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CITY OF COLORADO SPRINGS, COLORADO 
CUSIP Issuer Number:  1966321 

 
$56,750,000 

Taxable Utilities System Improvement Revenue Bonds,  
Series 2009D-2 (Direct Pay Build America Bonds) 

SERIAL MATURITIES* 

Maturity 
 (November 15) 

Principal 
Amount 

Interest 
Rate Price  

CUSIP  
Issue Number1 

2016 $870,000    4.164%    100% HA4 
2017 895,000 4.529 100 HB2 
2018 920,000 4.679 100 HC0 
2019 950,000 4.779 100 HD8 

 
$5,245,000 5.379% Term Bond Due November 15, 2024, Price:  100%, CUSIP Issue Number HF3 
$6,270,000 5.913% Term Bond Due November 15, 2029, Price:  100%, CUSIP Issue Number GY3 
$16,770,000 6.013% Term Bond Due November 15, 2039, Price:  100%, CUSIP Issue Number HE6 
$24,830,000 6.313% Term Bond Due November 15, 2049, Price:  100%, CUSIP Issue Number GZ0 

                                                 
1  CUSIP data is provided by Standard & Poor’s, CUSIP Service Bureau, a division of The McGraw-Hill Companies 
Inc.  CUSIP numbers are provided only for the convenience of the reader.  Neither the City nor the Underwriter 
undertakes any responsibility for any changes to or errors in this list of CUSIP numbers. 
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THE BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND 
EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED.  THIS 
OFFICIAL STATEMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR A 
SOLICITATION OF AN OFFER TO BUY ANY OF THE BONDS IN ANY JURISDICTION TO 
ANY PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH OFFER OR SOLICITATION 
IN SUCH JURISDICTION.   

NO DEALER, SALESMAN OR ANY OTHER PERSON HAS BEEN AUTHORIZED TO 
GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATION, OTHER THAN THE 
INFORMATION AND REPRESENTATIONS CONTAINED IN THIS OFFICIAL STATEMENT, 
IN CONNECTION WITH THE OFFERING OF THE BONDS, AND, IF GIVEN OR MADE, 
SUCH INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED UPON.  THE 
INFORMATION AND EXPRESSIONS OF OPINION CONTAINED HEREIN ARE SUBJECT TO 
CHANGE WITHOUT NOTICE AND NEITHER THE DELIVERY OF THIS OFFICIAL 
STATEMENT NOR ANY SALE MADE HEREUNDER WILL, UNDER ANY 
CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE 
IN THE AFFAIRS OF THE CITY OR THE UTILITIES SINCE THE DATE HEREOF. 

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT 
OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF 
THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE 
OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT 
ANY TIME.  

THIS OFFICIAL STATEMENT IS NOT TO BE CONSTRUED AS A CONTRACT WITH 
THE PURCHASERS OF THE BONDS.  STATEMENTS CONTAINED IN THIS OFFICIAL 
STATEMENT WHICH INVOLVE ESTIMATES, FORECASTS OR MATTERS OF OPINION, 
WHETHER OR NOT EXPRESSLY SO DESCRIBED HEREIN, ARE INTENDED SOLELY AS 
SUCH AND ARE NOT TO BE CONSTRUED AS REPRESENTATIONS OF FACTS.  SEE 
“INTRODUCTION – FORWARD LOOKING STATEMENTS.” 

THE CUSIP NUMBERS ARE INCLUDED IN THIS OFFICIAL STATEMENT FOR THE 
CONVENIENCE OF THE OWNERS AND POTENTIAL OWNERS OF THE BONDS.  NO 
ASSURANCE CAN BE GIVEN THAT THE CUSIP NUMBERS FOR A PARTICULAR 
MATURITY OF THE BONDS WILL REMAIN THE SAME AFTER THE DATE OF DELIVERY 
OF THE BONDS.  NEITHER THE CITY NOR THE UNDERWRITER UNDERTAKES ANY 
RESPONSIBILITY FOR ANY CHANGES TO OR ERRORS IN THE LIST OF CUSIP NUMBERS 
INCLUDED IN THIS OFFICIAL STATEMENT. 

THE UNDERWRITER HAS PROVIDED THE FOLLOWING SENTENCE FOR 
INCLUSION IN THIS OFFICIAL STATEMENT.  THE UNDERWRITER HAS REVIEWED THE 
INFORMATION IN THIS OFFICIAL STATEMENT IN ACCORDANCE WITH, AND AS PART 
OF, ITS RESPECTIVE RESPONSIBILITIES TO INVESTORS UNDER THE FEDERAL 
SECURITIES LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS 
TRANSACTION, BUT THE UNDERWRITER DOES NOT GUARANTY THE ACCURACY OR 
COMPLETENESS OF SUCH INFORMATION. 
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OFFICIAL STATEMENT 

CITY OF COLORADO SPRINGS, COLORADO 

 

$56,750,000 
Taxable Utilities System Improvement Revenue Bonds,  

Series 2009D-2 (Direct Pay Build America Bonds) 
 

INTRODUCTION 

This Introduction is only a brief description of certain matters set out in this Official 
Statement and is subject in all respects to more complete information contained in this Official 
Statement.  Investors should make a full review of this Official Statement, which includes the 
cover page and attached Appendices, as well as of the documents summarized and described in 
this Official Statement, before making a decision to purchase any of the Bonds.  Capitalized 
terms used but not defined in this Official Statement are defined in Appendix B to this 
Official Statement. 

The City 

The City of Colorado Springs, Colorado is a home rule municipal corporation with a 
population of approximately 384,000 which is located in the south central Front Range of 
Colorado.  The economy of the City and the surrounding area is based substantially on 
employment attributable to service industries, retail businesses, construction industries, military 
installations, the high technology industry and tourism.  A detailed summary of economic and 
demographic information for the Colorado Springs Metropolitan Statistical Area is presented in 
Appendix F to this Official Statement. 

The City owns and operates the Colorado Springs Utilities, which includes the municipal 
waterworks system, the electric light and power system, the gas system, the wastewater system, 
the streetlight system, and other systems designated in accordance with the home rule charter of 
the City.   

Security for the Bonds 

The Bonds (and any parity securities previously or subsequently issued) are utilities 
revenue bonds of the City payable from the “Net Pledged Revenues” available after the costs of 
operating and maintaining the utility system are deducted from the “Gross Pledged Revenues” 
generated from the operation and use of the utility system, including any payments from the 
United States received by the City pursuant to the issuance of utilities revenue bonds as “Build 
America Bonds.”  Upon issuance of the Bonds, $1,747,786,000 in aggregate principal of Parity 
Bonds (including the Bonds) will be outstanding which have a parity lien on the Net Pledged 
Revenues.  Subject to market conditions, the City anticipates issuing approximately $9,000,000 
of additional utilities revenue bonds in 2009.  These additional utilities revenue bonds, if issued, 
will have a lien on the Net Pledged Revenues on a parity with the Parity Bonds (including the 
Bonds). 
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Debt Service Reserve Fund 

Under the ordinance authorizing the issuance of the Bonds, the City is required to fund a 
reserve fund as additional security for the Bonds.  The amount required to be on deposit in the 
reserve fund will be $1,527,211.09, which will be funded from the proceeds of the Bonds.    

The Bonds 

The Bonds are authorized to be issued pursuant to the City’s home rule charter and an 
ordinance adopted by the City Council of the City on September 22, 2009.  The Bonds are 
subject to optional and mandatory redemption as described in this Official Statement.   

Purpose of the Bonds 

Net proceeds of the Bonds will be used: (a) to finance a portion of the costs of a major 
water delivery system known as the Southern Delivery System; (b) to pay certain costs of issuing 
the Bonds; and (c) to fund the reserve fund.   

Tax Status of Interest on the Bonds 

The Series 2009D-2 Bonds are being issued as “Build America Bonds.”  In the opinion of 
the City’s bond counsel, Sherman & Howard L.L.C. (“Bond Counsel”), interest on the Series 
2009D-2 Bonds is included in gross income under current federal income tax laws and the 
owners of the Series 2009D-2 Bonds will not receive a tax credit as a result of holding the Series 
2009D-2 Bonds.  In the opinion of Bond Counsel, interest on and income from the Series 2009D-
2 Bonds is exempt from all taxation and assessments in the State of Colorado.  Bond Counsel’s 
opinion regarding the status of the Series 2009D-2 Bonds under Colorado law specifically 
assumes that the City will comply with the covenants described under the heading “TAX 
STATUS – The Series 2009D-2 Bonds” and the failure to comply with these covenants could 
result in the interest on and income from the Series 2009D-2 Bonds becoming subject to taxation 
and assessments in the State of Colorado.  

Forward Looking Statements 

This Official Statement contains statements which, to the extent they are not recitations 
of historical fact, constitute “forward-looking statements.”  In this respect the words “estimate,” 
“project,” “anticipate,” “expect,” “intend,” “believe” and similar expressions are intended to 
identify forward-looking statements.  The achievement of certain results or other expectations 
contained in such forward-looking statements involve known and unknown risks, uncertainties 
and other factors that may cause actual results, performance or achievements to be materially 
different from any future results, performance or achievements expressed or implied by such 
forward-looking statements. 

General 

This Official Statement contains information current as of its date.  Information contained 
in this Official Statement is subject to change after the date of this Official Statement.  All 
references in this Official Statement to the Bond Ordinance and the various contracts of or 
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relating to the City or the Utilities are qualified in their entirety by reference to such documents, 
and references to the Bonds are qualified in their entirety by reference to the form of the Bonds 
included in the Bond Ordinance.  During the period of the offering of the Bonds, copies of the 
forms of the Bond Ordinance will be available from the Utilities’ Chief Planning and Finance 
Officer, 121 South Tejon Street, Colorado Springs, Colorado 80903, (719) 668-8136, and the 
City’s financial consultant, George K. Baum & Company, 1400 Wewatta Street, Suite 800, 
Denver, Colorado 80202, (303) 292-1600. 

Appendix A to this Official Statement contains the audited financial statements of the 
Utilities for the year ended December 31, 2008 (with comparative totals for the year ended 
December 31, 2007).  Inquiries relating to financial information of the Utilities presented in this 
Official Statement may be directed to the Utilities’ Chief Planning and Finance Officer, 121 
South Tejon Street, Colorado Springs, Colorado 80903, (719) 668-8136.  

SOURCES AND USES OF BOND PROCEEDS 

The sources and uses of proceeds of the Bonds are set forth in the following table. 

Sources of Funds     Amount 

Par amount of the Bonds............................................................................................................ $56,750,000.00 
 Total Sources of Funds....................................................................................................... $56,750,000.00 

Uses of Funds  

Series 2009D-2 Acquisition Fund Deposit ................................................................................ $44,674,788.91 
Capitalized Interest .................................................................................................................... 10,548,000.00 
Reserve Fund Deposit................................................................................................................     1,527,211.09 
Costs of Issuance (including Underwriter’s discount) ...............................................................        672,612.90 

Total Uses of Funds............................................................................................................ $56,750,000.00 

DESCRIPTION OF THE BONDS 

Security for the Bonds 

The City’s Taxable Utilities System Improvement Revenue Bonds, Series 2009D-2 
(Direct Pay Build America Bonds) (the “Series 2009D-2 Bonds” or the “Bonds”) are not general 
obligations of the City of Colorado Springs, Colorado (the “City”) and they are not repayable 
from tax revenues of the City.  Payment of the Bond Requirements (which are defined in the 
Bond Ordinance to include principal and interest) of the Bonds and any securities previously or 
subsequently issued and payable from Net Pledged Revenues will be made solely from, and as 
security for such payment there are irrevocably (but not exclusively) pledged, the revenues (the 
“Gross Pledged Revenues”) derived from the operation and use of the municipal water system, 
the electric light and power system, the gas system, the wastewater system, the streetlight 
system, and other systems designated in accordance with the home rule charter of the City 
(collectively, the “System”) and payments received from the United States with respect to 
utilities revenue bonds issued by the City as “Build America Bonds” pursuant to Section 6431 of 
the Code (the “BAB Credit”), after provision is made only for the payment of all operation and 
maintenance expenses of the System (such remaining revenues are referred to as the “Net 
Pledged Revenues”).  The City may not issue utilities revenue bonds which have a lien on the 
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Net Pledged Revenues which is senior to the lien thereon securing the Bonds.  The owner of any 
Bond may not look to any general or other fund of the City for the payment of the Bond 
Requirements except the special funds pledged for that purpose under the Bond Ordinance.  The 
City in its discretion may exclude from the System any interest in any Special Facility 
subsequently acquired or constructed by or on behalf of the City and financed in whole or in part 
by Special Facility Bonds.  See “APPENDIX B – THE BOND ORDINANCE – Definitions” and 
“– Equality of Lien.”   

As additional security for the owners of the Bonds, the City has established a reserve 
fund (the “Reserve Fund”).  See “APPENDIX B – THE BOND ORDINANCE – Reserve Fund.”  
The City plans to fund the Reserve Fund from the proceeds of the Bonds. 

Upon issuance of the Bonds, a total of $1,747,786,000 (including the Bonds) aggregate 
principal amount of utilities revenue bonds will be outstanding and will have a parity lien on Net 
Pledged Revenues with the Bonds (collectively, the “Parity Bonds”).  Subject to market 
conditions, the City anticipates issuing approximately $9,000,000 of additional utilities revenue 
bonds in 2009.  These additional utilities revenue bonds, if issued, will have a lien on the Net 
Pledged Revenues on a parity with the Parity Bonds (including the Bonds).  See “COLORADO 
SPRINGS UTILITIES – Outstanding Utilities Revenue Bonds and Other Obligations.”  For a 
description of the requirements for issuance of additional Parity Bonds, see “APPENDIX B – 
THE BOND ORDINANCE – Additional Securities Prior to the Effective Date” and “– 
Additional Securities On and After the Effective Date.”   

Springing Modifications to the Bond Ordinance 

The City intends to modify certain of its covenants contained in the ordinances 
authorizing the issuance of all of its outstanding Parity Bonds.  These modifications will also be 
reflected in the Bond Ordinance and will not be effective until the Effective Date, which is 
defined as the earlier of the date on which (a) none of the Parity Bonds issued prior to 2003 are 
outstanding or (b) the date on which the City receives the consent of the holders of 66% of the 
aggregate principal amount of each series of the Parity Bonds issued prior to 2003, as well as any 
other entities whose consent is required.  The purchasers of the Bonds will be deemed to have 
irrevocably consented to these modifications by purchasing the Bonds.  Since 2003, the 
purchasers of each series of the Parity Bonds, including the purchasers of the Bonds, have been 
deemed to have consented to these modifications.   

On and after the Effective Date, these modifications will reduce the amount of coverage 
required to issue additional Parity Bonds from 130% to 100% of Average Annual Principal and 
Interest Requirements.  These modifications will provide that the consent of the owners of a 
majority in principal amount of all outstanding Parity Bonds is required for certain amendments 
to the Bond Ordinance, as opposed to the current requirement of the consent of the holders of 
66% of the principal amount of each series of the Parity Bonds.  These modifications will also 
change the City’s ability to dispose of certain assets of the System.  These modifications are 
more particularly described in “APPENDIX B – THE BOND ORDINANCE.”  Since the City is 
not seeking the consent of the holders of the Parity Bonds issued prior to 2003, the City  
estimates that the earliest date on which these modifications can become effective is November 
15, 2012. 
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Bond Details 

The Bonds will be issued pursuant to the Bond Ordinance, will be dated as of their date 
of delivery, and will mature on the dates and in the principal amounts and bear interest at the 
rates set forth on the inside cover page of this Official Statement.  Interest on the Bonds will be 
calculated based on a 360-day year, consisting of twelve 30-day months.  The Bonds will be 
issued as fully registered bonds without coupons and will initially be registered in the name of 
“Cede & Co.,” as nominee for The Depository Trust Company, New York, New York (“DTC”) 
as securities depository for the Bonds.  Purchases by beneficial owners of the Bonds (“Beneficial 
Owners”) will be made in book-entry only form in the denominations of $5,000 and integral 
multiples of $5,000.  See Appendix E to this Official Statement.  Interest on the Bonds will be 
payable semiannually on May 15 and November 15 of each year, commencing on May 15, 2010.  

Principal will be payable to the registered Owner of each Bond, as shown on the 
registration records kept by the Paying Agent, upon maturity or prior redemption and upon 
presentation of the Bond at the principal office of the Paying Agent, or at such other office as the 
Paying Agent directs in writing to Owners of the Bonds.  Payment of interest will be made by the 
Paying Agent by check mailed on each interest payment date to the registered Owner (initially 
Cede & Co.) of each Bond as of the May 1 or November 1 next preceding each interest payment 
date (or by other payment means as mutually agreed).  If interest is not so paid, it will instead be 
payable to the person who is the registered Owner as of a “Special Record Date” for the payment 
of defaulted interest.  The Paying Agent will fix the Special Record Date whenever funds 
become available for payment of the defaulted interest, with notice of the Special Record Date to 
be mailed to each registered Owner of Bonds at least ten days prior to the Special Record Date.  
Payments to Beneficial Owners are to be made as described in Appendix E to this Official 
Statement. 

The Bonds will bear interest from the most recent date to which interest has been paid, or 
if no interest has been paid, from the date of the Bonds.  If any Bond is not paid upon 
presentation and surrender at maturity or prior redemption, it will continue to draw interest at the 
rate applicable prior to maturity or prior redemption until paid in full. 

Optional Redemption 

The Series 2009D-2 Bonds are subject to redemption, in whole or in part, on any date, at 
a redemption price equal to the greater of (a) the principal amount of the Series 2009D-2 Bonds 
to be redeemed plus accrued interest to the redemption date or (b) the present value of all 
principal and interest payments on the Series 2009D-2 Bonds to be redeemed, scheduled to 
become due after the date of such redemption, discounted to the redemption date on a 
semiannual basis at the Treasury Rate plus (i) 20 basis points with respect to the Bonds maturing 
on November 15, 2016; (ii) 15 basis points with respect to the Series 2009D-2 Bonds maturing 
on November 15, 2017; (iii) 20 basis points with respect to the Series 2009D-2 Bonds maturing 
on November 15, 2018 and November 15, 2019; (iv) 30 basis points with respect to the Series 
2009D-2 Bonds maturing on November 15, 2024; (v) 25 basis points with respect to the Series 
2009D-2 Bonds maturing on November 15, 2029 and November 15, 2039; and (vi) 30 basis 
points with respect to the Series 2009D-2 Bonds maturing on November 15, 2049. 
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The Series 2009D-2 Bonds will also be subject to extraordinary optional redemption prior 
to their stated maturities, at the option of the City, upon a determination by the City that a 
material adverse change has occurred with respect to the provisions of the Tax Code that 
authorize the City to receive the BAB Credit, or any other determination by the Internal Revenue 
Service or the United States Treasury, which determination is not the result of an act or omission 
by the City, to satisfy the requirements to receive the BAB Credit with respect to the Series 
2009D-2 Bonds, pursuant to which such BAB Credit is reduced or eliminated.  Such redemption 
may be as a whole or in part, on any date, at a redemption price equal to the greater of (a) the 
principal amount of the Series 2009D-2 Bonds to be redeemed plus accrued interest to the 
redemption date, or (b) the present value of all principal and interest payments on the Series 
2009D-2 Bonds to be redeemed, scheduled to become due after the date of such redemption, 
discounted to the redemption date on a semiannual basis at the Treasury Rate plus 100 basis 
points.   

As used in the preceding paragraphs, “Treasury Rate” means, with respect to any 
redemption date, the rate per annum equal to the semiannual equivalent yield to maturity of a 
comparable U.S. Treasury security, assuming a comparable price as of the redemption date.  The 
Treasury Rate will be calculated based upon quotations received from several primary U.S. 
Government securities dealers pursuant to the procedures set forth in the Bond Ordinance.  For 
more information on the determination of the Treasury Rate, see the complete definition thereof 
and of related terms in “APPENDIX B – THE BOND ORDINANCE – Definitions.” 

In the event that less than all of the outstanding Series 2009D-2 Bonds are redeemed as 
provided above, the Series 2009D-2 Bonds redeemed will be redeemed from any maturity 
specified by the City.  If less than all of the Series 2009D-2 Bonds of a single maturity are to be 
redeemed, they will be selected by lot in such manner as the Paying Agent may determine.  The 
Paying Agent will not be required to give notice of any such optional prior redemption unless it 
has received written instructions from the City in regard thereto at least 45 days prior to such 
redemption date. 

Mandatory Sinking Fund Redemption 

The Series 2009D-2 Bonds maturing November 15, 2024, 2029, 2039 and 2049 will be 
subject to mandatory sinking fund redemption at a redemption price equal to the principal 
amount of such Series 2009D-2 Bonds redeemed, plus accrued interest to the redemption date on 
the schedules set forth below: 

Series 2009D-2 Bonds maturing November 15, 2024: 
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Redemption Date Principal Amount 
November 15, 2020 $  980,000 
November 15, 2021 1,010,000 
November 15, 2022_ 1,050,000 
November 15, 2023 1,085,000 
November 15, 2024* 1,120,000 

____________ 
*Final maturity 

 

 
Series 2009D-2 Bonds maturing November 15, 2029: 
 

Redemption Date Principal Amount 
November 15, 2025 $1,160,000 
November 15, 2026 1,205,000 
November 15, 2027 1,255,000 
November 15, 2028 1,300,000 
November 15, 2029* 1,350,000 

____________ 
*Final maturity 

 

  
 
Series 2009D-2 Bonds maturing November 15, 2039: 
 

Redemption Date Principal Amount 
November 15, 2030 $1,405,000 
November 15, 2031 1,455,000 
November 15, 2032 1,515,000 
November 15, 2033 1,575,000 
November 15, 2034 1,635,000 
November 15, 2035 1,700,000 
November 15, 2036 1,765,000 
November 15, 2037 1,835,000 
November 15, 2038 1,905,000 
November 15, 2039* 1,980,000 

____________ 
*Final maturity 

 

  
 
Series 2009D-2 Bonds maturing November 15, 2049: 
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Redemption Date Principal Amount 
November 15, 2040 $2,060,000 
November 15, 2041 2,145,000 
November 15, 2042 2,230,000 
November 15, 2043 2,325,000 
November 15, 2044 2,420,000 
November 15, 2045 2,520,000 
November 15, 2046 2,615,000 
November 15, 2047 2,725,000 
November 15, 2048 2,835,000 
November 15, 2049* 2,955,000 

____________ 
*Final maturity 

 

  
At least 40 days prior to a redemption date, the Paying Agent is to select by lot for redemption, 
from the Series 2009D-2 Bonds of the appropriate maturity, $5,000 units of those Series 2009D-
2 Bonds equal to the total principal amount of Series 2009D-2 Bonds of the appropriate maturity 
redeemable on the redemption date, and the Paying Agent is to call those Series 2009D-2 Bonds 
(or portions of those Series 2009D-2 Bonds) for redemption on the next November 15th. 

At the option of the City to be exercised by delivery of a written certificate to the Paying 
Agent at least 45 days before any mandatory redemption date, the City may (i) deliver to the 
Paying Agent for cancellation Series 2009D-2 Bonds of the appropriate maturity (or $5,000 
portions of those Series 2009D-2 Bonds) in an aggregate principal amount desired by the City or 
(ii) specify a principal amount of Series 2009D-2 Bonds of the appropriate maturity (or $5,000 
portions) which previously have been redeemed (otherwise than pursuant to the operation of the 
respective sinking fund) and cancelled by the Paying Agent and not previously applied as a 
credit against any mandatory redemption obligation.  Any Series 2009D-2 Bond of the 
appropriate maturity (or portion) so delivered or previously redeemed is to be credited by the 
Paying Agent at 100% of its principal amount against the amount of Series 2009D-2 Bonds of 
the appropriate maturity the City is to redeem on the next succeeding mandatory redemption date 
and any excess over such amount will be credited against future sinking fund obligations for 
Series 2009D-2 Bonds of the appropriate maturity in chronological order, or any other order 
specified by the City. 

Notice of Prior Redemption 

Notice of any optional or mandatory redemption is to be given by the Paying Agent on 
behalf of the City. The Paying Agent is to give notice of the call and identify the Bonds to be 
redeemed by first-class postage prepaid mail not less than 30 nor more than 45 days prior to the 
redemption date, to the registered address of the registered owner of each Bond to be redeemed.  
Provided that provision for payment of the Bonds called for redemption is made as specified in 
the Bond Ordinance, no further interest will accrue after the redemption date of those Bonds. 

Such notice will specify the number or numbers of the Bonds to be so redeemed (if less 
than all of the Bonds are to be redeemed), the redemption price to be paid and the date fixed for 
redemption; and such notice will further state that, upon satisfaction of any condition to such 
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redemption, on the redemption date there will become and will be due and payable upon each 
Bond or portion thereof ($5,000 or any integral multiple thereof) so to be redeemed at the Paying 
Agent (designated by name) the redemption price, and that from and after such date interest on 
the Bonds (or portions thereof) called for redemption will cease to accrue.  If a notice of 
redemption will be unconditional, or if the conditions of a conditional notice of redemption will 
have been satisfied, then, upon notice having been given in the manner hereinabove provided, 
the Bond or Bonds so called for redemption will become due and payable on the redemption date 
so designated and upon presentation thereof at the Paying Agent, the City will pay the Bond or 
Bonds so called for redemption. No further interest will accrue on the principal of any such Bond 
(or portion thereof) called for redemption from and after the redemption date, provided sufficient 
funds are on deposit with the Paying Agent on the redemption date.   

Continuing Disclosure Undertaking 

The City will execute a continuing disclosure certificate (the “Disclosure Certificate”) at 
the time of the closing for the Bonds.  The Disclosure Certificate will be executed for the benefit 
of the Beneficial Owners of the Bonds.  The Disclosure Certificate will provide that so long as 
the Bonds remain outstanding, the City will annually provide certain financial information and 
operating data and will provide notice of certain material events to the Municipal Securities 
Rulemaking Board (“MSRB”) through its Electronic Municipal Market Access System (the 
“EMMA System”) or any successor method designated by the MSRB, in compliance with the 
Disclosure Certificate.  The form of the Disclosure Certificate is attached to this Official 
Statement as Appendix C.  The City has never failed to materially comply with the terms of any 
undertaking previously entered into pursuant to Rule 15c2-12 promulgated under the Securities 
Exchange Act of 1934. 
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COLORADO SPRINGS UTILITIES 

Nature of the Utilities 

Colorado Springs Utilities (the “Utilities”), created by the home rule charter of the City 
(the “Charter”) consists of a water system (the “Water System”), an electric light and power 
system (the “Electric System”), a gas system (the “Gas System”), a wastewater system (the 
“Wastewater System”), a streetlight system (the “Streetlight System”), and other systems 
designated in accordance with the Charter (collectively, the “System”).  The Utilities is owned 
by the City and constitutes an enterprise under certain Colorado Constitution and Charter 
provisions described below under “– Tax and Spending Limits.”  The Utilities operates primarily 
through several functional divisions responsible for planning, financing, constructing, operating, 
and customer service responsibilities associated with the delivery of electric, gas, water, 
wastewater and streetlight services.   

The service areas for some or all of the System include the City, Manitou Springs and 
many of the suburban residential areas surrounding the City.  The military installations of Fort 
Carson Army Base (“Fort Carson”), Peterson Air Force Base (“Peterson”) and the United States 
Air Force Academy (the “Academy”) receive water and electric service and gas supply and 
transportation from the System, and Peterson also receives wastewater treatment service from the 
System. 

The City’s general fund is the sole customer of the Streetlight System and is responsible 
for all streetlight service charges. 

The following table summarizes information concerning operating revenues, operating 
income (loss) and gross book value of plant for the electric, gas, water, wastewater, and 
streetlight operations of the Utilities for the fiscal year ended December 31, 2008. 



 

- 11 - 

2008 Summary of Business Segments 
 

 Operating Revenues  Operating Expenses   
Utilities Plant 

Gross Book Value(1) 
 $(000)  % of Total  $(000)  % of Total  

Operating 
Income (Loss)  $(000)  % of Total 

        
Electric $ 378,489 48.6% $357,437 48.0% $  21,052 $1,428,562 38.6% 
Gas 243,684 31.3% 233,323 31.4% 10,361 274,555 7.4% 
Water(2) 90,851 11.7% 95,911 12.9% (5,060) 1,246,137 33.7% 
Wastewater 60,861 7.8% 51,203 6.9% 9,658 714,162 19.3% 
Streetlight       4,888      0.6%      6,054       .8%    (1,166)      40,016       1.1% 

     Total $ 778,773 100.0% $743,929 100.0% $34,845 $3,703,432  100.0% 
Less: Interdepartmental Sales   (21,999)    (21,999)       (0)   
        
     Net Total $ 756,774   $721,929  $34,845   

 
(1) Includes Common Plant allocation.  Total Net Utilities Plant (excluding water component units) is $2,516,355,000.  This 

amount represents $3,703,432,000 in Gross Utilities Plant shown above, plus $123,897,000 in Construction Work in 
Progress, less Accumulated Depreciation and Amortization of $1,310,974,000.  See Note B.4.A in the audited financial 
statements attached hereto as Appendix A. 

(2) The water information excludes amounts attributable to the water component units described in Note C (8) in the 2008 
audited financial statements.  For descriptions of the component units see page v. in the audited financial statements 
attached hereto as Appendix A. 

 
The Charter provides that the funds of the Utilities are to be kept separate from all other 

funds of the City and that the net earnings of the Utilities are to be appropriated for the necessary 
requirements of the Utilities.  The Charter also provides that any surplus remaining after meeting 
the necessary requirements of the Utilities may be appropriated to the general revenues of the 
City by the City Council of the City (the “City Council”) in its annual budget and appropriation 
ordinance.  Pursuant to this authority, the City Council has appropriated annually to the City’s 
general fund certain amounts, denoted as payments in lieu of taxes.  These payments are 
calculated at a fixed rate per kWh of electricity and Mcf at 14.65 p.s.i.a. of natural gas applied to 
all inside City sales volumes, without exclusion for interdepartmental sales.   

Total payments in lieu of taxes made by the Utilities amounted to $25,146,854 in 2006, 
$25,759,499 in 2007, and $25,758,000 in 2008.   

Military Privatization 

The U.S. Department of Defense has initiated efforts to privatize all utilities distribution 
(and in some cases treatment) systems currently owned by the federal government on military 
bases, with some limited exceptions for security or where it is uneconomical to privatize.  In the 
Colorado Springs area, there are four military bases:  Fort Carson, Peterson, Cheyenne Mountain 
Air Station and the Academy.  Peterson, Cheyenne Mountain Air Station and Fort Carson have 
received an exemption from utilities privatization.  The Academy and the Utilities have recently 
completed negotiations to allow the Utilities to provide electricity and gas services to the 
Academy.  The Utilities will bill the Academy tariff rates for such services.  Peterson and the 
Academy are also in the process of privatizing on-base housing, which is a separate action from 
providing energy services to the military facility.  At this time, the Utilities does not expect this 
process to have a material impact on its operations or financial condition. 
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Management and Operation of the Utilities 

The Utilities Chief Executive Officer (the “Chief Executive Officer”) manages the 
Utilities.  The Chief Executive Officer is appointed by and reports to the City Council.  Major 
policy decisions are subject to the approval of the City Council, which also sits as the Board of 
Directors of the Utilities (the “Utilities Board”).  The present members of the City Council, their 
occupations, and the dates their terms on the City Council expire are as follows:   

                 Member                                 Occupation                   
Expiration 

   of Term     
Lionel Rivera (Mayor) Financial Advisor April 2011 
Larry Small (Vice Mayor) Retired Executive April 2011 
Tom Gallagher Land Surveyor April 2011 
Darryl Glenn Attorney April 2013 
Sean Paige Executive April 2013 
Scott Hente Small Business Owner April 2013 
Jan Martin Small Business Owner April 2011 
Randy Purvis Attorney April 2011 
Bernie Herpin Information Systems Analyst April 2013 

 
The Utilities Board appoints the Utilities Policy Advisory Committee (the “Advisory 

Committee”), which analyzes and makes recommendations to the Utilities Board regarding 
various strategic and financial policies for the Utilities.  The Advisory Committee is composed 
of seven persons appointed for three-year staggered terms (and maximum terms of nine years).  
Three members are to be selected for financial/business expertise, one for engineering expertise, 
one representing large industrial customers and two representing the community-at-large.  The 
current members of the Advisory Committee, their occupations, and the dates their terms on the 
Advisory Committee expire are as follows: 
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Member Occupation 
Expiration 
of Term 

Anthony Elia (Chair) Financial/Business Professional October 2011 

Thomas Taylor (Vice Chair) Engineer/Business Professional October 2011 

Janna Blanter  Financial Professional October 2009 

Thomas A. Arnold  Retired Executive October 2009 

Prince Dunn, II Business Professional October 2009 

James Greenwood Business Professional October 2011 

Terri Carver  Law Professor October 2010 

 
Management Staff 

The Utilities consists of the following six functional divisions: the Planning and Finance 
Division, the Public Affairs Division, the Customer and Corporate Services Division, the Energy 
Services Division, the Water Services Division, and the City Attorney’s Office-Utilities 
Division.  Various members of the senior management team, their recent positions with the 
Utilities, and the years in which they were first employed by the Utilities are as follows: 
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         Member         

 
                   Recent Positions Held with the Utilities                  

Year 
Employed  

Jerome Forte, Jr. 1/18/06 to present  Chief Executive Officer 
8/27/05 to 1/17/06 Interim Chief Executive Officer 
1/22/02 to 8/26/05 Chief Operating Officer 
 

2002 

M. Thomas Black 2/26/06 to present Chief Energy Services Officer 
2/14/05 to 2/24/06 General Manager, Energy Delivery 
1/19/04 to 2/13/05  North Work Center Manager 
3/25/02 to 1/18/04  Engineering Standards Manager 
 

1986 

William J. Cherrier 01/12/09 to present Chief Planning and Finance Officer 
8/28/05 to 01/09/09 General Manager, Financial Services 
7/11/05 to 8/27/05  General Accounting Manager 

2005 

   
Kenneth J. Burgess 9/17/07 to present Deputy City Attorney -- Utilities Division 

8/8/05 to 9/17/07 Senior Attorney 
 

2005 

Bruce McCormick 2/26/06 to present Chief Water Services Officer 
7/3/05 to 2/25/06 General Manager, Water Resources 
11/9/03 to 7/2/05  General Manager, Systems Operations 
1/1/02 to 11/8/03  North Work Center Manager 
 

1988 

Carl Cruz 2/02/09 to present Chief Customer and  
Corporate Services Officer  

4/20/08 to 2/01/09 General Manager, Field Service and System 
Quality Departments 

7/22/01 to 4/19/08  Manager, Field Service Department 
 

2000 

Sherri Newell 6/24/01 to present Chief Public Affairs Officer 1994 

Employees 

The Utilities employs approximately 1,798 full-time employees.  The present average 
tenure of permanent employees is approximately 10.65 years.  Some of the Utilities employees 
are members of the City Employees Association, a volunteer employee organization which is not 
recognized by the City as a bargaining unit.  Membership in the City Employees Association is 
open to all the City employees other than uniformed Police and Fire Department employees, who 
have their own employee associations.  The Utilities’ management believes that relations with its 
employees are satisfactory. 

Retirement Plans 

Almost all of the employees of the City, other than employees of the Fire and Police 
Departments, are members of the Local Government Division of the Public Employees’ 
Retirement Association of Colorado (“PERA”), a multi-employer defined benefit plan.  During 
2008, the Utilities contributed $15,975,857 to the PERA plan (with over 95% of the Utilities’ 
payroll covered by the plan).  The rates for member-employer and employee contributions to 
PERA are established under State statutes.  The Utilities’ contribution rate fluctuates in 
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accordance with the funded (or unfunded) status of the plan.  Local Government Division 
employers are required to contribute at a rate of 10%.  In addition, employers are currently 
required to contribute an amortized equalization disbursement of 1.8% of the employer’s total 
payroll.  The amortized equalization disbursement is scheduled to increase by four-tenths of one 
percent of total payroll at the start of each calendar year through 2012, provided that this amount 
will not exceed 3%.  The employee contribution level is 8% of covered salary. 

Each employer is currently required to pay a supplemental amortization equalization 
disbursement equal to one percent of total payroll.  The supplemental amortization equalization 
disbursement is to be financed from monies intended for employee salary increases. The 
supplemental amortization equalization disbursement is scheduled to increase by five-tenths of 
one percent at the start of each calendar year through 2013, provided that this amount will not 
exceed 3%.  If the funded ratio for the Local Government Division is 100% or more, the 
supplemental amortization equalization disbursement will be reduced in the following year to an 
amount necessary to maintain a 100% funded ratio. 

PERA’s assets and liabilities are divided amongst several trust funds, with the Utilities 
participating in the Local Government Division Trust Fund and the Health Care Trust Fund.  
According to PERA’s Comprehensive Annual Financial Report for the year ended December 31, 
2008 (the “Report”), the Local Government Division Trust Fund had an unfunded actuarial 
accrued liability of $904,787,000 as of the end of 2008, and the ratio of the actuarial value of 
assets to the actuarial accrued liability was 76.4%.  In addition, according to the Report, the 
Health Care Trust Fund had an unfunded actuarial accrued liability of $1,112,657,000 as of the 
end of 2008, and the ratio of the actuarial value of assets to the actuarial accrued liability was 
18.7%.  These amounts are based on the actuarial and other assumptions set forth in the Report, 
including an assumed investment rate of return of 8.5% per year. 

Postemployment Health Care Plan 

The Utilities makes contributions to a single-employer health care plan for retired 
employees hired prior to August 1, 1988.  There are no assets dedicated to this post-retirement 
health care obligation, and, therefore, it is funded by the Utilities on a pay-as-you-go basis.  
During 2008, the Utilities paid $1,217,637 in contributions to the plan.  The single-employer 
plan had an unfunded actuarial accrued liability of $16,786,000 as of the end of 2008, and, 
because the plan has no dedicated assets, the actuarial value of assets to the actuarial accrued 
liability was 0%.  These amounts are based on actuarial and other assumptions.  For more 
information, see Note C(3)(B) to the Financial Statements included in Appendix A. 

Summary of Operations 

Except for the information presented for the six month periods ended June 30, 2008 and 
June 30, 2009, the following summary of operations was derived from the audited financial 
statements of the Utilities for fiscal years ended December 31, 2004 to 2008 (not taking into 
account water component units such as joint water authorities).  The Utilities has implemented a 
financial reporting model, as required by the Governmental Accounting Standards Board 
(“GASB”) Statement No. 34 (“GASB 34”), which became effective as of January 1, 2002.  The 
period ended December 31, 2004 has been restated to reflect the presentation of the Operating 
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Expense category contained in the Utilities’ audited Financial Statements for the period ended 
December 31, 2005.  For water component unit information see Notes A(1) and C(5)(D) to the 
Financial Statements included in Appendix A. 

Information presented for the nine month periods ended September 30, 2008 and 
September 30, 2009 was derived from the Utilities’ internally prepared financial statements.  
Such financial statements are unaudited, but, in the opinion of management of the Utilities, 
reflect all adjustments (none of which was other than a normal recurring adjustment (accrual) 
necessary for a fair presentation of the results of operations for such interim periods).  The 
results of operations for an interim period should not be considered indicative of the results for a 
full fiscal year. 
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 Year ended December 31 
Nine Months Ended 

September 30 (unaudited) 

 2004 2005 2006 2007 2008 2008 2009 

Operating Revenues1 $     590,990,827 $ 671,846,586 $   678,530,612 $  721,355,652 $   756,773,934 $     568,943,731 $    527,698,121 
Operating and Other Expenses: 
     Operating Expenses1: 

       

  Production and Treatment3 $       66,891,304 $    62,928,884 $     68,395,487 $  107,204,9872 $   124,562,385 $      91,748,928 $      94,852,913 
  Purchased Power, Gas and Water for 

Resale 
208,392,197 233,982,051 241,903,422 257,772,831 299,522,351 225,669,130 

 
179,741,197 

  Transmission and Distribution 18,245,162 20,869,561 25,920,997 26,699,888 32,430,340 23,178,104 25,071,602 
  Maintenance3 42,429,294 43,551,361 47,495,531 58,942,870 59,915,313 45,358,499 40,556,740 
  Administration and General3 91,456,952 90,392,622 89,463,459 96,490,254 86,269,159 65,212,806 65,353,550 
  Customer Accounting and Collection 13,737,160 15,914,171 14,177,296 14,230,222 20,454,671 14,762,369 13,719,533 
  Customer Service and Information3 4,112,030 2,877,731 2,748,774 3,321,072 4,368,209 2,844,269 2,766,127 
  Non-Regulated 28,807,807 45,643,323 41,193,056 156,1852 56,110 55,379 52,578 
  Franchise Taxes 211,965 209,454 214,348 228,376 216,966 184,448 184,462 
  Depreciation          79,528,117       82,849,117       85,670,641        89,473,930        94,133,263         70,885,551         70,867,587 
       Total Operating Expenses $     553,811,988 $  599,218,275 $  617,183,011 $   654,520,615 $   721,928,767 $    539,899,483 $    493,166,289 

              Operating Income $       37,178,839 $    72,628,311 $    61,347,601 $     66,835,037 $     34,845,167 $      29,044,248 $      34,531,832 
Non-Operating Revenues (Expenses)        
  Hedge Derivatives Gain/Loss4 $ 2,516,900 $ 96,259,735 $ (121,225,824) $      9,591,386 $    (77,597,722) (45,416,167) 70,313,842 
  Investment Income (Loss)  17,364,592 17,884,678 16,357,185 24,382,714 15,535,897 13,926,025 10,561,330 
  Other Revenues  1,698,527 3,139,246 9,864,480 4,564,691 8,132,925 7,589,700 69,652,183 
  Other Expenses5 (21,446,967) (7,206,471) (4,881,967) (25,696,733) (140,759,511) (9,531,377) (7,874,561) 
  Interest Expense  (52,208,093)   (59,190,266)    (59,133,022)   (60,980,122)       (66,420,315)       (48,806,293)       (49,349,383) 
    Total Non-Operating Revenues (Expenses) $     (52,075,041) $(50,886,922) $(159,019,148) $  (48,138,064) $  (261,108,726) $    (82,238,112) $     93,303,411 

 Income (Loss) before Contributions &  
Transfers 

$     (14,896,202) $   123,515,233 $   (97,671,547)       $    18,696,973 $  (226,263,559) $    (53,193,864) $   127,835,243 

Contributions in Aid of Construction 61,069,296 51,873,007 55,848,936 53,944,621 34,346,807 24,239,908 19,695,490 
Payments to City in Lieu of Taxes (23,135,074) (25,104,704) (25,146,854) (25,759,499) (25,757,506) (18,908,370) (17,326,311) 
Transfers – Other               (8,532)             (1,932)               (3,763)      (8,346,712)           16,248   -    - 
Earnings before Extraordinary Items $      23,029,488 $   150,281,604 $    (66,973,228) $     38,535,383 $  (217,658,010) $    (47,862,326) $   130,204,422 
Change in Net Assets $      23,029,488 $   150,281,604 $    (66,973,228) $     38,535,383 $  (217,658,010) $    (47,862,326) $   130,204,422 
        

Total Net Assets, January 16, 7 $ 1,082,835,728 $1,105,865,216 $1,260,379,997 $1,194,490,605 $1,233,025,988 $1,233,025,988 $1,015,367,977 
Total Net Assets, December 31 $ 1,105,865,216 $1,256,146,820 $1,193,406,749 $1,233,025,988 $1,015,367,978 $1,185,163,662 $1,145,572,399 

      

1 Operating Revenues and Operating Expenses are shown net of interdepartmental sales transactions in the following amounts: 2004 – $16,957,405; 2005 – $20,583,014; 2006 – $43,797,857, 2007 – $18,505,256; and 2008 – 
$21,988,833.  These revisions have no effect on Operating Income or Net Earnings for any period presented. 

2 Starting in 2007, Production and Treatment expenses include expenses which were previously classified as Non-Regulated. 
3 For the year ended December 31, 2004, certain maintenance and administration and general expenses have been reclassified to Customer Service and Information to conform with the presentation for the year ended December 

31, 2005.  
4 Includes the following unrealized gains or losses attributable to energy swaps:  2004 – $2,516,000, 2005 – $96,259,735, 2006 – $(121,225,824), 2007 – $9,591,386, and 2008 – $(77,597,722).  In 2006, the Utilities changed 

its accounting treatment of certain derivative instruments to reflect the adoption of FAS 133.  The periods ended December 31, 2004 and December 31, 2005 have been restated to conform with the presentation for the year 
ended December 31, 2006.  For more information on this, see Note A(3)(I) in the audited financials statements attached as Appendix A.   

5 Includes the following unrealized gains or losses attributable to interest rate swap agreements:  2004 – $(20,792,870) 2005 – $(5,595,739), 2006 – $(728,720), 2007 – $(23,468,092), and 2008 – $(130,728,707).  In 2006, the 
Utilities changed its accounting treatment of certain derivative instruments to reflect the adoption of FAS 133.  The periods ended December 31, 2004 and December 31, 2005 have been restated to conform with the 
presentation for the year ended December 31, 2006.  For more information on this, see Note A(3)(I) in the audited financials statements attached as Appendix A. 

6 Adjustment in 2006 is recognition of previously unrecorded net gain on sale of property in 2002.  
7 Beginning year net assets in 2007 have been restated to reflect interest earnings on sale of property.  Total net assets were increased by $1,083,855 which represents prior year interest earnings on the sale of the Utilities’ 

property.  See Note C-7 in the audited financials statements attached as Appendix A. 



 

- 18 - 

Pursuant to GASB 34, the audited financial statements attached as Appendix A hereto 
include a management discussion and analysis for the fiscal year ended December 31, 2008. 

For the nine month period ended September 30, 2009, Change in Net Assets increased 
$178.1 million over the same period from a year ago primarily due to the change in value of 
Hedge Derivatives, the change in value on the unrealized gain on swaps and decreased 
Purchased Power, Gas and Water expense, offset by a decrease in Operating Revenue. 

For the same period, Operating Revenues were lower than last year by $41.2 million. 
Water and Wastewater services reported increased Operating Revenues compared to the same 
period a year ago, while Electric and Gas services reported decreases.  Operating Revenues in 
the Water Service increased due to Commercial and Residential sales.  Wastewater Service 
increased due to Residential Sales.  Operating Revenues in the Electric Service decreased 
primarily due to lower Commercial sales and Off-system sales.  Operating Revenues in the Gas 
Service decreased in Residential, Commercial, Industrial and Off-system sales.  

Operating Expenses decreased by $46.7 million compared to the same period a year ago.  
The variance was primarily due to a decrease of $45.9 million in Purchased Power, Gas and 
Water expense, a $4.8 million decrease in Maintenance expense; offset by a $3.1 million 
increase in Production and Treatment.  

Non-Operating Revenue (net) increased by $175.5 million compared to last year.  The 
variance resulted mainly from a $115.7 million change in value on the unrealized gain on electric 
and gas hedges, a $67.5 million change in value on the unrealized gain on swaps largely offset 
by a $3.4 million decrease in Investment Income and a $3.8 million decrease in Other Revenue. 

Earnings before Extraordinary Items includes a $4.5 million decrease in Contributions in 
Aid of Construction. 

Financial Statements 

The Utilities’ Balance Sheet as of December 31, 2008, Statement of Revenues, Expenses 
and Changes in Fund Net Assets and Statement of Cash Flows for the year ended December 31, 
2008 (in each case with comparative totals as of or for the year ended December 31, 2007) have 
been audited by Baker Tilly Virchow Krause, LLP, the Utilities’ independent certified public 
accountants.  The Financial Statements and the report of the independent certified public 
accountants are included as Appendix A to this Official Statement. 

The Utilities’ Balance Sheet for the periods ended December 31, 2004 and December 31, 
2005, Statement of Revenues, Expenses and Changes in Fund Net Assets and Statement of Cash 
Flows for the periods ended December 31, 2004 and December 31, 2005 were audited by Grant 
Thornton LLP.   

Financial Risk Management Policy 

The Utilities has adopted a Financial Risk Management Policy.  Its stated goals are to 
minimize debt cost, maintain quality credit rating, balance risk and benefits, and maintain 
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financial flexibility.  The primary features of the Financial Risk Management Policy are 
discussed below. 

Risk Management Committee.  The Utilities has formed a Risk Management Committee 
which reports to the Chief Executive Officer.  The committee, along with the Chief Executive 
Officer, is responsible for the overall direction, structure, conduct, control, and reporting of the 
Utilities’ risk management activities.  The committee’s voting members consist of the officers of 
the Utilities. 

Variable Rate Debt.  Currently, the Utilities has approximately 8.9% of its total 
outstanding debt in a variable rate structure which is not hedged.  This percentage does not 
include the Utilities’ outstanding Variable Rate Demand Utilities System Subordinate Lien 
Refunding Revenue Bonds, Series 2004A, Variable Rate Demand Utilities System Subordinate 
Lien Improvement Revenue Bonds, Series 2005A, Variable Rate Demand Utilities System 
Subordinate Lien Improvement and Refunding Revenue Bonds, Series 2006A, Variable Rate 
Demand Utilities System Subordinate Lien Improvement Revenue Bonds, Series 2006B, 
Variable Rate Demand Utilities System Improvement Revenue Bonds, Series 2007A, Variable 
Rate Demand Utilities System Improvement and Refunding Revenue Bonds, Series 2007B, or 
Variable Rate Demand Utilities System Improvement Revenue Bonds, Series 2008A, because 
each of these series of bonds is part of a variable to fixed rate swap transaction.  Pursuant to its 
Financial Risk Management Policy, the Utilities is allowed to have outstanding up to 30% of its 
total outstanding debt in unhedged variable rate debt, although the target level is 25% unhedged 
variable rate debt. 

Credit Risk.  Pursuant to the Utilities’ Financial Risk Management Policy, all 
counterparties in swap or other financial products agreements with the Utilities must have a long-
term credit rating in the AA category issued by at least one major credit rating agency at the time 
of execution of such swap or financial products agreement, though there is no requirement that 
such a rating be maintained throughout the life of the financial products agreement.  In the 
alternative, a counterparty must provide a guarantee, swap surety, or other form of credit 
enhancement such that its enhanced creditworthiness is in the AA category at the time of 
execution of such swap or financial products agreement.  The Financial Risk Management Policy 
also contains provisions which limit counterparty exposure. 

Non-Renewal and Default Risks Regarding Liquidity Facilities   

As of the date of this Official Statement, the City has $765,910,000 of outstanding Parity 
Bonds which are supported by liquidity facilities (“Support Facilities”).  These Support Facilities 
are listed in the table below.   
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Name of Support Facility 
Provider 

Total Outstanding 
Amount of Associated 

Bonds Ratings of Provider(1) 

Stated Termination 
Date(s) of Support 

Facility(ies) 

Dexia Credit Local $339,535,000 A1/A 8/18/11; 8/24/16; 9/13/18  

State Street Bank and Trust $126,625,000 Aa2/AA- 12/15/10; 9/15/10 

Bayerische Landesbank $185,000,000 A1/NR(2) 11/30/15; 9/14/16 

JPMorgan Chase Bank, 
National Association $50,000,000 Aa1/AA- 9/10/10 

The Bank of Nova Scotia $66,455,000 Aa1/AA- 9/30/11 

      
(1) Ratings by Moody’s Investors Service and Standard and Poor’s Rating Services, a Division of The McGraw-Hill Companies, Inc. (“S&P”), 

respectively.   
(2) S&P withdrew its rating on Bayerische Landesbank on October 19, 2009. 
 

The Parity Bonds which are supported by the Support Facilities are subject to the risk of 
expiration and non-renewal of the related Support Facilities and the inability of the City to find 
replacement Support Facilities.  In addition, there can be no assurance that the providers of such 
Support Facilities will be financially able to meet their respective contractual obligations 
thereunder, whether as a result of bankruptcy, insolvency or other events adversely affecting 
their creditworthiness.  Any non-renewal of a Support Facility, any inability of the provider of a 
Support Facility to meet its obligations thereunder and any rating downgrade associated 
therewith could have an adverse effect on the City. 

Debt Service Reserve Surety Providers   

A portion of the outstanding Parity Bonds are secured by reserve funds that have been 
funded with debt service reserve surety policies provided by Financial Security Assurance Inc., 
Ambac Assurance Corporation, and National Public Finance Guarantee Corporation (as 
successor to MBIA Insurance Corporation) in lieu of cash deposits.  In the event that there are 
insufficient Net Pledged Revenues available to pay the debt service on the Parity Bonds 
(including the Bonds), it may become necessary for City to draw upon its surety policies in order 
to make a portion of such payments.  In the event that one or more of the providers of the debt 
service reserve surety policies fails to honor such a draw, the Bonds may be negatively impacted, 
and the full extent of such impact cannot be known at this time.  The City has no obligation to 
replace any of the providers of the debt service reserve surety policies or deposit additional cash, 
securities, or debt service reserve surety policies into reserve funds if the respective ratings of the 
providers are lowered.  While the reserve funds containing the City's debt service reserve surety 
polices do not secure the Bonds, the Parity Bonds that are secured by such reserve funds have a 
parity lien upon the Net Pledged Revenues and a default under any of the Parity Bond ordinances 
would be a default under the Bond Ordinance.   

Outstanding Utilities Revenue Bonds and Other Obligations 

Upon issuance of the Bonds, the City will have $1,747,786,000 aggregate principal 
amount of Parity Bonds (including the Bonds) outstanding.  Subject to market conditions, the 
City anticipates issuing approximately $9,000,000 of additional utilities revenue bonds in 2009.  
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These additional utilities revenue bonds, if issued, will have a lien on the Net Pledged Revenues 
on a parity with the Parity Bonds (including the Bonds).   

The City has additionally entered into a Revolving Loan Agreement with U.S. Bank 
National Association (“U.S. Bank”) dated as of December 5, 2008 (the “2008 Line of Credit”) 
and a similar Revolving Loan Agreement with U.S. Bank dated as of May 27, 2009 (the “2009 
Line of Credit” and, together with the 2008 Line of Credit, the “Lines of Credit”).  Each of the 
Lines of Credit allows the City to receive advances in an amount up to $50,000,000, for a total of 
$100,000,000, to fund the Utilities’ operating needs and normal expenditures including, without 
limitation, regularly scheduled capital expenses.  The City’s repayment obligations under the 
Lines of Credit are limited to the Net Pledged Revenues, on a subordinate basis to the Parity 
Bonds and certain related obligations.  The 2008 Line of Credit expires on December 3, 2009, 
and the 2009 Line of Credit expires on May 25, 2010.  The City has entered into several 
agreements similar to the Lines of Credit over the past several years, and, to date, the City has 
not borrowed money under any such agreement.    

Other Fixed Cost Obligations 

In addition to the Parity Bonds, the City has other fixed cost obligations relating to the 
Utilities.  These include, but are not limited to, payments to the authorities in which the City 
and/or the Utilities is a member to purchase water services, the Utilities’ take-or-pay power 
purchase agreement with Front Range Power Company, L.L.C. (“Front Range Power”) and 
payments to U.S. Department of Energy, Western Area Power Administration (“WAPA”).  
These payments are treated as operation and maintenance expenses of the System.  

For the fiscal year ended December 31, 2008, the City made the following payments 
pursuant to these obligations:  (a) $5,610,666 to the Fountain Valley Authority; (b) $35,190,540 
capacity charges to Front Range Power pursuant to the power purchase agreement between the 
Utilities and Front Range Power (which does not include a $6,499,752 credit for capacity 
payments made to Colorado Interstate Gas (“CIG”) for transportation) and (c) $5,083,315 to 
WAPA.  The Utilities estimates that it will pay capacity costs of approximately $38,157,424 to 
Front Range Power in the fiscal year ending December 31, 2009 pursuant to the power purchase 
agreement (which does not include an estimated $6,035,541 credit for capacity payments made 
to CIG for transportation).  The Utilities also estimates that it will pay $5,590,099 and 
$4,564,162 to Fountain Valley Authority and WAPA, respectively, in the fiscal year ending 
December 31, 2009. 

Swap Agreements 

Swap Agreement related to refunding of 1994 Bonds.  In August 2003, the City entered 
into a swap agreement with JPMorgan Chase Bank, National Association (“JPMorgan Chase”), 
which became effective on August 18, 2004 and will terminate on November 1, 2023 (the “2004 
SIFMA Swap”).  Pursuant to the 2004 SIFMA Swap, JPMorgan Chase will pay the City a 
variable interest rate on the notional amount of $117,450,000 equal to the Securities Industry and 
Financial Markets Association Municipal Swap Index (published weekly by the Securities 
Industry and Financial Markets Association) (“SIFMA”) and the City will pay JPMorgan Chase 
a fixed interest rate on the same notional amount equal to 4.112% per annum.  If SIFMA 
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averages more than 7% for 180 consecutive calendar days during the term of the 2004 SIFMA 
Swap, the 2004 SIFMA Swap will terminate by its terms and no payments by either party will be 
due.  The effective date of the 2004 SIFMA Swap was the date on which the City issued its 
Variable Rate Demand Utilities System Subordinate Lien Refunding Revenue Bonds, Series 
2004A in the aggregate principal amount of $117,450,000 to refund all of the City’s outstanding 
Utilities System Improvement and Refunding Revenue Bonds, Series 1994A. 

Swap Agreement related to refunding of 1996 Bonds.  In August 2003, the City entered 
into a second swap transaction with JPMorgan Chase, which became effective on August 24, 
2006 and will terminate on November 1, 2025 (the “2006 Refunding Libor Swap”).  Pursuant to 
the 2006 Refunding Libor Swap, JPMorgan Chase will pay the City a variable interest rate on the 
notional amount of $60,625,000 equal to 68% of the 1-month London Interbank Offered Rate for 
deposits in U.S. dollars (“Libor”) and the City will pay JPMorgan Chase a fixed interest rate on 
the same notional amount equal to 4.481% per annum.  The effective date of the 2006 Refunding 
Libor Swap was the date on which the City issued its Variable Rate Demand Utilities System 
Subordinate Lien Improvement and Refunding Revenue Bonds, Series 2006A in the aggregate 
principal amount of $60,625,000 to refund all of the City’s outstanding Utilities System Revenue 
Bonds, Series 1996A. 

Swap Agreement related to a portion of the City’s 2005 bond issuance for the Utilities.  
In June 2004, the City entered into swap agreements with Merrill Lynch Capital Services, Inc. 
(“Merrill”) and J. Aron & Company (“Aron” and collectively with Merrill, the “2005 SIFMA 
Swap Counterparties”), which became effective on September 15, 2005 and will terminate on 
November 1, 2035 (collectively, the “2005 SIFMA Swap”).  Pursuant to the 2005 SIFMA Swap, 
the 2005 SIFMA Swap Counterparties will pay the City a variable interest rate on the notional 
amount of $100,000,000 ($75,000,000 of which is attributable to Merrill’s agreement with the 
City and $25,000,000 of which is attributable to Aron’s agreement with the City) equal to 
SIFMA and the City will pay the 2005 SIFMA Swap Counterparties a fixed interest rate on the 
same notional amount equal to 4.7099% per annum.  The effective date of the 2005 SIFMA 
Swap was the date on which the City issued its Variable Rate Demand Utilities System 
Subordinate Lien Improvement Revenue Bonds, Series 2005A in the aggregate principal amount 
of $100,000,000 to finance a number of general capital improvements to the System. 

Swap Agreements related to the City’s 2006 bond issuance for the Utilities.  In June 
2004, the City entered into swap agreements with JPMorgan Chase and Morgan Stanley Capital 
Group Inc. (“Morgan” and collectively with JPMorgan Chase, the “2006 New Money Libor 
Swap Counterparties”) which became effective on September 14, 2006 and will terminate on 
November 1, 2036 (collectively, the “2006 New Money Libor Swap”).  Pursuant to the 2006 
New Money Libor Swap, the 2006 New Money Libor Swap Counterparties will pay the City a 
variable interest rate on the notional amount of $75,000,000 ($45,000,000 of which is 
attributable to Morgan’s agreement with the City and $30,000,000 of which is attributable to 
JPMorgan Chase’s agreement with the City) equal to 68% of Libor and the City will pay the 
2006 New Money Libor Swap Counterparties a fixed interest rate on the same notional amount 
equal to 4.1185% per annum.  The effective date of the 2006 New Money Libor Swap was the 
date on which the City issued its Variable Rate Demand Utilities System Subordinate Lien 
Improvement Revenue Bonds, Series 2006B in the aggregate principal amount of $75,000,000 to 
finance a number of general capital improvements to the System. 
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Swap Agreement related to the City’s 2007 bond issuance for the Utilities.  In June 
2005, the City entered into swap agreements with Aron and Morgan (collectively, the “2007 
New Money Libor Swap Counterparties”) which became effective on September 13, 2007 and 
will terminate on November 1, 2037 (collectively, the “2007 New Money Libor Swap”).  
Pursuant to the 2007 New Money Libor Swap, the 2007 New Money Libor Swap Counterparties 
will pay the City a variable interest rate on the notional amount of $75,000,000 ($45,000,000 of 
which is attributable to Aron’s agreement with the City and $30,000,000 of which is attributable 
to Morgan’s agreement with the City) equal to 68% of Libor and the City will pay the 2007 New 
Money Libor Swap Counterparties a fixed interest rate on the same notional amount equal to 
3.198% per annum.  The effective date of the 2007 New Money Libor Swap was the date on 
which the City issued its Variable Rate Demand Utilities System Improvement Revenue Bonds, 
Series 2007A in the aggregate principal amount of $75,000,000 to finance a number of general 
capital improvements to the System.    

Swaption Agreement related to refunding of 1997A Bonds.  In September 2004, the City 
entered into a Swaption Agreement (the “2007 Swaption”) with UBS AG (“UBS”) pursuant to 
which the City sold UBS a one-time option to start a swap agreement (the “2007 Refunding 
SIFMA Swap”) with UBS.  In January 2005, the City received $5,178,000 from UBS as payment 
for the option on the swap.  This amount was deposited in the Financial Risk Mitigation Fund. 

The 2007 Refunding SIFMA Swap became effective on October 1, 2007 and will 
terminate on November 1, 2026.  Pursuant to the 2007 Refunding SIFMA Swap, UBS will pay 
the City a variable interest rate on the notional amount of $87,275,000 equal to SIFMA.  The 
City will pay UBS a fixed interest rate on the same notional amount equal to 5.125% per annum.  
The effective date of the 2007 Refunding SIFMA Swap was October 1, 2007, the date on which 
the City issued its Variable Rate Demand Utilities System Improvement and Refunding Revenue 
Bonds, Series 2007B in the aggregate principal amount of $87,275,000 to refund the portion of 
its Utilities System Improvement and Refunding Revenue Bonds, Series 1997A maturing on 
November 15, 2026.   

Swaption Agreement related to possible refunding of 1999A Bonds.  In September 
2004, the City entered into a Swaption Agreement (the “2009 Swaption”) with UBS pursuant to 
which the Utilities sold UBS the European option to start a swap agreement (the “2009 Libor 
Swap”) with UBS.  In January 2005, the City received $7,371,000 from UBS as payment for the 
option on the swap.  This amount was deposited in the Financial Risk Mitigation Fund.   

The 2009 Libor Swap became effective on October 1, 2009 and will terminate on 
November 1, 2028.  Pursuant to the 2009 Libor Swap, UBS will pay the City a variable interest 
rate on the notional amount of $63,250,000 equal to 68% of Libor and the City will pay UBS a 
fixed interest rate on the same notional amount equal to 5.45% per annum.  The effective date of 
the 2009 Libor Swap was the date on which the City issued its Variable Rate Demand Utilities 
System Refunding Revenue Bonds, Series 2009C in the aggregate principal amount of 
$66,455,000 to refund the City’s outstanding Utilities System Subordinate Lien Improvement 
Revenue Bonds, Series 1999A. 

Swap Agreement related to a portion of the City’s 2008 bond issuance for the Utilities.  
In August 2006, the City entered into a swap agreement with Merrill (the “2008 SIFMA Swap 
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Counterparty”) which became effective on September 12, 2008 and will terminate on November 
1, 2038 (the “2008 SIFMA Swap”).  Pursuant to the 2008 SIFMA Swap, the 2008 SIFMA Swap 
Counterparty will pay the City a variable interest rate on the notional amount of $50,000,000 
equal to SIFMA and the City will pay the 2008 SIFMA Swap Counterparty a fixed interest rate 
on the same notional amount equal to 4.2686% per annum.  The effective date of the 2008 
SIFMA Swap was the date on which the City issued its Variable Rate Demand Utilities System 
Improvement Revenue Bonds, Series 2008A in the aggregate principal amount of $50,000,000 to 
finance a number of general capital improvements to the System. 

Swap Agreement related to the City’s estimated 2010 new money bond issuance for the 
Utilities.  In August 2007, the City entered into a swap agreement with Morgan (the “2010 Libor 
Swap Counterparty”) which will become effective on September 16, 2010 and will terminate on 
November 1, 2040 (the “2010 Libor Swap”).  Pursuant to the 2010 Libor Swap, the 2010 Libor 
Swap Counterparty will pay the City a variable interest rate on the notional amount of 
$50,000,000 equal to 68% of Libor and the City will pay the 2010 Libor Swap Counterparty a 
fixed interest rate on the same notional amount equal to 3.845% per annum.  The 2010 Libor 
Swap is designed to lock in the interest rate for a portion of the City’s estimated 2010 new 
money issuance for the Utilities. 

Swap Agreement related to the City’s estimated 2011 new money bond issuance for the 
Utilities.  In August 2007, the City entered into a swap agreement with Morgan (the “2011 Libor 
Swap Counterparty”) which will become effective on September 15, 2011 and will terminate on 
November 1, 2041 (the “2011 Libor Swap”).  Pursuant to the 2011 Libor Swap, the 2011 Libor 
Swap Counterparty will pay the City a variable interest rate on the notional amount of 
$50,000,000 equal to 68% of Libor and the City will pay the 2011 Libor Swap Counterparty a 
fixed interest rate on the same notional amount equal to 3.883% per annum.  The 2011 Libor 
Swap is designed to lock in the interest rate for a portion of the City’s estimated 2011 new 
money issuance for the Utilities. 

Summary of Current Swap Agreements.  Set forth below is a summary of the interest 
rate swap agreements entered into by the City on behalf of the Utilities. 
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Name of Swap Counterparty 

Current 
Counterparty 

Rating (2) 
Notional 
Amount 

Fixed Rate 
Payable by 

the City 

Variable 
Rate 

Payable to 
the City 

Effective 
Date 

Termination 
Date 

Mark to 
Market 

Value as of 
9/30/20094) 

         

2004 SIFMA Swap JPMorgan Chase 
Bank 

Aa1/AA- $117,450,000 4.1120% SIFMA(1) 8/18/04 11/1/23 $ (15,782,367) 

2005 SIFMA Swap Merrill Lynch Capital 
Services, Inc.  

A2/A $75,000,000 4.7099% SIFMA 9/15/05 11/1/35 (14,661,239) 

2005 SIFMA Swap J. Aron & Company A1/A $25,000,000 4.7099% SIFMA 9/15/05 11/1/35 (4,806,051) 

2006 Refunding 
Libor Swap 

JPMorgan Chase 
Bank 

Aa1/AA- $60,625,000 4.4810% 68% of Libor 8/24/06 11/1/25 (13,387,576) 

2006 New Money 
Libor Swap 

Morgan Stanley 
Capital Group Inc. 

A2/A $45,000,000 4.1185% 68% of Libor 9/14/06 11/1/36 (9,423,072) 

2006 New Money 
Libor Swap 

JPMorgan Chase 
Bank 

Aa1/AA- $30,000,000 4.1185% 68% of Libor 9/14/06 11/1/36 (5,847,463) 

2007 New Money 
Libor Swap 

J. Aron & Company A1/A $45,000,000 3.198% 68% of Libor 9/13/07 11/1/37 (3,949,158) 

2007 New Money 
Libor Swap 

Morgan Stanley 
Capital Group Inc. 

A2/A $30,000,000 3.198% 68% of Libor 9/13/07 11/1/37 (2,643,091) 

2007 Refunding 
SIFMA Swap 

UBS AG Aa2/A+ $87,275,000 5.125% SIFMA 10/01/07 11/1/26 (21,522,547) 

2008 SIFMA Swap Merrill Lynch Capital 
Services, Inc.  

A2/A $50,000,000 4.2686% SIFMA 9/12/08 11/1/38 (7,085,944) 

2009 Libor Swap(3) UBS AG Aa2/A+ $63,250,000 5.450% 68% of Libor 10/01/09 11/1/28 (23,841,807) 

2010 Libor Swap Morgan Stanley 
Capital Group Inc. 

A2/A $50,000,000 3.845% 68% of Libor 9/16/10 11/1/40 (7,203,223) 

2011 Libor Swap Morgan Stanley 
Capital Group Inc. 

A2/A $50,000,000 3.883% 68% of Libor 9/15/11 11/1/41 (6,414,826) 

      
(1) If SIFMA averages more than 7% for 180 consecutive calendar days during the term of the 2004 SIFMA Swap, the 2004 SIFMA Swap will 

terminate by its terms and no payments by either party will be due. 
(2) Ratings of the respective parent companies by Moody’s Investors Service and Standard and Poor’s Rating Services, a Division of The 

McGraw-Hill Companies, Inc., respectively.   
(3) UBS has purchased the option to start the 2009 Libor Swap pursuant to the 2009 Swaption. 
(4)  Source:  Swap Counterparty.  The Mark to Market values shown on this table generally represent the difference between the present value 

of the fixed rate payments to be made by the City and the present value of the variable rate payments to be made by the applicable swap 
counterparty, as of the date noted.  When the present value of the payments to be made by the City exceeds the present value of the 
payments to be made by the applicable counterparty, the applicable swap agreement has a negative Mark to Market value to the City.  When 
the present value of the payments to be made by the applicable counterparty exceeds the present value of the payment to be made by the 
City, the applicable swap agreement has a positive Mark to Market value to the City.  If at the time of termination the applicable swap 
agreement has a negative Mark to Market value to the City, the City would be liable to the counterparty for a payment equal to such value.  
See “ – Priority of Swap Payment Obligations” below.  None of counterparties has the right to terminate the applicable swap agreement 
unless the City is in default in its obligations under the swap agreement.  The Mark to Market values are shown for informational purposes 
only and, unless the applicable swap agreement is terminated, do not impact the financial condition of the Utilities.   

 
Risks Associated with Collateral Posting.  The swap agreements discussed above have 

provisions relating to collateral posting by each party.  As the mark to market value of an 
agreement to the City decreases according to market conditions, the City is obligated to post 
collateral with the applicable counterparty.  Conversely, as the mark to market value to the City 
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increases, such collateral may be returned to the City in whole or in part.  If an agreement is 
terminated prior to its stated expiration, any collateral posted by the City would be retained by 
the counterparty.  

As of September 30, 2009, the City has posted $39,242,558 in collateral with the various 
counterparties to the swap agreements discussed above and in “THE GAS SYSTEM – Gas Price 
Hedge Program.”  Such posting impacts the Utilities’ cash reserves and liquidity.  Depending 
upon market conditions, such posting could continue to increase and have a larger impact on the 
Utilities’ cash reserves and liquidity.  To partially alleviate this impact, the City, on behalf of the 
Utilities, has entered into the Lines of Credit in a combined amount of $100,000,000.  See “ – 
Outstanding Utilities Revenue Bonds and Other Obligations” above. 

For a discussion of the Utilities’ gas hedges, see “THE GAS SYSTEM – Gas Price 
Hedge Program.” 

Priority of Swap Payment Obligations.  The obligation of the City to make payments 
under any of the swap agreements discussed above, other than termination payments, is secured 
by a lien on the Net Pledged Revenues which is on parity with the lien thereon of the Parity 
Bonds (including the Bonds).  The obligation of the City to make any termination payments 
under any of the swap agreements discussed above is secured by a lien on the Net Pledged 
Revenues which is junior to the lien thereon of the Parity Bonds.     

Debt Service Coverage 

The ordinances governing the Parity Bonds include a rate covenant requiring that rates 
charged to users of the System’s services be sufficient so that the ratio of Net Pledged Revenues 
to debt service on the Parity Bonds for the current fiscal year will be at least 1.30 to 1 (the “Rate 
Coverage Ratio”).  For many years the City has maintained debt service coverage greater than 
the required Rate Coverage Ratio of 1.30 to 1. 

A separate debt service coverage covenant in the Bond Ordinance, applicable to the 
Utilities’ issuance of additional bonds in certain situations, requires the ratio of Net Pledged 
Revenues to Average Annual Principal and Interest Requirements to be at least 1.30 to 1 (the 
“Additional Bonds Coverage Ratio”).  On and after the Effective Date, the Additional Bonds 
Coverage Ratio will be reduced to 1.00 to 1.  See “DESCRIPTION OF THE BONDS – 
Springing Modifications to the Bond Ordinance” and “APPENDIX B – THE BOND 
ORDINANCE – Additional Securities Prior to the Effective Date” and “– Additional Securities 
On and After the Effective Date.”  

The following table shows debt service coverage as calculated by the Utilities with 
respect to the years indicated (without taking into account component units) using the then 
current Average Annual Principal and Interest Requirements as of each year (as required for the 
Additional Bonds Coverage Ratio) and using the then current fiscal year debt service (as required 
for the Rate Coverage Ratio):  
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 2004 2005 2006 2007 2008 
      
Operating Revenues $ 590,990,827 $ 671,846,586 $ 678,530,612 $ 721,355,652 $  756,773,934         
      
Operating Expense (553,811,988) (599,218,275) (617,183,011) (654,520,615) (721,928,767) 
      
Depreciation     79,528,117     82,849,117      85,670,641        89,473,930       94,133,263 

Operating Revenues            
Available For Debt Service 

 
$ 116,706,956 

 
$ 155,477,428 

 
$ 147,018,242 

 
$156,308,967 $ 128,978,430 

      
Interest Earnings 
(excl. interest on bonds) 

 
2,979,828 

 
6,045,830 

 
9,847,115 

 
11,635,119 7,326,967 

      
Development Fees     39,768,779     32,357,444      30,130,136       30,763,634     24,500,464 
      
     Net Pledged Revenues  $ 159,455,563 $ 193,880,702 $ 186,995,493 $  198,707,720 $ 160,805,861 
      
Average Annual Principal and 
Interest Requirements (1) 

 
$ 60,695,379 

 
$ 64,739,146 

 
$ 67,610,705 

 
$69,489,539 $  69,492,778 

      
Additional Bonds Coverage Ratio  

2.63 
 

2.99 
 

2.77 
 

2.86 2.31 
      
Fiscal Year Debt Service $ 71,721,654 $ 80,780,697 $ 87,054,844 $ 91,166,197 $  79,387,740 
      
Rate Coverage Ratio (2) 2.22 2.40 2.15 2.18 2.03 
 
(1)  These figures include the principal and interest due on outstanding Senior Lien Bonds and the utilities revenue bonds 

discussed above under “– Outstanding Utilities Revenue Bonds and Other Obligations” for the year shown.  The City no 
longer has any outstanding Senior Lien Bonds. 

(2) This ratio is different than the ratio listed in the 2005 audited financial statements (2.47).  The Utilities no longer uses bond 
funded interest in calculating this ratio and has removed such amounts from this calculation. 

 
Over the last decade, the Utilities has experienced relatively high capital outlays due to 

fairly rapid local growth and the need to add capacity in electric generation and in water and 
wastewater treatment.  In order to mitigate the potentially large rate impacts that could have 
resulted from these significant capital outlays, and given the Utilities’ historic high debt service 
coverage ratios, the Utilities made a strategic decision to increase the use of debt to finance these 
large capital additions.  The Utilities’ long term goal is a Rate Coverage Ratio of 2.0 or above.  
However, actual coverage ratios will be a function of not just the Utilities’ long term capital 
structure but also the specific costs and revenues in each year.  This can be significantly 
impacted by annual weather variations, volatility in fuel and power markets, and other factors. 
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Pro Forma Debt Service Schedule 

The following table sets forth the estimated debt service schedule for the outstanding 
Parity Bonds following issuance of the Bonds. 

The 2009D-2 Bonds 
Year 

Debt Service 
on Outstanding 

Parity Bonds(1)(2) Principal(3) Interest 
Total Debt Service 
   Requirements    

2009 $ 83,152,348 $              0 $              0 $  83,152,348 
2010 124,775,503 0 3,375,125 128,150,628 
2011 127,230,246 0 3,393,980 130,624,226 
2012 113,994,027 0 3,393,980 117,388,007 
2013 115,743,405 0 3,393,980 119,137,385 
2014 116,634,325 0 3,393,980 120,028,305 
2015 118,095,905 0 3,393,980 121,489,885 
2016 120,131,756 870,000 3,393,980 124,395,736 
2017 120,675,399 895,000 3,357,754 124,928,153 
2018 121,106,884 920,000 3,317,219 125,344,103 
2019 121,473,199 950,000 3,274,172 125,697,371 
2020 121,744,942 980,000 3,228,772 125,953,714 
2021 122,092,092 1,010,000 3,176,057 126,278,149 
2022 122,065,078 1,050,000 3,121,730 126,236,808 
2023 122,746,422 1,085,000 3,065,250 126,896,672 
2024 123,026,399 1,120,000 3,006,888 127,153,287 
2025 121,392,867 1,160,000 2,946,643 125,499,510 
2026 101,513,461 1,205,000 2,878,052 105,596,513 
2027 115,826,191 1,255,000 2,806,801 119,887,992 
2028 119,193,532 1,300,000 2,732,593 123,226,125 
2029 197,469,764 1,350,000 2,655,724 201,475,488 
2030 78,057,098 1,405,000 2,575,898 82,037,996 
2031 46,352,388 1,455,000 2,491,415 50,298,803 
2032 46,367,565 1,515,000 2,403,926 50,286,491 
2033 47,852,797 1,575,000 2,312,829 51,740,626 
2034 40,663,832 1,635,000 2,218,125 44,516,957 
2035 33,032,257 1,700,000 2,119,812 36,852,069 
2036 25,048,297 1,765,000 2,017,591 28,830,888 
2037 19,477,071 1,835,000 1,911,462 23,223,533 
2038 15,010,401 1,905,000 1,801,123 18,716,524 
2039 11,821,663 1,980,000 1,686,575 15,488,238 
2040 7,179,538 2,060,000 1,567,518 10,807,056 
2041 7,181,700 2,145,000 1,437,470 10,764,170 
2042 7,170,150 2,230,000 1,302,056 10,702,206 
2043 7,159,875 2,325,000 1,161,276 10,646,151 
2044 4,450,350 2,420,000 1,014,499 7,884,849 
2045 3,540,050 2,520,000 861,725 6,921,775 
2046 2,629,950 2,615,000 702,637 5,947,587 
2047 2,626,750 2,725,000 537,552 5,889,302 
2048 2,626,950 2,835,000 365,523 5,827,473 
2049 0 2,955,000 186,549 3,141,549 

 
(1) Exclusive of Support Facilities.    
(2) Includes principal, interest and mandatory sinking fund payments with respect to the Parity Bonds, excluding the Bonds.  This assumes an 

interest rate of 4.00% for the variable rate 2000A Bonds, an interest rate of 4.90% for the variable rate 2002C Bonds and an interest rate of 
3.00% for the unhedged portion of the 2009C Bonds.  This also assumes an interest rate of 4.112% for the 2004A Bonds, an interest rate of 
4.7099% for the 2005A Bonds, an interest rate of 4.4810% for the 2006A Bonds, an interest rate of 4.1185% for the 2006B Bonds, an 
interest rate of 3.198% for the 2007A Bonds, an interest rate of 5.125% for the 2007B Bonds, and an interest rate of 4.2686% for the 2008A 
Bonds, based upon swap agreements related to these bonds.  Assumes an interest rate of 5.45% for $63,250,000 of the 2009C Bonds based 
upon the swap agreement related to that portion of the 2009C Bonds.    

 See “– Swap Agreements” above. 
(3) Includes principal and mandatory sinking fund payments with respect to the Bonds. 
 
Source:  George K. Baum & Company, as Financial Consultant.   
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Capital Improvements 
 
The Utilities budgeted approximately $306,854,000 in capital expenditures for 2009, 

which is approximately $103,862,000 more than the budgeted amount for 2008.  The Utilities 
currently estimates that its capital expenditures for 2009 through 2011 will average about 
$303,595,000 annually.  Over 54% of the major capital projects are for water and wastewater 
projects.  The Utilities estimates that about 24% of the major capital projects during this period 
will be provided from internally generated funds.  Consequently, the Utilities expects that the 
principal amount of utilities revenue bonds to be issued to finance its projected capital 
expenditures will average approximately $231,000,000 annually from 2009 through 2011. 

Some of the major projects included as a part of the Utilities’ capital improvement 
program are described under “THE ELECTRIC SYSTEM – Capital Improvements to the 
Electric System,” “THE WATER SYSTEM – Capital Improvements to the Water System,” and 
“THE WASTEWATER SYSTEM – Capital Improvements to the Wastewater System.”  The 
Utilities’ forecasts of its long range capital expenditures and the timing of construction of a 
number of the proposed major capital projects are dependent on future economic conditions, 
population growth within the Utilities’ service areas and other factors beyond its control, such as 
environmental regulations.  The ability of the Utilities to construct these projects in the projected 
timeframes and to maintain the Rate Coverage Ratio at historical levels will depend, in part, 
upon rate increases in future years. 

Tax and Spending Limits 

In 1991, the City’s voters approved an amendment to the Charter (the “Charter 
Amendment”), and in 1992, the State’s voters approved an amendment to the Colorado 
Constitution (the “Constitutional Amendment” and together with the Charter Amendment, the 
“Amendments”).  The Amendments are similar and attempt to restrict the City’s spending by (a) 
limiting the amount by which fiscal year spending may change from year to year in accordance 
with a formula based upon inflation and City growth, (b) limiting annual changes in City 
property taxes in accordance with a formula based upon inflation and City growth and (c) 
requiring voter approval in advance for new taxes, tax rate increases, certain property tax mill 
levies and the creation of most direct or indirect City obligations.  While several provisions of 
the Amendments have been interpreted by the courts, many provisions remain unclear and may 
require judicial interpretation in the future. 

Both Amendments, however, exclude “enterprises,” which are defined as government-
owned-business authorized to issue revenue bonds and receiving under 10% of annual revenue in 
grants from all state and local governments combined.  Management of the Utilities believes that 
the Utilities currently constitutes an “enterprise” under the Amendments due to the level of 
revenues it currently receives from governmental grants.  Management of the Utilities also 
considers it extremely unlikely that in the future the Utilities would receive a sufficient 
percentage of its revenues from government grants to cause the Utilities to lose its status as an 
“enterprise” for purposes of the Amendments. 

If the Utilities ever ceases to be an enterprise within the meaning of either of the 
Amendments, the Utilities’ spending and revenues would become integrated with the City’s 
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overall spending and revenues for purposes of compliance with the applicable Amendment.  In 
such a situation, the applicability of the spending and revenue limitations upon the Utilities could 
restrict the Utilities’ ability to spend the Utilities’ revenues in excess of such limitations absent 
voter approval.  The effect of any future inclusion of the Utilities as part of the City’s compliance 
with the limitations of the Amendments would depend on the City’s overall spending and 
revenues at that time.  Furthermore, the provisions of the Amendments requiring voter approval 
for City obligations would apply to future bond issues of the Utilities, including certain 
refunding bonds, and the Constitutional Amendment’s 3% reserve requirement would become 
applicable to the City, which would then include the Utilities as part of the City.  Even if the 
Utilities ceases to have enterprise status within the meaning of either of the Amendments, 
however: (i) the City could still impose increased fees, rates and charges for the Utilities without 
voter approval; (ii) the rate covenant and the lien on Net Pledged Revenues provided for in the 
Bond Ordinance will continue to secure the payment of debt service on the Bonds; and (iii) if the 
City is required to reduce spending in order to comply with its overall spending limit, the City 
would first be required to reduce spending for purposes for which it does not have an obligation 
under law or by contract prior to reducing spending required to comply with its covenants related 
to outstanding indebtedness (including the debt of the Utilities).    

The City and the Utilities have not conducted a detailed analysis, however, of the overall 
impact on the City and the Utilities if the Utilities ever ceases to qualify as an “enterprise;” 
accordingly, no representation can be made as to the overall impact of the Amendments on the 
future activities of the Utilities.   

Insurance 

The Utilities conducts an ongoing review of the value of its assets and its operational and 
enterprise risk.  The Utilities implemented an Enterprise Risk Management program starting in 
2004.  The program is based upon the COSO Enterprise Risk Management – Integrated 
Framework. The program provides a governance framework to identify, quantify, prioritize and 
manage the significant risks of the Utilities. The Utilities risk consultant, RW Beck, Colorado, 
reviewed the Enterprise Risk Management program in 2005. As part of the Enterprise Risk 
Management program, specific risk mitigation policies, plans and procedures are maintained to 
provide for concentrated, consistent efforts for various risk exposures which require specific 
forms of mitigation strategies. To provide for ongoing monitoring and communication, the Risk 
Management Committee receives information on a regular basis to maintain awareness of the 
status of  prominent risk exposures. The Utilities’ Board receives semi-annual monitoring reports 
on Enterprise Risk Management. 

Various risks of loss are insured, self-insured or assumed.  The Utilities has several 
insurance policies covering damages due to most types of major losses.  Property insurance for 
physical damage is purchased commercially for the Utilities’ facilities and for most of the 
infrastructure (excepting transmission lines, underground piping and dams).  Coverage for losses 
under the Terrorism Risk Insurance Act is purchased under the property insurance.  Business 
Interruption coverage has been purchased for the Martin Drake and Ray Nixon power plants.  
Replacement cost coverage is provided subject to varying deductibles from $10,000 to 
$1,000,000 on power plant equipment. 
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The Utilities purchases excess commercial general liability and automobile liability 
coverage in the amount of $35,000,000.  Under this contract, the Utilities has a self-insured 
retention of $500,000 per occurrence.  Workers’ Compensation claims are self-insured and 
managed by an in-house staff.  An Excess Workers’ Compensation liability insurance policy is 
purchased for statutory benefits in excess of $750,000 per occurrence.  A self-insurance claim 
reserve fund is maintained to pay outstanding claims.  The Utilities is solely self-insured for 
liability arising out of employment practices liability and Directors and Officers claims.   

The Utilities currently maintains extra expense insurance on its Nixon Unit 1 and Drake 
Units 5, 6 and 7 electric generation facilities.  This insurance covers incidental increased costs 
after a triggering incident.  A triggering incident under this insurance generally occurs when 
physical damage at a covered unit occurs and includes damage to the whole unit or damage 
which results in a reduction in the unit’s output.  This insurance replaces the realized incremental 
cost of replacement power and other costs, regardless of source, compared to normal variable 
cost of the unit.  The coverage on this insurance is limited to $30,000,000 per unit per year. 

The Colorado Governmental Immunity Act generally provides that the maximum amount 
that may be recovered through tort claims against entities such as the Utilities is $150,000 for 
any injury to one person in any single occurrence, and $600,000 for any injury to two or more 
persons in any single occurrence (except to the extent that certain amounts may be recoverable 
from any insurer).  The Colorado Governmental Immunity Act provides the City may, by 
resolution, increase any maximum amount that may be recovered from the City for the type of 
injury described in the resolution.  The City Council, on July 8, 1986, adopted a resolution 
waiving the statutory liability limits set forth in the Colorado Governmental Immunity Act with 
respect to the Utilities’ activities up to the limits of the Utilities’ then current insurance policies, 
but only for the types of injuries covered under those insurance policies.  It remains the intention 
of the City, however, to waive the statutory limits set forth under the Colorado Governmental 
Immunity Act for only that period for which the City remains insured.  In the event insurance 
premiums become prohibitively expensive or insurance otherwise becomes unavailable to the 
Utilities, the City intends to terminate its waiver of the statutory limits. 

The Utilities also accrues on its balance sheet as a liability an amount estimated for injury 
and damage claims.  As of December 31, 2008, the Utilities’ balance sheet reflected the accrual 
for estimated probable losses for injury and damage claims of $1,187,497 for general liability 
claims.  The Utilities also contributes, along with the City, to a joint Workers’ Compensation 
Self-Insurance Fund.  Outstanding Workers’ Compensation claims are reserved at $1,873,916 
under the City’s self-insurance fund.  The City believes that any liability arising out of 
unforeseen losses will not materially impact the Utilities’ financial position.  This balance is not 
reflected on the Utilities’ balance sheet. 

Infrastructure Security 

The Utilities is committed to ensuring reliability of service through protection of 
infrastructure and to providing a secure environment for employees and customers.  Federal 
directives and mandates such as the North American Electric Reliability Corporation Critical 
Infrastructure Protection Standards, Department of Homeland Security Chemical Facility Anti-
Terrorism Standards, DHS Critical Infrastructure Protection Program, and Fair and Accurate 
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Credit Transactions Act require the development and implementation of security programs and 
plans to protect critical infrastructure, cyber assets and customer information.  In addition, the 
Utilities Governance Policy requires that programs be in place to protect corporate assets 
including, but not limited to, physical assets, intangible assets, intellectual property, confidential 
customer information and records.  Finally, the Utilities’ commitment to the corporate value 
around ‘people’ ensures that employees and customers conduct business in a safe and secure 
environment. 

Actions taken as a result of Federal mandates, risk and vulnerability assessments, and 
Governance Policy include security hardening and additional security personnel to protect 
critical utilities infrastructure and cyber assets, an identity theft prevention program to protect 
customer information, and additional information technology controls and training to ensure 
system and business information is not compromised.  Overall, the Utilities’ approach to security 
is one of balancing technology with a physical security control and response.   

Business continuity planning for the Utilities incorporates the entire cycle of business 
recovery, emergency action, and emergency response planning.  Business continuity plans for 
the Utilities’ critical infrastructure are exercised and maintained to assure the continuation of 
core business and operational systems in the event of a natural or man made emergency event. 

Investment Policy 

In June 2000, the City Council passed a resolution repealing the prior investment policy 
for the Utilities and confirming the authority of the Chief Executive Officer to establish an 
investment policy for the Utilities.  Pursuant to the resolution, the Chief Executive Officer 
implemented the “Colorado Springs Utilities Investment Policy” (the “Investment Policy”).  The 
most recent revision to the Investment Policy is dated November 17, 2008 and reflects the fact 
that previously issued bonds with a lien on the Net Pledged Revenues senior to that of the Parity 
Bonds are no longer outstanding, and permissible investments are now those allowed by the 
bond ordinances governing the Parity Bonds.  No other significant changes were made to the 
Investment Policy.  Prior revisions to the Investment Policy related to criteria for selecting 
financial institutions and broker/dealers.  Previous credit rating criteria were replaced with 
criteria utilizing the ratings of the three major credit rating agencies.  Also, the Chief Executive 
Officer, as opposed to the Utilities Board, is required to receive notification when a specialized 
transaction is negotiated without using a competitive bid process.  This exception does not apply 
to the investment of bond proceeds.   

The principal objectives of the Investment Policy are:  (a) the preservation of capital and 
protection of investment principal; (b) maintenance of sufficient liquidity to meet anticipated 
cash flows; (c) diversification to avoid unreasonable market risk; (d) attainment of a market rate 
of return; (e) conformance with all City, State and federal regulations; and (f) conformance with 
all applicable bond ordinance provisions for the outstanding utilities revenue bonds. 
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THE ELECTRIC SYSTEM 

The Electric System provides retail service to metropolitan Colorado Springs and 
Manitou Springs and delivers special contract power to the Academy, Peterson and Fort Carson.  
More than 90% of the population of El Paso County (the “County”) is directly or indirectly 
served by the Electric System. 

The Utilities has the electric franchise to serve Manitou Springs through 2025.  As part of 
its agreement with Manitou Springs, the Utilities must pay Manitou Springs a franchise fee equal 
to 8% of the gross revenues from the electric service provided to customers within the municipal 
limits of Manitou Springs.  Such franchise fee may be payable in cash or in-kind services; 
provided that the cash element of the franchise fee payment may not be less than 2% of the gross 
revenues received from the electric service for any month during the franchise. 

Electric Rates 

In addition to base electric rates, the Utilities charges customers an electric cost 
adjustment, which reflects the changes in the average costs of purchased power and unit fuel 
costs.  Effective January 1, 2005, the electric cost adjustment may be changed as frequently as 
monthly to reflect actual costs of fuel and purchased power to customers on a timely basis.   

The following base rates for residential and small commercial service, with the noted 
exception of the electric cost adjustment, have been in effect since February 1, 2009.   

Electric Rates 

Residential Service Standard Option:  
   

Supply Charges -- Per kWh ................................................... $0.0269 
 

Access and Facilities Charges 
 

Electric Cost Adjustment 
Electric Capacity Charge 

-- Per day ....................................................
-- Per kWh ...................................................
-- Per kWh 
-- Per kWh....................................................

$0.2815 
$0.0433 

$(0.0067) 

$0.0112 
   
Small Commercial Service General:  

   

   

Supply Charges -- Per kWh ................................................... $0.0269 
 

Access and Facilities Charges 
 
 
Electric Cost Adjustment 
Electric Capacity Charge 

-- Per day .................................................... 
-- Per kWh.................................................... 
 
-- Per kWh.................................................... 
-- Per kWh.................................................... 

$0.5010 
$0.0352 

 
$(0.0067)1 

$0.0121 
 
1 As of January 1, 2009. 
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The City Council is authorized to determine rates charged for electric services within the 
Electric System’s total service area (both inside and outside City limits).  However, if the rates to 
be charged for the same customer classifications are different for customers within and outside 
the City limits, then a State statute requires that rates to be charged outside the City limits be 
reviewed and approved by the Colorado Public Utilities Commission (the “PUC”) before 
becoming effective.  The statute also provides that the PUC has jurisdiction to resolve any 
conflict relating to the rates established by the City Council upon the filing of a complaint by 5% 
of the affected customers outside the City limits (which, in the case of the Electric System’s 
residential customers, would be approximately 850 customers).  Under the statute, the City 
Council is ordinarily required to give at least 30 days’ notice prior to holding a public hearing to 
consider proposed base rate changes.  The statute allows rate changes absent the public notice 
and hearing for good cause.  By virtue of the ordinances establishing the rate making process for 
the Utilities, a 30 day public notice is not provided for changes to the electric cost adjustment.  
Published notice is provided within 10 days after City Council approval for the electric cost 
adjustment. 

Electric System Sales and Revenues 

The ten largest customers of the Electric System during 2008 represented approximately 
796,642 megawatt hours (“MWH”), or 18.1% of sales (excluding interdepartmental and 
miscellaneous sales), and approximately $40,022,155 or 13.0% of revenues during that period 
(excluding interdepartmental revenues, interchange power revenues, wheeling and miscellaneous 
revenues previously classified as non-regulated revenues). 

Four of the Electric System’s military customers, Peterson, the Academy, Cheyenne 
Mountain Air Station and Fort Carson, purchase a portion of their power from WAPA.  The 
Utilities imposes wheeling rates for WAPA power delivered over the Electric System’s facilities 
to these customers, and such wheeling rates and back up power charges are designed to recover 
the Electric System’s costs of service.   

The number of active residential meters served by the Electric System was 181,541, 
183,125 and 183,984 at the end of 2006, 2007 and 2008, respectively.  The average annual use 
per residential customer was 7,633 kilowatt hours in 2006, 7,731 kilowatt hours in 2007 and 
7,660 kilowatt hours in 2008. 

The following tables set forth Electric System sales and revenues by customer class for 
the past five years:   
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 Electric Sales (MWH) 
Customer Class                                  2004         2005        2006        2007       2008    
      
Residential ......................................................... 1,299,045 1,343,324 1,385,813 1,415,810 1,409,389 
Commercial/Industrial-Small............................. 639,087 657,093 659,670 657,216 658,474 
Commercial/Industrial-Large............................. 1,905,579 1,939,964 1,992,285 2,000,247 1,981,952 
Special Contract Service ................................ 309,429 308,277 303,242 350,916 358,619 
Street Lighting(1) ................................................ 1,406 1,449 1,411 1,457 1,427 
Traffic Signals (previously included in 
commercial/small) .............................................

 
       7,508 

 
       6,695 

 
       4,994 

 
       3,095 

 
       1,836 

 Subtotal ...................................................... 4,162,054 
 

4,256,802 4,347,415 4,428,741 4,411,697 

Sale for Resale (Fountain) (2).............................. 200,097 99,546 - - - - - - 
Interdepartmental ............................................... 149,728 184,326 164,359 151,078 163,032 
Interchange Power (Net) ................................     18,039     31,015        7,249 1,005  
Miscellaneous Sales(3)              – -              – -              – -     213,897 

 
606,939 

 Total Electric Sales ................................ 4,529,918 
 

4,571,689 4,519,023 4,794,721 5,181,668 

Less Interdepartmental Sales ............................. (149,728) 
 

(184,326) (164,359) (151,078) 
 

(163,032) 

 Net Electric Sales ....................................... 4,380,190 
 

4,387,363 4,354,664 4,643,643 5,018,636 

Wheeled Power..................................................      27,925 
 

     20,978      28,577      31,823      31,742 

Gross Peak Demand (MW)................................           826 
 

          830          824           863           855 

Total Number of Active Electric Meters 
as of Year End ...................................................

 
   198,908 

 
   202,901 

 
   205,827 

 
   208,058    208,737 

      
 Electric Revenues 
 
Customer Class   

 
      2004       

 
      2005       

 
      2006              2007                2008        

Residential .........................................................$ 99,338,344 $105,488,535 $111,594,047 $120,054,977 $115,015,860 
Commercial / Industrial – Small ........................ 44,308,153 47,176,312 48,648,515 51,439,160 46,402,161 
Commercial / Industrial – Large ........................ 109,169,044 114,083,011 121,779,539 131,686,697 122,010,436 
Special Contract Service ................................ 15,173,941 15,667,567 15,875,963 19,716,700 18,174,075 
Streetlighting(1) .................................................. 4,600,096 4,602,156 4,927,915 5,003,876 5,136,573 
Traffic Signals ...................................................    468,857    440,397         359,490 267,643          194,456 
 Subtotal ......................................................$273,058,435 $287,457,978 $303,185,469 $328,169,053 $306,933,561 
Sale for Resale (Fountain)(2) .............................. 8,327,898 4,177,373 - - - - - - 
Interdepartmental ...............................................    10,096,469     11,872,220    11,139,733 11,489,349    11,291,263 
 Subtotal......................................................$291,482,802 $303,507,571 $314,325,202 $339,658,402 $318,224,824 
Interchange Power (net)..................................... 768,523 1,815,370 678,232 26,046 - - 
Miscellaneous Revenue(3) ................................       8,712,844       8,199,005      5,754,600     52,789,460    65,152,463 

 Total Electric Revenue ...............................$300,964,169 $313,521,946 $320,758,034 $392,473,908 $383,377,287 
Less: Interdepartmental Revenue............... (10,096,469)  (11,872,220) (11,139,733) (11,489,349) (11,291,263) 

 Net Electric Revenue................................ $290,867,700 $301,649,726 $309,618,301 $380,984,559 $372,086,024 
_______________________ 
(1)  2006 Streetlighting includes $254,594 in revenue for power consumption for streetlights reclassified from Residential.  
(2)  The City’s agreement with Fountain expired on July 1, 2005 and Fountain now purchases its power from another provider. 
(3) 2007 Miscellaneous Sales and Miscellaneous Revenue include sales and revenues classified as Non-regulated in prior 

years.  The change in classification was effective January 1, 2007. 
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System Capability 

The Electric System peak (net of auxiliary power used to operate the generating units) of 
863 megawatts (“MW”) was established in August 2007.  The following table sets forth 
information on the sources and amount of the present net capability of the Electric System.  
Currently, the Electric System’s non-coal fired units are used primarily for peaking and standby 
service.   

 
 
 
Unit      

 
 
 

      Fuel       

 
 

Year Unit 
  Completed 

Net 
Winter  

Capability 
(MW) 

 

Net 
Summer 

Capability 
(MW) 

Drake #5 
Drake #6 
Drake #7 
Birdsall #1 
Birdsall #2 
Birdsall #3 
Nixon #1 
Nixon #2 & 3 (Combustion Turbines) 
Tesla, Manitou, and Ruxton Hydro 
Total Resources 

Coal or Gas 
Coal or Gas 
Coal or Gas 
Gas or Oil 
Gas or Oil 
Gas or Oil 
Coal 
Gas 

1962 
1968 
1974 
1953 
1954 
1957 
1980 
1999 

46 
77 

131 
16 
16 
23 

208 
70 

  30 
617 

46 
77 

131 
16 
16 
23 

208 
60 

  34 
611 

 
Purchases 
U.S. Department of Energy, Western 
Area Power Administrative Purchase: 

Salt Lake City Integrated Area 
Projects 
Loveland Area Projects 

Front Range Power (Summer 2009 and 
Winter 2009-2010) 

Wind Purchases 
Total Purchases 

   
 
 
 

60 
58 

  337 
   1 

456 

 
 
 
 

15 
60 

357 
   1 

433 

Grand Total  
  

 
1,073 

 

 
1,044 

The table below details the Utilities’ existing summer resources classified by energy 
source: 
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Source of Power Supply MW % of Total 

Coal .........................................  462 76 
Natural Gas and Oil ................  115 19 
Hydro Generation....................  34 5 
Other Fuels..............................     0    0 
Total ........................................  611 100 

 

In 1989, the Utilities entered into contracts with WAPA for post September 30, 1989 
energy and capacity.  These contracts were later extended to September 30, 2024.  The two 
WAPA contracts are for purchases from WAPA’s Salt Lake City Integrated Area Projects 
(“SLCA/IP”) and from its Loveland Area Projects (“LAP”), providing for 15.149 MW in the 
summer season and 60.324 MW in the winter season, and 61.145 MW in the summer season and 
57.615 MW in the winter season, respectively. 

Currently, the energy available under the SLCA/IP contract is controlled by the Record of 
Decision on the Glen Canyon Environmental Impact Statement (the “EIS”), which was 
implemented on April 1, 1997.  Because of the EIS and the resulting Glen Canyon operating 
criteria, generation at SLCA/IP facilities has been reduced.  As a result, WAPA determines 
monthly Available Hydro Power (“AHP”) based on prevailing water release conditions.  To the 
extent that AHP does not meet WAPA’s firm obligations, WAPA has made arrangements to 
purchase Western Replacement Power (“WRP”) for its customers up to an amount not to exceed 
their firm allocations.  The cost of WRP is on a pass-through-cost basis.  The Utilities takes 
advantage of WRP as needed.   

These SLCA/IP and LAP contracts provided for new resource pools in 2004.  For the 
SLCA/IP, the creation of the resource pool resulted in a 7% reduction in power allocations.  For 
the LAP contracts, there was a 4% reduction in power allocations effective October 1, 2004, with 
possible further reductions of up to 1% each on October 1, 2009 and October 1, 2014 based on 
hydrological conditions and river operations.   

The LAP contract also provides the option for 3.9 kilowatt-hours per kilowatt of its 
contract capacity for summer season and 4.4 kilowatt-hours per kilowatt of its contract capacity 
for the winter season, to be provided from WAPA’s Mount Elbert pumped storage facility.  Any 
energy taken from this account must be returned to the Mount Elbert plant at the rate of 1.4 
megawatt hours returned for each megawatt hour received to meet the pumping requirements. 

WAPA implemented an interim 14.9% rate increase on February 1, 2009 for the LAP 
contract based on continued drought conditions. The current drought is causing a decrease in 
hydropower generation, which causes an increase in purchase power expenses and a decrease in 
revenue from non-firm sales. The Deputy Secretary of Energy implemented the interim rate and 
has submitted to the Federal Energy Regulatory Commission (“FERC”) for final approval.  This 
rate will remain in effect through 2013, or until superseded.  WAPA implemented a 6% rate 
increase on October 1, 2008 for the SLCA/IP contract as the first step of a two step rate increase. 
The second step is planned for October 1, 2009 and is expected to be an additional 11% increase. 
The rates will provide sufficient revenue to pay all annual costs, including interest expense, and  
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repayment of power investment and irrigation aid, within the allowable periods. This rate will 
remain in effect through September 30, 2013, or until superseded. 

The Utilities reviews its Electric Integrated Resource Plan (the “EIRP”) annually, and 
officially submits an update to WAPA every five years.  New resources, including renewable 
energy, are evaluated as well as demand side management strategies.   

Fuel Supply 

The Utilities’ hydro and coal units are normally operated as base-load facilities, while its 
natural gas and oil units are utilized for intermediate and peaking loads.  Through 2015, the 
Utilities will increase its participation in Front Range Power, which will significantly increase 
the percentage of electricity generated using natural gas as a fuel.  However, when economical, 
the Utilities will purchase market power to supplement existing generation resources. 

The Utilities has about 12,500 MMBTU/D (one million British Thermal Units per day) of 
storage deliverability from the Cheyenne Market Center (“CMC”) storage operated by Kinder 
Morgan Interstate Gas Transmission.  The primary use of the storage service is to provide firm 
gas supplies to the Utilities’ existing combustion turbines.  It may also be used to provide inter-
day swing service to support Front Range Power, electric load following, and support electric 
merchant operations.  Front Range Power itself maintains about 95,000 MMBTU/D of firm 
pipeline capacity to meet its fuel needs.  This capacity is available to its participants, including 
the Utilities, in proportion to each participant’s share of plant capacity.  Approximately 18,000 
MMBTU/D of additional gas pipeline capacity is owned by, or made available to, the Utilities’ 
other generating units to supply fuel as needed. 

The Utilities’ coal supplies and transportation services are procured through a portfolio of 
contracts which are managed to ensure a dependable fuel supply.  Over the past six months, 
demand and market prices for coal have fallen dramatically.  Currently, both coal supply and 
transportation contract pricing are believed to be at or slightly above market.  These contracts are 
supplemented by spot market purchases as necessary. 

The majority of the Utilities’ coal supply is sourced from the southern Powder River 
Basin in Wyoming.  The low sulfur 8800 Btu/lb coal is purchased primarily from the North 
Antelope Rochelle mine.  Nixon #1 burns 100% Powder River Basin coal and Drake Station has 
historically burned  around 25% Powder River Basin coal and 75% bituminous coal.  

Currently, the primary source of bituminous coal supplies to the Drake Station is coal 
delivered under an agreement between the Utilities, Coalsales, LLC., and Twentymile Coal 
Company, both subsidiaries of Peabody Energy Corporation.  Coalsales, LLC., is the coal 
marketing agent for Peabody Energy and Twentymile Coal Company operates the Foidel Creek 
Mine (also known as Twentymile), an underground longwall mine located in Oak Creek, 
Colorado that began operations in 1983.  Mining from underground coal mines is a complex and 
highly regulated operation.  While coal receipts from Twentymile were significantly reduced in 
2008 due to Force Majeure events, the inventory level at Drake is now over 40 days.  
Additionally, the Utilities has begun to increase the percent of Powder River Basin coal burned 
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at Drake to lower overall fuel expense which results in decreased dependence on bituminous coal 
sources.   

The Utilities has an electric cost adjustment in its rate structure, which reflects the 
changes in the average costs of purchased power and unit fuel costs.  The electric cost 
adjustment may be changed by the City Council as frequently as monthly to reflect actual costs 
of fuel and purchased power to customers on a timely basis.  See “– Electric Rates” above.    

Colorado Renewable Energy Standard 

In November 2004, Colorado voters approved an initiative that created a renewable 
portfolio standard (“RPS”) for retail electric utilities in Colorado that serve over 40,000 
customers, such as the Utilities (each a “qualifying utility”).  The language of that initiative was 
modified by the Colorado General Assembly and codified in C.R.S. Section 40-2-124.  The 
statute was subsequently amended by the Colorado General Assembly in 2007 and 2008. The 
RPS requires qualifying utilities to acquire a defined percentage of their electricity from “eligible 
energy resources,” which include solar, wind, geothermal, qualifying biomass, existing 
hydroelectric generation with a nameplate rating of 30 megawatts or less, and new hydroelectric 
generation with a nameplate rating of 10 megawatts or less.  The 2007 amendment also included 
certain limited types of recycled energy processes that utilize waste heat to produce electricity. 

For municipal entities that are qualifying utilities (such as the Utilities), eligible energy 
resources must provide 1% of Colorado retail sales for the years 2008 through 2010, 3% for the 
years 2011 through 2014, 6% for the years 2015 through 2019, and 10% for the year 2020 and 
thereafter.  The PUC has established a system under which a qualifying utility with extra eligible 
energy in the form of a “Renewable Energy Certificate” may sell its extra Renewable Energy 
Certificates to other qualifying utilities in need of additional renewable energy to satisfy the RPS 
requirements. 

The statute requires the PUC to establish a maximum retail rate impact for compliance 
with the RPS requirements of 1% of the total electric bill annually for each customer of a 
cooperative electric association that is a qualifying utility, which by analogy should apply to 
municipal entities that are qualifying utilities.  The retail rate impact standard for investor-owned 
utilities is 2%.  If a qualifying utility reaches the rate cap but is otherwise unable to meet the RPS 
requirements, then it is exempt from administrative penalties for such noncompliance.  The 
present PUC regulations exempt all qualifying utilities from administrative penalties for the 
initial four years of compliance (2007 through 2010) if they fail to meet the RPS requirements as 
a result of events beyond their reasonable control.  In September 2007, the PUC revised its 
regulations to comply with the 2007 revisions to the statute.  These revisions are not expected 
have a material impact on the RPS standard as it applies to the Utilities. 

The 2008 amendments to the statute added new definitions for net metering, addressed 
how monthly and annual excess customer generation will be credited, requires municipally-
owned utilities to offer net metering service at nondiscriminatory rates, and requires each 
municipally-owned utility to adopt and post net metering interconnection standards.  The 2008 
amendments to the statute also created size specifications for net metering customer generators, 
which are up to 10 kilowatts for residential customer generators and up to 25 kilowatts for 
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commercial or industrial customer generators.  At this time, the PUC has not revised its 
regulations to codify these statutory provisions. 

The Utilities expects to have sufficient eligible energy resources to comply with the RPS 
requirements through at least 2015.  During 2006, the Utilities made a substantial purchase of 
“Renewable Energy Certificates” to be received through 2010, which will be used along with 
qualifying generation hours from the Utilities-owned generation units to comply with the RPS.  
To comply with the RPS after 2015, the Utilities is considering the acquisition of additional 
eligible energy resources.  A Utilities wind integration study concluded that 50 MW of wind 
energy could be integrated into the Utilities existing electric generation mix in 2011.  Based on 
this finding, the Utilities approved a Recommendation of Award to purchase 50 MW of wind 
energy from Clipper Windpower with wind deliveries commencing in January 2011. The award 
is contingent upon successful negotiation of a power purchase agreement with Clipper 
Windpower.  The power purchase agreement is expected to cost up to $273 million over the 20-
year contract term and will be treated as an operation and maintenance expense of the System.  If 
the Utilities secures at least 50 MW of wind power, it will have sufficient eligible energy 
resources to comply with the RPS requirements through at least 2020. 

Transmission and Distribution Facilities and Interconnections 

As of December 31, 2008, the Electric System’s electric transmission and distribution 
system consisted of approximately 1,083 miles of overhead and 2,368 miles of underground line, 
including about 81 miles of 115kV overhead line, 126 miles of 230kV overhead line, and 24 
miles of 115kV underground line.  The Electric System has 10 transmission substations and 45 
distribution substations.  The transmission system is interconnected with WAPA at the Midway 
substation south of the Nixon Plant and with Xcel Energy at the Fuller substation and Flying 
Horse substation in the northeast part of the City. 

The Utilities is a member of a group of power suppliers operating in Colorado, Wyoming, 
Nebraska and South Dakota known as the Rocky Mountain Reserve Group.  The participants 
pool their reserve capacities and provide mutual assistance in times of emergency.  Participants 
must maintain reserve capacity based on their loads and their largest hazard as a ratio of the pool 
load and the largest generating unit within the pool. 

Environmental Regulation 

In operating the Electric System, the Utilities is subject to environmental requirements, 
which affect operating and capital costs of the System.  Ongoing promulgation of new 
regulations under the Clean Air Act Amendments of 1990 and the Colorado Air Quality Control 
Act will have the effect of imposing more stringent air emission requirements for the Electric 
System’s generating facilities. 

Drake Units 5, 6 and 7 (all coal-fired) and Nixon Units 1 (coal-fired), 2 and 3 (both gas-
fired) are subject to the Clean Air Act Title IV Phase 2 Acid Rain Requirements.  The Utilities 
has purchased emission allowances for approximately $1,900,000 that it believes will satisfy its 
sulfur dioxide allowance obligations into 2012.  Thereafter, the Utilities expects to be able to 
increase usage of lower sulfur coal as fuel, purchase additional emission allowances, or install 
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pollution control technology in order to remain in compliance with the sulfur dioxide 
requirements. 

The Best Available Retrofit Technology (“BART”) determination for the Drake Power 
Plant was finalized during 2008.  The Utilities will be required to install over-fire air for NOx 
control on Drake Units 5, 6, and 7.  Additionally, the Utilities will be required to install lime-
spray dryer technology for SO2 control on Drake Units 6 and 7.   The estimated cost of these 
controls is as high as $160,000,000.  It is anticipated that such controls would be required by 
2014.  The Nixon power plant was determined to fall below the applicability threshold for the 
BART Rule. 

Additional regulations such as the Regional Haze Rule and the new federal ozone 
standard may necessitate the installation of additional pollution controls.  It is uncertain the 
extent to which these regulations will affect the Utilities’ power plants or operations.  Some 
introduced legislation seeks to cap emissions of greenhouse gases.  The impact and cost of such 
proposed and introduced legislation on the Utilities is under evaluation as part of the Electric 
Integrated Resource Plan (“EIRP”). 

Additional future pollution controls for sulfur dioxide, nitrogen oxides and mercury, as 
well as mercury emissions monitors, could potentially be an additional $100,000,000 to 
$150,000,000.  The State’s decision on any additional sulfur dioxide and nitrogen oxides controls 
for the Drake and/or Nixon Power Plants under the Regional Haze Rule is expected in 2010.  For 
mercury control, it is assumed that no controls will be required to comply with the Clean Air 
Mercury Rule but that mercury control will need to be added in conjunction with sulfur dioxide 
scrubbers.   

Except as described in the preceding paragraphs, the Utilities believes that the air and 
water pollution facilities at its electric generating units are sufficient so that those facilities will 
remain in compliance with all present air and water pollution laws and regulations.  Nixon Unit 1 
operates with a zero discharge wastewater facility.  The Drake and Birdsall units discharge to the 
Wastewater System. 

Certain Factors Affecting the Electric Utility Industry 

The electric utility industry in general has been, or in the future may be, affected by a 
number of factors which could impact the financial condition and competitiveness of an electric 
utility and the level of utilization of generating and transmission facilities.  In addition to the 
factors discussed elsewhere in this Official Statement, such factors include, among others, (a) 
effects of compliance with rapidly changing environmental, safety, licensing, regulatory and 
legislative requirements, (b) changes resulting from conservation and demand-side management 
programs on the timing and use of electric energy, (c) changes resulting from a national energy 
policy, (d) effects of competition from other electric utilities (including increased competition 
resulting from mergers, acquisitions, and “strategic alliances” of competing electric and natural 
gas utilities and from competitors transmitting less expensive electricity from much greater 
distances over an interconnected system) and new methods of, and new facilities for, producing 
low-cost electricity, (e) the proposed repeal of certain federal statutes that would have the effect 
of increasing the competitiveness of many investor-owned utilities, (f) increased competition 



 

- 42 - 

from independent power producers and marketers, brokers and federal power marketing 
agencies, (g) “self-generation” by certain industrial and commercial customers, (h) issues 
relating to the ability to issue tax-exempt obligations or Build America Bonds to finance and 
refinance projects, (i) effects of inflation on the operating and maintenance costs of an electric 
utility and its facilities, (j) changes from projected future load requirements, (k) increases in costs 
and uncertain availability of capital, (l) shifts in the availability and relative costs of different 
fuels, (m) sudden, drastic increases in the price of energy purchased on the open market that may 
occur in times of high public demand in an area of the country experiencing high peak demand; 
and (n) the credit quality of third-party power providers.  Any of these factors (as well as other 
factors) could have an effect on the financial condition of any given electric utility and likely will 
affect individual utilities in different ways. 

The Utilities cannot predict what effects such factors will have on its operations and 
financial condition, but the effects could be significant.  The discussion contained in this Official 
Statement does not purport to be comprehensive or definitive, and these matters are subject to 
change subsequent to the date hereof.  Extensive information on the electric utility industry is, 
and will be, available from the legislative and regulatory bodies and other sources in the public 
domain, and potential purchasers of the Bonds should obtain and review such information. 

FERC Electric Transmission Regulation 

FERC regulates interstate-related electric transmission services under the Federal Power 
Act, 16 USC § 791a, et seq.   

FERC Orders Nos. 888 and 889 were designed to restructure the national wholesale 
power market.  These orders:  (1) opened access to the bulk transmission systems of FERC-
jurisdictional utilities under approved open access electric transmission tariffs, (2) required the 
unbundling of transmission/reliability functions from the wholesale merchant functions of 
applicable utilities, and (3) required an internet-based “Open Access Same-time Information 
System” with real-time information concerning transmission availability.  Order No. 888 adopted 
a pro forma Open Access Transmission Tariff (“OATT”) which FERC required FERC-
jurisdictional transmission providers to adopt, with minor variations allowed after FERC review. 

In February 2007, FERC issued Order No. 890 which revised certain of the regulations 
under which open access electric transmission service is provided.  However, the basic tenets and 
framework of Orders Nos. 888 and 889 were maintained.  FERC may require municipal 
transmission providers to implement its open access transmission rules.  However, Order No. 
890 continued FERC’s prior practice under Order No. 888 requiring voluntary compliance by 
municipal entities with FERC’s open access policy. 

Because FERC-jurisdictional utilities may deny transmission service to non-jurisdictional 
utilities that do not voluntarily conform to the existing Orders Nos. 888 and 889 rules, the 
Utilities filed reciprocal tariffs with FERC to ensure access to transmission from FERC-
jurisdictional utilities (and thereby increase its flexibility in power purchases).  That tariff is 
substantially similar to FERC’s pre-Order 890 pro forma OATT.  FERC accepted that tariff and 
it was then adopted by the City Council.  The tariff disallows use of the Utilities’ transmission 
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facilities if such use would adversely affect the tax-exempt status of the Utilities’ tax-exempt 
bonds. 

In Order No. 890, FERC reviewed the agency’s experience with open-access 
transmission since the 1996 issuance of Orders Nos. 888 and 889.  Based on this experience and 
the comments received in the rule-making leading up to the issuance of Order No. 890, FERC 
revised the pro forma OATT in a number of ways.  While Order No. 890 continued FERC’s 
prior policy of voluntary, reciprocal compliance by municipal entities, because the Utilities’ 
FERC-filed reciprocal tariff is based on the prior pro forma OATT, the Utilities has begun a 
review of its OATT and will take all steps necessary to conform its FERC-filed OATT with the 
Order 890 revisions.  These revisions should not have a material effect on the electric 
transmission operations of the Utilities.  

Capital Improvements to the Electric System 

In order to meet the Utilities’ longer-term needs for intermediate capacity, the Utilities is 
a 50% owner in Front Range Power, which has constructed a 480 MW natural gas fired 
combined cycle facility located south of the City (the “Facility”), as described under “Front 
Range Power” below. 

Front Range Power 

General.  In 1999, the Utilities and El Paso Corporation formed Front Range Power, a 
Colorado limited liability company in which the Utilities and El Paso Corporation were equal 
members and made equal equity contributions. Subsequent to the formation of Front Range 
Power, El Paso Corporation’s interest in Front Range Power was transferred and assigned to 
Mesquite Colorado Holdco, L.L.C.  Mesquite Colorado Holdco, L.L.C. was jointly owned, 
through intermediary limited liability companies, by the Ontario Teacher’s Pension Plan Board 
and AIG Highstar, L.L.C., an affiliate of American International Group, Inc.  Subsequently, AIG 
Highstar, L.L.C.’s interest in Mesquite Colorado Holdco, L.L.C. (and therefore, AIG Highstar’s 
interest in Front Range Power) was transferred to affiliates of UBS Americas, Inc.  The Ontario 
Teacher’s Pension Plan Board continues to indirectly own the remaining interest in Mesquite 
Colorado Holdco, L.L.C.  

Front Range Power was formed for the purpose of acquiring, constructing and operating 
the Facility.  Front Range Power is managed by a four-member board of managers, with each 
member appointing two managers (unless the ownership interest of a member increases to more 
than 50%, in which case the number of managers is automatically increased by one and the 
majority member has the right to appoint the additional manager).  Action by the board requires 
approval of the managers representing a majority of the ownership interests.  Certain significant 
actions require unanimous consent of the members.  For further information on Front Range 
Power, see Note D(8) to the Financial Statements included in Appendix A to this Official 
Statement. 

The City has the option to purchase the interest of Mesquite Colorado Holdco, L.L.C. in 
Front Range Power.  The City is currently investigating whether to exercise its purchase option, 
though no decisions have been made to date. 
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Operation Arrangements.  A natural gas pipeline owned by CIG, an El Paso Corporation 
affiliate, runs from north of Denver, Colorado, and connects to an existing 6-mile pipeline which 
connects to the Facility and the Nixon Plant.  The CIG pipeline was designed and constructed to 
serve the fuel transportation needs of the Facility and the existing combustion turbines at the 
Nixon Plant.  Front Range Power has negotiated a long-term agreement with CIG for firm 
capacity in this pipeline. 

Front Range Power and the Utilities also have entered into an agreement (the “O&M 
Agreement”) under which the Utilities operates and maintains the Facility and interconnection 
facilities on behalf of Front Range Power in accordance with specifications set forth in the O&M 
Agreement.  The O&M Agreement provides for payment by Front Range Power to the Utilities 
of management fees (currently $852,000 per year, and subject to adjustment) and cost 
reimbursements.  In addition, the O&M Agreement sets forth a number of  targeted operating 
parameters and, depending on actual results of operations, the Utilities could earn incentive 
payments, or it could be obligated to pay liquidated damages, in either case of as much as 
$213,000 per year currently (subject to adjustment).  The Utilities is also liable for any damages 
to the Facility caused by the Utilities’ negligence, subject to an annual cap of $1,000,000. 

Power Sales Agreements.  Under a 20-year power purchase agreement signed by Front 
Range Power and the Utilities in 2000, as amended, the Utilities agreed to purchase a contract 
capacity initially of 150 MW (summer season) and 168 MW (winter season) from Front Range 
Power, increasing over time to nearly all of the capacity of the Facility by 2013.  Currently, the 
Utilities is purchasing 337 MW (winter) and 357 MW (summer) from Front Range Power.  The 
Utilities and Front Range Power have amended the power purchase agreement to allow the 
Utilities to purchase the natural gas used to generate the Utilities’ capacity. 

Under the power purchase agreement, the Utilities is required to pay a monthly capacity 
price.  In addition, the price of energy purchased by the Utilities is based on variable operation 
and maintenance costs.  The Utilities’ commitment to buy capacity under the power purchase 
agreement is in the nature of a “take or pay” commitment.  This requires the Utilities to pay the 
capacity price irrespective of the Utilities’ needs, though the Utilities could resell its power to 
third parties.  Under certain circumstances, a force majeure event may be declared by either party 
under the power purchase arrangement.  However, should such an event be declared because the 
Facility is unable to deliver part or all of the Utilities’ capacity, then with respect to the amount 
of capacity which the Facility is unable to deliver, the Utilities would be relieved of its obligation 
to pay its capacity charge under the power purchase arrangement for the first 30 days of the force 
majeure event, and if the event continued, the Utilities would be required to pay its capacity 
charge for the next 30 days, and subsequently would be relieved of its obligation to pay the 
capacity charge for any continuation of the force majeure event. 

The Utilities estimates that its exposure for the capacity charges under the power 
purchase agreement will range from $38,157,424 in 2009 to approximately $55,300,884 in 2016, 
based on the increasing amount of capacity which the Utilities will purchase in the later years of 
the contract.  The Utilities also has exposure to CIG for firm gas transportation costs, which the 
Utilities estimates will range from $6,035,541 in 2009 to approximately $9,002,505 in 2016 
based upon the increasing amount of gas transported to the Facility on behalf of the Utilities in 
later years of the agreement.  However, the Utilities will receive a credit against the capacity 
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charges from Front Range Power for the amounts paid by the Utilities to CIG.  The Utilities 
passes these charges through to customers in its Electric Cost Adjustment.  See “– Electric 
Rates” above.  These charges will be treated as Operation and Maintenance Expenses of the 
System payable out of the Gross Pledged Revenues of the System and prior to payment of 
principal of and interest on the Parity Bonds (including the Bonds) and other obligations payable 
from Net Pledged Revenues.  Adjustments to the pricing may occur at specified dates at the 
option of the Utilities to reflect market terms, subject to the conditions stated in the agreement.  
In addition, the Utilities has rights of first offer to purchase energy or capacity in certain 
circumstances. 

Front Range Power also has entered into a power purchase agreement (the “PSCo PPA”) 
with Public Service Company of Colorado (“PSCo”) to sell substantially all of the capacity from 
the Facility not purchased by the Utilities through March 31, 2010.  PSCo is required to buy 
contract capacity, contract energy, and economy energy, as those terms are defined in the PSCo 
PPA.  The PSCo PPA enumerates various events of default, and PSCo would have a right to 
terminate the agreement and/or seek damages or specific performance for certain uncured 
defaults. 

As part of the PSCo PPA, the Utilities was required to execute a guaranty in favor of 
PSCo (the “PSCo Guaranty”) and El Paso Corporation was required to deliver a letter of credit in 
favor of PSCo (the “PSCo Letter of Credit”) for amounts payable by Front Range Power to PSCo 
under the power purchase agreement (e.g., for damages if Front Range Power fails to perform).  
The PSCo Guaranty has been replaced with a letter of credit from a private bank. 

Financing Arrangements.  Pursuant to the terms of the financing for the Facility, the 
lenders have the right to purchase all or part of the Utilities’ ownership interest in Front Range 
Power upon a default under the financing agreement.  The Utilities has reserved the right to 
repurchase its interests when a default is cured.  The lenders also have a first deed of trust on the 
Facility and a security interest in equipment related to the Facility as additional security for the 
loan. 

Pursuant to the terms of the financing, the members of Front Range Power were required 
to acquire letters of credit, issue guarantees in favor of the lenders, or to provide cash for a 
working capital reserve fund, a major maintenance reserve fund, and a debt service reserve fund.  
Front Range Power utilized contingency funds from the term loan to fund these reserves.   
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THE WATER SYSTEM 

The Water System served an estimated 423,000 persons in 2007.  This represents the 
City’s population, as well as persons living in the Ute Pass communities west of the City and 
military bases and other areas outside the City limits.  The City owns potable and non-potable 
water resources that, if fully developed as expected, will provide a firm yield in a dry year of 
about 161,000 acre feet.  Presently developed potable water supply sources consist of surface and 
ground water resources that provide a firm yield in a dry year of 114,500 acre feet.  See “– Water 
Supply” below.  In 2006, 2007 and 2008, the Water System delivered 80,852, 78,389 and 84,791 
acre feet, respectively (representing 26,346, 25,543 and 27,629 million gallons) of water, 
respectively, needed for sales to its customers. 

The Water System’s total rated water treatment sustained capacity is 204,000,000 gallons 
per day (excluding the Fountain Valley Authority capacity available to the City) and its total 
rated water treatment maximum hydraulic capacity is 219,000,000 gallons per day (excluding the 
Fountain Valley Authority capacity available to the City).  The Water System’s treated water 
storage capacity is 102,922,000 gallons.  The Water System can deliver, on a sustained basis, up 
to 217,000,000 gallons per day (“gpd”), including the Water System’s own water treatment 
capacity and water treatment capacity available through the Fountain Valley Authority.  The 
maximum hydraulic capacity of the Water System, including  Fountain Valley Authority 
capacity available to the City, is 232,000,000 gallons.  Peak water usage in a single day was 
182,405,000 gallons in July 2001.  The Utilities believes that the Water System’s current and 
planned treatment capacity will be sufficient through at least 2027.  See “– Water Facilities” 
below. 

Water Rates 

Water rates which became effective February 1, 2009 for users within the City and for 
suburban users are set forth below.   

Water Rates 

    City    Suburban 
 

Single Family Residential Service(1)   
 Service Charge—Per meter, per day ................................................................... $  0.2820 $  0.4230 
 Commodity Charge—Per cubic foot ...................................................................   
  1 through 999 cubic feet ................................................................................. 0.0221 0.0331 
  1,000 through 2,499 cubic feet ....................................................................... 0.0410 0.0614 
  2,500 cubic feet and greater............................................................................ 0.0615 0.0923 
   
Non-Residential Service   
 Service Charge—Per meter, per day ...................................................................varies by meter 

size 
varies by meter 
size 

 Commodity Charge—Per cubic foot (Nov-April) ............................................... 0.0201 0.0302 
 Commodity Charge—Per cubic foot (May-Oct) ................................................. 0.0366 0.0549 

 
____________________________ 
(1) Available to any individually metered dwelling unit within the City. 
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The Utilities also imposes a water development charge to partially compensate it for the 
costs of the basic water supply for and services provided to new areas added to the Water System 
service area, whether within or outside the City limits.  The water development charge for 
commercial and industrial customers is based on meter size and varies from $8,634 and $12,951 
for ¾” and smaller meters within and outside the City limits, respectively, to $449,310 and 
$673,977 for 6” meters within and outside the City limits, respectively.  For single family 
residential customers, the water development charge is based on lot size and varies from $5,404 
and $8,107 for smaller lots within and outside the City limits, respectively, to $11,855 and 
$17,782 for larger lots within and outside the City limits, respectively.  The water development 
charge for multi-family residential customers is $4,920 and $7,380 within and outside the City 
limits, respectively.  Virtually all water sold within the Water System is metered. 

Water Sales and Revenues 

The ten largest water customers of the Utilities during 2008 represented approximately 
442,778,173 cubic feet, or 12.9% of metered sales (excluding interdepartmental, irrigation, and 
miscellaneous sales), and approximately $8,757,167 or 10.1% of revenues on metered sales 
(excluding interdepartmental metered sales) during that period. 

The following tables set forth the Utilities’ water sales and revenues by customer class 
for the past five years (excluding information relating to the component units described in Note 
A(1) to the Financial Statements included in Appendix A to this Official Statement):   
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 Water Sales (CCF)(1) 
 
Customer Class           
 

 
   2004    

 
   2005    

 
   2006    

 
   2007    

 
    2008     

Residential (City)...............................................  18,199,224 19,593,341 20,924,232 20,091,375 22,185,048 
Residential (Suburban) ......................................  111,829 112,060 112,461 109,761 118,245 
Commercial (City) .............................................  6,710,878 7,207,473 7,991,341 7,951,580 8,245,616 
Commercial (Suburban).....................................  30,548 30,760 43,242 45,585 45,196 
Contract Sales ....................................................  2,121,072 2,109,420 2,278,919 2,043,051 2,289,875 
Interdepartmental Sales......................................  1,336,316 1,876,512 650,358 1,991,954 879,394 
Irrigation and Miscellaneous Sales(2) .................    3,326,998 

 
  5,131,238   3,304,266   2,095,579   3,670,172 

 Total Metered Sales............................  31,836,865 
 

36,060,804 35,304,819 34,328,885 37,433,546 

City Use and Losses (Est.) .................................    2,691,917 
 

  3,661,798   3,374,728   2,775,211   1,307,696(3) 

 Total Water Delivered for Sales.........  34,528,782 
 

39,722,602 38,679,547 37,104,096 38,741,242 

Less Interdepartmental Sales .............................  (1,336,316) 
 

 (1,876,512)  (650,358)  (1,991,954)     (879,394) 

 Net Water Delivered for Sales ...........  33,192,466 
 

37,846,090 38,029,189 35,112,142 37,861,848 

Total Number of Active Water Meters 
as of Year End ...................................................  

 
     124,472 

 

 
     127,707 

 
     130,208 

 
     132,016 

 
     132,637 

___________________________________ 
(1)  “CCF” is an abbreviation for 100 cubic feet, which represents approximately 748 gallons. 
(2)  Raw water spot sales volumes excluded.  2007 Miscellaneous Sales includes revenues classified as Non-regulated in prior years.  
The change in classification was effective January 1, 2007. 
(3)  In 2007, the Utilities implemented a new billing system.  It was subsequently discovered that the new system did not correctly 
count water off-system sales.  The Utilities is currently working to correct this issue.  This issue has not impacted any metered 
customer and has not impacted the Utilities’ revenue. 

 
 Water Revenues 

 
Customer Class    
 

 
   2004   

 
   2005   

 
   2006   

 
   2007   

 
    2008     

Residential (City) $ 44,179,382 $ 50,853,893 $ 53,672,818 $52,964,483 $59,134,100 
Residential (Suburban) ......................................... 456,345 488,525 486,531 501,646 535,702 
Commercial (City) ................................................ 15,589,056 17,356,569 18,314,341 18,822,313 19,884,929 
Commercial (Suburban)........................................ 130,026 117,596 153,471 289,352 344,551 
Contract Sales ....................................................... 3,073,420 3,950,167 3,802,437 3,629,010 4,173,996 
Interdepartmental Sales......................................... 2,536,750 2,922,684 2,378,886 2,633,680 2,552,156 
Irrigation and Miscellaneous Revenue(1)...............     3,008,914     2,227,361     2,427,979    2,621,632     2,658,170 

 Subtotal Metered Revenues................... $ 68,973,893 $ 77,916,795 $81,236,463 $81,462,116 $89,283,604 

Miscellaneous Revenues(2)....................................      2,210,813     4,204,272       670,803     1,951,777    1,567,206 

 Total Water Revenues........................... $ 71,184,706 $ 82,121,067 $81,907,266 $83,413,893 $90,850,810 

Less Interdepartmental Sales ................................    (2,536,750)    (2,922,684)    (2,378,886)    (2,633,680)   (2,552,156) 

 Net Water Revenues ............................. $ 68,647,956 $ 79,198,383 $79,528,380 $80,708,213 $88,298,654 

___________________________________ 
(1)  Raw water spot sales volumes excluded. 
(2)  2007 Miscellaneous Revenue includes revenues classified as Non-regulated in prior years.  The change in classification was 
effective January 1, 2007. 
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Water Demand 

In 2008, total metered water sales were 25.2 billion gallons.  The per capita water use in 
the City can vary considerably from one year to another, depending upon weather conditions and 
water restrictions, among other things.  The estimated average metered per capita use of the 
Water System’s customers was 172 gpd in 2006, 164 gpd in 2007 and 156 gpd in 2008.   

The Utilities believes it will have sufficient water supply to meet the growing needs of 
the area served by the Water System through 2027 under present population projections of the 
Utilities, assuming retention of all present water resource entitlements and timely development 
of necessary additional facilities including, but not limited to, the Southern Delivery System 
discussed below under “– Capital Improvements to the Water System.”  The loss of entitlement, 
delays in the development of water resources or growth of population in excess of projections, 
among other factors, could result in interim water supply shortages.  See “– Water Supply and 
Raw Water Delivery” below. 

Drought Conditions in the Region 

The State, along with most of the western United States, is prone to recurring periods of 
drought conditions.  The western United States has been experiencing drought conditions of 
varying degrees at different locations for the last nine years.  The most severe drought year 
affecting the City in this most recent cycle was 2002.  However, through a combination of an 
education and communication program, mandatory watering restrictions (in place 2002-2005), 
voluntary watering restrictions (2006-present), inclining block rate structures (see “– Water 
Rates” above), supply-side water leases, cloud seeding operations, and significantly improved 
snow pack and water supply conditions, reservoir levels have recovered to above long-term 
average levels.   

Although recent drought conditions have greatly improved since 2002 in the Colorado 
Springs area and in its watersheds, the drought has lingered and worsened in other areas of the 
western United States.  The persistent drought conditions continue to have a significant impact 
on reservoir water levels in the Colorado River Basin, including Lake Powell and Lake Mead.  
Flow conditions and storage have been below normal for several years, and, despite recent 
increases in flow and storage, gaining and maintaining adequate levels of storage in these 
reservoirs remains a long-term concern.  This concern will be heightened if drought conditions 
persist or intensify.  Approximately 60% of the City’s raw water supply originates from the 
Colorado River Basin (with the remainder originating in the Arkansas River and South Platte 
River Basins) and those water rights are junior to the Colorado River Compact, which 
apportioned Colorado River water among the lower basin states (Arizona, California and 
Nevada) and the upper basin states (Colorado, New Mexico, Utah and Wyoming) according to 
specified formulas.  If the drought persists, intensifies or recurs, it is possible that the City would 
be unable to utilize all of its Colorado River Basin water rights due to their junior status in 
relation to the Colorado River Compact.    

To address these and other concerns, workgroups at the federal and state level are 
assessing legal and administrative issues associated with the Colorado River Compact as well as 
interstate and intrastate water rights.  The Utilities continues to monitor and participate in the 
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legal and operational discussions, as appropriate, from both power generation and water supply 
perspectives.  The Utilities is currently evaluating contingency plans, but no decisions have been 
made to date. 

In December 2007, the Secretary of the Interior signed a Record of Decision on this issue 
relating to the sharing of water during the current drought and charting a water management plan 
for the Colorado River Basin’s future.  From the Utilities’ perspective, this Record of Decision 
reduces the risk of a Colorado River Compact Curtailment, which could affect the State of 
Colorado’s allocation of Colorado River water.   

Water Facilities 

The Water System presently owns and operates six water treatment facilities located 
around the City, with a rated water treatment sustained capacity of 204,000,000 gpd.  The 
Fountain Valley Authority’s water treatment plant and conveyance system provide an additional 
potential 13,000,000 gpd to the Water System’s treatment capacity.  See “– Joint Water 
Authorities” below. 

The Water System has raw water storage capacity of approximately 188,451 acre feet (in 
25 reservoirs).  All but four of the raw water storage reservoirs are ultimately connected to the 
Water System’s treatment plants by pipelines.  Under existing contractual arrangements, the 
Utilities’ participation in the Fountain Valley Authority provides approximately 57,100 acre feet 
of additional raw water storage capacity for Fryingpan-Arkansas water.  See “– Joint Water 
Authorities” below.  The Water System also has covered treated water storage capacity of 
approximately 102,922,000 gallons. 

Most of the Water System’s approximately 1,945 miles of water main have been 
constructed since 1954 and the system is subject to leakage losses of approximately 3.0%.   

Water Supply and Raw Water Delivery 

In 2005, the Utilities undertook a study to estimate system firm yield (the amount of 
annual demands that can be reliably met by the Water System) by modeling the Utilities’ major 
collection, storage, and delivery facilities, and simulating system operations and demands using a 
sophisticated computer model.  This analysis considered both available water supply under the 
City’s water rights and the Utilities’ water delivery capacity.  The analysis resulted in an estimate 
of 114,500 acre feet of developed firm yield (dry year supply), and 46,500 acre feet of 
undeveloped firm yield, for a total of 161,000 acre feet of firm yield.  These firm yield numbers 
represent system firm yield, or the maximum amount of annual demand that can be met without 
shortage through a combination of water rights and delivery capacity. 

The table below shows the current estimated system firm yield for developed and 
undeveloped system configurations based upon a minimum of three months’ Water System 
usage in terminal storage.  The data indicates the contribution to the total firm yield by each 
delivery system. 
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 Firm Yield 
 (ac-ft/yr) (mgd) 

Developed Systems   
Local System – Direct Flow Water Rights 14,300 12.8 
Local System – Water from Storage 17,200 15.4 
Blue River Pipeline 7,800 7.0 
Otero Pump Station 64,700 57.8 
Conduit 8,300 7.4 
Groundwater    2,200     2.0 
Total Developed Systems 114,500 102.3 
   
Undeveloped Systems   
Existing System Improvements 4,500 4.0 
Southern Delivery System Proposed Action 38,000 33.9 
Pueblo Reservoir Enlargement   4,000   3.6 
Total Undeveloped Systems 46,500 41.5 
   
All Systems   
Total Developed and Undeveloped Systems 161,000 143.8 
___________________________________ 
(1)  “mgd” is an abbreviation for a million gallons per day 
 

  

The System Firm Yield estimates shown above are based on specific operational and risk 
tolerance assumptions and were used in the analysis under the National Environmental Policy 
Act of 1969 (“NEPA”) for purposes of comparison between project alternatives for the proposed 
Southern Delivery System.  See “–Capital Improvements to the Water System” below.  
Subsequent System Firm Yield analyses performed for different purposes use different 
operational and risk tolerance assumptions and show different results. 

The Utilities believes its capacity for delivery of raw water from remote watersheds to 
local storage, including planned capacity additions, will be adequate until approximately 2016.  
Various alternatives are being considered to satisfy the City’s needs for delivery of raw water 
beyond 2016, as discussed under “– Capital Improvements to the Water System.”  Additional 
delivery capacity will be needed to fully develop the City’s water resources. 

Reuse of Imported Water Return Flows 

The City has the right (and in some cases, the obligation) to reuse its imported 
(transmountain) and certain other water return flows as many times as possible.  The amount of 
water actually available for reuse depends upon the amount of reusable water delivered to the 
Water System, and the consumptive use within the Utilities’ distribution system.  Based upon 
present projections the total return flow available for reuse is expected to approximate 80,900 
acre feet annually when all presently known sources are developed.  The City’s direct reuse of 
return flows in the last several years has ranged from a high of 5,536 acre feet in 2006 to 4,759 
acre feet in 2008, with the difference being primarily attributable to variations in demand due to 
weather, and the implementation of water saving practices by a large water user. 
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Exchange reuse includes replacement of out of priority diversions in local watersheds, 
augmentation for well pumping, reuse of local water by Fort Carson, and exchanges of reusable 
return flows reaching the Arkansas River for water to be stored in upstream reservoirs or 
diverted into the Homestake delivery system. 

In 1981 and in most years since, the City has transported some of its reusable water 
return flows to the Arkansas River through Fountain Creek and exchanged the water into Pueblo 
Reservoir.  Each year a portion of that water in Pueblo Reservoir was exchanged from Pueblo 
Reservoir to Twin Lakes Reservoir or Turquoise Lake.  The City received approximately 20,135, 
16,600, and 24,629 acre feet of water during the 2006, 2007 and 2008 water years (November 1 
to October 31), respectively, by water exchanged from Fountain Creek into storage on the 
Arkansas River.  An additional 501, 4,432, and 1,374 acre feet were produced in water years 
2006, 2007 and 2008, respectively, by exchanges on the local watersheds. 

Joint Water Authorities 

The City is a participant in the Fountain Valley Authority and the Aurora-Colorado 
Springs Joint Water Authority (the “Aurora-Colorado Springs Authority”).  Each of these 
authorities is a separate political subdivision of the State and is treated as a component unit of the 
City for financial reporting purposes. 

The Fountain Valley Authority constructed a water treatment plant with 18,000,000 gpd 
capacity approximately 17 miles south of the City.  The Utilities acts as operator of the plant 
under contract with the Fountain Valley Authority.  The City is entitled to receive approximately 
71% of the water treated at the Fountain Valley Authority plant.  The remaining water is 
available to the other Fountain Valley Authority participants, which include Fountain, the 
Security Water District (“Security”), the Stratmoor Hills Water District and the Widefield Water 
and Sanitation District, each of which owns and operates a water distribution system. 

Under the applicable long-term contracts relating to the Fountain Valley Authority, the 
City is obligated to pay water treatment service charges to the Fountain Valley Authority and 
water conveyance service charges to the U.S. Bureau of Reclamation (the “Bureau”) for 
conveyance of its water through the Bureau’s Fountain Valley Conduit, which conveys raw 
water from the Pueblo Reservoir to the Fountain Valley Authority’s treatment plant and treated 
water from the treatment plant to distribution reservoirs of the Fountain Valley Authority 
participants.  See Note A(1) to the Financial Statements included in Appendix A to this Official 
Statement.   

As of December 31, 2008, Fountain Valley Authority had approximately $15,802,570 in 
outstanding bonds and other obligations.  The debt service on these bonds and other obligations 
is treated as a fixed cost to the member entities in proportion to their ownership interests in the 
Fountain Valley Authority.  The Utilities’ ownership interest in the Fountain Valley Authority is 
approximately 71% and, accordingly, the Utilities is ultimately responsible for approximately 
71% of the debt service on these bonds and other obligations.   

The Aurora-Colorado Springs Authority has constructed a 66-inch diameter pipeline from 
the Twin Lakes Dam, which is located approximately 12 miles south of Leadville, Colorado, to 
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connect with the Otero Pumping Station intake pipeline located approximately 10 miles north of 
Buena Vista, Colorado.  The City has a two-thirds participation share in the Aurora-Colorado 
Springs Authority’s project.  This share was determined by the parties on the basis of their 
projected pumping demands, but no provision is made in the Aurora-Colorado Springs Authority 
contracts for adjustments in participation shares if actual pumping demands differ from these 
projections.  Therefore, it is possible that the transmission service charges to be paid by the City 
will be disproportionate to the water transmission service that the City is using during a 
particular time period.  See Note A(1) to the Financial Statements included in Appendix A to this 
Official Statement.  Currently, the Aurora-Colorado Springs Authority has no long-term debt 
outstanding.  

The payments to be made by the City to the Fountain Valley Authority and the Aurora-
Colorado Springs Authority are contractually required to be treated as Operation and 
Maintenance Expenses of the System payable out of the Gross Pledged Revenues of the System.  
See “DESCRIPTION OF THE BONDS – Security for the Bonds” and “APPENDIX B – THE 
BOND ORDINANCE – Equality of Lien.”  The payments made by the City to the Fountain 
Valley Authority for 2006, 2007 and 2008 were $7,461,476, $7,284,091 and $7,028,068, 
respectively.  The payments made by the City to the Aurora-Colorado Springs Authority in 2006, 
2007 and 2008 were $-0-, $3,000, and $4,500, respectively.  

Drinking Water Quality Standards 

The Federal Safe Drinking Water Act, originally passed in 1974 and amended in 1986 
and 1996, is currently enforced by federal and state entities with responsibility over drinking 
water protection.  The law requires actions by public water systems to protect drinking water 
from the source (e.g., rivers, reservoirs, and groundwater wells) to the customer's tap.  This broad 
range of regulatory oversight includes the public water systems' storage, treatment, and 
distribution facilities, as well as its operational practices.  The Federal Safe Drinking Water Act 
authorizes the EPA to establish national health-based standards for the protection of drinking 
water from both naturally-occurring and man-made contaminants.  Additionally, EPA maintains 
a list of unregulated contaminants which are not currently subject to any proposed or 
promulgated national primary drinking water regulation but are known or anticipated to occur in 
public water systems, and may become regulated in the future.  As such, there is always the 
potential for new and/or more stringent standards which may impose additional costs to the 
Utilities, either to existing infrastructure or to new water project development.  The Utilities 
current long-term capital improvements forecast for its water system addresses normal system 
repairs and replacements in its treatment and distribution systems to maintain both operational 
reliability and compliance with the Federal Safe Drinking Water Act.  The most significant 
improvements are currently forecasted for the Utilities' Mesa Water Treatment Plant.  These 
improvements may be needed beyond 2015 in order to maintain the plant’s treatment capabilities 
and compliance with drinking water standards.  The current estimated cost of these 
improvements, if needed, is $50,000,000.     

The Utilities is required to provide a sufficient capacity and level of water treatment and 
disinfection necessary to meet EPA-established “maximum contaminant levels” for regulated 
contaminants as well as provide regular monitoring for these contaminants in its treatment plants 
and distribution systems.  The Utilities' laboratory performs chemical, physical, and biological 
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analyses of the City’s finished water supplies, and is certified by the Colorado Department of 
Public Health and Environment (“CDPHE”) for the analysis of drinking water.  The CDPHE and 
the EPA have the authority to enforce drinking water quality standards for the water supplied by 
the water system.  The CDPHE periodically conducts compliance inspections of the water 
treatment processes and laboratory monitoring provided by the Utilities.  The laboratory is 
capable of meeting future analytical demands in response to system capacity additions and 
increased regulatory requirements. As part of the “consumer awareness” provisions of the 
Federal Safe Drinking Water Act, the Utilities is required to submit annual “consumer 
confidence reports” to its customers addressing the sources of its drinking water and the levels of 
regulated contaminants found in the drinking water through its monitoring programs.  The 
Utilities annual Water Quality Report  to its customers consistently notes that the water treated 
and supplied by the Utilities meets applicable primary drinking water quality standards.  Other 
provisions of the Federal Safe Drinking Water Act require the Utilities to maintain operator 
certifications and to submit a Source Water Assessment report to the CDPHE. 

Environmental Requirements Affecting Water Supply 

The passage of federal and state legislation has influenced water development by the 
City.  Such legislation and claims made by federal and state agencies are generally concerned 
with environmental policies, land use, appropriation of water, and water quality.  The constraints 
imposed by environmental laws and regulations can potentially limit the current yield or further 
expansion of existing water projects (particularly transmountain projects) as well as prohibit new 
project development.  The following discussion summarizes some of the issues raised by existing 
laws or proceedings. 

NEPA subjects a water project that is within the regulatory jurisdiction of the federal 
government to a detailed analysis of the impact of that project upon the environment.  As part of 
an environmental assessment or environmental impact statement that must be prepared, project 
alternatives must also be evaluated and reviewed as part of the federal decision-making process.  
This requirement has had the effect of both delaying projects and increasing project costs.  A 
review under NEPA will also be necessary for the proposed enlargement of the Fryingpan-
Arkansas Project facilities.  See “– Capital Improvements to the Water System” below. 

The Federal Land Policy and Management Act authorizes the issuance by the federal 
government of easements or special use permits for rights-of-way for water facilities crossing or 
located upon federal property.  The Federal Land Policy and Management Act requires that 
special use permits include conditions necessary to protect the environment.  All rights-of-way 
issued under the Federal Land Policy and Management Act are for a limited period of time and 
frequently contain reopener provisions.  Upon renewal or reopening, additional conditions, such 
as minimum stream flow or bypass requirements may be imposed, the effect of which could be a 
reduction in the amount of water available to the City in the future.  

The federal government has designated large parcels of federally-owned mountain land 
as controlled land use areas pending an evaluation for possible inclusion within the national 
wilderness preservation system.  The inclusion of land within a wilderness area can render a 
water source unusable due to access restrictions and federal reserved rights claims, or force a 
change to a less desirable, more expensive alternate development plan.   
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The United States Forest Service is pursuing, or may pursue in the future, legal action in 
which it claims vested federal reserved rights to water flowing in and through National Forests, 
with the priorities claimed for these water rights predating the priorities of certain water rights of 
the City.  The forest areas of primary concern to the City are the Arapaho and White River 
National Forests, both of which were reserved in 1905.  These forests, located within the 
Colorado River and Arkansas River drainages, encompass the sources of the City-owned rights 
and entitlements connected with the Homestake Project, the Blue River Project, the Twin Lakes 
Project and the Fryingpan-Arkansas Project. 

The Federal Wild and Scenic Rivers Act is designed to protect certain free flowing waters 
as identified by federal agencies.  This Act allows a river to be designated by Congress as wild, 
scenic, or recreational depending upon the degree of existing encroachment.  Designation of a 
segment carries with it a federal reserved water right, and may also affect management of the 
river and its corridor with respect to water quality. 

The Federal Clean Water Act, as amended in 1987 and currently enforced by federal and 
state entities with responsibility over water quality protection, creates the potential for additional 
constraints on water diversion and management activities.  This is especially true in light of a 
United States Supreme Court case in which the Court held that hydrologic modifications may 
constitute “pollution” under the Federal Clean Water Act, and that instream flow permit 
conditions may be appropriate to protect designated stream uses.  Recent federal court of appeals 
decisions (outside the Utilities’ jurisdiction) raise the issue whether a permit is necessary for 
transbasin diversions.  Such conditions, along with those imposed under Section 404 of the 
Federal Clean Water Act (relating to dredge and fill permits), Section 401 (relating to state 
certification conditions), Section 303(d) (relating to load and wasteload allocations), and those 
which may be necessary to meet Section 319 (non-point source best management practices) and 
new watershed requirements may increase the costs of development.  The EPA’s emphasis on 
watershed planning and proposed modifications to the water quality standards program involve 
such issues as biological criteria, antidegradation reviews, and standards for clean sediment and 
nutrients and could further impact water project construction and operation. 

The Federal Endangered Species Act requires consultation with the U.S. Fish and 
Wildlife Service by a federal agency before the agency issues any authorization or permit for an 
activity.  If the U.S. Fish and Wildlife Service determines that the proposed activity will have a 
detrimental impact on threatened or endangered species or their habitat, it must identify a 
reasonable and prudent alternative which would not jeopardize the species or result in the 
destruction of its habitat.  Such a process could result in a decrease in project yields and/or an 
increase in project costs. 

Construction activities in certain areas in and around the City may be impacted by 
threatened or endangered species designations which can require special permits, conservation 
plans and consultation with the U.S. Fish and Wildlife Service.  For example, effective in June 
1998, the Preble’s Meadow Jumping Mouse, whose habitat includes some riparian areas within 
the County, was designated as a threatened species.  The Utilities has initiated a collaborative 
process with other affected interests to address this issue.  A federal appropriation was obtained 
in 1997 and a federal grant in 2001 to help finance this process, a primary goal of which is to 
identify and develop an appropriate local conservation plan allowing continued construction 
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activities without unreasonable additional regulatory burdens.  As a result of the Regional 
Habitat Conservation Planning, no part of the County was designated as Critical Habitat for the 
Preble’s Meadow Jumping Mouse. 

Capital Improvements to the Water System 

General.  The City owns twenty-two earthen and rock fill dams as a part of the Water 
System.  Each of these dams is required to be inspected frequently by or at the direction of the 
State Engineer pursuant to the Colorado Rules and Regulations for Dam Safety and Dam 
Construction (the “State Dam Safety Regulations”).  The State Dam Safety Regulations require 
that dams have spillway capacity and structural integrity sufficient to withstand a major flood 
without failing or otherwise contributing to the magnitude of the flood.  On the basis of its 
inspection of these dams, the office of the State Engineer has recommended that further study be 
completed on nine dams to address deficiencies in structural condition or spillway capacity.  The 
studies on six of the dams have been completed or are currently in progress.  The studies at two 
of the dams included an investigation of increasing storage capacity as part of the improvements.  
The Utilities has also completed  a comprehensive inspection program of the dams as part of the 
Raw Water Infrastructure Improvement Program.  The Raw Water Infrastructure Improvement 
Program has recommended additional improvements.  The Utilities intends to design and 
construct the recommended improvements at a cost of approximately $5,000,000 per year 
through 2016. 

As part of a long-range project, the Utilities has conducted a series of technical studies 
and a public participation process to develop a comprehensive water resources plan to address 
water supply through at least 2040.  The water resources plan was completed in early 1996 and 
received approval by the City Council.  Its components include conservation, improvements to 
the existing water system, non-potable water delivery system development and a major delivery 
system for the delivery of raw water from remote watersheds to local storage.  Implementation of 
the water resources plan will involve very significant costs, and is well underway. 

Additional Groundwater Resources.  The Utilities has completed development of a 
portion of its Denver Basin Groundwater for the purpose of supplemental emergency supply and 
the potential to also deliver water for irrigation purposes where practical.  As part of this project, 
7 wells have been drilled in the Denver (3), Arapahoe (3), and Laramie – Fox Hills formations 
(1) with an estimated production capacity of 2.5 million gallons per day (3,000 acre-feet per 
year).  Construction is complete on collection system piping and treatment systems necessary to 
deliver water to customers via connections to existing distribution system components.  Several 
of these wells have also been equipped to store excess surface water underground as part of an 
Aquifer Storage and Recovery program.  This program will supplement groundwater supplies, 
bolster groundwater levels in the aquifers, and effectively turn a non-renewable supply 
(groundwater) into a renewable supply through artificial recharge.  The Utilities is currently 
operating this program and has stored over 900 acre feet underground to date.  Additional studies 
identifying future groundwater well locations and expansion requirements for the program were 
completed in 2007. 

Southern Delivery System – General.  The Utilities proposes to build a major water 
delivery system from Pueblo Reservoir.  This project is known as the Southern Delivery System 
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(the “SDS”) and will deliver up to an average of 70 mgd of raw water and at least 100 mgd of 
finished water to the City.  Fountain, Security and  Pueblo West Metropolitan District (“Pueblo 
West”) plan to partner in this project and have executed an intergovernmental agreement with the 
City.  As currently envisioned by the Utilities, the City’s percentage of participation in capital 
costs of Phase 1 of the SDS is 95.29%, Fountain’s percentage is 3.29%, Security’s percentage is 
1.29%, and Pueblo West’s percentage is 0.13%.  The SDS includes a total raw water pipeline 
capacity up to 96 mgd from the North Outlet Works at Pueblo Reservoir to the Pueblo West turn-
out, and from that point north to the City, 78 mgd will be delivered to Colorado Springs, 
Fountain and Security.  Phase 1 of the SDS includes over 50 miles of 66-inch diameter pipeline, 
3 pump stations, a water treatment plant, finished water pipelines and pumping facilities. 
Preliminary design, engineering, and permitting are currently underway.  Phase 1 is expected to 
be operational in 2016 and is estimated to cost approximately $880 million, of which the Utilities 
is responsible for approximately $838 million.  Phase 2 of the SDS, which consists of two new 
reservoirs and the expansion of the water treatment facilities, is proposed to be constructed as 
soon as 2025 based on current growth forecasts.  

As with other similar water delivery projects having a federal nexus, the SDS must 
comply with the requirements of NEPA.  In the case of the SDS, the nexus is the request for 
long-term water conveyance and storage in Pueblo Reservoir; a federally-owned facility operated 
by the Bureau.  As “lead federal agency” in the NEPA process, the Bureau determines the extent 
to which the environmental impacts of the project must be analyzed. In March 2009, the Bureau 
issued its Record of Decision, which completed the review of the SDS under NEPA.  The Record 
of Decision is a document that describes the Bureau’s environmental review, and identifies the 
Bureau’s preferred alternative from a list of alternatives analyzed and mitigation addressed in the 
Final Environmental Impact Statement.  The Bureau’s preferred alternative has the SDS intake at 
Pueblo Reservoir with the raw water delivery pipeline extending north through Pueblo County.   

In March 2009, the Pueblo County Board of County Commissioners approved the SDS 1041 
land-use permit with its staff recommended terms and conditions for construction of the SDS through 
Pueblo County.  Major conditions of the 1041 land-use permit include mitigation of impacts to 
Fountain Creek from SDS by funding $50 million to the new Fountain Creek Watershed Flood 
Control and Greenway District for erosion, sedimentation, flood control or water quality improvement 
projects.  In addition, the Utilities is required to invest $75 million in planned improvements to its 
wastewater collection or reuse systems by 2024.  In April 2009, the City Council approved a 
resolution recognizing the terms and conditions of the Pueblo County 1041 land use permit.   

The permitting process will continue, including a recently submitted request for a 404 
Individual Permit with the U.S. Army Corps of Engineers.  A 401 Permit Certification with the 
Colorado Department of Public Health and Environment for certification under Section 401 of the 
Federal Clean Water Act, Location and Site Development, Permits with the County, and an SDS 
Concept/Development Plan with the City will also be submitted as part of the permitting process. 

The Utilities intends to comply with all other state and local land use and permitting 
requirements applicable to the SDS.     

Engineer’s Report on Feasibility of the Southern Delivery System.  Due to the size of 
the SDS, it constitutes a Capital Addition under the Bond Ordinance.  A Capital Addition is 
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defined in the Bond Ordinance as a project with an estimated net book value in excess of 15% of 
the net utilities plant (without regard to the project) for the most recent fiscal year.  The Bond 
Ordinance requires that the Utilities have a comprehensive engineer’s report prepared for any 
Capital Addition. 

In 2003, the Utilities engaged CH2MHILL to prepare the engineer’s report relating to the 
SDS in order to ensure compliance with the additional bonds test contained in the Bond 
Ordinance.   

In 2009, CH2MHILL prepared an addendum to their 2003 report.  As part of the 2003 
report and the 2009 addendum, CH2MHILL reviewed the financial forecasts of the Utilities and 
prepared an independent financial forecast.  With the critical assumptions that adequate debt 
service coverage will be maintained through forecasted annual rate increases, which have not yet 
been approved by the City Council, and that projected costs and expenses will be as forecast by 
the Utilities, CH2MHILL certifies  that average annual debt service coverage will not be less 
than 130 percent for the 3 years (2017 to 2019) following commercial operability of the SDS in 
2016. 

Copies of the 2003 report and the 2009 addendum are attached to this Official Statement 
as Appendix G.   
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THE WASTEWATER SYSTEM 

The Wastewater System provides wastewater services for the City and for those areas 
approved by the City Council on a long-term, contractual basis, including Peterson, Manitou 
Springs and the Stratmoor Hills Water and Sanitation District.  An average of nearly 42,700,000 
gpd of wastewater is treated for a per capita treatment of about 116 gpd.  As of December 2008, 
the Utilities owned and operated approximately 1,640 miles of sewer main. 

For a discussion of pending legal action regarding the wastewater system, see 
“PENDING LEGAL PROCEEDINGS.” 

Wastewater Rates 

Wastewater treatment services are not metered (except for three contract customers), and 
residential charges for this service are based on the two lowest periods of water billed during the 
December, January, and February billing periods of each winter.  Charges for non-residential 
customers are calculated monthly based on water usage (less irrigation and consumptive use 
adjustments, if applicable).  The charges for users within the City and for suburban users are set 
forth below. 

These charges became effective February 1, 2009.   

Wastewater Treatment Service Charges 
 

 City Suburban 
Residential    
Service Charge — Per day................................................................$0.4588 $0.6882 
Quantity Charge — Each 100 cubic feet ................................ $2.39 $3.59 
   
Commercial   
Service Charge — Per day................................................................$0.8951 $1.3427 
Quantity Charge — Each 100 cubic feet ................................ $2.58 $3.87 

 
The City also assesses a surcharge to some large industrial customers whose discharge 

exceeds 25,000 gpd.  The surcharge is adjusted periodically and is based on the average excess 
of biochemical oxygen demand and total suspended solids measured for each specific customer 
over normal discharge levels.  The City imposes wastewater development charges for new 
connections to partially compensate for the cost of treatment plant expansion and other capital 
improvements.  The wastewater development charges for single family residential customers 
were increased on January 1, 2008, and are now $1,827 within the City limits and $2,741 outside 
the City limits for customers outside the Jimmy Camp Creek service area.  For customers inside 
the Jimmy Camp Creek service area, wastewater development charges for single family 
residential customers are $445 inside the City limits and $667 outside the City limits.  The 
wastewater development charges for customers within the Jimmy Camp Creek service area cover 
only sludge conveyance and treatment.  The liquid treatment plant for this area is being funded 
by developers and those costs will be recovered directly from the developer.  Non-residential 
wastewater development charges vary based on water meter size, and range from $2,533 and 
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$3,801 for ¾” and smaller meters within and outside the City limits, respectively, to $120,668 
and $181,002 for 6” meters within and outside the City limits, respectively, for customers 
outside the Jimmy Camp Creek service area.  Non-residential wastewater development charges 
within the Jimmy Camp Creek service area also vary based on water meter size, and range from 
$445 and $667 for ¾” and smaller meters within and outside the City limits, respectively, to 
$20,606 and $30,909 for 6” meters within and outside the City limits, respectively.  Multi-family 
development charges are $1,186 inside the City limits and $1,779 outside the City limits for 
customers outside the Jimmy Camp Creek service area.  Multi-family wastewater development 
charges for customers inside the Jimmy Camp Creek service area are $289 inside the City limits 
and $433 outside the City limits. 

Wastewater Revenues 

The following table sets forth the wastewater revenues by customer class for the past five 
years: 

 
Wastewater Revenues 

Customer Class                           2004            2005            2006            2007          2008      

Residential (City)...............................................$ 22,513,730 $ 28,334,576 $ 34,083,152 $37,351,066 $43,810,030 
Residential (Suburban) ...................................... 61,761 66,267 64,303 336,334 240,579 
Commercial (City)(1) .......................................... 8,013,333 9,643,298 11,106,801 12,374,624 14,675,841 
Commercial (Suburban)(1)................................ 34,366 36,379 54,937 87,545 99,705 
Contract Service ................................................ 527,429 597,065 659,506 863,524 750,192 
Interdepartmental  .............................................     227,001     357,613     452,157      565,904      491,391 

Subtotal ..............................................$ 31,377,620 $ 39,035,198 $ 45,420,856 51,578,997 $60,067,738 

Miscellaneous Revenues....................................      1,044,327      1,131,681        858,391    1,094,127       793,581 

Total Wastewater Revenues...............$ 32,421,947 $ 40,166,879 $ 47,279,247 52,673,124 $60,861,319 

Less Interdepartmental Sales .............................       (227,001)       (357,613) (452,157)     (565,904)      (491,391) 

Net Wastewater Revenues .................$ 32,194,946 $ 39,809,266 $ 46,827,090 $52,107,220 $60,369,928 

Total Number of Active Wastewater 
Accounts as of Year End ................................        121,195        124,309        126,699       128,270        129,133 

     
(1) Commercial revenue is significantly affected by atypical weather conditions because an irrigation adjustment 

applies to commercial customer billings, and the irrigation adjustment was developed on the basis of normalized 
weather conditions. 

 
Wastewater Facilities 

The Wastewater System operates two wastewater treatment facilities.  The combined 
permitted capacity is 85,000,000 gpd, with peak capacity during the summer of 95,000,000 gpd.  
The Utilities is reevaluating existing infrastructure and looking into short and long range 
alternatives for meeting future demands. 
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Environmental Regulation 

The Utilities operates the Las Vegas Street Wastewater Treatment Plant, which 
discharges treated wastewater to Fountain Creek, and the J.D. Phillips Water Reclamation 
Facility, which discharges treated wastewater to Monument Creek. Both facilities operate under 
the terms of Colorado Discharge Permit System (“CDPS”) permits issued in 2006 pursuant to the 
Federal Clean Water Act.  Under the CDPS permits, the Utilities is required to monitor 
wastewater discharges and report on a monthly basis the results of that monitoring to the 
CDPHE. 

In accordance with CDPHE regulations, the Utilities is subject to a public health 
protection limit applicable to the distribution system for reclaimed wastewater used for 
irrigation.  The Utilities does not expect that additional capital or other expenditures will be 
required to comply with these regulations. 

The CDPS permits for the facilities require that when throughput and treatment reach 
80% of design capacity, the Utilities must initiate engineering and financial planning for 
additional treatment capacity, and that construction must be commenced when throughput and 
treatment is at 95% capacity.  The Las Vegas Street Wastewater Treatment Plant reached 80% 
capacity several years ago, but did not reach the 95% limit.  However, re-ratings of treatment 
capacity since that time using actual operating data resulted in increases to the approved organic 
and hydraulic design capacities.  The CDPS permit has been amended to reflect the correct 
organic and hydraulic capacities of the plant.  The 80% limits for organic and hydraulic 
capacities have not been exceeded since the re-ratings.  In the past 12 months, annual organic 
and hydraulic throughputs for the plant reached 41% and 60%, respectively.  Annual organic and 
hydraulic throughputs over the past 12 months for the J.D. Phillips Water Reclamation Facility 
reached  38%  and 37%, respectively. 

It is possible that the Utilities could be required to improve treatment controls for 
discharges from the Las Vegas Street Wastewater Treatment Plant to address E. coli.  Fountain 
Creek, which receives wastewater discharges from the Las Vegas Street Wastewater Treatment 
Plant, is listed as exceeding water quality standards for E. coli.  The Utilities is working with 
other regional entities to better define the sources and alternatives for control of this pathogen.  
In April 2008, the Utilities successfully worked with State regulators to remove most of 
Monument Creek, to which the J.D. Phillips Water Reclamation Facility discharges, from the list 
of waters impaired by selenium.  The Utilities continues to participate in regional and state-wide 
efforts to address water quality impairment.  In addition, the Utilities is designing an alternative 
disinfection process at the Las Vegas Street Wastewater Treatment Plant in order to meet a more 
stringent permit limit anticipated in 2011. 

The CDPHE changed Fountain and Monument Creeks’ stream designations from “use-
protected” to “reviewable” in July 2008.  The Utilities is currently evaluating the impact of this 
change.  While there are no immediate impacts expected, this change may ultimately result in 
more stringent effluent limits for pollutants that have been detected in the discharge but are not 
limited by the treatment facilities’ current CDPS permits.  Additionally, pollutants that are 
currently limited by the CDPS permits may undergo an “antidegradation” review that could 
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result in more restrictive effluent limits.  Reduced or additional permitted effluent limits may 
necessitate additional wastewater treatment facility controls. 

As required by discharge permits, the Utilities has reported sanitary sewer overflows 
(“SSOs”) to regulatory agencies.  Unpermitted releases from the pipeline transporting sludge to 
the Clear Spring Ranch Solids Handling and Disposal Facility, as well as the system that delivers 
reclaimed wastewater for irrigation, have also been reported.  SSOs can be caused by blockages 
in the sewer lines due to debris, tree roots and grease or can be caused by vandalism, 
construction damage, pump or pipeline failures, and severe flooding.  Several of the major SSOs 
occurred within the Wastewater System due to flooding caused by storms during the spring of 
1999.  Historically, the EPA and the CDPHE have not commenced enforcement proceedings 
against utilities for SSOs.  However, in April 2000, the EPA announced an enforcement initiative 
for SSOs as violations of the Federal Clean Water Act. 

On February 3, 2004, the CDPHE and the Utilities entered into a Compliance Order on 
Consent (“Consent Order”) that resolves SSOs that occurred between June 23, 1998 and 
November 11, 2003.  The Consent Order was subsequently amended in December 2005 
(“Amendment One”) to resolve SSOs that occurred between January 14, 2004 and November 16, 
2005.  In December 2006, the Consent Order was amended a second time (“Amendment Two”) 
to address SSOs that occurred between July 5, 2006 and November 22, 2006.  The Consent 
Order addresses capacity and condition evaluations, along with the systematic repair, 
rehabilitation, and replacement of portions of the wastewater collection system through the year 
2012.  The Consent Order has been reviewed and approved by the EPA.  The Utilities continues 
to perform ongoing work as prescribed in the Consent Order.  For a discussion of pending legal 
action regarding SSOs, see “PENDING LEGAL PROCEEDINGS.” 

The Clear Spring Ranch Solids Handling and Disposal Facility, which processes sludge 
from the Las Vegas Street Wastewater Treatment Plant and the J.D. Phillips Water Reclamation 
Facility, is currently regulated under a federal sludge disposal permit, a County solid waste 
disposal authorization known as a “Certificate of Designation” and State air quality permits.  
Under these permits and related regulations, the Utilities is required to frequently monitor sludge 
and ground water quality.  In 2007, the EPA issued a new general permit for sludge disposal 
which expires October 19, 2012.  The solid waste disposal Certificate of Designation has no 
expiration date.  The Utilities has submitted and received approval for an amendment to the solid 
waste disposal Certificate of Designation to expand the disposal area, to accept additional waste 
streams (including third-party sludge), and to combine all solid waste disposal activities at the 
site (including ash from coal combustion) under a single Certificate of Designation.  This 
amendment was approved by the Board of County Commissioners of the County and the 
CDPHE. 

In 2008, a Wastewater Integrated Master plan was drafted and internally reviewed.  The 
Wastewater Integrated Master plan addresses the 10-year Capital Improvement Projects needed 
for the wastewater collection system, wastewater treatment facilities and Clear Spring Ranch 
Solids Handling and Disposal Facility.  It analyzes current capacity and future growth needs for 
all wastewater system components.  The Wastewater Integrated Master plan also addresses the 
impacts of new regulations and plans for capital improvements necessary to keep the facilities in 
compliance with the new regulations. 
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Capital Improvements to the Wastewater System 

General.  In 2000, the Utilities completed a Wastewater Infrastructure Strategic Plan, 
which identified a need for the J.D. Phillips Water Reclamation Facility in Monument Creek 
Basin, located in the northern portion of the City.  The J.D. Phillips Water Reclamation Facility 
was constructed to allow for expansion via the second phase at a later date, though no decisions 
have been made as to when such expansion will occur.  The cost of the first phase of the J.D. 
Phillips Water Reclamation Facility was approximately $80,000,000. 

Sanitary Sewer Evaluation and Rehabilitation Project (“ SSERP” ) and Local Collectors 
Evaluation and Rehabilitation Project (“ LCERP” ).  The Utilities is committed to providing a 
safe collection system for wastewater.  The Wastewater System is over 100 years old in some 
parts of the City.  In addition, sewer lines that cross creeks have unique stabilization and 
hardening needs to reduce the risk of damage during storm events.  The SSERP and the LCERP 
are two projects intended to provide a comprehensive and systematic evaluation of the 
Wastewater System.  These projects will also identify, prioritize and complete needed repairs, 
rehabilitation and upgrades on the sanitary sewer collection system.  SSERP is focused on the 
250 miles of lines 10 inches in diameter or greater.  This project is anticipated to cost 
approximately $70 million and will be completed by December 2012.  This project is covered by 
the Consent Order.  See “– Environmental Regulation” above. 

A separate program which is not covered by the Consent Order is the LCERP, which is 
focused on the 1,150 miles of lines that are less than 10 inches in diameter.  This project is 
anticipated to cost approximately $180 million and is scheduled for completion in 2025. 

The creek crossing stabilization and hardening has been completed.  Creek crossings 
requiring additional work beyond stabilization and hardening, such as complete rehabilitation or 
full replacement, are underway and such work is anticipated to be completed by 2010. 
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THE GAS SYSTEM 

The Gas System operates a local distribution system supplying natural gas to 
approximately 184,000 customers in a 500 square mile service area.  In addition to the City, the 
service area includes Manitou Springs, the Academy, the northerly portion of Fort Carson and 
unincorporated portions of the County.  The Gas System purchases gas under contracts with a 
variety of gas suppliers including nationwide marketing companies as well as national and 
regional production companies.  CIG transports the purchased natural gas supplies to the Gas 
System’s distribution facilities pursuant to various firm, interruptible and “no notice” 
transportation agreements.  See “– Gas Supply” below. 

Supplementing the purchased gas is a propane-air plant (peak-shaving facility) and 
contract storage services, including the Young Storage Field, of which the Utilities is a 5% 
owner. 

The Gas System’s customer base continues to grow at approximately the growth rate in 
population of the greater Colorado Springs area.  Natural gas continues to be the preferred fuel 
for space and water heating for residential and commercial customers and, because of this, the 
saturation of gas service to residences and business is nearly 100%.  Actual sales volumes for the 
past five years are presented below under “– Gas Sales and Revenues.” 

The Academy, Peterson and Fort Carson are currently served under a Government 
Services Administration Areawide Contract.   

Gas Rates 

The following table sets forth rates as they relate to residential and commercial service 
provided by the Gas System.  As noted in the table, the Utilities imposes a gas cost adjustment to 
pass through to its customers changes in costs of gas from its suppliers.  As with the electric cost 
adjustment, the gas cost adjustment calculation considers the forecasted cost of gas and is subject 
to revision as often as monthly, depending on market conditions.   
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Natural Gas Rates 
(Effective January 1, 2008) 

Residential Service:   
   
The bills are the sum of:   

   
Supply Charges -- Per 100 cubic feet ............................... $0.6034 
   

Access and Facilities Charges -- Per day ................................................. $0.3142 
 -- Per 100 cubic feet ................................ $0.1262 
   

Gas Cost Adjustment -- Per 100 cubic feet ................................ $0.1338(1) 
   
Commercial Service:   
   
The bills are the sum of:   

   
Supply Charges -- Per 100 cubic feet ................................ $0.6034 
   

Access and Facilities Charges -- Per Day ................................................ $0.6467 
 -- Per 100 cubic feet ................................ $0.1103 
   

Gas Cost Adjustment -- Per 100 cubic feet ................................ $0.1338(1) 
     
(1) As of July 1, 2009.   
 

The City Council is authorized to determine rates charged for gas service within the Gas 
System’s service area (both inside and outside City limits).  However, if the rates to be charged 
for the same customer classifications are different for customers within and outside City limits, 
then a State statute requires that rates to be charged to customers outside the City limits be 
reviewed and approved by the PUC before becoming effective.  The statute also provides that the 
PUC has jurisdiction to resolve any conflict relating to the rates established by the City Council 
upon the filing of a complaint by 5% of the affected customers outside the City limits.  Under the 
statute, the City Council is ordinarily required to give at least 30 days’ notice to the public prior 
to holding a public hearing to consider proposed base rate changes.  The statute allows rate 
changes absent the public notice and hearing for good cause.  By virtue of the ordinances 
establishing the rate making process for the Utilities, a 30 day public notice is not provided for 
changes to the gas cost adjustment.  Published notice is provided within 10 days after City 
Council approval for the gas cost adjustment. 

Gas Sales and Revenues 

The ten largest customers of the Gas System during 2008 represented approximately 
42,170,330 CCF, or 14.4% of sales (excluding interdepartmental and miscellaneous sales), and 
approximately $16,775,527 or 7.8% of revenues during that period (excluding interdepartmental 
and miscellaneous revenues). 

The following tables set forth Gas System sales and revenues by customer class for the 
past five years: 
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 Gas Throughput (Mcf @ 14.65 p.s.i.a.) 
 
Customer Class   

 
     2004       

 
     2005       

 
     2006       

 
     2007       

 
      2008      

Firm Sales: 
 Residential ................................................................

 
12,217,792 12,742,948 12,079,261 12,669,792 12,790,242 

 Commercial ................................................................ 7,792,534 8,211,732 7,760,444 7,833,264 8,135,863 
 Special Contract Service................................................................292,172 309,826 215,735 267,090 271,363 
Interruptible Sales:       
 Industrial Rate #2 ................................................................58,588 (1,242,877) 440,884 214,927 155,754 
 Industrial Rate #3 ................................................................     906,499      925,917      544,505      861,564      923,952 
  Subtotal ................................................................21,267,585 20,947,546 21,040,829 21,846,637 22,277,174 
      
Interdepartmental – Firm and Interruptible ................................329,138 350,770 332,230 397,001 297,272 
Miscellaneous Sales (1) - - - - - - 1,305,742 -   
  Total Gas Sales Volume................................ 21,596,723 21,298,316 21,373,059 23,549,380 22,574,446 
Gas Transportation Volume ................................................................  1,711,918   1,612,005    1,381,731    1,345,735   1,726,393 
  Total Throughput Volume................................23,308,641 22,910,321 22,754,790 24,895,115 24,300,839 

Less: Interdepartmental Sales ................................................................    (329,138)     (350,770)     (332,230)     (397,001)       (297,272) 
                 Net Throughput Volume ................................ 22,979,503 22,559,551 22,422,560 24,498,114   24,003,567 
Total Number of Active Gas Meters as of Year End................................     173,416      178,047      181,849 183,926        185,047 
  
 Gas Revenue 
      
Customer Class        2004            2005            2006            2007             2008       
Firm Revenue: 
 Residential................................................................................................

 
$ 100,370,479 $ 125,009,113 $ 120,754,019 $121,196,838 $133,260,260 

 Commercial ................................................................ 56,835,523 69,838,058 67,144,845 67,258,466 71,161,215 
 Special Contract Service................................................................2,407,555 2,942,154 2,102,028 2,408,277 2,757,147 
Interruptible Revenue:      
 Industrial Rate #2 ................................................................ 374,499 1,076,853 3,979,274 1,566,800 1,591,330 
 Industrial Rate #3 ................................................................       5,798,683        7,306,149        3,868,450       4,233,215      6,597,165 
  Subtotal................................................................$ 165,786,739 $ 206,172,327 $ 197,848,616 $196,663,596 $215,367,117 
      

Interdepartmental – Firm and Interruptible Revenue................................4,097,185 5,430,496 4,854,950 3,767,002 7,664,023 
Total Gas Sales Revenue ................................ $ 169,883,924 $ 211,602,823 $ 202,703,566 $200,430,598 $223,031,140 

Gas Transportation Revenue ................................................................1,179,628 1,017,274 1,030,722 1,016,624 1,030,485 
Miscellaneous Revenue (1) ................................................................         801,609       (8,525,524)         (377,406)       9,854,761     19,621,726 

Total Gas Revenue................................................................$ 171,865,161 $ 204,094,573 $ 203,356,882 211,301,983 243,683,351 
Less: Interdepartmental Revenue ................................................................     (4,097,185)      (5,430,496)      (4,854,950)      (3,767,002)     (7,664,023) 

Net Gas Revenue ................................................................$ 167,767,976 $ 198,664,077 $ 198,501,932 $207,534,981 $236,019,328 
     
(1) 2007 Miscellaneous Sales and Miscellaneous Revenue include sales and revenues classified as Non-regulated in prior years.  The 
 change in classification was effective January 1, 2007. 
 
Gas Supply 

The Utilities contracts for sufficient firm transportation capacity and supplies to meet its 
firm sales customers’ peak day needs.  The Utilities defines peak day conditions as a day with an 
average temperature of -13 degrees Fahrenheit.  The Utilities’ goal is to hold a diversified 
portfolio of gas supplies, pipeline transportation and storage services in order to provide 
reliability and economic efficiency in meeting its supply obligations.  Notably, the Utilities 
entered into a prepaid gas supply agreement with Merrill Lynch & Co., Inc. and Merrill Lynch 
Commodities, Inc. in June 2008.  This agreement will provide for about 20% of the Utilities 
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retail natural gas load with firm supplies priced at approximately $5 million below market for 
each year of its 30 year term. 

The Utilities’ firm gas supply portfolio is comprised of multiple contracts with terms 
ranging from one to thirty  years.  The expiring contracts are competitively bid by the suppliers 
each year, usually during the spring.  In addition, the Utilities purchases approximately 25% of 
its annual gas supply needs on a short-term (30-day or less) basis, giving the Utilities the 
flexibility to react to warmer than normal conditions without defaulting on firm commitments, 
and providing the flexibility to take advantage of short-term drops in gas prices.  The staggered 
terms of the supply contracts help shape supply commitments to better match load requirements, 
and ensure the Utilities can acquire and replace supplies in an orderly fashion. 

In addition to a diversified portfolio of terms and conditions of service, the Utilities 
actively pursues opportunities to reduce costs and realize value from its gas supply assets.  This 
process includes releasing transportation and storage capacity to meet peak loads during non-
peak periods. 

Gas Price Hedge Program 

General.  The energy industry continues to experience tremendous price volatility.  In 
order to limit and manage the Utilities’ exposure to price uncertainty, a gas price-hedging 
program has been implemented.  The Utilities hedges its gas supplies for both retail gas 
customers and its fuel gas for power generation.  The price hedging program is carried out in 
accordance with the Utilities’ Energy Risk Management Plan.  This policy document is designed 
to direct the implementation of risk policies to mitigate price risk exposure, monitor hedging and 
energy trading practices, and to protect the organization from engaging in transactions the 
organization deems outside its current policy.  Changes to the Energy Risk Management Plan 
must be approved by the Utilities’ senior executive management.  

The Energy Risk Management Plan requires that the Utilities’ counterparties to energy 
transactions be on an approved counterparty list.  To be on this list, counterparties must have a 
minimum rating of BBB issued by Standard and Poor’s Rating Services, a Division of The 
McGraw-Hill Companies, Inc., a minimum rating of Baa2 issued by Moody’s Investors Service, 
a minimum rating of BBB issued by Fitch Ratings, or be specifically approved by the Utilities’ 
Risk Management Committee.  The Energy Risk Management Policy limits the amount of 
counterparty credit exposure according to the counterparty’s credit rating.   

Existing Hedges.  The Utilities has executed the following gas hedge agreements:   
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Counterparty 
Credit 
Rating 

Notional 
Amount 
MMBtu Calendar Term 

Utilities 
Payment 

Per 
MMBtu 

Counterparty 
Payment Per 

MMBtu1 
Market Value 
as of 9/30/09 

JP Morgan 
Chase Bank AA-/Aa1 1,220,000 07/09 to 12/09 $7.537 CIG Daily $(2,906,125) 

BP Energy Company AA+/Aa1 200,000 07/09 to 12/09 $10.850 NG LD $(816,280) 

J. Aron & Company A/A1 210,000 07/09 to 12/09 $10.850 NG LD $(887,480) 

JP Morgan 
Chase Bank AA-/Aa1 410,000 07/09 to 12/09 $(2.700) CIG FOM 

minus NG LD $2,122,090 

J. Aron & Company A/A1 3,940,000 07/09 to 12/11 $5.624 Cheyenne 
Daily $(544,905) 

RBS Sempra 
Commodities A/A1 2,200,000 01/10 to 12/11 $5.435 Cheyenne 

Daily $1,015,315 

BP Energy Company AA+/Aa1 8,290,000 07/09 to 12/11 $6.260 CIG FOM $(4,119,230) 

J. Aron & Company A/A1 3,110,000 01/10 to 12/11 $5.927 CIG FOM $(158,740) 

JP Morgan 
Chase Bank AA-/Aa1 3,850,000 07/09 to 12/11 $8.523 CIG FOM $(10,264,510) 

Morgan Stanley 
Capital Group Inc. A/A2 5,090,000 07/09 to 12/11 $5.840 CIG FOM $(1,114,265) 

RBS Sempra 
Commodities A/A12 5,250,000 07/09 to 12/11 $6.782 CIG FOM $(4,592,100) 

 

In addition to the gas hedge agreements listed above, the Utilities has entered into the 
following option agreement: 

                                                 
1 CIG Daily:  Monthly Arithmetic Average of Platt’s Gas Daily Price Guide CIG (Rockies) mid-point daily index. 

NG LD:  Last Trading Day Settlement of NYMEX Henry Hub Natural Gas Futures. 
Cheyenne Daily:  Monthly Arithmetic Average of Platt’s Gas Daily Price Guide Cheyenne mid-point daily index. 
CIG FOM:  Platt’s Inside FERC's Gas Market Report CIG Rocky Mountain index. 

2 Rating of Parent Company. 
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Counterparty 
Credit 
Rating 

Role of 
Counterparty 

Option 
Type 

Notional 
Amount 
MMBtu 

Calendar 
Term 

Strike Price  
Per MMBtu 

Underlying 
Price1 

Market Value 
as of 9/30/09 

Morgan Stanley 
Capital Group Inc. A/A2 Seller1 European 

call 3,220,000 01/10 to 
12/11 $4.901 CIG FOM $4,688,447 

BP Energy 
Company 

AA+/ 
Aa1 Seller2 European 

put 1,240,000 01/11 to 
12/11 $4.156 CIG FOM $69,400 

J. Aron & 
Company A/A13 Seller2 European 

put 3,610,000 11/09 to 
03/10 $3.876 CIG FOM $139,000 

Risks Associated with Collateral Posting.  The agreements governing the natural gas 
hedging activities between the Utilities and approved counterparties have provisions relating to 
collateral posting requirements by both parties.  Collateral postings are required to protect either 
party from risk of default on the financial derivatives used in the hedging transaction.  As the 
mark to market value of the financial derivative changes according to market conditions, the 
party incurring a “negative” mark to market position on the financial instrument will be required 
to post collateral as the negative value reaches predefined thresholds.  Specifically, the Utilities 
may be obligated to post collateral with the applicable counterparty if the market price of natural 
gas falls below the price levels hedged by the Utilities.  Conversely, as the market price of 
natural gas increases relative to the price positions taken by the Utilities, the mark to market 
value favors the Utilities and the Utilities may require counterparties to post collateral.  If an 
agreement is terminated prior to its stated expiration date due to default, any collateral posted by 
the defaulting counterparty would be retained by the non-defaulting counterparty.   

As of September 30, 2009, the Utilities has posted $7,001,512 in collateral with the 
various counterparties to its gas hedge agreements.  Such postings, together with postings for its 
interest rate swap agreements, impact the Utilities’ cash reserves and liquidity.  Depending upon 
market conditions, such postings could continue to increase and have a larger impact on the 
Utilities’ cash reserves and liquidity.  To partially alleviate this impact, the City, on behalf of the 
Utilities, has entered into the Lines of Credit in a combined amount of $100,000,000.  See 
“COLORADO SPRINGS UTILITIES – Outstanding Utilities Revenue Bonds and Other 
Obligations” above. 

 

                                                 
1 The Utilities has the right to call. The counterparty has obligation to meet the call. 
2 The Utilities has the right to put. The counterparty has obligation to meet the put. 
3 Rating of Parent Company. 
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NON-REGULATED SERVICES 

As the Utilities enhanced service to customers and leveraged existing utility assets, it 
separately stated its financial results for a variety of services extending beyond the traditional 
core utility services.  Prior to 2007, the non-regulated department was an accounting entity, 
which included a variety of non-regulated services such as value-added products and services 
offered to existing customers, and non-tariff commodity sales and operational solutions offered 
to non-commodity customers.  Commencing in 2007, the non-regulated department is no longer 
a separate accounting entity and is now included in the appropriate service. 
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PENDING LEGAL PROCEEDINGS 

In 2005, the Office of the District Attorney for the Tenth Judicial District in Pueblo, 
Colorado and the Sierra Club filed citizen suits alleging that the Utilities and the City violated 
the Colorado Discharge Permit System permit issued pursuant to the Federal Clean Water Act.  
These suits base their allegations primarily on sanitary sewer overflows and past sanitary sewer 
overflows and chlorine effluent limit exceedances.  These suits seek injunctive relief, civil 
penalties up to $32,500 per day per violation and fees and costs.  In August 2007, the judge for 
the United States District Court in which these matters are being litigated issued an opinion 
granting partial summary judgment in favor of the City.  The judge found, in part, that the 
District Attorney for the Tenth Judicial District in Pueblo, Colorado lacked standing to bring his 
actions and dismissed his claims against the City and the Utilities.  In August 2009, the judge 
issued a Findings of Fact, Conclusions of Law and Order which imposed a civil penalty against 
the City in the amount of $35,500, but did not grant any injunctive relief which was requested by 
the Sierra Club.  It is not clear at this time whether the Sierra Club will appeal the judge’s order 
or whether any such appeal would be successful.   

Pursuant to a citizen initiative, the City Council submitted an initiated ordinance to the 
City’s electors at the November 3, 2009 election.  The initiated ordinance was approved by a 
majority of voters and will:  (a) require that all enterprise payments to the City (including 
payments in lieu of taxes which the Utilities currently pays to the City) be phased out in 8 or 
fewer years; and (b) prohibit all future loans, gifts, and subsidies between an enterprise, such as 
the Utilities, and the City or another enterprise.  The effect on the Utilities will be a reduction in 
expenses related to the payments in lieu of taxes, which would be passed on to Utilities’ 
customers.  The Utilities could face higher costs due to inefficiencies resulting from the inability 
to combine administrative services with the City, such as payroll, accounting, legal and internal 
auditing.  The Utilities would be precluded from sharing personnel or space with the City 
without compensation to the City.  The financial impact of this loss of efficiency has not been 
estimated at this time. 

The Utilities balance sheet as of December 31, 2008 reflected the accrual of $1,187,497 
for estimated liability for injury and damage claims.  The City Risk Manager estimates that the 
amount of liability for potential claims (taking into account such accrual, the Colorado 
Governmental Immunity Act and insurance coverage) against the Utilities would not materially 
affect the financial condition or operations of the Utilities.  The Utilities has purchased insurance 
covering damages due to most types of major contingencies, subject to the limits in those 
policies and subject to the application of the Colorado Governmental Immunity Act.  For a 
description of the Utilities’ insurance coverage and the Colorado Governmental Immunity Act, 
see “COLORADO SPRINGS UTILITIES – Insurance.” 

There is no pending litigation and the Utilities is not aware of any threatened litigation 
relating to the issuance of the Bonds or the Bond Ordinance. 

LEGAL MATTERS 

Legal matters incidental to the authorization and issuance of the Bonds are subject to the 
approving opinion of Sherman & Howard L.L.C., Denver, Colorado, as Bond Counsel.  Sherman 
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& Howard L.L.C., Denver, Colorado, also has been engaged to advise the City as special counsel 
in connection with the preparation of this Official Statement and the sale of the Bonds to the 
purchasers.  Certain legal matters will be passed upon for the Underwriter by its counsel, Kutak 
Rock LLP, Denver, Colorado.  Certain legal matters will be passed upon for the City by the City 
Attorney.   

The obligations of the City are subject to the reasonable exercise in the future by the State 
of Colorado and its political subdivisions of the police power inherent in the sovereignty of the 
State and to the exercise by the United States of the powers delegated to it by the Federal 
Constitution, including without limitation exercise of such powers pursuant to the provisions of 
the Federal Bankruptcy Code.  The opinion of Sherman & Howard L.L.C. as Bond Counsel will 
refer to such limitations. 

TAX STATUS 

In the opinion of Sherman & Howard L.L.C. (“Bond Counsel”), interest on the Series 
2009D-2 Bonds is included in gross income pursuant to the Tax Code.  The City has designated 
the Series 2009D-2 Bonds as “Build America Bonds” pursuant to Section 54AA(d)(1) of the Tax 
Code.  Pursuant to Section 54AA(g)(2) of the Tax Code, the City has elected to receive a BAB 
Credit in connection with the Series 2009D-2 Bonds.  The owners of the Series 2009D-2 Bonds 
will not receive a tax credit as a result of holding the Series 2009D-2 Bonds.  In the opinion of 
Bond Counsel, assuming continuous compliance with covenants described herein, the interest on 
and income from the Series 2009D-2 Bonds is exempt from all taxation and assessments in the 
State of Colorado.   

The Tax Code contains numerous provisions which may affect an investor’s decision to 
purchase the Series 2009D-2 Bonds.  Under Section 3406 of the Tax Code, backup withholding 
may be imposed on payments on the Series 2009D-2 Bonds made to any owner who fails to 
provide certain required information, including an accurate taxpayer identification number, to 
certain persons required to collect such information pursuant to the Tax Code.  Backup 
withholding may also be applied if the owner underreports “reportable payments” (including 
interest and dividends) as defined in Section 3406, or fails to provide a certificate that the owner 
is not subject to backup withholding in circumstances where such a certificate is required by the 
Tax Code. 

The Tax Code imposes several requirements which must be met with respect to the Series 
2009D-2 Bonds in order for such bonds to continue to qualify as “Build America Bonds.”  
Certain of these requirements must be met on a continuous basis throughout the term of the 
Series 2009D-2 Bonds.  These requirements include:  (a) limitations as to the use of proceeds of 
the Series 2009D-2 Bonds; (b) limitations on the extent to which proceeds of the Series 2009D-2 
Bonds may be invested in higher yielding investments; and (c) a provision, subject to certain 
limited exceptions, that requires all investment earnings on the proceeds of the Series 2009D-2 
Bonds above the yield on the Series 2009D-2 Bonds to be paid to the United States Treasury.  
Under Colorado law in effect as of the date of issuance of the Series 2009D-2 Bonds, if the 
Series 2009D-2 Bonds cease to qualify as “Build America Bonds,” the interest on and income 
from the Series 2009D-2 Bonds may become subject to taxation and assessments in the State of 
Colorado.  The City will covenant and represent that it will take all steps to maintain the status of 
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the Series 2009D-2 Bonds as “Build America Bonds” under the Tax Code to the extent necessary 
to maintain exemption of the interest on and income from Series 2009D-2 Bonds from all 
taxation and assessments in the State of Colorado. Bond Counsel’s opinion as to the exemption 
of the interest on and income from Series 2009D-2 Bonds from all taxation and assessments in 
the State of Colorado is rendered in reliance on these covenants, and assumes continuous 
compliance therewith.  Bond Counsel’s opinion also is rendered in reliance upon certifications of 
the City and other certifications furnished to Bond Counsel.  Bond Counsel has not undertaken to 
verify such certifications by independent investigation.   

Any tax advice concerning the Series 2009D-2 Bonds, interest on the Series 2009D-2 
Bonds or any other federal income tax issues associated with the Series 2009D-2 Bonds, express 
or implicit in the provisions of this Official Statement, is not intended or written to be used, and 
cannot be used, by any taxpayer for the purpose of avoiding penalties that may be imposed on 
any taxpayer by the Internal Revenue Service.  This document supports the promotion or 
marketing of the transactions or matters addressed herein.  Each taxpayer should seek advice 
based on the taxpayer’s particular circumstances from an independent tax advisor. 

FINANCIAL CONSULTANT 

George K. Baum & Company has acted as financial consultant to the City and has 
assisted with structuring the Bonds. 

UNDERWRITING 

The Bonds will be purchased by Morgan Stanley & Co. Incorporated (the “Underwriter”) 
at a price of $56,369,899.60 (which represents the principal amount of the Bonds of 
$56,750,000.00, less an Underwriter’s discount of $380,100.40). 

The Underwriter has advised the City that it intends to offer the Bonds to the public 
initially at the offering prices set forth on the inside cover page of this Official Statement.  The 
Underwriter may allow concessions from the public offering price to certain dealers.  After the 
initial public offering, the public offering price may be varied from time to time by the 
Underwriter. 

Morgan Stanley, parent company of the Underwriter, has entered into a retail brokerage 
joint venture with Citigroup, Inc.  As part of the joint venture, the Underwriter will distribute 
municipal securities to retail investors through the financial advisor network of a new broker-
dealer, Morgan Stanley Smith Barney LLC.  This distribution arrangement became effective on 
June 1, 2009.  As part of this arrangement, the Underwriter will compensate Morgan Stanley 
Smith Barney LLC for its selling efforts with respect to the Bonds. 

CERTAIN RELATIONSHIPS OF PARTIES 

Morgan Stanley is acting as the Underwriter of the Bonds, and an affiliate of Morgan 
Stanley has also acted as a counterparty to the City under certain of the swap agreements 
described in “COLORADO SPRINGS UTILITIES – Swap Agreements.”   
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RATINGS 

Moody’s Investors Service (“Moody’s”), Standard & Poor’s Ratings Services, a division 
of The McGraw-Hill Companies, Inc. (“S&P”), and Fitch Ratings (“Fitch”) have assigned the 
Bonds the ratings listed on the cover of this Official Statement.  An explanation of the 
significance of the ratings given by Moody’s may be obtained from Moody’s at 7 World Trade 
Center, 250 Greenwich Street, 23rd Floor, New York, New York 10007.  An explanation of the 
significance of the ratings given by S&P may be obtained from S&P at 55 Water Street, New 
York, New York 10041.  An explanation of the significance of the ratings given by Fitch may be 
obtained from Fitch at One State Street Plaza, New York, New York 10004.   

The Utilities furnished the rating agencies with information relating to the Bonds.  
Generally, the rating agencies base their ratings on information furnished by issuers and their 
own investigation and assumptions.  Each of the ratings assigned the Bonds should be evaluated 
independently of the other ratings.  None of the ratings constitutes a recommendation by the 
rating agency to buy, sell or hold the Bonds.  Any further explanation of the significance of any 
rating must be obtained from the rating agency.  Each rating is subject to revision or withdrawal 
at any time by the rating agency.  Any downward revision or withdrawal of any of the ratings 
may have an adverse effect on the market price of the Bonds. 
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MISCELLANEOUS 

The references in this Official Statement to the Bond Ordinance, statutes, resolutions, 
contracts, and other documents are brief outlines or partial excerpts of certain provisions of the 
documents.  These outlines or excerpts do not purport to be complete, and reference is made to 
the documents, copies of which are available at the offices of the City, for full and complete 
statements of their provisions.  All estimates used in this Official Statement are intended only as 
estimates and not as representations. 

The execution and delivery of this Official Statement by the Utilities’ Chief Executive 
Officer and the Chief Planning and Finance Officer have been duly authorized by the City 
Council of the City of Colorado Springs, Colorado. 

COLORADO SPRINGS UTILITIES 
 
By:  /s/ Jerome Forte, Jr.  
 Jerome Forte, Jr., 
 Chief Executive Officer 
 
By:  /s/ William J. Cherrier  
 William J. Cherrier, 
 Chief Planning and Finance Officer 
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APPENDIX B 

THE BOND ORDINANCE 

The Bond Ordinance authorized the issuance of two series of bonds.  Due to market 
conditions, the City determined to only issue the Series D-2 Bonds.  All references to the 
proposed “Utilities System Improvement Revenue Bonds, Series 2009D-1 (Tax-Exempt)” have 
been removed from this summary.  The following summary describes certain provisions of the 
Bond Ordinance and is qualified in its entirety by reference to the document itself for a full 
statement of its provisions. 

Definitions 
 

The following are definitions of certain terms as used in the Bond Ordinance:   

“Average Annual Principal and Interest Requirements” means the sum of the principal of 
and interest on the Bonds, any other Outstanding Parity Bonds, excluding any securities the 
principal of which is payable within less than one year from the date on which issued, but 
including any proposed Parity Bonds in the computation of the City’s ability to issue additional 
Parity Bonds, to be paid during each Fiscal Year for the period beginning with the Fiscal Year in 
which such computation is made and ending with the Fiscal Year in which any Bond or other 
such security last becomes due at maturity or on a Redemption Date, whichever time is later (but 
excluding any reserve requirement to secure such payments unless otherwise expressly provided) 
divided by the number of full Fiscal Years during the period beginning with the Fiscal Year in 
which such computation is made and ending with the last Fiscal Year in which any Bond or other 
such security last becomes due at maturity or on a Redemption Date, whichever time is later.  
The word “principal,” as used in the preceding sentence, means for all purposes of this 
paragraph, the principal which must be paid to security Owners, whether on stated maturity dates 
or on mandatory redemption dates, or otherwise.  Any such computation will be adjusted for all 
purposes in the same manner as is provided in the Bond Ordinance. For the purposes of this 
computation, it will be assumed that (a) Variable Rate Bonds Outstanding at the time of such 
determination will bear interest during any period (i) if the interest rate such Variable Rate 
Bonds bear or will bear during such period has not been determined, at the fixed interest rate 
estimated by the remarketing agent for such Variable Rate Bonds and approved by the Finance 
Director or, if there is no such remarketing agent, by the Finance Director that, having due regard 
for prevailing financial market conditions, is necessary, but does not exceed the interest rate 
necessary, to sell such Variable Rate Bonds at 100% of the principal amount thereof in an open 
market transaction, assuming the Variable Rate Bonds had a term equal to the then remaining 
term of the Variable Rate Bonds (taking into account any mandatory redemption for such 
Variable Rate Bonds) or (ii) if the interest rate such Variable Rate Bonds bear or will bear during 
such period has been determined and is not subject to fluctuation, at such interest rate thus 
determined, and (b) any Tender Bonds Outstanding at the time of such determination will  
mature on the stated maturity or mandatory Redemption Date or Dates thereof. 

For purposes of this calculation, if a Parity Financial Products Agreement has been 
entered into by the City with respect to the Bonds or any Parity Bonds, interest on the Bonds or 
such Parity Bonds will be included in the calculation of such principal and interest by including 
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for each Fiscal Year an amount equal to the amount of interest payable on the Bonds or such 
Parity Bonds in such Fiscal Year during such period determined as hereinabove provided plus 
any Financial Products Payments payable in any such Fiscal Year minus any Financial Products 
Receipts receivable in any such Fiscal Year; provided that in no event will any calculation made 
pursuant to this sentence result in a number less than zero being included in the calculation of 
such interest. 

In determining the amount of any Financial Products Payments or Financial Products 
Receipts on any interest rate swaps or other similar Financial Products Agreement which 
Payments or Receipts are based on interest rates which are not fixed in percentage for the entire 
term of the Financial Products Agreement, such amount will be calculated by assuming such 
variable interest rate is a fixed interest rate equal to (i) if the Parity Financial Products 
Agreement relates to Variable Rate Bonds, the fixed rate of interest estimated for such Variable 
Rate Bonds as provided above or (ii) if the Parity Financial Products Agreement relates to Parity 
Bonds which bear interest at a fixed interest rate, the average of the daily interest rate for such 
Payments or Receipts under such Financial Products Agreement during the twelve months 
preceding the calculation or during the time the Financial Products Agreement has been in effect 
if less than twelve months and if such Financial Products Agreement is not then in effect, the 
variable interest rate will be deemed to be a fixed interest rate equal to the average daily interest 
rate for such Payments or Receipts which would have been applicable if such Financial Products 
Agreement had been in effect for the preceding twelve month period, which average daily 
interest rate will be set forth in a certificate of the Finance Director. 

In determining the amount of any Financial Products Payments or Financial Products 
Receipts on any interest rate cap, floor, collar or other similar Financial Products Agreement 
with respect to Parity Bonds which are Variable Rate Bonds, such amount will be calculated by 
assuming the interest rate on the related Variable Rate Bonds will be a fixed interest rate equal 
the average of the daily interest rate on such Variable Rate Bonds during the twelve months 
preceding the calculation or during the time the Variable Rate Bonds are Outstanding if less than 
twelve months and if such Variable Rate Bonds are not at the time of calculation Outstanding, 
the variable interest rate will be deemed to be a fixed interest rate equal to the average daily 
interest rate which such Bonds would have borne if they had been Outstanding for the preceding 
twelve month period as estimated by the Finance Director, all as set forth in a certificate of the 
Finance Director.  In determining the amount of any Financial Products Payments or Financial 
Products Receipts on any interest rate cap, floor, collar or other similar Financial Products 
Agreement with respect to Parity Bonds bearing interest at a fixed rate, such amount will be the 
amount payable or receivable annually determined as of the date of issuance of the Parity Bonds 
as set forth in a certificate of the Finance Director. 

For the purposes of this calculation, if Commercial Paper Notes are then Outstanding or 
are the Parity Bonds proposed to be issued, it will be assumed that (a) the principal amount of 
any Commercial Paper Notes Outstanding is that amount forecasted by the City as of the date of 
the calculation of Average Annual Principal and Interest Requirements to have been issued and 
be Outstanding at the expiration date of the program established for the Commercial Paper 
Notes, (b) only interest will be payable on the Commercial Paper Notes prior to the expiration 
date of the program established for the Commercial Paper Notes, and such amount will be 
calculated by assuming such interest rate is a fixed interest rate equal to the average of the daily 
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interest rate for all Commercial Paper Notes issued as part of such program during the twelve 
months preceding the calculation or during the time the Commercial Paper Notes have been 
Outstanding if less than twelve months and if such Commercial Paper Notes are not then 
Outstanding, the interest rate will be deemed to be a fixed interest rate equal to the average daily 
interest rate which would have been applicable if such Commercial Paper Notes had been 
Outstanding for the preceding twelve month period as estimated by the Finance Director and (c) 
the Commercial Paper Notes so forecasted to have been issued and Outstanding will mature over 
25 years from the expiration date of the program established for the Commercial Paper Notes, 
will bear interest on the unpaid principal amount thereof at the fixed rate of interest equal to the 
Bond Buyer 30 Year Revenue Index of 25 Revenue Bonds as published in the most recent issue 
of The Bond Buyer (or any successor thereto) preceding the date of such determination or if such 
Index is no longer published, of a comparable index selected by the Finance Director and will be 
payable on a level annual debt service basis over such 25 year period, all as set forth in a 
certificate of the Finance Director.  For the purposes of this paragraph, the term “expiration date 
of the program established for the Commercial Paper Notes” will mean the earlier of (i) such 
expiration date as set forth in the ordinance of the City authorizing the issuance of the 
Commercial Paper Notes or (ii) 5 years from the initial date of issuance of any Commercial 
Paper Note under such program. 

“BAB Credit” means the credit provided in Section 6431 of the Code in lieu of any credit 
otherwise available to the Owners under Section 54AA(a) of the Code. 

“Balloon Bonds” means any securities payable from Net Pledged Revenues 25% or more 
of the original principal amount of which matures during any consecutive twelve month period if 
such maturing principal amount is not required to be amortized by mandatory redemption or 
prepayment prior to such period and if such twelve month period overlaps the Fiscal Year in 
which the Combined Maximum Annual Principal and Interest Requirements occur (without 
regard to the assumptions contained in clause (c) of the first paragraph of the definition of 
Combined Maximum Annual Principal and Interest Requirements). 

“Beneficial Owner” means the Owners of Bonds whose ownership is recorded under the 
book-entry only system maintained by the Depository. 

“Bond Counsel” means an attorney or a firm of attorneys, designated by the City and 
satisfactory to the Paying Agent and the Tender Agent, of nationally recognized standing in 
matters pertaining to bonds issued by states and their political subdivisions, duly admitted to the 
practice of law before the highest court of any state of the United States of America or the 
District of Columbia. 

“Bond Fund” means the special account designated as the “City of Colorado Springs, 
Colorado, Utilities System Improvement Revenue Bonds, Series 2009D Bond Fund” created 
pursuant to the Bond Ordinance. 

“Bond Requirements” means the principal of, any prior redemption premiums due in 
connection with, and the interest on any Bonds (including Liquidity Provider Bonds) or other 
securities payable from the Net Pledged Revenues and heretofore or hereafter issued, if any, or 
such part of such securities as may be designated. 
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“Capital Additions” prior to the Effective Date means those properties and facilities 
which by their nature, and as incorporated into the System (a)  will add additional capacity, or 
are to replace existing capacity, of the System, or substantially increase revenue-producing 
capabilities, or constitute new transmission facilities and (b)  which upon completion will have 
an estimated net book value in excess of 15% of the net book value of the net utilities plant 
(without regard to such Capital Addition), as shown on the City’s most recent audited financial 
statements for the System. 

On and after the Effective Date, this definition will be deleted and of no force or effect.  

“Closing Date” means the date of delivery of and payment for the Bonds. 

“Combined Maximum Annual Principal and Interest Requirements” means the largest 
sum of the principal of and interest on the Bonds, any other Outstanding Parity Bonds, excluding 
any securities the principal of which is payable within less than one year from the date on which 
issued, to be paid during any one Fiscal Year for the period beginning with the Fiscal Year in 
which such computation is made and ending with the Fiscal Year in which any Bond or other 
such security last becomes due at maturity or on a Redemption Date, whichever time is later (but 
excluding any reserve requirement to secure such payments unless otherwise expressly 
provided).  The word “principal,” as used in the preceding sentence, means for all purposes of 
this paragraph, the principal which must be paid to security Owners, whether on stated maturity 
dates or on mandatory Redemption Dates, or otherwise. Any such computation will be adjusted 
for all purposes in the same manner as is provided in the Bond Ordinance.  For the purposes of 
this computation, it will be assumed that (a) Variable Rate Bonds Outstanding at the time of such 
determination will bear interest during any period (i) if the interest rate such Variable Rate 
Bonds bear or will bear during such period has not been determined, at the fixed interest rate 
estimated by the remarketing agent for such Variable Rate Bonds and approved by the Finance 
Director or, if there is no such remarketing agent, by the Finance Director that, having due regard 
for prevailing financial market conditions, is necessary, but does not exceed the interest rate 
necessary, to sell such Variable Rate Bonds at 100% of the principal amount thereof in an open 
market transaction, assuming the Variable Rate Bonds had a term equal to the then remaining 
term of the Variable Rate Bonds (taking into account any mandatory redemption for such 
Variable Rate Bonds) or (ii) if the interest rate such Variable Rate Bonds bear or will bear during 
such period has been determined and is not subject to fluctuation, at such interest rate thus 
determined, (b) any Tender Bonds Outstanding at the time of such determination will  mature on 
the stated maturity or mandatory Redemption Date or Dates thereof and (c) any Balloon Bonds 
Outstanding at the time of such determination will mature over 30 years from the date of 
issuance of the Balloon Bonds, will bear interest on the unpaid principal amount thereof at the 
fixed rate of interest equal to the Bond Buyer 30 Year Revenue Index of 25 Revenue Bonds as 
published in the most recent issue of The Bond Buyer (or any successor thereto) preceding the 
date of such determination or if such Index is no longer published, of a comparable index 
selected by the Finance Director and will be payable on a level annual debt service basis over a 
thirty year period. 

For purposes of this calculation, if a Parity Financial Products Agreement has been 
entered into by the City with respect to the Bonds or any Parity Bonds, interest on the Bonds or 
such Parity Bonds will be included in the calculation of such principal and interest by including 
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for each Fiscal Year an amount equal to the amount of interest payable on the Bonds or such 
Parity Bonds in such Fiscal Year during such period determined as hereinabove provided plus 
any Financial Products Payments payable in any such Fiscal Year minus any Financial Products 
Receipts receivable in any such Fiscal Year; provided that in no event will any calculation made 
pursuant to this sentence result in a number less than zero being included in the calculation of 
such interest. 

In determining the amount of any Financial Products Payments or Financial Products 
Receipts on any interest rate swaps or other similar Financial Products Agreement which 
Payments or Receipts are based on interest rates which are not fixed in percentage for the entire 
term of the Financial Products Agreement, such amount will be calculated by assuming such 
variable interest rate is a fixed interest rate equal to (i) if the Parity Financial Products 
Agreement relates to Variable Rate Bonds, the fixed rate of interest estimated for such Variable 
Rate Bonds as provided above or (ii) if the Parity Financial Products Agreement relates to Parity 
Bonds which bear interest at a fixed interest rate the average of the daily interest rate for such 
Payments or Receipts under such Financial Products Agreement during the twelve months 
preceding the calculation or during the time the Financial Products Agreement has been in effect 
if less than twelve months and if such Financial Products Agreement is not then in effect, the 
variable interest rate for such Payments or Receipts will be deemed to be a fixed interest rate 
equal to the average daily interest rate which would have been applicable if such Financial 
Products Agreement had been in effect for the preceding twelve month period, which average 
daily interest rate will be set forth in a certificate of the Finance Director. 

In determining the amount payable under any Financial Products Payments or Financial 
Products Receipts on any interest rate cap, floor, collar or other similar Financial Products 
Agreement with respect to Parity Bonds which are Variable Rate Bonds, such amount will be 
calculated by assuming the interest rate on the related Parity Bonds will be a fixed interest rate 
equal the average of the daily interest rate on such Variable Rate Bonds during the twelve 
months preceding the calculation or during the time the Variable Rate Bonds are Outstanding if 
less than twelve months and if such Variable Rate Bonds are not at the time of calculation 
Outstanding, the variable interest rate will be deemed to be a fixed interest rate equal to the 
average daily interest rate which such Bonds would have borne if they had been Outstanding for 
the preceding twelve month period as estimated by the Finance Director, all as set forth in a 
certificate of the Finance Director.  In determining the amount of any Financial Products 
Payments or Financial Products Receipts on any interest rate cap, floor, collar or other similar 
Financial Products Agreement with respect to Parity Bonds bearing interest at a fixed rate, such 
amount will be the amount payable or receivable annually determined as of the date of issuance 
of the Parity Bonds, as set forth in a certificate of the Finance Director. 

For the purposes of this calculation, if Commercial Paper Notes are then Outstanding or 
are the Parity Bonds proposed to be issued, it will be assumed that (a) the principal amount of 
any Commercial Paper Notes Outstanding is that amount forecasted by the City as of the date of 
the calculation of Combined Maximum Annual Principal and Interest Requirements to have been 
issued and be Outstanding at the expiration date of the program established for the Commercial 
Paper Notes, (b) only interest will be payable on the Commercial Paper Notes prior to the 
expiration date of the program established for the Commercial Paper Notes, and such amount 
will be calculated by assuming such interest rate is a fixed interest rate equal to the average of 
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the daily interest rate for all Commercial Paper Notes issued as part of such program during the 
twelve months preceding the calculation or during the time the Commercial Paper Notes have 
been Outstanding if less than twelve months and if such Commercial Paper Notes are not then 
Outstanding, the interest rate will be deemed to be a fixed interest rate equal to the average daily 
interest rate which would have been applicable if such Commercial Paper Notes had been 
Outstanding for the preceding twelve month period as estimated by the Finance Director and (c) 
the Commercial Paper Notes so forecasted to have been issued and Outstanding will mature over 
25 years from the expiration date of the program established for the Commercial Paper Notes, 
will bear interest on the unpaid principal amount thereof at the fixed rate of interest equal to the 
Bond Buyer 30 Year Revenue Index of 25 Revenue Bonds as published in the most recent issue 
of The Bond Buyer (or any successor thereto) preceding the date of such determination or if such 
Index is no longer published, of a comparable index selected by the Finance Director and will be 
payable on a level annual debt service basis over such 25 year period, all as set forth in a 
certificate of the Finance Director.  For the purposes of this paragraph, the term “expiration date 
of the program established for the Commercial Paper Notes” will mean the earlier of (i) such 
expiration date as set forth in the ordinance of the City authorizing the issuance of the 
Commercial Paper Notes or (ii) 5 years from the initial date of issuance of any Commercial 
Paper Note under such program. 

“Commercial Paper Notes” means any bonds or notes payable from and having an 
irrevocable lien upon Net Pledged Revenues on a parity with the Bonds (a) which have a stated 
maturity date which is not more than 365 days after the date of issuance thereof and (b) are 
designated as Commercial Paper Notes in the ordinance authorizing their issuance, but does not 
include any Credit Facility Obligations relating to such bonds or notes. 

“Comparable Treasury Issue” means the U.S. Treasury security selected by a Reference 
Dealer as having a maturity comparable to the remaining term of the Series 2009D-2 Bonds to be 
redeemed that would be utilized, at the time of selection and in accordance with customary 
financial practice, in pricing new issues of corporate debt securities of comparable maturity to 
the remaining term of the Series 2009D-2 Bonds. 

“Comparable Treasury Price” means with respect to any Redemption Date (a) the average 
of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a 
percentage of its principal amount) on the third business day preceding such Redemption Date, 
as set forth in the daily statistical release (or any successor release) published by the Federal 
Reserve Bank of New York and designated “Composite 3:30 p.m. quotations for U.S. 
Government Securities” or (b) if such release (or any successor release) is not published or does 
not contain such prices on such business day, (i) the average of the Reference Treasury Dealer 
Quotations for such Redemption Date, after excluding the highest and  lowest such Reference 
Treasury Dealer Quotations, or (ii) if the Paying Agent, or the independent accounting firm or 
financial advisor retained, as applicable, is unable to obtain four such Reference Treasury Dealer 
Quotations, the average of all such quotations. 

“Continuing Disclosure Undertaking” means the certificate to be dated the date of 
delivery of the Bonds delivered by the City, which constitutes an undertaking pursuant to Rule 
15c2-12 promulgated by the Securities and Exchange Commission. 
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“Credit Facility” means any letter or line of credit, policy of bond insurance, surety bond 
or guarantee or similar instrument (other than a Reserve Fund Insurance Policy but including the 
Liquidity Facility) issued by a financial, insurance or other institution and which specifically 
provides security and/or liquidity in respect of securities payable from Net Pledged Revenues. 

“Credit Facility Obligations” means repayment or other obligations incurred by the City 
in respect of draws or other payments or disbursements made under a Credit Facility. 

“Depository” means any securities depository that is a clearing agency under Federal law 
operating and maintaining, with its participants or otherwise, a book-entry system to record 
ownership of book entry interests in bonds, and to effect transfers of book entry interests in 
bonds in book entry form, and includes and means initially The Depository Trust Company (a 
limited purpose trust company), New York, New York. 

“Effective Date” means the earlier of the date on which (a) none of the Series 1998A 
Bonds, the Series 1999A Bonds, the Series 2000A Bonds, the Series 2000B Bonds, the Series 
2001A Bonds, the Series 2002A Bonds, the Series 2002B Bonds or the Series 2002C Bonds are 
Outstanding or (b) the holders of not less than 66% in aggregate principal amount of each of the 
Series 1998A Bonds, the Series 1999A Bonds, the Series 2000A Bonds, the Series 2000B Bonds, 
the Series 2001A Bonds, the Series 2002A Bonds, the Series 2002B Bonds and the Series 2002C 
Bonds then Outstanding, as well as any other entities whose consent is required therefor, have 
consented to the provisions contained in the Bond Ordinance pertaining to the Effective Date. 

“Federal Securities” means bills, certificates of indebtedness, notes, or bonds which are 
direct obligations of, or the principal of and interest on which obligations are unconditionally 
guaranteed as to full and timely payment by, the United States of America. 

“Finance Director” means the chief financial officer of the Utilities, presently the Chief 
Planning and Finance Officer, or his or her designate, or his or her successor in functions, if any. 

“Financial Products Agreement” means an interest rate swap, cap, collar, floor, other 
hedging agreement, arrangement or security, however denominated, entered into by the City with 
a Provider not for investment purposes but with respect to the Bonds or specific Parity Bonds 
and providing that any payments by the City thereunder will be made only from Net Pledged 
Revenues and for the purpose of (a) reducing or otherwise managing the City’s risk of interest 
rate changes or (b) effectively converting the City’s interest rate exposure, in whole or in part, 
from a fixed rate exposure to a variable rate exposure, or from a variable rate exposure to a fixed 
rate exposure. 

“Financial Products Payments” means payments periodically required to be paid to a 
Provider by the City pursuant to a Financial Products Agreement but specifically not including 
any termination, settlement or similar payments required to be paid upon an early termination of 
the Financial Products Agreement or as a result of any event of default thereunder. 

“Financial Products Receipts” means amounts periodically required to be paid to the City 
by a Provider pursuant to a Financial Products Agreement but specifically not including any 
termination, settlement or similar payments required to be paid upon an early termination of the 
Financial Products Agreement or as a result of any event of default thereunder. 
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“Gross Pledged Revenues” means all income, charges and revenues derived directly or 
indirectly by the City from or otherwise pertaining to the System, but excluding certain grants, 
moneys borrowed for Capital Additions or other capital improvements to the System (or for 
refunding of securities) and unrealized gains or losses on investments, and excluding income, 
charges, and revenues from Special Facilities that are not part of the System and Financial 
Products Receipts.  In addition, Gross Pledged Revenues include all BAB Credits to the extent 
received by the City with respect to the Bonds and any other securities payable from the Net 
Pledged Revenues. 

“Independent Accountant” means any certified public accountant, or any firm of certified 
public accountants, duly licensed to practice and practicing as such under the laws of the State: 

 (a) Who is, in fact, independent and not under the domination of the City; 

 (b) Who does not have any substantial interest, direct or indirect, with the 
City, and 

 (c) Who is not connected with the City as an officer or employee thereof, but 
who may be regularly retained to make annual or similar audits of any books or records of the 
City. 

“Independent Engineer” prior to the Effective Date means an individual, firm or 
corporation engaged in the engineering profession of recognized good standing and having 
specific experience in respect of business and properties of a character similar to those of the 
System, which individual, firm or corporation has no substantial interest, direct or indirect, in the 
City and in the case of an individual, is not a member of the City Council, or an officer or 
employee of the City, and in the case of a firm or corporation, does not have a partner, director, 
officer or employee who is a member of the City Council or an officer or employee of the City. 

On and after the Effective Date, the definition of “Independent Engineer” will be deleted 
and of no force and effect.   

“Investment Securities” means: 

(a) with respect to the Income Fund, any securities or other obligations permitted as 
investments of moneys of the City under the laws of the State; and 

(b) with respect to the Bond Fund, the Reserve Fund and the Rebate Fund, any 
securities or other obligations permitted as investments of moneys of the City under the laws of 
the State. 

“Net Pledged Revenues” means the Gross Pledged Revenues remaining after the payment 
of the Operation and Maintenance Expenses. 

“Parity Bonds” means, collectively, the Parity Lien Bonds and any other securities 
hereafter issued payable from and having an irrevocable lien upon the Net Pledged Revenues on 
a parity with the Bonds but does not include any Credit Facility Obligations relating to any such 
securities. 
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“Parity Credit Facility Obligations” means any Credit Facility obligations payable from 
the Net Pledged Revenue on a parity with the Bonds. 

“Parity Financial Products Agreement” means any Financial Products Agreement 
pursuant to which Financial Products Payments are payable from Net Pledged Revenues on a 
parity with the Bonds. 

“Paying Agent” means Wells Fargo Bank, N.A., in Denver, Colorado, and being an agent 
of the City for the payment of the Bond Requirements due in connection with the Bonds, the 
registrar for the Bonds and for other administration of moneys pertaining to the Bonds, and 
includes any successor Commercial Bank as paying agent. 

“Provider” means any financial institution or insurance company which is a party to a 
Financial Products Agreement with the City. 

“Reference Dealer” means (a) Goldman, Sachs & Co. or its successors; provided, 
however, that if the foregoing Reference Dealer shall cease to be a primary U.S. Government 
securities dealer in New York City (a “Primary Treasury Dealer”), the City shall substitute 
therefor another Primary Treasury Dealer, and (b) two other Primary Treasury Dealers selected 
by the City. 

“Reference Treasury Dealer Quotations” means, with respect to each Reference Dealer 
and any Redemption Date, the average, as determined by the Paying Agent, or the independent 
accounting firm or financial advisor retained, as applicable, of the bid and asked prices for the 
Comparable Treasury Issue (expressed in each case as a percentage of its principal amount) 
quoted in writing to the City and the Paying Agent by such Reference Dealer at 5:00 p.m. (New 
York time) on the third business day preceding such Redemption Date. 

“Reserve Fund Insurance Policy” means any insurance policy, surety bond or letter of 
credit deposited in or credited to the Reserve Fund as provided in the Bond Ordinance in lieu of 
or in partial substitution for cash or Investment Securities on deposit in the Reserve Fund or 
similarly credited to a reserve fund for Parity Bonds. 

“Reserve Fund Requirement” $1,527,211.09. 

“Series 2009D-2 Acquisition Fund” means the special account designated as the “City of 
Colorado Springs, Colorado, Taxable Utilities System Improvement Revenue Bonds, Series 
2009D-2 Acquisition Fund” created pursuant to the Bond Ordinance. 

“Special Facility” includes any construction or acquisition project undertaken by or on 
behalf of the City, or in which the City has an interest, for the generation or transmission of 
electricity, the supply, treatment or transmission of water, the treatment of wastewater, the 
treatment of sanitary waste, or the production or transmission of gas, which Special Facility is 
constructed or acquired in whole or in part by the City and is financed in whole or part by 
Special Facility Obligations. 

“Special Facility Obligations” means bonds or other obligations issued by the City and 
payable solely or in part from, and secured by a pledge of, income, charges or revenue from or 
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relating to designated Special Facilities, including without limitation income, charges and 
revenues from special rates and charges upon customers of the System to finance any Special 
Facilities. 

“Subordinate Credit Facility Obligations” means any Credit Facility Obligations payable 
from Net Pledged Revenues subordinate and junior to the lien thereon of the Bonds. 

“Supplemental Public Securities Act Certificate” means the certificate of the City 
described in the Bond Ordinance.  

“Surety Agreement” means any agreement hereafter entered into by the City and a Surety 
Provider with respect to a Reserve Fund Insurance Policy for the Bonds. 

“Surety Provider” means any entity issuing a Reserve Fund Insurance Policy with respect 
to the Bonds, provided that such entity has a rating in the highest rating category assigned by 
each of Standard & Poor’s Rating Services, a division of The McGraw Hill Companies, Inc., 
Moody’s Investors Service and Fitch, Inc. at the time such policy, bond or letter of credit is 
deposited in or credited to the Reserve Fund. 

“Tax Compliance Certificates” means the Tax Compliance Certificate executed by the 
City in connection with the initial issuance and delivery of the Series 2009D-2 Bonds as it may 
from time to time be modified pursuant to its terms. 

“Tender Bonds” include any securities which prior to maturity may be required to be 
tendered for purchase or which may be tendered for purchase by and at the option of the Owner. 

“Treasury Rate” means, with respect to any Redemption Date, the rate per annum equal 
to the semiannual equivalent yield to maturity of the Comparable Treasury Issue, assuming a 
price for the Comparable Treasury Issue (expressed as a percentage of its principal amount) 
equal to the Comparable Treasury Price for such Redemption Date. 

“Variable Rate Bonds” include any securities payable from Net Pledged Revenues issued 
with a variable, adjustable, convertible or other similar interest rate which is not fixed for the 
entire term of the securities. 

Equality of Lien 
 

The Bonds and any Parity Bonds previously, concurrently or subsequently issued and 
outstanding, including any Parity Credit Facility Obligations relating thereto and any Parity 
Financial Products Agreements heretofore or hereafter entered into, are equitably and ratably 
secured by a lien on the Net Pledged Revenues.  The Bonds and any Parity Bonds previously, 
concurrently or subsequently issued will be ratably secured by a lien of the Net Pledged 
Revenues and will not be entitled to any priority to such Net Pledged Revenues one over the 
other regardless of the times of their issuance or maturity. See “DESCRIPTION OF THE 
BONDS – Security for the Bonds.” 

The Bond Ordinance provides that the System does not and will not include the interest 
of the City in any Special Facility.  One or more interests may be designated as Special 
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Facilities.  The power, water or gas produced by, or the treatment or transmission capability of a 
Special Facility either may be distributed by the City in its System or may be sold by the City to 
other utilities.  Under the Bond Ordinance, the City reserves the right to impose special rates and 
charges upon customers of the System, in addition to the general rates and charges, to finance 
any Special Facility.  If the City uses these provisions of the Bond Ordinance to acquire or 
construct any Special Facility while any of the Bonds or parity securities are outstanding, the 
revenues derived by the City from the operation of any Special Facility (including revenues 
which might be received from the imposition of any such special rates and charges upon 
customers of the System) will not be included in the Gross Pledged Revenues of the System and 
will not be available to make payments due on the Bonds or parity securities. 

Any interest in facilities such as those which might constitute Special Facilities, which 
interest is owned by any entity in which the City participates, including without limitation, an 
entity having the attributes of a municipal corporation or political subdivision (such as a water or 
power authority), or which may issue federally tax-exempt obligations, may not be designated a 
Special Facility and also will not be a part of the System (except that payments made by the City 
to such an entity may constitute operation and maintenance costs of the System payable out of 
Gross Pledged Revenues). 

Additional Securities Prior to Effective Date 
 

The City may issue securities which have a lien on the Net Pledged Revenues which is 
subordinate to the lien of the Bonds at any time. 

Additional securities having a lien against the Net Pledged Revenues on a parity with the 
lien of the Bonds may be issued under the terms and conditions described in the following 
paragraphs. 

Additional Bonds for General Capital Improvements – Additional parity securities to 
finance capital improvements to the System may be issued only if the following conditions are 
satisfied: 

(a) There is no default in making any payments described 
under “Flow of Funds” below; and 

(b) The Net Pledged Revenues derived in the fiscal year 
immediately preceding the date of the issuance of the Parity Bonds must have been not less than 
130% of the Average Annual Principal and Interest Requirements of (i) the Outstanding Bonds, 
(ii) any Outstanding Parity Bonds, and (iii) the Parity Bonds proposed to be issued. 

Additional Bonds for Major Capital Additions – In addition to meeting the requirements 
of (a) and (b) above, prior to the issuance of additional Parity Bonds to finance a Capital 
Addition, the City also must obtain: 

(c) An Engineering Report for the Capital Addition to be 
financed which, (A) contains (i) detailed estimates of the cost of acquiring and constructing the 
Capital Addition, (ii) the estimated date the acquisition and construction of the Capital Addition 
will be completed and commercially operative, and (iii) a detailed analysis of the impact of the 
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Capital Addition on the financial operations of the System during the construction and at least 
three fiscal years after the date the Capital Addition is estimated to become commercially 
operative, and (B) concludes that (i) the Capital Addition is necessary and will substantially 
increase the capacity, or is needed to replace existing facilities, or constitutes new transmission 
facilities to meet current and projected demands for the service or product to be provided, and 
(ii) the estimated cost of providing the service or product from the Capital Addition will be 
reasonable in comparison with projected costs for furnishing such service or product from other 
reasonably available sources; and 

(d) A certificate of an Independent Engineer to the effect that, 
based on the Engineering Report prepared for the Capital Addition, the projected Net Pledged 
Revenues for each of the three fiscal years subsequent to the date the Capital Addition is to 
become commercially operative (as estimated in the Engineering Report) will be not less than 
130% of the Average Annual Principal and Interest Requirements of the Outstanding Bonds, 
Parity Bonds and the Parity Bonds proposed to be issued, and all Parity Bonds to be issued, if 
any, during the period from the date the first series of Parity Bonds for the Capital Addition is to 
be delivered through the third fiscal year subsequent to the date the Capital Addition is estimated 
to become commercially operative, for all capital improvements and for all Capital Additions 
then in progress or then being initiated. 

Completion Bonds for Capital Additions – The tests for issuance of additional Parity 
Bonds described above, other than the test referred to in (a) under “Additional Bonds for General 
Capital Improvements,” will not apply in a situation involving issuance of parity completion 
bonds for a Capital Addition.  Once a Capital Addition has been initiated by meeting the 
additional bonds tests described in the preceding paragraphs, and the initial Parity Bonds for the 
Capital Addition delivered, the City will be permitted to issue additional Parity Bonds to finance 
the costs of such Capital Addition in such amounts as may be necessary to complete its 
acquisition and construction and to make the Capital Addition commercially operative without 
satisfaction of any of the additional bonds tests described in the preceding paragraphs, but 
subject instead to satisfaction of the following conditions precedent: 

(e) The City must make a forecast (the “Forecast”) of the 
operations of the System demonstrating the System’s ability to pay all obligations payable from 
the Net Pledged Revenues to be Outstanding after the issuance of the additional Parity Bonds 
then being issued for the period (the “Forecast Period”) of each ensuing fiscal year through the 
third fiscal year subsequent to the latest estimated date the Capital Addition then being financed 
is expected to be commercially operative; and 

(f) An Independent Engineer must review the Forecast and 
execute a certificate to the effect that (i) the Forecast is reasonable, (ii) the Capital Addition is 
necessary and will substantially increase the capacity, or is needed to replace existing facilities, 
or constitutes new transmission facilities to meet current and projected demands for the service 
or product to be provided, (iii) the estimated cost of providing the service or product from the 
Capital Addition will be reasonable in comparison with projected costs for furnishing the service 
or product from other reasonably available sources, and (iv) based on the Forecast (and such 
other factors deemed to be relevant), the Net Pledged Revenues will be adequate to pay all the 
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obligations payable from the Net Pledged Revenues to be Outstanding after the issuance of the 
additional Parity Bonds then being issued for the Forecast Period. 

In any computation of the earnings test for issuance of any additional Parity Bonds, the 
amount of Gross Pledged Revenues for the applicable period will be decreased (subject to certain 
exceptions) and may be increased by any gain or loss conservatively estimated by an 
Independent Accountant, Independent Engineer or the City, as the case may be, which results 
from any change in any schedule of fees, rates, and other charges constituting Gross Pledged 
Revenues made not less than 60 days prior to the last day of the period for which Gross Pledged 
Revenues are determined prior to the computation as estimated by an Independent Accountant or 
Independent Engineer or by the City.  In addition, consideration will be given to any probable net 
increase in the operation and maintenance expenses of the System, as estimated by the Director, 
that will result from the expenditure of the funds proposed to be derived from the issuance of the 
additional securities. 

Additional Securities for Partial Refundings – The Bond Ordinance also includes 
restrictions that would apply to any partial refunding of outstanding securities in which the 
refunding securities would be on a parity with the unrefunded Bonds.  Such a partial refunding 
may be done only if one or more of the following conditions are satisfied: 

(a) The City receives the consent of the Owners of the 
unrefunded portion of the Bonds and the Bank; or 

(b) The Combined Maximum Annual Principal and Interest 
Requirements for the Bonds and Parity Bonds Outstanding immediately after the refunding 
(calculated as specified and with the assumptions described in the Bond Ordinance) will not 
increase as a result of the refunding; or 

(c) The refunding securities are issued in compliance with the 
requirements for additional securities generally (i.e., there is no default in making required 
payments and the 130% test is satisfied), as described above; or 

(d) In the case of a partial refunding before commercial 
operation of a Capital Addition that refunds securities issued to finance that Capital Addition, if 
the refunding securities are issued in compliance with the additional securities requirements 
applicable to parity completion bonds or securities, as described above. 

Additional Securities On and After the Effective Date 
 

The City may issue securities which have a lien on the Net Pledged Revenues which is 
subordinate to the lien of the Bonds at any time. 

Additional securities having a lien against the Net Pledged Revenues on a parity with the 
lien of the Bonds may be issued only if the following conditions are satisfied: 

(a) There is no default in making any payments described 
under “Flow of Funds” below; and 
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(b) If the additional Parity Bonds are to be issued to finance 
Capital Improvements, the Net Pledged Revenues derived in the fiscal year immediately 
preceding the date of the issuance of the Parity Bonds must have been not less than 100% of the 
Average Annual Principal and Interest Requirements of (i) the Outstanding Bonds, (ii) any 
Outstanding Parity Bonds, and (iii) the Parity Bonds proposed to be issued. 

In any computation of the earnings test for issuance of any additional Parity Bonds, the 
amount of Gross Pledged Revenues for the applicable period will be decreased (subject to certain 
exceptions) and may be increased by any gain or loss conservatively estimated by an 
Independent Accountant, Independent Engineer or the City, as the case may be, which results 
from any change in any schedule of fees, rates, and other charges constituting Gross Pledged 
Revenues made not less than 60 days prior to the last day of the period for which Gross Pledged 
Revenues are determined prior to the computation as estimated by an Independent Accountant or 
Independent Engineer or by the City.  In addition, consideration will be given to any probable net 
increase in the operation and maintenance expenses of the System, as estimated by the Director, 
that will result from the expenditure of the funds proposed to be derived from the issuance of the 
additional securities. 

Additional Securities for Partial Refundings – The Bond Ordinance also includes 
restrictions that would apply to any partial refunding of outstanding securities in which the 
refunding securities would be on a parity with the unrefunded Bonds.  Such a partial refunding 
may be done only if one or more of the following conditions are satisfied: 

(a) The City receives the consent of the Owners of the 
unrefunded portion of the Bonds and the Bank; or 

(b) The Combined Maximum Annual Principal and Interest 
Requirements for the Bonds and Parity Bonds Outstanding immediately after the refunding 
(calculated as specified and with the assumptions described in the Bond Ordinance) will not 
increase as a result of the refunding; or 

(c) The refunding securities are issued in compliance with the 
requirements for additional securities generally (i.e., there is no default in making required 
payments and the 100% test is satisfied), as described above. 

Flow of Funds 
 

The Gross Pledged Revenues will be deposited in an Income Fund, payments from which 
will be made in the following order of priority: 

(a) Operation and maintenance expenses of the System will be 
paid. 

(b) Monthly accumulation will be made in the Bond Fund, in 
equal monthly installments, of current principal (including principal which becomes payable 
under redemption provisions) and interest payments due on or in connection with the Bonds and 
with respect to accumulation for principal and mandatory redemption, such accumulation need 
not commence until one year prior to the date on which such principal or mandatory redemption 
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payment is due.  Such credits will be made concurrently with similar payments to be made with 
respect to Parity Bonds under the applicable Parity Bond ordinances. 

(c) Concurrently with the monthly payments into the Bond 
Fund required above, and concurrently with similar payments to be made with respect to Parity 
Bonds under the applicable Parity Bond ordinances, and concurrently with any repayment or 
similar obligations payable to the issuer of any Reserve Fund Insurance Policy with respect to 
the Bonds or any Parity Bonds, from any moneys remaining in the Income Fund there will be 
credited to the Reserve Fund, monthly, commencing on the first day of the month next 
succeeding each date on which the moneys accounted for in the Reserve Fund for any reason are 
less than the Reserve Fund Requirement (see “Reserve Fund” below), such amounts in 
substantially equal monthly payments on the first day of each month to reaccumulate the Reserve 
Fund Requirement by not more than 12 such monthly payments.  If a Reserve Fund Insurance 
Policy is on deposit in the Reserve Fund to fund all or a part of the Reserve Fund Requirement, 
the amounts payable into the Reserve Fund pursuant to the immediately preceding sentence will 
be paid by the City first to the Surety Provider to reimburse it (in accordance with the provisions 
of the Surety Agreement) for amounts disbursed by it until the Reserve Fund Insurance Policy is 
reinstated in full, and second to replenish cash in the Reserve Fund.  If there are insufficient Net 
Pledged Revenues to comply with the requirements of the first sentence in this subparagraph, 
available Net Pledged Revenues are to be credited or paid to the Reserve Fund, to reserve funds 
established by any Parity Bond Ordinances and to any entity issuing any Reserve Fund Insurance 
Policy with respect to the Bonds or any Parity Bonds pro rata, based upon the aggregate principal 
amount of the Bonds and any such Parity Bonds then Outstanding; provided, however, that 
compliance with the provisions of this sentence will not cure any event of default caused by non-
compliance with the first sentence in this subparagraph. 

(d) Subsequent to the payments summarized in (a) through (c) 
above, there will be deposited into the Rebate Fund moneys in the amounts and at the times 
specified in the Tax Compliance Certificate.  Amounts on deposit in the Rebate Fund will not be 
subject to the lien and pledge of the Bond Ordinance to the extent that such amounts are required 
to be paid to the United States Treasury.  The City will cause amounts on deposit in the Rebate 
Fund to be forwarded to the United States Treasury (at the address provided in the Tax 
Compliance Certificate) at the times and in the amounts set forth in the Tax Compliance 
Certificate. 

If the moneys on deposit in the Rebate Fund are insufficient for the 
purposes thereof, the City will transfer moneys in the amount of the insufficiency to the Rebate 
Fund from the Series 2009D-2 Acquisition Fund and to the extent permitted by the Bond 
Ordinance, from the Reserve Fund and the Bond Fund.  Upon receipt by the City of an opinion 
of nationally recognized bond counsel acceptable to the City to the effect that the amount in the 
Rebate Fund is in excess of the amount required to be contained therein, such excess will be 
transferred to the Income Fund. 

(e) Subsequent to the payments summarized in (a) through (d) 
above, there will be paid to the Surety Provider interest on amounts advanced under the Reserve 
Fund Insurance  Policy pursuant to the Surety Agreement. 
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(f) Subsequent to the payments summarized in (a) through (e) 
above, there may be paid interest on, principal of, reasonable reserves for, and rebate payments 
to the United States Treasury for additional bonds or obligations previously or subsequently 
issued subordinate to the lien and pledge of the Bonds. 

(g) The balance remaining in the Income Fund may be used 
first for any necessary purposes relating to the System, and then for any lawful purposes as 
determined by the City Council. 

Rate Covenant 
 

The Bond Ordinance provides that there will be charged to users of service pertaining to, 
and users of, the System, including the City (except as otherwise provided in the Bond 
Ordinance), such fees, rates and other charges so that the Gross Pledged Revenues will be 
adequate to pay in each fiscal year (i) the operation and maintenance expenses, (ii) an amount 
equal to 130% of both the principal of and the interest on (but excluding any reserves) the Bonds 
and any other Parity Bonds payable from the Net Pledged Revenues during that fiscal year, and 
(iii) any amounts required to pay amounts, if any, owed to the Surety Provider pursuant to the 
Surety Agreement or the Bank under the Liquidity Facility and to meet then-existing deficiencies 
pertaining to any fund or account relating to the Gross Pledged Revenues or any securities 
payable from the Gross Pledged Revenues, and to satisfy its obligations under any Financial 
Products Agreements (other than Financial Products Payments and other than any termination, 
settlement or similar payments required to be paid upon an early termination of the Financial 
Products Agreement or as a result of any event of default thereunder).  The Bond Ordinance 
specifies that the fees, rates and other charges to be paid by users of the System are to be 
reasonable.  For the purpose of establishing the fees, rates and other charges for the use of the 
System to comply with this paragraph, interest on the Bonds which is not established for the 
entire next succeeding fiscal year will be assumed to equal the average interest rate borne by the 
Bonds for the preceding fiscal year or, with respect to the first fiscal year in which the Bonds are 
Outstanding, at the initial rate borne by the Bonds.  If any parity Variable Rate Bonds, parity 
Balloon Bonds, Commercial Paper Notes or parity Credit Facility Obligations are Outstanding, 
the Bond Ordinance specifies that for purposes of the rate covenant, the amount of principal and 
interest or similar payments with respect to such parity Variable Rate Bonds, parity Balloon 
Bonds, Commercial Paper Notes, or parity Credit Facility Obligations due in such fiscal year will 
be deemed to be the amount specified in the ordinance pursuant to which such parity Variable 
Rate Bonds or parity Balloon Bonds, Commercial Paper Notes or parity Credit Facility 
Obligations are authorized, and for the purposes of the rate covenant, parity Tender Bonds will 
be assumed to mature on the stated maturity or mandatory Redemption Date or Dates thereof and 
Commercial Paper Notes will be assumed to mature 25 years after the earlier of (i) the expiration 
date of the program established for them as set forth in the ordinance of the City authorizing the 
issuance of the Commercial Paper Notes or (ii) 5 years from the initial date of issuance of any 
Commercial Paper Notes under such program.   

For the purpose of subsection (ii) of the preceding paragraph, if a Parity Financial 
Products Agreement has been entered into by the City with respect to the Bonds or any Parity 
Bonds, interest on the Bonds or such Parity Bonds will be included in the calculation of such 
interest by including for that fiscal year an amount equal to the amount of interest payable on the 
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Bonds or such Parity Bonds in that fiscal year determined as hereinabove provided plus any 
Financial Products Payments payable in that fiscal year minus any Financial Products Receipts 
receivable in that fiscal year; provided that in no event will any calculation made pursuant to this 
sentence result in a number less than zero being included in the calculation of such interest. 

In determining the amount of any Financial Products Payments or Financial Products 
Receipts on any interest rate swaps or other similar Financial Products Agreement which 
Payments or Receipts are based on interest rates which are not fixed in percentage for such Fiscal 
Year, such amount will be calculated by assuming such variable interest rate is a fixed interest 
rate equal to (i) if the Parity Financial Products Agreement relates to Variable Rate Bonds, the 
fixed rate of interest estimated for such Variable Rate Bonds as provided above or (ii) if the 
Parity Financial Products Agreement relates to Parity Bonds which bear interest at a fixed 
interest rate, the average of the daily interest rate for such Payments or Receipts under such 
Financial Products Agreement during the immediately preceding fiscal year or during the time 
the Financial Products Agreement has been in effect if less than all of such immediately 
preceding fiscal year.   

In determining the amount payable under any Financial Products Payments or Financial 
Products Receipts on any interest rate cap, floor, collar or other similar Financial Products 
Agreement with respect to Parity Bonds which are Variable Rate Bonds, such amount will be 
calculated by assuming the interest rate on the related Parity Bonds is the rate determined as 
provided in the first paragraph of this section.  In determining the amount of any Financial 
Products Payments or Financial Products Receipts on any interest rate cap, floor, collar or other 
similar Financial Products Agreement with respect to Parity Bonds bearing interest at a fixed 
rate, such amount will be the amount payable or receivable annually determined as of the date of 
issuance of the Parity Bonds. 

Reserve Fund 
 

Proceeds of the Bonds will be used to fund the Reserve Fund.  No payment need be made 
into the Reserve Fund at any time so long as the moneys and/or Reserve Fund Insurance Policy 
deposited in the Reserve Fund equal not less than the Reserve Fund Requirement.  If moneys on 
deposit in the Reserve Fund exceed the Reserve Fund Requirement, the excess cash is to be 
transferred to the Bond Fund. 

Commencing the first month following the date on which the moneys and/or Reserve 
Fund Insurance Policy in the Reserve Fund for any reason are less than the Reserve Fund 
Requirement, the City is required to accumulate monthly, over a period of not more than 12 
months, amounts necessary to reaccumulate the Reserve Fund Requirement, as described under 
“Flow of Funds” above. 

The City may at any time substitute (i) cash or Investment Securities for a Reserve Fund 
Insurance Policy or (ii) a Reserve Fund Insurance Policy for cash or Investment Securities, so 
long as the amount on deposit in the Reserve Fund after such substitution is at least equal to the 
Reserve Fund Requirement.  Any Reserve Fund Insurance Policy deposited to the credit of the 
Reserve Fund will be valued at the amount available to be drawn or otherwise paid  
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If both cash and a Reserve Fund Insurance Policy are on deposit in the Reserve Fund, the 
City is required to use all cash before drawing on the Reserve Fund Insurance Policy. 

Investment of Funds 
 

Moneys deposited in the accounts designated in the Bond Ordinance and not needed for 
immediate use are to be invested or reinvested by the Finance Director in Investment Securities.  
The Bond Ordinance provides that Investment Securities credited to the Reserve Fund will not 
mature later than the last maturity date of the Bonds. 

Disposal of System Prohibited 
 

Prior to the Effective Date.  Except for the use of the System and services pertaining to 
the System in the normal course of business, neither all nor a substantial part of the System may 
be sold, leased, mortgaged, pledged, encumbered, alienated or otherwise disposed of, until all the 
Bonds have been paid in full, or unless provision for payment has been made.  The City may not 
dispose of its title to the System or to any useful part of the System, including any property 
necessary to the operation and use of the System and the lands and interest in lands comprising 
the sites of the System, except that the City may sell, exchange, lease or otherwise dispose of any 
property constituting a part of the System which is not useful in construction, reconstruction, or 
operation of the System; which ceases to be necessary for the efficient operation of the System; 
or which is replaced by other property of at least equal value. 

The City at any time and from time to time may sell, exchange, lease or otherwise 
dispose of any property constituting a part of the System and not useful in the construction, 
reconstruction or operation thereof, or which ceases to be necessary for the efficient operation of 
the System, or which is replaced by other property of at least equal value.  Any proceeds of any 
such sale, exchange or other disposition received and not used to replace such property so sold or 
so exchanged or otherwise so disposed of, will be deposited by the City in the Income Fund or 
into a special book account for the betterment, enlargement, extension, other improvement and 
equipment of the System, or any combination thereof, as the Council may determine, and any 
proceeds of any such lease received will be deposited by the City as Gross Pledged Revenues in 
the Income Fund. 

On and After the Effective Date.  Except for the use of the System and services 
pertaining thereto in the normal course of business, neither all nor substantially all of the System 
will be sold, leased, mortgaged, pledged, encumbered, alienated or otherwise disposed of, so 
long as any Bonds are Outstanding. 

Except as otherwise provided by the Charter and in the Bond Ordinance, the City may 
sell, exchange or otherwise dispose of property, facilities and assets of the System at any time 
and from time to time and may lease, contract or grant licenses for the operation of, or make 
arrangements for the use of, or grant easements or other rights to the properties, facilities and 
assets of the System.  Any proceeds of any such sale, exchange or other disposition received and 
not used to replace such property so sold or so exchanged or otherwise so disposed of, will be 
deposited by the City in the Income Fund or into a special book account for the betterment, 
enlargement, extension, other improvement and equipment of the System, or any combination 
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thereof, as the Council may determine, and any proceeds of any such lease received will be 
deposited by the City as Gross Pledged Revenues in the Income Fund. 

Insurance and Reconstruction 
 

Except to the extent of any self-insurance, the City at all times will be required to 
maintain fire and extended coverage insurance, and all other insurance customarily maintained 
with respect to utilities of like character against loss of or damage to the System and against loss 
of revenues and against public and other liability to the extent reasonably necessary to protect the 
interests of the City and of each Owner of the Bonds.  See “COLORADO SPRINGS UTILITIES 
– Insurance.”  If any useful part of the System is damaged or destroyed, the City will, as 
expeditiously as possible, commence the repair or replacement of the damaged property.  If the 
costs of repair and replacement of the damaged property exceed the proceeds of any insurance, 
surplus moneys in the Income Fund will be used to the extent necessary, as permitted by the 
Bond Ordinance. 

 
Events of Default and Remedies 
 

Each of the following events is an “event of default” under the Bond Ordinance: 

(a) Payment of the principal of or premium, if any, on any of 
the Bonds is not made when the same becomes due and payable; 

(b) Payment of any installment of interest on any of the Bonds 
is not made when due and payable or, if the Bonds bear interest at the Fixed Interest Rate, within 
30 days thereafter; 

(c) Failure to pay on a Bond Purchase Date the amounts due to 
the Owner of any Bond tendered or deemed tendered to the Tender Agent pursuant to the Bond 
Ordinance (other than upon a failed conversion of the Mode on the Bonds from an Auction Mode 
Rate); 

(d) The occurrence and continuance of any “event of default” 
as defined in any bond ordinance governing Parity Bonds; 

(e) The City unreasonably delays the reconstruction of any part 
of the System which is destroyed or damaged and is not promptly repaired or replaced (unless 
such reconstruction is not essential to the efficient operation of the System); 

(f) An order or decree is entered by a court of competent 
jurisdiction with the consent or acquiescence of the City appointing a receiver or receivers for 
the System or for the Gross Pledged Revenues and any other moneys subject to the lien securing 
the Bonds then Outstanding, or such an order or decree is entered without the consent or 
acquiescence of the City and is not vacated, discharged, or stayed on appeal within 60 days after 
entry; or 
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(g) The City defaults in the due and punctual performance of 
any representations, covenants, conditions, agreements, and other provisions contained in the 
Bonds or the Bond Ordinance (other than compliance with its continuing disclosure undertaking 
described under “DESCRIPTION OF THE BONDS – Continuing Disclosure Undertaking”), and 
such default continues for 60 days after written notice specifying such default and requiring the 
same to be remedied is given to the City by the Owners of not less than 25% in aggregate 
principal amount of the Bonds then Outstanding. 

Upon the happening and continuance of any of the events of default, the Owners of not 
less than 25% of the aggregate principal amount of the Bonds then Outstanding, including, 
without limitation, a trustee or trustees therefor, may proceed against the City to protect and 
enforce the rights of any Owner of Bonds under the Bond Ordinance by mandamus or other suit, 
action, or special proceedings in equity or at law, in any court of competent jurisdiction.  All 
such proceedings will be instituted, had, and maintained for the equal benefit of all Owners of 
the Bonds and any Parity Bonds then Outstanding. 

The Bond Ordinance does not authorize a declaration that all principal and unpaid 
accrued interest on the Bonds are to become immediately due and payable upon occurrence or 
continuation of an event of default. 

The ability of the Owners of Bonds to enforce their remedies may be limited by 
bankruptcy, insolvency, reorganization, moratorium, or other laws affecting the enforcement of 
creditors’ rights generally or affecting the enforcement of creditors’ rights against entities such 
as the City.  In addition, the availability of equitable remedies or equitable defenses is subject to 
the discretion of the court before which any proceedings may be brought. 

Defeasance 
 

When all Bond Requirements of the Bonds have been duly paid, the pledge and lien and 
all obligations under the Bond Ordinance will be discharged and the Bonds no longer will be 
deemed to be Outstanding.  A Bond will be deemed to be duly paid when the City has placed in 
escrow or in trust an amount sufficient (including the known minimum yield available for such 
purpose from Federal Securities) to meet all Bond Requirements of such Bond, as the same 
become due to the final maturity of such Bond or upon any Redemption Date.  

A Bond bearing interest at a Variable Rate will be deemed to be paid within the meaning 
of the preceding paragraph only if (x) the City has deposited with the Paying Agent or other 
Trust Bank the amounts required by the preceding paragraph (provided that such deposit will 
assume an interest rate equal to the Maximum Rate for periods during for which the actual 
interest rate on the Bonds cannot be determined), (y) either (A) such Bond is called for 
redemption on or prior to the next date upon which such Bond is subject to purchase pursuant to 
the Bond Ordinance, or (B) the Paying Agent and the City receive evidence from independent 
certified public accountants satisfactory to the Paying Agent that the moneys and Federal 
Securities deposited with the Paying Agent or other Trust Bank pursuant to preceding paragraph 
are in an amount sufficient to pay the purchase price of the Bonds which may be tendered for 
purchase pursuant to the Bond Ordinance during the period prior to payment in full of the Bond 
Requirements of such Bonds, in which case the Bonds purchased with the moneys deposited 
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with the Paying Agent or other Trust Bank will be canceled; and (z) the City waives, to the 
satisfaction of the Paying Agent, its right to convert the method for determining the interest rate 
borne by such Bond pursuant to the Bond Ordinance and a verification report delivered by 
independent certified accountants confirms that the moneys and Federal Securities deposited 
with the Paying Agent or other Trust Bank for such purpose pursuant to and subject to the 
provisions of this paragraph will be sufficient to pay in full (in addition to the principal of such 
Bonds) all interest which may accrue on such Bond until its final payment.  Liquidity Provider 
Bonds will not be advance refunded pursuant to this Section hereof without the consent of the 
Bank. 

Amendment 
 

Prior to the Effective Date, the Bond Ordinance may be amended in certain 
circumstances without consent of the Owners and in certain other circumstances with the written 
consent of the Owners of not less than 66% of the aggregate principal amount of the Bonds then 
Outstanding, but no such amendment, without the unanimous consent of the Owners of the 
Bonds (or, with respect to clauses (ii) and (v), the consent of the Owner of the affected Bond), 
may (i) change the maturity, redemption, or payment of interest of the Bonds, (ii) reduce the 
principal amount of, or the interest payable on any Bond, (iii) create a lien or pledge of revenues 
superior to the lien or pledge created by the Bond Ordinance, (iv) otherwise affect the description 
of the Bonds or reduce the principal amount of the Bonds required to consent to any amendment, 
(v) change the purchase price of Bonds tendered or deemed tendered for purchase, or (vi) 
establish priorities as between the Bonds. 

On and after the Effective Date, the Bond Ordinance may be amended with the consent of 
the Owners of not less than a majority of aggregate principal amount of the Parity Bonds 
outstanding, but no such amendment may (i) change the maturity, redemption, or payment of 
interest on any Outstanding Parity Bond without the consent of the Owner of such Parity Bond, 
(ii) reduce the principal amount of, or the interest payable on any Parity Bond without the 
consent of the Owner of such Parity Bond, (iii) create a lien or pledge of revenues superior to the 
lien or pledge created by the Bond Ordinance, (iv) otherwise affect the description of the Parity 
Bonds or reduce the principal amount of the Bonds required to consent to any amendment, (v) 
change the purchase price of Bonds tendered or deemed tendered for purchase without the 
consent of the Owner of the Bond, or (vi) establish priorities as between the Parity Bonds 
Outstanding. 
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APPENDIX C 

FORM OF CONTINUING DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate is executed and delivered by the City of Colorado 
Springs, Colorado (the “City”) in connection with the issuance of $56,750,000 aggregate 
principal amount of Taxable Utilities System Improvement Revenue Bonds, Series 2009D-2 
(Direct Pay Build America Bonds) (the “Bonds”) being issued pursuant to an ordinance (the 
“Ordinance”) adopted by the City Council of the City on September 22, 2009.  The City 
covenants and agrees as follows: 

 Section 1.  Purpose of the Disclosure Certificate.  This Disclosure Certificate 
is being executed and delivered by the City for the benefit of the holders and beneficial owners 
of the Bonds and in order to assist the Participating Underwriter (as defined in Section 2 hereof) 
in complying with Rule 15c2-12(b)(5), as amended, of the Securities and Exchange Commission. 

Section 2.  Definitions.  In addition to the definitions set forth in the 
Ordinance, or parenthetically defined herein, which apply to any capitalized terms used in this 
Disclosure Certificate unless otherwise defined in this Section, the following capitalized terms 
will have the following meanings: 

“Annual Financial Information” means the financial information or 
operating data with respect to the City and the Utilities of the type contained in the Official 
Statement in the following portions:  under (i) “COLORADO SPRINGS UTILITIES,” “Nature 
of the Utilities,” “Summary of Operations,” “Outstanding Utilities Revenue Bonds and Other 
Obligations,” “Swap Agreements – Summary of Current Swap Agreements” and “Debt Service 
Coverage”; (ii) “THE ELECTRIC SYSTEM,” the sections entitled “Electric Rates,” “Electric 
System Sales and Revenues” and “System Capability”; (iii) “THE WATER SYSTEM,” the 
sections entitled “Water Rates,” “Water Sales and Revenues” and “Water Supply and Raw Water 
Delivery”; (iv) “THE WASTEWATER SYSTEM,” the sections entitled “Wastewater Rates” and 
“Wastewater Revenues”; and (v) “THE GAS SYSTEM,” the sections entitled “Gas Rates,” “Gas 
Sales and Revenues” and “Gas Price Hedge Program.” 

“Audited Financial Statements” means the City’s annual financial 
statements, prepared in accordance with Sections 827 and 828 of the Ordinance.  

“Dissemination Agent” means, initially, the City, or any successor 
Dissemination Agent designated in writing by the City and which has filed with the City a 
written acceptance of such designation. 

“Listed Events” means any of the events listed in Section 4 of this 
Disclosure Certificate. 

“MSRB” shall mean the Municipal Securities Rulemaking Board.  As of 
the date hereof, the MSRB’s required method of filing is electronically via its Electronic 
Municipal Market Access (EMMA) system available on the Internet at http://emma.msrb.org. 
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“Official Statement” means the Final Official Statement dated November 
5, 2009 relating to the Bonds. 

“Participating Underwriter” means the original underwriters of the Bonds 
required to comply with the Rule in connection with an offering of the Bonds. 

“Rule” means Rule 15c2-12(b)(5) adopted by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as the same may be amended from time 
to time. 

Section 3.  Provision of Annual Financial Information and Audited Financial 
Statements. 

(a) Commencing with respect to the fiscal year ended December 31, 
2009 and annually thereafter, the City will, or will cause the Dissemination Agent to, provide the 
Annual Financial Information and the Audited Financial Statements to the MSRB.  Such Annual 
Financial Information will be provided to the MSRB on or before May 1 of each year or, in the 
event of a change in the fiscal year of the City, on or before 120 days after the end of the fiscal 
year, and such Audited Financial Statements will be provided to the MSRB annually reasonably 
promptly after receipt by the City.  Not later than five (5) business days prior to said dates, the 
City will provide the Annual Financial Information or Audited Financial Statements, as the case 
may be, to the Dissemination Agent (if other than the City). 

(b)  The City may provide Annual Financial Information and Audited 
Financial Statements by specific reference to documents which are available to the public on the 
MSRB’s Internet Web Site or filed with the Securities and Exchange Commission. 

(c)  If the City is unable to provide to the MSRB the Annual Financial 
Information and Audited Financial Statements by the dates required in subsection (a) of this 
Section, the City will send a notice to the MSRB, in substantially the form attached as Exhibit A. 

(d) The Dissemination Agent will: 

(1) determine each year, prior to the dates for providing the 
Annual Financial Information and Audited Financial Statements, the electronic format prescribed 
by the MSRB; 

(2) if the Dissemination Agent is other than the City, send 
written notice to the City at least 45 days prior to the dates the Annual Financial Information or 
the Audited Financial Statements, as the case may be, are due stating that the Annual Financial 
Information or the Audited Financial Statements, as the case may be, are due as provided in 
Section 3(a) hereof; and 

(3) if the Dissemination Agent is other than the City, file a 
report with the City certifying the Annual Financial Information and Audited Financial 
Statements have been provided pursuant to this Disclosure Certificate, stating the dates they were 
provided and listing all the entities to which they were provided. 
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Section 4.  Reporting of Significant Events.  The City will provide or cause to 
be provided, in a timely manner to the MSRB, notice of any of the following events with respect 
to the Bonds, if such event is material: 

(a) Principal and interest payment delinquencies; 

(b) Non-payment related defaults; 

(c) Unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(d) Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(e) Substitution of credit or liquidity providers, or their failure to 
perform; 

(f) Adverse tax opinions or events affecting the tax-exempt status of 
the Bonds; 

(g) Modifications to rights of Bondholders; 

(h) Bond calls (other than mandatory sinking fund redemptions); 

(i) Defeasances; 

(j) Release, substitution or sale of property securing repayment of the 
Bonds; or 

(k) Rating changes. 

Section 5.  Electronic Format and Identifying Information.  All documents 
provided to the MSRB pursuant to this Disclosure Certificate shall be in an electronic format as 
prescribed by the MSRB and shall be accompanied by identifying information as prescribed by 
the MSRB.  

Section 6. Termination of Reporting Obligation.  The City’s obligations 
under this Disclosure Certificate will terminate upon the earliest of:  (i) the date of legal 
defeasance, prior redemption or payment in full of all of the Bonds; (ii) the date that the City will 
no longer constitute an “obligated person” within the meaning of the Rule; or (iii) the date on 
which those portions of the Rule which require this written undertaking are held to be invalid by 
a court of competent jurisdiction in a non-appealable action, have been repealed retroactively or 
otherwise do not apply to the Bonds. 

Section 7.  Dissemination Agent.  The City may, from time to time, appoint or 
engage a Dissemination Agent to assist the City in carrying out its obligations under this 
Disclosure Certificate, and may discharge any such Dissemination Agent, with or without 
appointing a successor Dissemination Agent. 
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Section 8.  Amendment; Waiver.  Notwithstanding any other provision of this 
Disclosure Certificate, the City may amend this Disclosure Certificate, and any provision of this 
Disclosure Certificate may be waived, without the consent of the holders of the Bonds, if such 
amendment or waiver does not, in and of itself, cause the undertakings herein (or action of any 
Participating Underwriter in reliance on the undertakings herein), in the opinion of the Utilities’ 
bond counsel, to violate the Rule, but taking into account any subsequent change in or official 
interpretation of the Rule.  The City will provide notice of such amendment or waiver to the 
MSRB. 

Section 9. Default.  In the event of a failure of the City to comply with any 
provision of this Disclosure Certificate, any holder or beneficial owner of the Bonds may take 
such actions as may be necessary and appropriate, including seeking mandate or specific 
performance by court order, to cause the City to comply with its obligations under this 
Disclosure Certificate.  A default under this Disclosure Certificate will not be deemed an event 
of default under the Ordinance, and the sole remedy under this Disclosure Certificate in the event 
of any failure of the City to comply with this Disclosure Certificate will be an action to compel 
performance. 

Section 10.  Beneficiaries.  This Disclosure Certificate will inure solely to the 
benefit of the City, the Dissemination Agent, the Participating Underwriter and the holders and 
beneficial owners from time to time of the Bonds, and will create no rights in any other person or 
entity. 

Dated as of November 17, 2009. 

CITY OF COLORADO SPRINGS, COLORADO 
 
 
By   

Chief Planning and Finance Officer, 
Colorado Springs Utilities 
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EXHIBIT A 

NOTICE TO MUNICIPAL SECURITIES RULEMAKING BOARD OF FAILURE TO FILE 
ANNUAL FINANCIAL INFORMATION OR AUDITED FINANCIAL STATEMENTS 

Name of Issuer: City of Colorado Springs, Colorado 

Name of Issue: Taxable Utilities System Improvement Revenue Bonds, Series 2009D-2 
(Direct Pay Build America Bonds) in the aggregate principal amount of 
$56,750,000. 

Date of Issuance: November 17, 2009. 

NOTICE IS HEREBY GIVEN that the City has not provided the [Annual Financial 
Information/Audited Financial Statements] with respect to the above Bonds as required by 
Section 831 of the ordinance of the City authorizing the issuance of the above Bonds and the 
Continuing Disclosure Certificate dated November 17, 2009 of the City.  The City anticipates 
that the [Annual Financial Information/Audited Financial Statements] will be filed by 
_________________. 

Dated:  _______________, _____ 

CITY OF COLORADO SPRINGS, COLORADO 
 
 
By   

Chief Planning and Finance Officer, 
 Colorado Springs Utilities 
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APPENDIX D 

FORM OF BOND COUNSEL OPINION 

[Closing Date] 

 

City of Colorado Springs, Colorado 
30 S. Nevada Avenue 
Colorado Springs, Colorado 80903 
 

City of Colorado Springs, Colorado 
Taxable Utilities System Improvement Revenue Bonds 

Series 2009D-2 (Direct Pay Build America Bonds) 
$56,750,000 

 
Ladies and Gentlemen: 

We have acted as Bond Counsel to the City of Colorado Springs, Colorado (the “City”) in 
connection with the issuance of its Taxable Utilities System Improvement Revenue Bonds, 
Series 2009D-2 (Direct Pay Build America Bonds) in the aggregate principal amount of 
$56,750,000 (the “Series 2009D-2 Bonds”) pursuant to an authorizing ordinance of the City 
Council adopted on September 22, 2009 (the “Bond Ordinance”).  In such capacity, we have 
examined the City’s certified proceedings and such other documents and such law of the State of 
Colorado and of the United States of America as we have deemed necessary to issue this opinion 
letter.  Except as otherwise expressly defined herein, capitalized terms used herein have the 
meanings ascribed to such terms in the Bond Ordinance. 

Regarding questions of fact material to our opinions, we have relied upon the City’s 
certified proceedings and other representations and certifications of public officials and others 
furnished to us without undertaking to verify the same by independent investigation. 

Based upon such examination, it is our opinion as Bond Counsel that: 

1. The Series 2009D-2 Bonds are valid and binding special, limited 
obligations of the City payable solely from the Net Pledged Revenues and from funds and 
accounts pledged therefor under the Bond Ordinance. 

2. The Bond Ordinance creates a valid lien on the Net Pledged Revenues 
pledged therein for the security of the Series 2009D-2 Bonds on a parity with the lien thereon 
and the pledge thereof to secure the payment of the outstanding parity securities heretofore or 
hereafter issued by the City.  The Bond Ordinance also creates a valid lien on the Bond Fund and 
the Reserve Fund.  Except as described in this paragraph, we express no opinion regarding the 
priority of the lien on Net Pledged Revenues or on the funds and accounts created by the Bond 
Ordinance. 
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3. The Bond Ordinance has been duly adopted by the City and constitutes the 
valid and binding obligation of the City. 

4. Interest on the Series 2009D-2 Bonds is included in gross income for 
federal income tax purposes pursuant to the Internal Revenue Code of 1986, as amended to the 
date hereof.   

5. The interest on and income from the Series 2009D-2 Bonds is exempt 
from all taxation and assessments in the State of Colorado.  The opinion expressed in this 
paragraph assumes continuous compliance with the covenants and representations contained in 
the City’s certified proceedings and in certain other documents and certain other certifications 
furnished to us. 

The opinions expressed in this opinion letter are subject to the following: 

The obligations of the City pursuant to the Series 2009D-2 Bonds and the Bond 
Ordinance are subject to the application of equitable principles, to the reasonable exercise in the 
future by the State of Colorado and its governmental bodies of the police power inherent in the 
sovereignty of the State of Colorado, and to the exercise by the United States of America of the 
powers delegated to it by the Federal Constitution, including without limitation, bankruptcy 
powers. 

The provisions of this opinion letter concerning federal tax issues were not written and 
cannot be used by any taxpayer for the purpose of avoiding penalties that may be imposed on 
any taxpayer by the Internal Revenue Service.  This writing supports the promotion or marketing 
of the transactions or matters addressed herein.  Each taxpayer should seek advice based on the 
taxpayer's particular circumstances from an independent tax advisor. 

In this opinion letter issued in our capacity as Bond Counsel, we are opining only upon 
those matters set forth herein, and we are not passing upon the accuracy, adequacy or 
completeness of the Official Statement dated November 5, 2009 or any other statements made in 
connection with any offer or sale of the Series 2009D-2 Bonds or upon any federal or Colorado 
tax consequences arising from the receipt or accrual of interest on or the ownership or 
disposition of the Series 2009D-2 Bonds, except those specifically addressed herein. 

This opinion letter is issued as of the date hereof and we assume no obligation to revise 
or supplement this opinion letter to reflect any facts or circumstances that may hereafter come to 
our attention or any changes in law that may hereafter occur. 

Respectfully submitted, 
 

 



 

E-1 

APPENDIX E 

DTC BOOK-ENTRY ONLY SYSTEM 

The Bonds initially will be issued solely in book-entry form to be held in the 
book-entry only system maintained by The Depository Trust Company (“DTC”), New York, 
New York.  So long as such book-entry system is used, only DTC will receive or have the right 
to receive physical delivery of Bonds and Beneficial Owners will not be or be considered to be, 
and will not have any rights as, owners or Owners of the Bonds under the Bond Ordinance. 

The information in this Appendix E concerning DTC and DTC’s book-entry 
system has been obtained from sources that the City believes to be reliable, but the City takes no 
responsibility for the accuracy thereof. 

DTC will act as securities depository for the Bonds.  The Bonds will be issued as 
fully-registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or 
such other name as may be requested by an authorized representative of DTC.  One fully-
registered Bond certificate will be issued for each maturity of the Bonds, in the aggregate 
principal amount of such maturity, and will be deposited with DTC.  

DTC, the world’s largest securities depository, is a limited-purpose trust company 
organized under the New York Banking Law, a “banking organization” within the meaning of 
the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” 
within the meaning of the New York Uniform Commercial Code, and a “clearing agency” 
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  
DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity 
issues, corporate and municipal debt issues, and money market instruments (from over 100 
countries) that DTC’s participants (“Direct Participants”) deposit with DTC.  DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities through electronic computerized book-entry transfers and 
pledges between Direct Participants’ accounts.  This eliminates the need for physical movement 
of securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and certain other organizations.  DTC 
is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”).  
DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed 
Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by 
the users of its regulated subsidiaries.  Access to the DTC system is also available to others such 
as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, 
either directly or indirectly (“Indirect Participants”).  DTC has Standard & Poor’s highest rating: 
AAA.  The DTC Rules applicable to its Participants are on file with the Securities and Exchange 
Commission.  More information about DTC can be found at www.dtcc.com and www.dtc.org. 

Purchases of Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the Bonds on DTC’s records.  The ownership interest 
of each actual purchaser of each Bond (“Beneficial Owner”) is in turn to be recorded on the 
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation 
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from DTC of their purchase.  Beneficial Owners are, however, expected to receive written 
confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction.  Transfers of ownership interests in the Bonds are to be accomplished by entries 
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  
Beneficial Owners will not receive certificates representing their ownership interests in Bonds, 
except in the event that use of the book-entry system for the Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with 
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name 
as may be requested by an authorized representative of DTC.  The deposit of Bonds with DTC 
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any 
change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the 
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such 
Bonds are credited, which may or may not be the Beneficial Owners.  The Direct and Indirect 
Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

Conveyance of notices and other communications by DTC to Direct Participants, 
by Direct Participants to Indirect Participants, and by Direct Participants and Indirect 
Participants to Beneficial Owners will be governed by arrangements among them, subject to any 
statutory or regulatory requirements as may be in effect from time to time.  Beneficial Owners of 
Bonds may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed 
amendments to the Bond documents.  For example, Beneficial Owners of Bonds may wish to 
ascertain that the nominee holding the Bonds for their benefit has agreed to obtain and transmit 
notices to Beneficial Owners.  In the alternative, Beneficial Owners may wish to provide their 
names and addresses to the Registrar and request that copies of notices be provided directly to 
them. 

Redemption notices shall be sent to DTC.  If less than all of the Bonds within an 
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of 
each Direct Participant in such issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote 
with respect to the Bonds unless authorized by a Direct Participant in accordance with DTC’s 
MMI Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the City as soon 
as possible after the record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting 
rights to those Direct Participants to whose accounts Bonds are credited on the record date 
(identified in a listing attached to the Omnibus Proxy). 

Principal, interest and redemption proceeds on the Bonds will be made to Cede & 
Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s 
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding 
detail information from the City or the Paying Agent on payable date in accordance with their 
respective holdings shown on DTC’s records.  Payments by Participants to Beneficial Owners 
will be governed by standing instructions and customary practices, as is the case with securities 
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held for the accounts of customers in bearer form or registered in “street name,” and will be the 
responsibility of such Participant and not of DTC, the Paying Agent or the City, subject to any 
statutory or regulatory requirements as may be in effect from time to time.  Payment of principal, 
interest or redemption proceeds to Cede & Co. (or such other nominee as may be requested by an 
authorized representative of DTC) is the responsibility of the City or the Paying Agent, 
disbursement of such payments to Direct Participants will be the responsibility of DTC, and 
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and 
Indirect Participants. 

DTC may discontinue providing its services as depository with respect to the 
Bonds at any time by giving reasonable notice to the City or the Paying Agent.  Under such 
circumstances, in the event that a successor depository is not obtained, Bond certificates are 
required to be printed and delivered. 

The City may decide to discontinue use of the system of book-entry-only transfers 
through DTC (or a successor securities depository).  In that event, Bond certificates will be 
printed and delivered to DTC. 

The information in this section concerning DTC and DTC’s book-entry system 
has been obtained from sources that the City believes to be reliable, but the City takes no 
responsibility for the accuracy thereof. 

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED 
OWNER OF THE BONDS, REFERENCES IN THIS OFFICIAL STATEMENT TO THE 
REGISTERED OWNERS OF THE BONDS WILL MEAN CEDE & CO. AND WILL NOT 
MEAN THE BENEFICIAL OWNERS. 

The City and the Paying Agent may treat DTC (or its nominee) as the sole and 
exclusive owner of the Bonds registered in its name for the purpose of payment of the principal 
of or interest or premium, if any, on the Bonds, giving any notice permitted or required to be 
given to registered owners under the Bond Ordinance, including any notice of redemption, 
registering the transfer of Bonds, obtaining any consent or other action to be taken by registered 
owners and for all other purposes whatsoever, and will not be affected by any notice to the 
contrary.  The City and the Paying Agent will not have any responsibility or obligation to any 
DTC Participant, any person claiming a beneficial ownership interest in the Bonds under or 
through DTC or any DTC Direct Participant, Indirect Participant or other person not shown on 
the records of the Registrar as being a registered owner with respect to:  the accuracy of any 
records maintained by DTC, any DTC Direct Participant or Indirect Participant regarding 
ownership interests in the Bonds; the payment by DTC, any DTC Direct Participant or Indirect 
Participant of any amount in respect of the principal of or interest or premium, if any, on the 
Bonds; the delivery to any DTC Direct Participant, Indirect Participant or any Beneficial Owner 
of any notice which is permitted or required to be given to registered owners under the Bond 
Ordinance, including any notice of redemption; the selection by DTC, any DTC Direct 
Participant or any Indirect Participant of any person to receive payment in the event of a partial 
redemption of the Bonds; or any consent given or other action taken by DTC as a registered 
owner. 
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As long as the DTC book-entry system is used for the Bonds, the Paying Agent 
will give any notice of redemption or any other notices required to be given to registered owners 
of Bonds only to DTC or its nominee.  Any failure of DTC to advise any DTC Direct Participant, 
of any DTC Direct Participant to notify any Indirect Participant, of any DTC Direct Participant 
or Indirect Participant to notify any Beneficial Owner, of any such notice and its content or effect 
will not affect the validity of the redemption of the Bonds called for redemption or of any other 
action premised on such notice. 
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APPENDIX F 

ECONOMIC AND DEMOGRAPHIC INFORMATION 

This portion of the Official Statement contains general information concerning 
historic economic and demographic conditions in and surrounding the City of Colorado Springs 
(the “City”).  It is intended only to provide prospective investors with general information 
regarding the City’s community.  The information was obtained from the sources indicated and 
is limited to the time periods indicated.  The information is historic in nature; it is not possible to 
predict whether the trends shown will continue in the future.  The City makes no representation 
as to the accuracy or completeness of data obtained from parties other than the City. 

Population and Age Distribution 

Population.  The following table sets forth a history of the populations of the City, 
El Paso County and the State.  Between 2000 and 2007, the City’s population increased 9.2%, El 
Paso County increased 13.7% and the State increased 14.4%. 

Population 

Year 

City of 
Colorado 
Springs 

Percent 
Change 

El Paso 
County 

Percent 
Change Colorado 

Percent 
Change 

1960 70,470 -- 143,742 -- 1,753,947 -- 
1970 135,517 92.3% 235,972 64.2% 2,209,596 26.0% 
1980 215,105 58.7 309,424 31.1 2,889,735 30.8 
1990 280,430 30.3 397,014 28.3 3,294,394 14.0 
2000 360,890 28.7 516,929 30.2 4,301,261 30.6 
2007 394,177 9.2 587,590 13.7 4,919,884 14.4 

__________________ 
 Sources: Figures for 1960 through 2000 were obtained from the United States Department of Commerce, Bureau 

of the Census; figures for 2007 are estimates provided by the Colorado Department of Local Affairs, 
Division of Local Government, and are subject to periodic revision. 

 
Age Distribution.  The following table sets forth a comparative age distribution 

profile for El Paso County, the State and the United States as of January 1, 2008. 
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Age Distribution 

 Percent of Population 
Age El Paso County Colorado United States 
  0-17 25.8% 24.3% 24.4% 
18-24 10.0 9.5 9.8 
25-34 14.9 15.0 13.4 
35-44 14.6 14.7 14.2 
45-54 14.9 15.1 14.5 
55-64 10.3 11.0 11.0 
65-74 5.3 5.7 6.6 
75 and Older 4.2 4.7 6.1 

  
Source:  Trade Dimensions International, Inc. “Demographics USA 2008,” County Edition. 
 
Income 

The following table sets forth annual per capita personal income levels for El 
Paso County, the State and the United States.  Per capita personal income levels in El Paso 
County have consistently been lower than personal income levels in the State and the United 
States during the period shown. 

Per Capita Personal Income 

Year El Paso County Colorado United States 
2003 $30,148 $34,041 $31,530 
2004 31,385 35,594 33,157 
2005 33,093 37,611 34,690 
2006 34,296 39,612 36,794 
2007 35,658 41,192 38,615 

  
Source: United States Department of Commerce, Bureau of Economic Analysis. 

The following two tables reflect the Median Household Effective Buying Income 
(“EBI”), and also the percentage of households by EBI groups.  EBI is defined as “money 
income” (defined below) less personal tax and nontax payments.  “Money income” is defined as 
the aggregate of wages and salaries, net farm and nonfarm self-employment income, interest, 
dividends, net rental and royalty income, Social Security and railroad retirement income, other 
retirement and disability income, public assistance income, unemployment compensation, 
Veterans Administration payments, alimony and child support, military family allotments, net 
winnings from gambling, and other periodic income.  Deductions are made for personal income 
taxes (federal, state and local), personal contributions to social insurance (Social Security and 
federal retirement payroll deductions), and taxes on owner-occupied nonbusiness real estate.  
The resulting figure is known as “disposable” or “after-tax” income. 
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Median Household Effective Buying Income 

Year El Paso County Colorado United States 
2004 $42,819 $43,544 $38,201 
2005 43,719 44,489 39,324 
2006 45,111 45,594 40,529 
2007 44,808 45,477 41,255 
2008 45,009 44,711 41,792 

__________________ 
Source: Sales & Marketing Management “Survey of Buying Power,” 2004-2005; and Trade Dimensions 

International, Inc. “Demographics USA,” County Edition, 2006 – 2008. 
 

Percent of Households by Effective Buying Income Groups – 2008 

Effective Buying 
 Income Group 

 
El Paso County 

 
Colorado 

 
United States 

Under $24,999 20.9% 22.3% 26.8% 
$25,000-49,999 36.0 34.5 33.3 
$50,000-74,999 21.6 20.7 19.7 
$75,000-99,999 12.5 12.3 11.0 
$100,000-149,999 6.3 6.7 6.0 
$150,000 or More 2.7 3.5 3.2 

__________________ 
Source:  Trade Dimensions International, Inc. “Demographics USA 2008,” County Edition. 
 
Employment 

The following table presents information on employment within El Paso County, 
the State and the United States, for the time period indicated. 
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Labor Force and Percent Unemployed 

 El Paso County Colorado United States 
 
Year 

Labor 
Force 

Percent 
Unemployed 

Labor 
Force 

Percent 
Unemployed 

Percent 
Unemployed 

2004 285,917 5.8% 2,535,421 5.6% 5.4% 
2005 291,230 5.4 2,580,751 5.1 4.9 
2006 297,909 4.7 2,642,744 4.4 4.4 
2007 299,986 4.4 2,686,426 3.9 4.8 
2008 301,927 5.8 2,730,447 4.9 6.9 
Month of May(1)    
2008 302,499 5.2% 2,714,866 4.5% 5.5% 
2009 300,526 7.8 2,702,483 7.4 9.4 

__________________ 
 (1) Most current revised figures available.  Figures for the County and the State are not seasonally adjusted. 
 
Source: State of Colorado, Department of Labor and Employment, Labor Market Information, Colorado Labor and 

Industry Focus and U.S. Department of Labor, Bureau of Labor Statistics. 
 

The following table sets forth the number of individuals employed in selected 
industries in El Paso County covered by unemployment insurance.  The largest employment  
sector in El Paso County for 2008 was government (comprising approximately 18.6% of the 
county’s work force), followed, in order, by retail trade; accommodation and food services; 
health care and social assistance; and professional and technical services.  For the 12-month 
period ended December 31, 2008, total average employment in the County decreased -0.9% as 
compared to the same 12-month period ending December 31, 2007, and average weekly wages 
increased 3.3% during the same time period. 
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Average Number of Employees Within Selected Industries – El Paso County 

Industry 2004 2005 2006 2007 2008 
Agriculture, Forestry, Fishing, Hunting 323 302 347 311 250 
Mining 143 188 163 135 133 
Utilities 566 559 573 608 657 
Construction 15,177 16,110 17,104 16,576 15,250 
Manufacturing 19,893 18,351 17,965 16,957 15,582 
Wholesale Trade 5,957 6,086 5,748 5,878 5,954 
Retail Trade 28,375 28,507 28,929 29,055 28,578 
Transportation & Warehousing 3,371 3,780 4,353 4,295 4,045 
Information 9,881 8,986 8,011 7,735 7,590 
Finance & Insurance 12,061 12,734 12,751 12,351 11,771 
Real Estate, Rental & Leasing 4,336 4,538 4,648 4,500 4,268 
Professional & Technical Services 17,739 19,217 19,971 20,279 21,289 
Management of Companies/Enterprises 899 851 830 961 881 
Administrative & Waste Services 16,394 16,944 18,449 19,321 18,183 
Educational Services 3,419 3,669 3,820 3,880 3,770 
Health Care & Social Assistance 19,881 20,486 21,019 21,759 22,989 
Arts, Entertainment & Recreation 3,732 3,797 3,852 3,882 4,152 
Accommodation & Food Services 23,416 23,790 24,768 24,938 24,541 
Other Services 9,741 9,677 9,481 9,648 9,566 
Non-classifiable 15 12 9 10 17 
Government   40,381   41,206   42,450   44,044   45,440 
  Total 235,699 239,786 245,239 247,123 244,907 

__________________ 
Source: State of Colorado, Department of Labor and Employment, Labor Market Information, Quarterly Census of 

Employment and Wages (QCEW). 
 
Major Employers 

The following table sets forth a brief description of the major employers located 
in El Paso County.  No independent investigation has been made regarding these major 
employers.  Therefore, there can be no representation as to whether or not such employers will 
retain their status as major employers in the County. 
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Largest Employers in El Paso County – June 2009 
1,000 or more employees 

 
Employer (1) Product or Service 
Fort Carson Military installation 
Peterson Air Force Base Military installation 
United States Air Force Academy Air Force base 
Schriever Air Force Base Military installation 
Memorial Hospital and Health Services Hospital/healthcare service provider 
El Paso County School District #11 – Colo. Springs Public education 
Penrose-St. Francis Health Services Hospital/healthcare service provider 
El Paso County School District #20 – Air Academy Public education 
City of Colorado Springs City government 
El Paso County County government 
Lockheed Martin Corporation Advanced technology systems 
The Broadmoor Hotel Hotel/resort 
Colorado Springs Utilities Electric, gas, water service provider 
University of Colorado at Colorado Springs Higher education 
Hewlett Packard Storage engineering, in-out bound sales 
El Paso County School District #2 – Harrison Public education 
Progressive Insurance Company Personal/commercial auto insurance 
El Paso County School District #49 – Falcon Public education 
Verizon Business Software/security systems developer 
Focus on the Family Religious media producer/lobbyist 
ITT Industries Inc. – System Division Radar/communications systems developer 
Atmel Corporation Memory design/manufacturer 
El Paso County School District #3 – Widefield Public education 
United Services Automobile Assoc. (USAA) Underwriting/claims service for nine states 
Pikes Peak Community College Higher education 
   
(1) Entities that employ 1,000 or more employees. 
 
Source: Colorado Springs Economic Development Corporation. 
 
Retail Sales 

Annual retail sales figures for the City, El Paso County and the State are set forth 
below.   
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Retail Sales 
(in thousands) 

Year 

City of 
Colorado 
Springs 

Percent 
Change 

El Paso 
County 

Percent 
Change Colorado 

Percent 
Change 

2004 $ 9,653,119 -- $11,004,831 -- $114,280,780 -- 
2005 10,395,827 7.7% 11,830,873 7.5% 122,907,090 7.5% 
2006 10,905,132 4.9 12,543,161 6.0 133,531,307 8.6 
2007 12,005,699 10.1 13,779,102 9.9 148,673,216 11.3 
2008 11,732,018 (2.3) 13,653,152 (0.9) 152,747,684 2.7 

__________________ 
Source: State of Colorado, Department of Revenue, Sales Tax Statistics, 2004-2008. 
 
Current Construction 

The following table sets forth the number of permits issued for both residential 
and commercial construction in the County during the time period indicated. 

Building Permits Issued for New Structures in El Paso County(1) 

 Single Family Multi-Family(2) Commercial(3) 
Year Permits Value Units Value Permits Value 
2004 5,060 $713,608,537 1,424 $179,198,536 374 $112,824,262 
2005 5,314 791,764,881 1,458 165,478,043 351 169,004,781 
2006 3,446 616,774,229 973 116,164,433 319 191,381,631 
2007 2,135 413,753,784 956 110,410,618 409 311,915,744 
2008 1,223 261,700,154 762 94,804,836 319 333,205,071 
2009(4) 519 180,792,268 142 24,141,436 77 188,848,477 

__________________ 
 (1) Pikes Peak Regional Building Department issue permits for unincorporated El Paso County and for the 

municipalities of Colorado Springs, Fountain, Green Mountain Falls, Manitou Springs, Monument, and Palmer 
Lake. 

(2) Includes townhouses, duplexes, condominiums, and multi-family buildings. 
(3) Includes hotels, motels, amusement/recreation, manufacturing, offices, banks and professional buildings; and 

stores and other retail buildings. 
(4) Number of permits issued through June 2009. 
 
Source: Pikes Peak Regional Building Department. 



 

F-8 

Foreclosure Activity 

The following table sets forth the number of foreclosures filed in El Paso County 
during the time period shown.  Such information only represents the number of foreclosures filed 
and does not take into account foreclosures which were filed and subsequently redeemed or 
withdrawn. 

History of Foreclosures – El Paso County 

Year 
Number of 

Foreclosures Filed 
Percent 
Change 

2004 2,298 -- 
2005 2,289 (0.4)% 
2006 2,570 12.4 
2007 3,556 39.2 
2008 4,602 29.4 
2009(1) 2,679 -- 

  
(1) Number of foreclosure filed through June 2009.  This total is a 5.8% decrease from the number of filings for 

same time period in 2008 (2,531 filings). 
 
Source: El Paso County Public Trustee’s Office.  
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SECTION 1.0

Introduction

Authorization and Report Organization
Colorado Springs Utilities (Springs Utilities) retained CH2M HILL to prepare this
Engineering Report as a condition to the issuance of the City of Colorado Springs, Colorado
(City), Utilities System Subordinate Lien Improvement Revenue Bonds, Series 2003B (2003B
Bonds). The proceeds of the 2003B Bonds will be applied to finance the initial cost of the
capital addition known as the Southern Delivery System.

This Engineering Report is divided into the following sections:

• Section 1 – Introduction. Includes introductory and document organization
information, plus reference information, report requirements, and key assumptions.

• Section 2 – Colorado Springs Utilities. Includes a description of the organization and
structure of Springs Utilities. The five utility services, water, wastewater, electric, gas,
and street light, are briefly introduced; and the Springs Utilities’ 10-year Capital
Improvements Plan (CIP) is summarized.

• Section 3 – Springs Utilities Raw Water Delivery Systems. Includes a description of the
existing raw water delivery systems, their respective yield, and the ability of existing
infrastructure to deliver this yield to the Springs Utilities’ water system service area.
Also included is an assessment of projected demands relative to estimated delivery
capacity to determine the anticipated date a new water supply system is needed.

• Section 4 – Implementation of a New Water Delivery System. Demonstrates the
feasibility of the Southern Delivery System relative to other alternative water delivery
projects. Describes the proposed capital improvements that are required for the overall
Southern Delivery System program, and specifically those that will be funded by the
2003B Bonds. Also provides estimated cost and schedule information for the Southern
Delivery System Capital Addition.

• Section 5 – Financial Analysis. Discusses the forecast of projected revenues, associated
rate requirements, and projected rate increases, which are expected to finance the
ongoing CIPs, of which the Southern Delivery System is a part. A debt service coverage
ratio forecast is also presented.

• Section 6 – Study References. Provides a list of documents CH2M HILL reviewed to
prepare this Engineering Report.
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Requirement for Study and Relationship of CH2M HILL
The City’s Bond Ordinances require that “If the additional Parity Bonds are to be issued to
finance a Capital Addition, the City shall have complied with the conditions set forth in
subsections A and B above and, in addition, the City shall have obtained:

(a) from an Independent Engineer a comprehensive engineering report for the Capital
Addition to be financed (“Engineering Report”), which report shall (i) contain
(1) detailed estimates of the cost of acquiring and constructing the Capital Addition,
(2) the estimated date the acquisition and construction of the Capital Addition will
be completed and commercially operative, and (3) a detailed analysis of the impact
of the Capital Addition on the financial operations of the System during the
construction thereof and for at least three Fiscal Years after the date the Capital
Addition is estimated to become commercially operative, and (ii) conclude that
(1) the Capital Addition is necessary and will substantially increase the capacity, or
is needed to replace existing facilities, or constitutes new transmission facilities to
meet current and projected demands for the service or product to be provided
thereby, and (2) the estimated cost of providing the service or product from the
Capital Addition will be reasonable in comparison with projected costs for
furnishing such service or product from other reasonably available sources; and

(b) a certificate of an Independent Engineer to the effect that, based on the Engineering
Report prepared for the Capital Addition, the projected Net Pledged Revenues for
each of the three Fiscal Years subsequent to the date the Capital Addition is
estimated to become commercially operative (as estimated in the Engineering
Report) will be not less than 130 percent of the Average Annual Principal and
Interest Requirements of the Outstanding Bonds, any Outstanding First Lien Bonds,
any Outstanding Parity Bonds and the Parity Bonds proposed to be issued, and all
Parity Bonds estimated to be issued, if any, during the period from the date the first
series of Parity Bonds for the Capital Addition is to be delivered through the third
Fiscal Year subsequent to the date the Capital Addition is estimated to become
commercially operative, for all Capital Improvements and for all Capital Additions
then in progress or then being initiated.”

CH2M HILL was retained as the Independent Engineer to prepare this Engineering Report
summarizing the feasibility, implementation, and projected near- and long-term financial
impacts of acquiring and constructing the Southern Delivery System as a Capital Addition
for Springs Utilities. CH2M HILL has served as a consultant to Springs Utilities for many
years. During that time, CH2M HILL has helped evaluate alternative water delivery
projects, conducted other studies related to Springs Utilities’ operations, and provided
design and construction services.

Forward-looking Statements
This Engineering Report contains statements which, to the extent they are not recitations of
historical fact, constitute “forward-looking statements.” In this respect, the words
“estimate,” “project,” “anticipate,” “expect,” “intend,” “believe,” “forecast,” and similar
expressions are intended to identify forward-looking statements. The achievement of certain
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results or other expectations contained in such forward-looking statements involve known
and unknown risks, uncertainties, and other factors that may cause actual results, perform-
ance, or achievements to be materially different from any future results, performance, or
achievements expressed or implied by such forward-looking statements.

Assumptions and Limitations
CH2M HILL made certain assumptions about future Southern Delivery System conditions.
Although these assumptions are reasonable for the purposes of this Engineering Report,
actual conditions may differ from those assumed. To the extent that future conditions differ
from those assumed, results will vary from those forecast. Given the forward-looking nature
of some of the information and the need to rely on information provided by others,
CH2M HILL also has established certain limitations regarding the information presented in
this Engineering Report. Key assumptions and limitations are summarized below, others are
noted in specific portions of this Engineering Report. Specifically, Section 5.0, Financial
Analyses, includes listings of a variety of assumptions used as part of the financial
evaluations presented in this Engineering Report.

• The subject of this Engineering Report is the first proposed construction phase of the
Southern Delivery System. The overall Southern Delivery System is assumed to include
a main delivery system plus several phased additional portions. The initial delivery
system is known as Phase 1 and is assumed to include a diversion from the Arkansas
River system, which is expected to include a connection to the outlet piping system from
Pueblo Dam, three raw water pump stations, about 45 miles of 66-inch-diameter raw
water pipeline, a new 50-million-gallons-per-day (mgd) water treatment plant (WTP),
about 16 miles of finished water pipelines, and a variety of appurtenant facilities
required to allow these features to operate together as a system (Phase 1). Later phases
are planned to include the Jimmy Camp Creek Reservoir; the Williams Creek Reservoir;
WTP expansions to 100, 150, and 180 mgd; and elements of the Preferred Storage
Options Plan (PSOP). The PSOP includes the re-operation of Pueblo Reservoir to store
non-Fryingpan-Arkansas project water, and the enlargement of the Pueblo Dam and
reservoir system. Phase 1 is the Capital Addition referred to in this Engineering Report
and is the project for which the initial costs will be funded by 2003B Bonds. Phase 1 is
expected to cost $490 million (in third quarter 2002 dollars). Of this, Springs Utilities’
share of the cost is expected to be about $406 million. The remainder are assumed to be
provided by the City of Fountain (Fountain) and Security Water District (Security).

• The following is the assumed schedule for each phase of the Southern Delivery System
to be commercially operational:

Southern Delivery System – Phase 1 2009

Re-operation of Pueblo Dam (PSOP)see note   before 2009

Jimmy Camp Creek Reservoir 2012

Enlarging Pueblo Dam/Reservoir (PSOP)see note 2012

Southern Delivery WTP Expansion to 100 mgd 2017
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Williams Creek Exchange Reservoir 2025

Southern Delivery WTP Expansion to 150 mgd 2025

Southern Delivery WTP Expansion to 180 mgd 2033

Note: Re-operation and enlargement of Pueblo Reservoir were assumed to be commercially
available as shown; however, neither project is critical to the ability of the Southern
Delivery System to provide the required water yield until after 2024.

• Implementation of all of the phases of the Southern Delivery System are required to take
advantage of the full design capacity and associated water rights available to Springs
Utilities, Fountain, and Security. It is assumed that all phases will be implemented as
they are needed. The anticipated implementation schedule is based on the best demand
projections available to CH2M HILL at the time this Engineering Report was prepared.

• The project is currently being implemented as a partnership among Springs Utilities,
Fountain, and Security. Table 2-1 shows the pro rata participation share in the various
project elements. The Intergovernmental Agreement permits one or more of the partners
to elect not to participate in the Southern Delivery System. This decision must be made
not later than December 31, 2003, or 90 days following the Southern Delivery System
Project Manager’s determination of the best technical alternative for delivery of raw
water into the pipeline, whichever is later. For the purposes of this Engineering Report,
it is assumed that none of the three current partners will elect not to participate in the
Southern Delivery System.

• The re-operation of Pueblo Reservoir and the raising of Pueblo Dam are both key
projects that support the eventual development of the full yield of the Southern Delivery
System. These projects will be implemented by the Southeastern Colorado Water
Conservancy District as part of the PSOP. The portion of these projects being sponsored
(paid for) by Springs Utilities are considered a part of the future phases of the Southern
Delivery System. These projects require congressional approval at the federal level.
Legislative bills to obtain this approval were not pending in Congress at the time this
Engineering Report was prepared. However, this situation was being actively
considered by a large number of people from the many water agencies that have a stake
in the PSOP. It is expected that the required legislation will be introduced in the House
of Representatives by the end of 2003. Given the often uncertain timing of congressional
actions, Springs Utilities evaluated the impact that the PSOP projects could have on the
ability to use the Southern Delivery System. That evaluation showed that the earliest
time the additional capacity provide by the PSOP projects would be needed to meet
demands was 2024. Therefore, for the purposes of this Engineering Report, it is assumed
that the applicable legislation will be sponsored, approved by Congress, and signed by
the President in advance of the time the PSOP is needed for Springs Utilities to meet
demands that cannot otherwise be met using the Southern Delivery System.

• As noted in the Official Statement for 2003B Bonds, the County of Pueblo has adopted
regulations pursuant to C.R.S. § 24-65.1-402 (1041 Regulations), which establish
guidelines for site selection and construction of major new domestic water and sewage
treatment systems, among other activities. The Southern Delivery System is a major new
domestic water system as defined by the statute and the Pueblo County Code
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§17.164.010(A)(1). The City, on behalf of Springs Utilities, will be required to apply for a
permit from the County of Pueblo pursuant to its 1041 Regulations. Representatives
from Springs Utilities and the County of Pueblo have begun discussing this permitting
process. As with any such process, there is always the potential that the County of
Pueblo can cause significant costs or delays, or that the permit may be denied. For the
purposes of this Engineering Report, it was assumed that Springs Utilities and the
County of Pueblo would reach mutual agreement on issues related to the Southern
Delivery System, and that the 1041 permitting process would neither delay the
implementation of Phase 1 of the Southern Delivery System, nor significantly increase
the costs estimated for the work.

• The City of Pueblo has been vocal in its opposition to the Southern Delivery System
because of its perceived negative impact on instream flows in the Arkansas River
through Pueblo. Springs Utilities and the City of Pueblo have conducted several
meetings and workshops concerning this subject, and recent actions suggest that a
resolution to this issue might be negotiated to the mutual benefit of both entities.
However, at the time this Engineering Report was prepared, no formal agreement had
been reached, and the risk of project opposition by the City of Pueblo remains a
possibility. For the purposes of this Engineering Report, it was assumed that Springs
Utilities and the City of Pueblo would reach mutual agreement on issues related to the
Southern Delivery System, and that such agreement would neither delay the
implementation of Phase 1 of the Southern Delivery System, nor significantly increase
the costs estimated for the work.

• The main water supply for the Southern Delivery System is planned for diversion into
the system using the outlet works and associated piping at Pueblo Dam. These features
were not originally designed to account for flows delivered to Springs Utilities. Thus,
some physical modifications and institutional arrangements regarding the dam outlet
works and piping will be required. Physical modifications are expected to be
accomplished by coordinating design efforts through the United States Bureau of
Reclamation (Reclamation), which owns and operates the dam and outlet works.
Institutional arrangements will be needed to guarantee capacity protection for all
existing users. Given the required changes and need for cooperative agreement among
multiple agencies, some risk of delay is evident. However, this issue is being actively
coordinated with Reclamation, and progress toward a mutually agreeable solution has
been made. Accordingly, for the purposes of this Engineering Report, it was assumed
that Springs Utilities, Reclamation, and other users would reach mutual agreement on
issues related to supplying water for the Southern Delivery System through Pueblo
Dam, and that  the agreement would neither delay the implementation of Phase 1 of the
Southern Delivery System, nor significantly increase the costs estimated for the work.

• Springs Utilities has projected water demands using a combination of per capita
demand and population growth projections. Springs Utilities developed this
information using extensive analyses, and CH2M HILL was not directly involved. The
projected population growth and demands appear to be reasonable in light of similar
work done in the mid-1990s in support of the 1996 Springs Utilities Water Resources
Plan. CH2M HILL also notes that these population projections have proven reasonably
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accurate to date. Accordingly, CH2M HILL has assumed that the growth of water
demands and customer base as projected by Springs Utilities.

• CH2M HILL has prepared initial capital and operating cost estimates for construction of
the Southern Delivery System through 2012. However, as is customary for this type of
assignment for a large utility, CH2M HILL has not performed a comprehensive audit or
examination of Springs Utilities at either the combined or service level, nor have we
examined or audited the operations of its majority-owned component units and joint
ventures.
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SECTION 2.0

Colorado Springs Utilities

City of Colorado Springs
The City is a home rule municipal corporation with a current population of approximately
361,000 located in the south-central Front Range of Colorado. The City was organized and
exists under the laws of the State of Colorado and, in particular, under the provisions of the
Constitution of the State and the City’s home rule charter.

Nature of Springs Utilities
Springs Utilities was created by the home rule charter of the City. It is organized into several
operating divisions responsible for various functions associated with the delivery of electric,
water, wastewater, gas, and street light services (collectively, the System).

The System’s service area includes some or all of the City, Manitou Springs, and many of the
suburban residential areas. The military installations of Fort Carson, Peterson Air Force
Base, and the U.S. Air Force Academy receive water, electricity, and gas from the System.
Peterson Air Force Base also receives wastewater treatment service from the System.

Services
Springs Utilities provides residential, commercial, industrial, and some wholesale services
in five main service sectors including water, wastewater, electric, gas, and street lighting.
These services are summarized below. More detailed information regarding the key
characteristics of these systems is included in the Official Statement for Series 2003B
Subordinate Lien Revenue Bonds.

Water System
The Water System serves an estimated 386,700 persons. This represents the City’s popula-
tion, people living in the Ute Pass communities west of the City, military bases, and other
areas outside the City limits. The City owns potable and nonpotable water resources that, if
fully developed, will provide a firm yield in a dry year of about 181,400 acre-feet. Presently
developed potable water supply sources consist of surface-water and groundwater
resources that are capable of providing a firm yield of 140,100 acre-feet per year (ac-ft/yr)
(about 125 mgd). However, that yield is not fully available to Springs Utilities because the
existing system of pipelines, pump stations, and other facilities does not have the capacity to
convey source water to the service area. Springs Utilities staff estimate that about
100,600 ac-ft/yr (90 mgd) can be effectively conveyed into the service area from these
sources. By 2004, system improvements that are currently being implemented should
increase that conveyance capacity to about 117,500 ac-ft/yr (104.9 mgd). Water System staff
believe this capacity will be sufficient until about 2009.
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The Water System’s total rated water treatment capacity is 219 mgd from five treatment
plants (excluding the Fountain Valley Authority [FVA] capacity available to the City),
and its treated water storage capacity is 102,922,000 gallons. The FVA’s WTP provides an
additional potential 13 mgd to the Water System’s treatment capacity, although pumping
capacity limits deliveries from this plant to 11 mgd. Therefore, the Water System can deliver
up to 230 mgd. Maximum peak water use in a single day was 182,405,000 gallons in July
2001. Water System staff believe its treatment capacity will be sufficient beyond 2010.

The Water System has raw water storage capacity of approximately 188,451 acre-feet in
24 reservoirs. All but four of the raw water storage reservoirs are connected to the Water
System’s treatment plants by pipelines. Under existing contractual arrangements, Springs
Utilities’ participation in the FVA provides approximately 57,100 acre-feet of additional raw
water storage capacity for Fryingpan-Arkansas water. The Water System also has covered
treated water storage capacity of approximately 103 million gallons.

The Water System has approximately 1,738 miles of water main that have been constructed
since 1954. The system is subject to leakage losses of approximately 2 percent.

Springs Utilities believes its capacity to deliver raw water from remote watersheds to local
storage, including currently planned capacity improvements to the existing system, will be
adequate until approximately 2009. Various alternatives are being considered to fully
develop the City’s water resources entitlements and to satisfy the City’s post-2009 needs for
additional delivery of raw water. Springs Utilities staff believe it will have sufficient water
supply entitlements to meet the growing needs of the area served by the Water System
through the year 2040. The loss of entitlement, delays in the development of additional
facilities, or growth of population in excess of projections could result in interim water
delivery shortages.

Drought Conditions in the Region
Colorado, along with most of the western United States, is currently experiencing prolonged
drought conditions. As a result of this, the water levels in Springs Utilities water storage
reservoirs are below normal while water demand has remained high, although lower than
demand during 2002. To decrease water demand, the City Council approved mandatory
water restrictions for all water customers, increased the summer rate for general service
users, and implemented inclining block rates for residential users in 2002. Outside watering
restrictions are still in effect for 2003.

Reuse of Imported Water Return Flows
The City has the right (and in some cases, the obligation) to reuse its imported (transmoun-
tain) and certain other water return flows as many times as possible. Return flows include
those flows discharged directly or indirectly (runoff or subsurface flow) to Fountain Creek
and ultimately the Arkansas River. Both direct and exchange reuse are available to Springs
Utilities. Direct reuse involves using reclaimed wastewater or similar return flows for
beneficial uses such as turf watering. Exchange reuse involves discharging treated waste-
water into the Arkansas River via Fountain Creek to replace raw water diverted from the
Arkansas River system higher in the watershed. Exchange reuse also includes replacing
diversions in local watersheds, augmenting well pumping, and reusing local water.
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The amount of water actually available for reuse depends on the amount of reusable water
delivered to the system and the consumptive use within the distribution system. Based on
present projections, the total return flow available for first reuse is expected to be approxi-
mately 57,000 acre-feet annually when all presently known reusable water sources are
developed.

Joint Water Authorities
The City is a participant with the FVA and the Aurora-Colorado Springs Joint Water
Authority (with the City of Aurora), each of which is a separate political subdivision of
Colorado and treated as a component unit of the City for financial reporting purposes.

The FVA constructed a WTP with an 18-mgd capacity approximately 17 miles south of the
City. Springs Utilities operates the plant under contract with the FVA. The City is entitled to
receive approximately 71 percent of the water treated at the FVA plant. The remaining
water is available to the other FVA participants: Fountain, Security, the Stratmoor Hills
Water District, and the Widefield Water and Sanitation District. Each of these participants
owns and operates a water distribution system.

The Aurora-Colorado Springs Joint Water Authority has constructed a 66-inch-diameter
pipeline to connect the Twin Lakes Dam with the Otero Pumping Station intake pipeline.
Twin Lakes Dam is located approximately 12 miles south of Leadville, Colorado, and the
Otero Pumping Station is located approximately 10 miles north of Buena Vista, Colorado.
The pipeline was constructed to increase the capacity of the Otero Pumping Station,
decrease pumping costs, and eliminate seasonal operating difficulties. Springs Utilities has a
two-thirds participation share in the Aurora-Colorado Springs Joint Water Authority’s
project.

Wastewater System
The Wastewater System provides services for the City and other areas approved by the City
Council on a long-term, contractual basis, including Peterson Air Force Base Field, Manitou
Springs, and the Stratmoor Hills Water and Sanitation District. An average of nearly
48,190,000 gallons per day is treated, for a per capita treatment of about 129 gallons per day.
As of December 2002, Springs Utilities had approximately 1,500 miles of sewer main.

The Wastewater System operates regional wastewater treatment facilities with a single dis-
charge point. The design capacity is 65 mgd, with a peak capacity of 75 mgd during the
summer.

Springs Utilities operates the Las Vegas Street Wastewater Treatment Plant and discharges
wastewater to Fountain Creek under the terms of a Colorado Discharge Permit System per-
mit. The permit was issued in 1999, pursuant to the federal Clean Water Act. Under its
existing permit, Springs Utilities is required to monitor its wastewater discharge and pro-
vide a monthly monitoring report to the U.S. Environmental Protection Agency and the
Colorado Department of Public Health and Environment.

In 2000, Springs Utilities completed a Wastewater Infrastructure Strategic Plan, which iden-
tified the need for a new regional wastewater treatment facility in the Monument Creek
Basin to accommodate new development in the northern portion of the Monument Creek
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Basin and northeastern portion of the Sand Creek Basin. The new plant will be known as the
“Northern Water Reclamation Facility” and is planned for completion in 2006.

The Wastewater Infrastructure Strategic Plan also identified the need for another new
regional wastewater treatment facility to serve the Jimmy Camp Creek Basin. The identified
facility is known as the “Regional Water Reclamation Facility.” It will be located south of the
City and could serve the growth needs for Springs Utilities and other El Paso County
wastewater providers. Construction will be triggered by development in the Jimmy Camp
Creek Basin. The Regional Water Reclamation Facility is expected to be needed between
2007 and 2010. Studies are being performed to site the Regional Water Reclamation Facility,
and land may be acquired in 2004.

Electric System
The Electric System provides retail electric service to metropolitan Colorado Springs and
Manitou Springs, and delivers special contract power to Fountain, the U.S. Air Force
Academy, Peterson Air Force Base, and Fort Carson. More than 90 percent of the population
of El Paso County is directly or indirectly served by the Electric System.

Power supplies for the System, totaling about 600 megawatts (excluding purchased power
and power from Front Range Power Company, L.L.C., as described below), include a series
of coal-, gas-, and oil-burning generation stations, and a small amount of hydropower.
About 75 percent of the locally generated (nonpurchased)power is derived from coal-fired
plants. About another 300 megawatts of power supplements the System through contract
power purchases from larger western regional power wholesalers and from the new Front
Range Power Company, L.L.C. plant.

Springs Utilities is a 50 percent owner in Front Range Power Company, L.L.C., which has
constructed a 480-megawatt natural gas-fired combined cycle facility. This additional
capacity will help Springs Utilities meet intermediate capacity demands. The Front Range
Power Company, L.L.C. station reached final completion on May 23, 2003.

As of December 31, 2002, the Electric System’s transmission and distribution system con-
sisted of approximately 2,063 miles of overhead and 1,109 miles of underground line. The
overhead network includes about 82 miles of 115-kilovolt (kV) and 117 miles of 230-kV line.
The underground network consists of 21 miles of 115-kV line. The Electric System has
9 transmission substations and 45 distribution substations. The transmission system is inter-
connected with Western Area Power Administration at the Midway Substation south of the
Springs Utilities’ Nixon Plant, and with Xcel Energy at the Fuller Substation and Kettle
Creek Substation in the northeast part of the City.

Springs Utilities is a member of the Rocky Mountain Reserve Group. This group consists of
10 power suppliers operating in Colorado, Wyoming, Nebraska, and South Dakota. The
participants pool their reserve capacities and provide mutual assistance during
emergencies. Participants must maintain reserve capacity based on their loads and their
largest hazard as a ratio of the pool load and the largest generating unit within the pool.
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Gas System
The Gas System operates a local distribution system supplying natural gas to approximately
150,000 customers in a 500-square-mile service area. In addition to the City, the service area
includes Manitou Springs, the U.S. Air Force Academy , and the northerly portion of Fort
Carson. The Gas System purchases gas under contracts with a variety of gas suppliers
including nationwide marketing companies, and national and regional production
companies. Colorado Interstate Gas transports the natural gas to the Gas System’s
distribution facilities pursuant to various firm, interruptible, and “no notice” transportation
agreements.

A propane-air plant (peak-shaving facility) and contract storage services supplement the
purchased gas. The propane-air plant is owned and operated by Springs Utilities and has a
capacity of 30,000 million cubic feet per day. Contract storage service includes the Young
Storage Field in which the Springs Utilities is a 5 percent owner.

The Gas System’s customer base continues to grow at approximately the same rate as the
population of the Colorado Springs area. Natural gas continues to be the preferred fuel for
space and water heating for residential and commercial customers, and because of this, the
saturation of providing gas service to each residence and business is nearly 100 percent.

Street Light System
Effective February 1, 2003, the City Council designated the Street Light System as a separate
Springs Utilities system. The City Council authorized Springs Utilities to recover its costs
through a street light service charge to be included as a line item on utility bills for
customers within the City limits. The service charge is not applicable to customers outside
the City limits. Springs Utilities continues to provide street lighting service under tariffs to
governmental and quasi-governmental entities beyond City limits.

In August 2003, a lawsuit was filed against the City and Springs Utilities claiming, among
other things, that the imposition of the street light service charge by Springs Utilities
violates certain provisions of the Colorado Constitution and the Charter. This matter is
awaiting determination.

Financial Structure
Combined System
As discussed in the body of the Official Statement, bonds issued by the City, payable from
System revenues, do not constitute a debt or an indebtedness of the City, nor do they
constitute a multiple fiscal year (FY) direct or indirect financial obligation of the City.
System revenue bonds will be paid using only revenues from the operation and use of
Springs Utilities’ System, after all operation and maintenance expenses of the System are
paid. Revenues in excess of operation and maintenance costs are referred to as “Net Pledged
Revenues.”

This pledge is subordinate to approximately $291 million of first-lien bonds. The first lien is
a closed lien, meaning that no additional senior bonds can be issued. The bond ratings on
the first and subordinated liens are not differentiated.



SECTION 2.0 COLORADO SPRINGS UTILITIES

RDD/032450007 (CLR2365.DOC) 2-6

Southern Delivery System Project
Springs Utilities has entered into an Intergovernmental Agreement effective August 1, 2003,
with Fountain and Security for the construction of the Southern Delivery System. This
agreement specifies the terms and conditions of each entity’s participation in the Southern
Delivery System. Springs Utilities will act as the lead agency for the Southern Delivery
System. Table 2-1 shows the pro-rata shares of the three participants’ expected costs of
Phase 1 of the Southern Delivery System.

TABLE 2-1
Prorated Distribution of Phase 1 Southern Delivery System Construction Costs

Estimated Costs ($1,000)

Project Element

Capital
Cost

Estimate
($)

Springs
Utilities

(%)
Fountain

(%)
Security

(%)
Total
(%)

Springs
Utilities

($)
Fountain

($)
Security

($)
Total

($)
Common Project
Costs

38,293 85.31 13.53 1.16 100.00 32,668 5,181 444 38,293

Raw Water
Conveyance

278,927 84.79 13.46 1.75 100.00 236,502 37,544 4,881 278,927

Finished Pipelines
Common Finished
Pipelines

25,574 57.03 38.02 4.95 100.00 14,585 9,723 1,266 25,574

Springs Utilities/
Security Finished
Pipelines

8,778 92.00 0.00 8.00 100.00 8,076 - 702 8,778

Springs Utilities
Finished Pipelines

5,644 100.00 0.00 0.00 100.00 5,644 - - 5,644

Fountain Finished
Pipelines

6,106 0.00 100.00 0.00 100.00 - 6,106 - 6,106

Security Finished
Pipelines

100 0.00 0.00 100.00 100.00 - - 100 100

Finished Pipelines
Total

46,202 28,305 15,829 2,068 46,202

Water Treatment
Plant

112,357 84.60 14.66 0.74 100.00 95,054 16,472 831 112,357

JCC Reservoir Land
Acquisition

14,625 91.80 8.20 0.00 100.00 13,426 1,199 - 14,625

Total 490,404 82.78 15.54 1.68 100.00 405,954 76,225 8,225 490,404
Refer also to Table 4-2. "Contingencies" and "Other Costs" from Table 4-2 have been distributed to the various project
elements in this table.

Capital Improvements
The recent growth rate in the local economy has been fairly high, although growth rates are
assumed to moderate over the next decade. Utility infrastructure expenditures will remain
high for all service divisions primarily due to capacity additions such as the Southern
Delivery System and major infrastructure needs in the water, wastewater, electric, gas, and
unregulated sales systems.

Springs Utilities has provided a 10-year CIP for each of its five systems, plus one for capital
improvements needed for unregulated services. These CIPs are updated annually and are
used for Springs Utilities’ financial projections, and sales and revenue forecasts. Currently,
Springs Utilities indicates that all known planned improvements in each division of the
service area are included in the CIPs, except for the Southern Delivery System. In support of
this Engineering Report, a 10-year CIP and associated cash flow were developed for the



SECTION 2.0 COLORADO SPRINGS UTILITIES

RDD/032450007 (CLR2365.DOC) 2-7

Southern Delivery System. Supporting information and financial analyses described in this
Engineering Report establish and use the Southern Delivery System cash-flow information
in conjunction with all other known capital improvement spending projections to evaluate
the financial strength of Springs Utilities with consideration given to all projected capital
improvements over the next 10 years.

The accuracy of Springs Utilities’ long-range capital expenditure forecasts and the timing of
construction of a number of the proposed major capital projects are dependent on future
economic conditions, population growth within Springs Utilities’ water system service area,
and other factors beyond its control, such as environmental regulations.
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SECTION 3.0

Springs Utilities Raw Water Delivery System

The Southern Delivery System is proposed as a new water delivery system to supplement
Springs Utilities’ existing water supplies. The Southern Delivery System will deliver and
treat raw water to potable water quality for customers in the Springs Utilities, Fountain, and
Security water system service areas. This section describes Springs Utilities’ existing raw
water supply/delivery systems and their limitations relative to meeting anticipated future
demands. In this section, the required delivery rate and the estimated time frame when new
raw water supplies are needed are also established.

Current Raw Water Supplies
Springs Utilities currently obtains raw water supplies from a variety of sources. These
sources include local systems, the Blue River System, the Homestake System, the Twin
Lakes System, the Fryingpan-Arkansas Project, the Turquoise Reservoir Colorado Fuel and
Iron Corporation (CF&I) Decree, Arkansas River Exchanges, Colorado Canal System, and
groundwater.

Table 3-1 presents a summary of the raw water supplies available to Springs Utilities.

TABLE 3-1
Summary of Raw Water Supplies Available to Springs Utilities

Firm Yield

Source ac-ft/yr mgd Conveyance System

Local Systems 23,900 21.3 Local

Blue River System 10,200 9.1 Blue

Homestake System 13,800 12.3 Homestake (Otero)

Twin Lakes System 35,000 31.3 Homestake (Otero)

Fryingpan-Arkansas Project 14,200 12.7 FVA

Turquoise Reservoir CF&I Decree n/aa n/a Homestake (Otero)

Arkansas River Exchanges (2002) 27,700 24.7 Homestake (Otero)

Colorado Canal System 13,700 12.2 Homestake (Otero)

Total 138,500b 123.6
aFirm yield of Turquoise Reservoir CF&I Decree is less than 100 ac-ft/yr and is not included in official yield
summaries.
b1,600 ac-ft/yr (1.4 mgd) of existing groundwater supply is not included in this table. Up to about 2,800 ac-ft/yr
(2.5 mgd) of additional undeveloped (or under development) groundwater supplies are also not listed. No specific
conveyance system is associated with groundwater supply deliveries.
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Local Systems
As early as the 1890s, residents of Colorado Springs began developing water supply systems
on the flanks of Pike’s Peak to augment the previously developed supplies from streams in
the Fountain Creek Basin that flowed through town. These local systems met the City’s
needs until the 1950s when the Blue River system was added to the supply. The local system
includes nine systems with a firm yield for potable water service of 23,900 ac-ft/yr, as
reported by Springs Utilities, Resource Supply Department (2003).

Blue River System
The Blue River System was constructed in the 1950s, and was the first transmountain system
operated by Springs Utilities. The project diverts water from the headwaters of the Blue
River and its tributaries above the Town of Breckenridge, Colorado. The Blue River is
tributary to the Colorado River. Diverted water is conveyed under the Continental Divide to
Montgomery Reservoir on the Middle Fork of the South Platte River. At Montgomery
Reservoir, Blue River flows are commingled with water diverted from the South Platte River
and conveyed to the City via the Blue River pipeline. Because of Montgomery Reservoir’s
junior water right, a water yield from the South Platte River is only realized occasionally
and is, therefore, not part of the firm yield. The firm yield of the Blue River system is
10,200 ac-ft/yr as reported in the Springs Utilities 1996 Water Resources Plan.

Homestake System
The Homestake System includes Phase I and Phase II projects. Only Phase I has been devel-
oped. Homestake I (Phase I) diverts water from the headwaters of Homestake Creek and its
tributaries. Homestake Creek is a tributary to the Eagle River, which is a tributary to the
Colorado River. Diverted water is collected in Homestake Reservoir, and is conveyed into
Turquoise Reservoir via the Homestake Tunnel and Lake Fork Creek. Water is conveyed to
Colorado Springs via the Homestake Pipeline via the Otero Pump Station (often referred to
as the “Otero Conveyance System”). The yield from the Homestake System is shared
between Colorado Springs and the City of Aurora. The firm yield for Springs Utilities from
Homestake Phase I is 13,800 ac-ft/yr, as reported in the Springs Utilities 1996 Water
Resources Plan.

Twin Lakes System
The Twin Lakes System includes diversions from the headwaters of the roaring Fork River
and its tributaries, and from Lake Creek, which is a tributary to the Arkansas River. Flows
diverted from these sources are collected in Grizzly Reservoir and conveyed under the
Continental Divide through Twin Lakes Tunnel No. 1, then into Lake Creek and Twin Lakes
Reservoir. Twin Lakes Reservoir is an impoundment on Lake Creek where additional yield
is developed by diverting Lake Creek flows. From Twin Lakes Reservoir, flows are con-
veyed to Colorado Springs via the Homestake Pipeline. The Twin Lakes supply is devel-
oped from a system owned and operated by the Twin Lakes Reservoir and Canal Company.
Springs Utilities owns about 54.7 percent of the total shares in this company, which results
in a commensurate share of the Twin Lakes System’s yield. The firm yield for Springs
Utilities from the Twin Lakes System is 35,000 ac-ft/yr, as reported in the Springs Utilities
1996 Water Resources Plan.
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Fryingpan-Arkansas Project
The Fryingpan-Arkansas Project is a major transmountain diversion project that diverts
water from the headwaters of the Fryingpan River into the Arkansas River. The project also
includes Pueblo Reservoir. The Fryingpan River is a tributary to the Roaring Fork River,
which is a tributary to the Colorado River. The Fryingpan-Arkansas Project is owned and
operated by Reclamation. The Southeastern Colorado Water Conservancy District is the
legal agency for the Fryingpan-Arkansas Project and holds the water rights. Springs Utilities
receives its water from the project through its participation in the FVA. The firm yield for
Springs Utilities from the Fryingpan-Arkansas Project is 14,200 ac-ft/yr, as reported in the
Springs Utilities 1996 Water Resources Plan.

Arkansas River Exchanges
Colorado water law allows for reusable water (typically water that is nonnative to the basin
of use) to be exchanged for water in other parts of the basin. A typical exchange involves
diverting water at an upstream location while releasing a corresponding amount down-
stream to replace it. Many of Springs Utilities’ supplies are reusable sources, and the
Colorado Springs Arkansas River Exchange Program allows Springs Utilities to exchange its
reusable wastewater effluent flowing into Fountain Creek with various diversions in the
upper Arkansas River Basin. Part of Springs Utilities’ reusable water is discharged into
Fountain Creek and ultimately the Arkansas River through wastewater effluent discharges
from the Las Vegas Street Wastewater Treatment Plant. Another portion of Springs Utilities’
reusable water is discharged to Fountain Creek through irrigation return flows. These flows
are the portion of irrigation water that is not used by growing plants and eventually flows
either through surface or subsurface runoff to Fountain Creek. As population in the Springs
Utilities’ water system service area increases, the use of nonnative (reusable) water
increases, and the corresponding wastewater and irrigation return flow discharges will
also increase. In 2002, it was estimated that firm yield from return flows was about
27,700 ac-ft/yr. By 2040, this firm yield value is predicted to reach about 69,300 ac-ft/yr. The
2002 yield was reported by Springs Utilities staff, and the 2040 yield value is as reported in
the Springs Utilities 1996 Water Resources Plan.

Turquoise Reservoir Colorado Fuel and Iron Corporation Decree
Turquoise Reservoir is an impoundment on Lake Fork Creek, a tributary to the Arkansas
River. Springs Utilities purchased the Sugarloaf Decree water rights and 17,416 acre-feet of
storage space in the reservoir from CF&I. Springs Utilities uses the reservoir to regulate
Homestake yield and to store water that is part of the Springs Utilities’ Arkansas River
Exchange Program. Given the use of this facility for yield management and other water
supply issues, the firm yield from this system is only about 100 ac-ft/yr, as reported in the
Springs Utilities 1996 Water Resources Plan. Due to the small yield of this source, coupled
with the conveyance capacity limitations in the Homestake System, this yield is not
generally included in official tallies of the firm yield available to Springs Utilities.

Colorado Canal System
The Colorado Canal System is an irrigation system on the Arkansas River east of Pueblo. It
is formed of three mutual irrigation companies partially owned by Springs Utilities (Springs
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Utilities owns 57.0, 51.9, and 77.2 percent of the Colorado Canal Company, the Lake
Meredith Reservoir Company, and the Lake Henry Reservoir Company, respectively). The
yield from this source can only be used by Springs Utilities by exchange upstream at their
existing or proposed diversions. The firm yield from the Colorado Canal System is
13,700 ac-ft/yr, as reported in the Springs Utilities 1996 Water Resources Plan.

Groundwater
Springs Utilities owns and operates several wells near Fountain Creek, downstream of
Colorado Springs. The wells supply the Nixon Power Plant, Fountain, and ranch irrigation.
These supplies are minor and only about 1.4 mgd (1,600 ac-ft/yr). However, Springs
Utilities is entitled to approximately 35,000 ac-ft/yr of groundwater from several aquifers in
the northern and northeastern parts of the City. These aquifers are considered
nonrenewable. Also, only a portion of these groundwater rights are economically feasible to
develop. It is estimated that only about 4,000 to 6,000 ac-ft/yr can be reasonably developed.
Springs Utilities expects to develop some of these resources to help supplement existing
supplies. Springs Utilities considers another 2,800 ac-ft/yr of total groundwater supply to be
potentially developable. A total of about 4,000 ac-ft/yr may be developed by the time the
Southern Delivery System is operable. The remainder of the potentially developable supply,
plus other sources yet to be fully evaluated, may be implemented beyond the current
planning horizon, depending on technical feasibility and cost.

Raw Water Conveyance System Limitations
The Springs Utilities 1996 Water Resources Plan included recommendations for improve-
ments to existing raw water conveyance systems and recommendations regarding long-term
major regional water supply projects. The 1996 Water Resources Plan concluded that
Springs Utilities’ firm yield from its various existing supply sources exceeded its ability to
convey these flows into the City for treatment and distribution. Accordingly, several
improvements to the raw water conveyance systems were considered and recommended for
implementation. All of these improvements are scheduled for completion by 2004, and will
increase the overall raw water supply conveyance capacity from 90.0 to 104.9 mgd.

As presented in Table 3-2, each of the major raw water supply sources is conveyed to the
Springs Utilities’ water system service area for treatment and distribution using one of four
major raw water conveyance systems. Groundwater is not dependent on a specific con-
veyance system but is nonetheless available to help meet water demands. These four main
conveyance systems include the local systems, the Blue River System, the Homestake
(Otero) System, and the FVA System.

Springs Utilities staff recently compiled a breakdown of the capacity expected to be avail-
able in these systems for 2004 and beyond. These values are summarized in Table 3-2. Also
summarized in Table 3-2 are the total flows assigned to each conveyance system by source
(derived from Table 3-1).
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TABLE 3-2
Raw Water Conveyance System Capacity (2004 and Beyond)

Conveyance System
Capacity

(mgd)
Assigned Flow

(mgd)
Local Systems 16.0 21.3
Blue River System 9.0 9.1
Homestake (Otero) System 64.6 80.5
FVA 11.8 12.7
Groundwater 3.5 3.5
Total 104.9 127.8

Review of Table 3-2 shows that a deficit between the conveyance capacity and the available
supply remains, even after the feasible system improvements have been made. Studies have
shown that further capacity enhancements for the existing conveyance systems are not
expected to be cost effective. Therefore, as average-day demands exceed 104.9 mgd, addi-
tional raw water supply capacity will be required within the Springs Utilities’ water system
service area.

Water Demands Relative to New and Existing Water Supplies
Springs Utilities has developed an extensive model that forecasts water demands based on
historical use trends, price, economic activity, population growth, weather, and seasonal
factors. Springs Utilities uses this model for a variety of purposes including sales and
revenue forecasting, and capital planning. The basic input variable to the model is the
population projection for the Spring Utilities’ water system service area. Population
projections were developed according to those presented in the 1996 Water Resources Plan,
which were based on projections made by Springs Utilities’ electric department in
May 1995. To develop these projections, Springs Utilities used information provided by the
Demographic Research Institute up to year 2019 and the U.S. Bureau of Economic Analysis
after year 2019.

Depending on the intended use for the demand projections, different assumptions can be
used as model input. For example, lower demand factors might provide a conservative
estimate for sales and revenue projections. Conversely, high-growth factors and their
associated higher water use characteristics would be more appropriate for determining
when a new capital project should be commercially available and to determine how long it
can be expected to meet demands.

Population projections for sizing water supply facilities considered in the 1996 Water
Resources Plan were based on a high-growth/-demand scenario that has a 10 to 15 percent
probability of being exceeded. This scenario was used to determine that year 2040 average-
day demands in Springs Utilities’ water system service area would be about 168 mgd and,
therefore, a new regional water supply system would need to provide Springs Utilities a
firm yield/capacity of 63 mgd. A revised population forecast published by the Pikes Peak
Area Council of Governments subsequent to the preparation of the initial forecasts used by
Springs Utilities showed higher population growth in the Springs Utilities’ water system
service area; however, the resulting year 2040 demand projection remained at 63 mgd for a
new major water supply system.
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After the original and revised demand schedules were developed, Springs Utilities has
evaluated a variety of other demand scenarios to aid in refining the timeline for developing
the new supply. The alternative demand scenario considered most appropriate by Springs
Utilities was the high-growth scenario from the 1996 Water Resources Plan, including the
impacts of water restrictions enacted during the 2002 to 2003 drought period and those of
Demand Side Management (DSM).

Compulsory water restrictions imposed on customers during 2002 and 2003 were a tempo-
rary response to mitigate the effects of the limited water supply during the recent record-
setting drought. These restrictions were generally effective in reducing overall demand.
However, City management has a goal of protecting their customers from long-term
compulsory restrictions on water service. Accordingly, demand projections that include
reductions caused by compulsory water use restrictions are only used to illustrate the
potential ramifications of inadequate water supply. Also, as water restrictions are lifted,
there is typically a lag period before per capita water use returns to prerestriction levels.
Given that the restrictions have not been fully lifted, it is expected that this lag in demand
might provide a buffer in demand growth over the next few years as the new water supplies
are put on line.

The DSM includes a series of water conservation measures and incentives designed to pro-
vide permanent reductions in demand. The DSM measures were described in detail in the
1996 Water Resources Plan. These measures were divided into three categories (minimum,
moderate, and maximum) based on their expected cost effectiveness. Measures aimed at
managing irrigation demands generally were the most cost effective because outdoor water
use accounts for about 40 to 45 percent of Springs Utilities’ total water use.

The demand projections show that the current conveyance capacity of the Springs Utilities’
water supply/delivery systems will be exceeded in 2007 under the high-growth scenario; by
2009 if the DSM impacts are considered along with the high-growth scenario; and in 2013 if
the impacts of compulsory restrictions are imposed on the high-growth scenario. Given the
potential lag in demand development after restrictions are lifted, plus the expected demand
reductions from DSM, Springs Utilities determined that the new major water delivery
system should be commercially available by spring 2009. This scenario assumes that
population and demand will follow the high-growth scenario, and implementation of DSM
measures will have an effect in reducing the overall demand. If either, or both, of these
predictions are low, then short-term water use restrictions can be used to maintain demands
until the new system is available in 2009. Conversely, if this demand forecast is
conservative, the new system might be ready a few years ahead of the demand. This
advanced implementation is consistent with the principles adopted in the 1996 Water
Resources Plan, which suggested that new major water delivery projects should be planned
to be available as much as 5 years in advance of the predicted need.

The total system capacity of 63 mgd to meet year 2040 high-growth demands is expected to
be slightly conservative when the impact of DSM is considered. However, DSM is only
expected to extend the capacity coverage for a few years. Therefore, the ultimate capacity of
the new system was established using the high-growth scenario, and DSM was simply used
as an allowance to help extend the period before additional supplies might be needed. Thus,
a firm delivery rate of 63 mgd sustained on an average basis throughout the year was
established for developing the system design flows.
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SECTION 4.0

Implementation of a New Water Delivery System

The actions and analyses supporting the selection of the Southern Delivery System as the
most cost-effective long-term major water delivery project proposed are summarized in this
section. Also, information specific to the configuration, cost, and implementation schedule
for the Southern Delivery System are presented.

Selection of a New Major Water System
A variety of studies have been conducted since the late 1980s regarding alternatives avail-
able to Springs Utilities for increasing water supplies to the service area. Prior to the 1996
Water Resources Plan, several studies were conducted that identified a variety of alter-
natives to increase the area’s water supply/delivery capacity. An early version of the
Southern Delivery System was included as one of these initial alternatives. Also, several
improvements to existing facilities were under consideration for increasing deliveries via
the existing systems. The 1996 Water Resources Plan divided the evaluation and implemen-
tation recommendations into two categories: projects to maximize existing resources, and
projects to develop a major new water delivery system.

Projects for maximizing existing resources are not described in this Engineering Report.
However, the cost-effective projects for maximizing existing resources have been imple-
mented, and the impact of these projects was described in Section 3.0.

The 1996 Water Resources Plan included seven new major water delivery system alterna-
tives. These alternatives included three projects in the mountains west of Colorado Springs,
two southern projects, and two wastewater reclamation projects. The result of the analysis
was a recommendation to proceed with the implementation of one of the southern
alternatives. The recommended alternative was the Southern Delivery System with peaking
storage at Jimmy Camp Creek Reservoir augmented by Pueblo Reservoir storage and
exchange (reusable wastewater) storage at Williams Creek Reservoir. The recommended
project was not significantly higher cost than other alternatives, but was superior in noncost
evaluations, making it the best overall project.

In November 2001, the configuration and details of the Southern Delivery System were
re-evaluated to incorporate information developed after the 1996 Water Resources Plan, to
include regional partners (Fountain and Security) in the system, and to update project costs
(Black and Veatch, 2001).

In May 2002, a supplemental alternatives analysis was conducted to verify the cost effective-
ness of the recommended system (Black and Veatch, 2002). The 2002 alternatives analysis
compared five alternatives and one subalternative. These alternatives were all variations of
the southern alternative and the wastewater reclamation alternatives from the 1996 Water
Resources Plan. The Southern Delivery System was again selected as the preferred
alternative because of its comparatively low cost and superior noncost characteristics.
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After the May 2002 alternatives analysis, Springs Utilities began active implementation of
the Southern Delivery System. More detailed assessments of the project relative to actual
site conditions and more detailed hydraulic analyses were conducted. These efforts were
used to further refine the estimated project costs and configuration. Because higher
estimated costs resulted from these analyses, CH2M HILL, in association with Springs
Utilities, performed a final verification of the alternatives analysis in early 2003. This
analysis was conducted to test the cost effectiveness of the project a final time before full-
scale implementation was initiated. This analysis again resulted in the conclusion that the
Southern Delivery System was the most cost-effective long-term alternative.

After more than 15 years of analysis, the Southern Delivery System has been established as
the most cost-effective major water delivery project available to meet Springs Utilities’
project water supply demands over the next 30 to 40 years. Therefore, CH2M HILL
concludes that the estimated cost of providing the required water supply using the Southern
Delivery System is reasonable in comparison with projected costs for furnishing this same
supply from other available sources.

Description of the Overall Southern Delivery System
The Southern Delivery System is a comprehensive regional water project that will convey
water from the Arkansas River at Pueblo, Colorado, to a new WTP in the southeastern
portion of Colorado Springs. The Arkansas River water will be treated to potable quality
and distributed to end users in the service areas of Springs Utilities, Fountain, and Security.
The Southern Delivery System has several major component projects that are needed at
various times between initial commercial availability in 2009 and ultimate buildout in the
2030 time frame.

These major component projects include the following:

• Phase 1 of the Southern Delivery System. Facilities include connections to the Pueblo
Reservoir/outlet works piping systems, the raw water pump stations, and pipelines
between the Arkansas River and the new Southern Delivery System WTP; the first
50-mgd phase of the Southern Delivery System WTP; and finished water conveyance
systems to deliver treated water into the water distribution systems of Springs Utilities,
Fountain, and Security. This portion of the project is currently in the planning and
permitting stage and is expected to be commercially available by 2009.

• Preferred Storage Options Plan. This plan has two components: re-operation and
enlargement. The first plan component is a revised agreement among Reclamation, the
Southeastern Colorado Water Conservancy District, and a variety of water entities with
storage contracts in Pueblo Reservoir, which will allow the storage of non-Fryingpan-
Arkansas Project water in Pueblo Reservoir. Springs Utilities has a 66 percent share of
the re-operations storage volume, or 25,000 acre-feet. This arrangement was formalized
in a 2003 Memorandum of Understanding between the Southeastern Colorado Water
Conservancy District, Springs Utilities, and other participants. Springs Utilities’ share of
the cost for implementing the re-operation procedures is expected to be about
$7,400,000. This re-operation of Pueblo Reservoir storage space is expected to facilitate
Springs Utilities’ ability to exchange flows in the Arkansas River and enhance the yield
of the Southern Delivery System. Re-operation agreements will require congressional
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action. Although the re-operation program is currently being implemented, the time
frame for Congressional approval is unclear. All institutional actions are expected to be
completed before the Southern Delivery System is operational in 2009.

 The second plan component involves enlarging Pueblo Reservoir by 75,000 acre-feet. In
addition to Springs Utilities, several other water entities have signed up for some
portion of the enlarged storage. Together, these entities have signed up for 69,625 acre-
feet and have entered into a Memorandum of Understanding with the Southeastern
Colorado Water Conservancy District to cooperatively share in the enlargement cost.
Springs Utilities has signed up for 30,000 acre-feet of this enlarged storage volume for a
project cost contribution equaling about $53,000,000 of the total enlargement project cost.
Currently, the enlargement project is scheduled for completion no earlier than 2012. As
with re-operations, congressional action is required for approval of this plan.

• Jimmy Camp Creek Storage Reservoir. This project involves the addition of a storage
reservoir at the Southern Delivery System WTP site to facilitate the use of exchange
flows and high river flows to meet seasonal and peak distribution system demands. This
project is estimated to have a total project cost of about $73,625,000 and is expected to be
operational no earlier than 2012.

• Southern Delivery System WTP Expansions. The Southern Delivery System WTP is
planned to undergo three expansion phases to provide an ultimate treatment capacity of
180 mgd. Beginning with the Phase 1 capacity of 50 mgd, these expansions are currently
planned to add 50-mgd capacity by 2017, an additional 50 mgd by 2025, and 30 mgd
more in 2033. However, actual demand patterns will be monitored to determine the real
timing of these expansion projects. Detailed cost estimates for the treatment system
expansions have not been prepared, but each 50-mgd expansion can be expected to cost
about 85 percent of the initial 50-mgd phase (assuming a third quarter 2003 dollar basis;
refer to Table 4-2). The 30-mgd expansion can be expected to cost about 50 percent of the
initial 50-mgd phase.

• Williams Creek Exchange Reservoir. As additional reusable wastewater discharges are
made to Fountain Creek in the future, storage will be required to manage the release of
these flows with diversions farther up in the Arkansas River watershed. The Williams
Creek Exchange Reservoir is planned for this purpose and will allow the Southern
Delivery System to achieve its ultimate design diversion rate on an annual average day
basis (refer to Section 4.3 for the relationship to Southern Delivery System design flow).
This project is expected to be completed no earlier than 2025. No detailed costs have
been developed for the Williams Creek Exchange Reservoir project because the exact
size has not been selected. However, using information from the Southern Delivery
System Cost Estimating Guide, a preliminary value of $52,500,000 can be established for
the total project cost. This cost will need to be refined as more detailed information
about the Williams Creek Exchange Reservoir is known.

This Engineering Report is primarily focused on Phase 1 of the Southern Delivery System as
described above. This project (Phase 1) is the Capital Addition for which the initial costs will
be funded from the 2003B Bonds. Additional Phase 1 and other Southern Delivery System
projects will be financed by other bond sales or other funding sources. The costs for re-
operation and enlarging Pueblo Reservoir and constructing Jimmy Camp Creek Reservoir
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were included in overall Springs Utilities’ cash-flow projections for the financial analyses
described in this Engineering Report. The projected construction costs for these Southern
Delivery System component projects fall within the current water system CIP time frame
and within the period of debt coverage limitations required for this bond sale financial
analysis. Therefore, acknowledging these costs is required for a complete analysis. The costs
for future Southern Delivery System WTP expansions and the Williams Creek Exchange
Reservoir are outside the current water system CIP time frame. Accordingly, those costs
were not included in the projected cash flow because they would not influence the debt
coverage analysis.

Detailed Description of the Southern Delivery System Capital
Addition
As introduced above, Phase 1 of the Southern Delivery System is the Capital Addition that
is the subject of the sale of 2003B Bonds. This section presents a detailed description of the
various components included in Phase 1 of the Southern Delivery System.

The design flow for the Southern Delivery System is composed of the flows for Springs
Utilities, Fountain, and Security, plus a 5 percent allowance for down time. As established
above, Springs Utilities’ designated flow is 63 mgd. Fountain established a flow need of
10 mgd in the 2002 Water System Master Plan (Black and Veatch, 2002). Security has a base
flow need of 1.3 mgd. The resulting Southern Delivery System design flow is 78 mgd, as
illustrated in Table 4-1.

TABLE 4-1
Southern Delivery System Design Flow Summary

User
Designated Flow

(mgd)

Springs Utilities 63.0

Fountain 10.0

Security 1.3

5 Percent Downtime Allowance 3.7

Total Southern Delivery System Design Flow 78.0

Figure 4-1 shows a general plan of the Southern Delivery System and its component parts.
Phase 1 of the Southern Delivery System includes five major project facility groups, plus
common elements related to environmental mitigation and other appurtenant features that
are not currently defined in detail. The five facility groups encompass all of the main
component parts of the system and include the following:

• Connection Facilities. Several connection points for the source of project flows are being
considered. These options include systems that connect to or through the Pueblo
Reservoir Outlet Works. Any system that connects to the Pueblo Reservoir facilities will
require physical connection and modifications to the outlet valving at the dam. The
addition of Southern Delivery System flows will exceed the velocity rating of the
existing valves at full flows. Therefore, new valves and potential modifications to the
linings of the outlet piping will be required.
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• Raw Water Pumping Facilities. Three raw water pump stations are planned for the
Southern Delivery System. One pump station will be immediately adjacent to the source
water connection point. The remaining two stations will be booster stations located at
intermediate points along the pipeline between the water source and the Southern
Delivery System WTP. The pump stations will be rated for a 78-mgd design flow using
seven pumps (six duty and one standby). Horizontal split-case pumps will be used at
the two booster pump stations. Either horizontal split-case or vertical turbine pumps
will be used at the source water pump station, depending on the final source connection
configuration. Total installed horsepower (hp) for each station is expected to be 21,000
(3,000 hp per pump-motor unit) for the source pump station and 14,000 (2,000 hp per
pump-motor unit) for the booster pump stations. The two intermediate booster pump
stations will each include a 2-million-gallon forebay to help equalize flows with the
upstream (supply) pump station. Surge protection will be accomplished using
hydropneumatic surge chambers located at each station. Site development aspects of
each site include access roads, an accessible pump station building designed to
architecturally blend with the surrounding area, site security fencing, and other appur-
tenant features. Electrical power will be brought to each site to power the pumps.

• Raw Water Pipelines. A 66-inch-diameter raw water pipeline will be used to connect the
water source and pump stations to the Southern Delivery System WTP. Mortar-lined
and tape-wrapped welded-steel pipe materials similar to other major Springs Utilities
pipelines are planned for this system. An extensive pipeline route analysis will be
conducted to determine the final alignment. Currently, the pipeline is expected to be
about 44 to 45 miles long, depending on the final alignment selected. The pipeline will
be equipped with customary appurtenant facilities including air release and vacuum
control assemblies, pipeline draining assemblies (blowoffs), isolation valves, and
corrosion protection systems. The pipeline will also include a series of special crossings
for construction beneath major roadways, railroads, creeks, and other critical locations.
Easements will be obtained on all private properties crossed by the pipeline.

• Southern Delivery System WTP. The Southern Delivery System WTP will include
softening, ozonation, and granular-activated carbon filtration to treat Arkansas River
raw water to a quality acceptable to Springs Utilities, Fountain, and Security customers.
The initial plant will have a capacity of 50 mgd, expandable to 180 mgd in three
additional increments.

• Finished Water Conveyance Facilities. Finished water facilities will include a series of
pipelines to convey the treated water from the Southern Delivery System WTP into the
distribution systems of the three participating water entities. About 16 miles of pipelines
ranging from 96 to 30 inches in diameter are currently envisioned. Pipelines will be
similar to those provided for raw water deliveries, except a variety of sizes are needed
and all finished water pipelines will be designed and constructed with the additional
provisions required for potable water systems. Gravity flow is planned from the
clearwell of the Southern Delivery System WTP. Although pumping is expected to be
required for some Springs Utilities deliveries, this feature is currently assumed to be
included in the distribution system improvements Springs Utilities will make to
accommodate the water in their system. This new water source was envisioned in the
Springs Utilities 1999 Water Distribution Master Plan (Black and Veatch, 1999), and
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distribution system improvements needed to accommodate the initial flows were
included in the recommended projects, and subsequently programmed into the water
system CIP.

Estimated Costs for the Southern Delivery System Capital
Addition
A cost estimate was developed in accordance with the Southern Delivery System Cost
Estimating Guide (CH2M HILL, 2003). The Cost Estimating Guide includes various
methodologies for estimating the cost of component parts of the system, plus a uniform
method for determining the total project costs including applicable allowances for the
various activities required to implement a project of this magnitude (variable and fixed
“Other Costs”). The Cost Estimating Guide was developed using historical costs and proven
cost estimating methodologies specific to each cost category. The methodologies used in the
Cost Estimating Guide have been used on other similar large projects and have resulted in
dependable, slightly conservative cost estimates.

Table 4-2 presents the estimated total project cost for the Southern Delivery System. These
costs were developed using the most up-to-date project information. Costs are presented in
third quarter 2002 dollars and have not been escalated (they are consistent with an
Engineering News-Record 20 Cities Construction Cost Index of 6600).

TABLE 4-2
Southern Delivery System Estimated Total Project Costs

Project Component
Cost
($)

Raw Water Pipelines/Connections 113,265,000

Raw Water Pump Stations 66,850,000

Southern Delivery System WTP (50 mgd) 70,867,000

Finished Water Conveyance 31,282,000

Power System Allowance 1,000,000

System Component Cost Subtotal 283,264,000

Project Contingency (30%) 84,979,000

Estimated Construction Cost 368,243,000

Land Cost 15,101,000

Variable Other Costs (25%) 92,061,000

Fixed Other Costs 15,000,000

Total Project Cost (all Partners) 490,404,000

Total Springs Utilities Cost Share 405,954,000

Note: Refer to Table 2-1 for a detailed breakdown of the cost sharing among project partners.

The estimate is a Class 5 estimate typically used for planning purposes as defined by the
Association for the Advancement of Cost Engineering AACE International. This estimate is
prepared based on limited information, where little more than proposed facility types, sizes,



SECTION 4.0 IMPLEMENTATION OF A NEW WATER DELIVERY SYSTEM

RDD/032450007 (CLR2365.DOC) 4-8

locations, and capacities are known. Examples of estimating methods used are cost/capacity
curves and factors, scale-up factors, and parametric and modeling techniques.

Any conclusions on project financial or economic feasibility or funding requirements devel-
oped using this estimate are prepared for guidance in project evaluation and implementa-
tion and use the information available at the time of the estimate. The final costs of the
project and resulting feasibility will depend on actual labor and material costs, competitive
market conditions, actual site conditions, final project scope, implementation schedule,
continuity of personnel and engineering, and other variable factors. Therefore, the final
project costs will vary from the estimate developed using the information in this document.
Because of these factors, project feasibility, benefit/cost ratios, risks, and funding needs
must be carefully reviewed, prior to making specific financial decisions or establishing
project budgets, to help ensure proper project evaluation and adequate funding.

The costs presented in Table 4-2, plus costs estimated for the Jimmy Camp Creek Reservoir
and Pueblo Reservoir Enlargement were distributed on a yearly cash-flow basis for financial
analysis and projected debt coverage calculations. Costs were distributed in conformance
with the implementation schedule described below. Costs were prorated to Springs Utilities,
Fountain, and Security using the percent participation level shown in the August 2003
Intergovernmental Agreement (refer to Table 2-1). Although Jimmy Camp Creek Reservoir
and Pueblo Reservoir Enlargement costs are not proposed for funding as part of Phase 1,
they were included in the cash flows because they were not otherwise programmed in the
water system 10-year CIP, and disclosure and financial analyses require that these values be
included. It was assumed that Pueblo Reservoir Enlargement re-operation costs were
included in the water system CIP because this is an ongoing effort.

Operations and maintenance costs were also estimated for the Southern Delivery System for
2009 through 2012 for use in the financial analyses. Fixed operations and maintenance costs
were prorated to Springs Utilities, Fountain, and Security using the percent participation
level shown in the August 2003 Intergovernmental Agreement (refer to Table 2-1). Variable
operations costs were assigned by projected flow rate in each year to the respective system
partners.

Southern Delivery System Implementation Schedule
Springs Utilities has developed a preliminary implementation schedule in support of having
the initial Southern Delivery System project commercially available by spring 2009. This
schedule is consistent with meeting projected demands and includes less than 1 year of
schedule contingency available to absorb implementation changes/delays.

The schedule includes completion of project planning efforts by about mid-2004, and the
start of design activities shortly thereafter.

One key early project activity is to complete and certify the project-level environmental
impact statement (EIS) required for National Environmental Policy Act (NEPA) compliance.
NEPA compliance is required because the project is dependent on water from Pueblo
Reservoir, which is a federal facility, and conveyance through the Pueblo Dam outlet works
will be a federal action. The NEPA process was initiated in September 2003 and is expected
to extend until mid-2005. Although the current schedule has ample time for EIS preparation
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under most situations, project delays involving the EIS could occur. Only costs for
environmental, planning, and design-related work will be committed prior to completion of
the NEPA process. No primary facility construction funds (design support construction
such as pilot plants are excluded from this limitation) will be expended by Springs Utilities
until the EIS is completed and a Record of Decision is filed. Accordingly, it is Springs
Utilities’ intent to obtain all critical permissions for the work prior to spending primary
facility construction dollars. This intent has the effect of reducing the cost risk associated
with regulatory aspects of project implementation.

Other schedule risks are also currently evident. These include project opposition by the City
of Pueblo, and permitting in accordance with 1041 Regulations in the County of Pueblo.
Although each of these issues poses a potentially serious schedule risk, Springs Utilities is
actively working to negotiate agreements or otherwise acting to resolve each associated
issue. Also, ample time appears to be available to achieve the resolution of these issues.
Therefore, CH2M HILL has assumed that none of these issues will negatively impact the
implementation schedule.

Construction documents are currently envisioned for completion by about mid-2006 for all
facilities, and a staggered construction schedule is planned to allow the pipelines, pump
stations, and WTP to be completed in succession. A 3-month startup period is planned for
both the pump stations and WTP, and commercial availability is scheduled for the
beginning of the second quarter 2009.
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SECTION 5.0

Financial Analysis

The City Bond Ordinance requires that Springs Utilities maintain an “average debt coverage
ratio of at least 130 percent of net pledged revenues.” This section presents an overview of
historical operations and evaluates projected financial performance of Springs Utilities for
the study period 2004 through 2012. This Engineering Report makes references to data and
statements presented in the main body of the Official Statement.

Historical Performance
Historical Operating Performance
Table 5-1 presents the combined summary of operations of Springs Utilities for the past
5 years (1998 through 2002). System operating revenues increased from $381.0 to
$554.7 million in FY 2001, before dropping to $485.0 million in FY 2002. This drop in
revenues reflects a reduction in the electric and gas cost adjustment factors, and thereby a
reduction in the electric and gas rates and revenues. The average annual rate of growth in
operating revenues during the 5-year period ending December 31, 2002, was 9.8 percent.
Total operating expenses (operations and maintenance), including depreciation, followed a
similar pattern as operating revenues, increasing from $345.5 to $500.2 million in 2001 before
dropping to $418.7 million in 2002 due to lower power and gas costs that year. Operating
income fluctuated from a low of $25.3 million in FY 2000 to a high of $66.3 million in
FY 2002.

After adding nonoperating revenues and expenses, income before contributions and
transfers fluctuated significantly, ranging from a loss of $(8.3) million in FY 2000, to a high
of $25.7 million in FY 2002. Earnings after payments in lieu of taxes and receipts of
contributions in aid of construction fell from $19.0 million in 1998 to a low of $1.9 million in
2002, before rising to over $40.0 million in FY 2001 and 2002. Contributions-in-aid
contributed $47.7 and $41.4 million in FY 2001 and 2002, respectively toward these earnings
before extraordinary items. During this historical period, payments in lieu of taxes to the
City rose steadily from $19.0 million in 1998 to $27.0 million in 2002.

Historical sales performance of the individual electric, water, wastewater, street lighting,
and nonregulated lines of business are discussed in the Official Statement.

Historical Debt and Fixed Cost Coverage
The City Bond Ordinances require that minimum debt service coverage for the issuance of
additional debt is 1.3 times average annual debt service. Average annual debt service is
defined in detail in the body of the Official Statement. Table 5-2 shows debt service coverage
ratios from 1998 through 2002. Between 1998 and 2002, the additional parity debt coverage
ratio ranged from 1.93 to 2.91 based on average debt service levels, as specified in the City’s
Parity Bond Ordinances. The annual debt service coverage ratio ranged from 2.04 to 3.14.
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TABLE 5-1
Springs Utilities' Statement of Revenues, Expenses, and Changes in Fund Net Assets

Summary of Operations
Year Ended December 31, 2002

Item 1998 1999 2000 2001 2002
Operating revenues $381,054,362 $392,900,839 $451,723,472 $554,739,651 $484,976,910
Operating and other expenses:
 Operating expenses:
  Production and treatment $63,162,886 $55,815,465 $67,784,151 $70,393,234 $69,665,956
  Purchased power, gas and water for resale 91,499,354 112,767,562 165,056,558 228,247,059 127,869,456
  Transmission and distribution 31,903,610 30,505,824 29,165,490 22,754,244 19,335,374
  Maintenance 29,859,201 31,886,627 27,179,010 31,685,575 42,157,271
  Administration and general 50,307,659 54,639,907 51,232,881 64,438,460 76,185,265
  Customer accounting and collection 16,863,927 17,668,532 19,768,284 14,692,965 11,320,746
  Franchise taxes 154,685 156,494 170,994 168,350 213,229
  Depreciation 61,706,874 58,128,712 66,046,768 67,887,927 71,906,809
     Total operating expenses $345,458,196 $361,569,123 $426,404,136 $500,267,814 $418,654,106
       Operating income $35,596,166 $31,331,716 $25,319,336 $54,471,837 $66,322,804
Nonoperating revenue and (expense):
   Investment income (loss) $10,854,249 $3,697,864 $10,428,341 $10,328,128 $(1,715,104)
  Other revenue 888,544 3,683,410 1,994,328 3,155,694 4,173,581
  Other expense (1,567,263) (2,438,981) (1,184,589) (2,343,879) (1,266,768)
  Interest expense (36,770,896) (41,506,121) (44,859,979) (41,092,247) (41,755,184)
     Total nonoperating revenue and (expense) $(26,595,366) $(36,563,828) $(33,621,899) $(29,952,304) $(40,563,475)
       Income (loss) before contributions and
       transfers

$9,000,800 $(5,232,112) $(8,302,563) $24,519,533 $25,759,329

Contributions in aid of construction 29,047,490 32,362,676 31,453,840 47,752,411 41,370,380
Payments to City in lieu of taxes (19,005,312) (19,794,460) (21,235,037) (23,056,454) (26,969,809)
Earnings (loss) before extraordinary items $19,042,978 $7,336,104 $1,916,240 $49,215,490 $40,159,900
  Transition adjustment for derivative instrumentsa - - - 22,285,395 -
  Changes in net assets $19,042,978 $7,336,104 $1,916,240 $71,500,885 $40,159,900
   Total net assets, January 1 $962,713,001 $981,755,979 $989,092,083 $991,008,323 $1,062,509,208
   Total net assets, December 31 $981,755,979 $989,092,083 $991,008,323 $1,062,509,208 $1,102,669,108
aCumulative effect of an accounting change for adoption of Financial Accounting Standards Board Statement No. 133, "Accounting for Derivative Investments and
Hedging Activities."

Note:
For all periods presented, the format of the Summary of Operations has been changed to conform to Governmental Accounting Standards Board Statement No. 34 –
"Basic Financial Statements – and Management's Discussion and Analysis – for State and Local Governments." Additionally, all periods presented have been
restated, as applicable, for adoption during the periods presented of various pronouncements of the Governmental Accounting Standards Board that require
restatement for purposes of comparability of financial information.
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TABLE 5-2
Springs Utilities' Debt Service Coverage Calculation

1998 1999 2000 2001 2002

Operating Revenue $381,054,362 $392,900,839 $451,723,472 $554,739,651 $484,976,910

Operating Expensea ($345,458,196) ($361,569,123) ($426,404,136) ($500,267,814) ($418,838,575)

Adjustment for Certain Derivative Productsb -- -- -- $36,573,252 ($13,807,067)

Depreciationc $61,706,874 $58,128,712 $66,046,768 $67,887,927 $71,906,808

Operating Revenues Available for Debt Service $97,303,040 $89,460,428 $91,366,104 $158,933,016 $124,238,076

Interest Earnings (excluding interest on bonds) $7,294,790 $6,267,284 $7,147,185 $6,079,088 $4,854,266

Development Fees $19,518,225 $20,480,979 $19,229,406 $21,874,217 $23,539,612

Net Pledged Revenues $124,116,055 $116,208,691 $117,742,695 $186,886,321 $152,631,954

Average Annual Debt Serviced $52,916,465 $56,788,496 $60,902,111 $64,220,873 $62,060,661

Additional Bonds Coverage Ratio 2.35 2.05 1.93 2.91 2.46

Fiscal Year Debt Servicee $48,866,831 $54,723,542 $57,616,059 $59,488,971 $57,122,855

Rate Coverage Ratio 2.54 2.12 2.04 3.14 2.67

aCommunity Focus Fund revenue was included in Operating Revenue; however, some associated expenses were recorded in Nonoperating Expense. To properly
match revenues with expenses for debt service coverage calculation, Operating Expense has been increased by $184,469 in 2002.
bDebt service coverage calculation excludes the effect of entries made pursuant to Financial Accounting Standards Board Statement No. 133 relating to derivative
instruments (primarily commodity swaps). These figures represent non-cash operating expenses similar to depreciation and, accordingly, the amount of these
expenses has been added back to operating income for purposes of calculating debt service coverage.
cAs restated. In 1999, Springs Utilities restated its prior years' depreciation expense to incorporate the year of fixed asset acquisition under Springs Utilities'
composite method of computing depreciation. The Springs Utilities' recorded the disposal of certain plant assets that were disposed of in prior years and not removed
from its balance sheet.
dThese figures include Average Annual Principal and Interest Requirements of First Lien Bonds and Subordinate Lien Bonds.
eThese figures represent the principal and interest due on outstanding First Lien Bonds and Subordinate Lien Bonds for the year shown.
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Financial Assumptions Used
The following assumptions were used in the development of the financial analysis:

• The period from 2003 through 2012, which includes the first 3 years (2010 through 2012)
of Southern Delivery System operation, is a long forecast horizon. All forecasts carry
inherent risk with regard to eventual accuracy, and these risks increase with the forecast
time horizon of the projections.

• CH2M HILL has relied on the audited annual reports of Springs Utilities to provide an
indication of past financial performance. In addition, Springs Utilities has provided
internal forecasts generated for both its combined and service-level operations,
including the water system, wastewater system, electric utility, gas utility, streetlighting,
and nonregulated operations. As is usual in such assignments with large utilities,
CH2M HILL has not performed a comprehensive audit or examination of Springs
Utilities at either the combined or service level, nor have we examined or audited the
operations of its majority-owned component units and joint ventures.

• CH2M HILL has relied on Springs Utilities’ combined and service-level financial and
capital spending forecasts through the year 2012. Springs Utilities appears to have an
established, well organized, and thorough financial and strategic planning effort. Staff
experienced with these tasks prepared these forecasts. Springs Utilities employs a
widely accepted methodology of using independent, well known external economic and
demographic forecasting consultants to provide certain inputs for Springs Utilities’
national and regional economic and demographic forecasts. These inputs aid in the
construction of sales forecasts. Springs Utilities’ forecast assumes that operating and
capital costs escalate at an annual 2.6 percent rate throughout the forecast period to
account for inflation.

• CH2M HILL has reviewed the internal forecasts provided by Springs Utilities for the
combined operation and each of its primary services: water, wastewater, electric, gas,
street lights, and nonregulated sales. The following are key assumptions related to the
forecasts prepared by Springs Utilities relative to the conclusions drawn by CH2M HILL
regarding this Capital Addition:

− Rates for regulated utility services are reviewed and approved periodically by the
City Council. There are no automatic general rate increases for water, wastewater,
electric, or gas services. However, Springs Utilities does have Council authorization
to pass through gas cost adjustments in response to changes in gas prices from its
suppliers. Springs Utilities also adjusts its charges to electric service and street light
customers based on an electric cost adjustment factor, which reflects changes in the
average costs of purchased power and unit fuel costs. The gas and electric cost
adjustments may be changed as frequently as every 3 months to reflect actual costs
of fuel and purchased power. General rate increases must be periodically reviewed
and approved by the City Council.

– Springs Utilities’ forecasts anticipate substantial capital spending for System projects
other than the Southern Delivery System project. Large amounts are currently
planned for expenditure on the wastewater system, the electric utility service, and
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gas utility operations during the forecast period from 2004 through 2012. Annual
customer rate increases have been assumed. To maintain the debt coverage ratios
required by the City Bond Ordinance, these forecast rate increases will be required,
under the assumptions of this analysis, to successfully finance these projects and to
maintain the long-term financial strength, credit ratings, and viability of Springs
Utilities as a whole. These forecast rate increases have not been considered by the
City Council.

The City Bond Ordinance requires that Springs Utilities maintain an “average debt
coverage ratio of at least 130 percent of net pledged revenues.” The calculation of the
“additional bonds” coverage ratio has been interpreted as the annual debt service
figure represented by the average of existing annual bond payments and anticipated
bond debt service payments over their respective terms.

Fixed Cost Coverage Ratio
The Colorado Springs Utilities Board has established a minimum fixed cost coverage ratio
(FCCR) target of 1.6. The FCCR is defined as the ratio produced by dividing annual net
revenues and income after payment of annual operations and maintenance expenses
(excluding depreciation), excluding annual off-balance sheet debt service and capacity take-
or-pay contract obligations by the sum of annual debt service, off-balance sheet debt service,
and capacity take-or-pay contract obligations.

The FCCR is calculated by the following formula: (Net pledged revenues + Authority debt
service + electric capacity payments) / (debt service + Authority debt service + electric
capacity payments.)

Off-balance sheet transactions include take-or-pay contractual obligations associated with
the Western Area Power Administration and Front Range Power Company, L.L.C. require
Springs Utilities to purchase a specific amount of electric capacity each year. Because these
are fixed costs, they are included in the FCCR calculation.

Other off-balance sheet obligations include Springs Utilities pro-rata share of revenue bond
and note repayments of the Fountain Valley Authority, Twin Lakes Reservoir and Canal
Company, and the Colorado Canal Company. These payments are treated as operating
expenses in the Springs Utilities’ income statement. However, the FCCR calculation treats
the Springs Utilities’ share of Authority debt payments similar to debt service expense
rather than operating expense.

Springs Utilities’ long-term goal is a minimum FCCR of 1.6. Because Springs Utilities has
existing and will have future obligations for its investments in other utilities and joint
ventures, adherence to the FCCR goal of 1.6 will act as a constraint on its off-balance sheet
obligations. Springs Utilities has provided a forecast to 2012 that shows an FCCR that
exceeds 1.6 in each forecast year, with an average of 1.77 during the 2004 through 2012
period (see Table 5-11). CH2M HILL has assumed that Springs Utilities will continue to
maintain this ratio at 1.6 or higher for the forecast period.
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Meter Growth Assumptions
Table 5-3 shows selected meter growth, sales volume, and revenues by utility service line for
the years 1999 through 2002. These data from Springs Utilities were extracted from the
historical data tables in the main body of the Official Statement. These historical figures can
be compared to the customer growth shown in Table 5-4 and revenues shown in Table 5-11.

As of December 31, 2002, Springs Utilities provided service to approximately 189,440 electric
meters, 118,473 active metered water accounts, 115,159 active wastewater accounts, and
163,756 gas meters. Street light services were transferred from the City to Springs Utilities
on February 1, 2003. Estimates of customer growth are based on projected population
growth and historical customer growth patterns. Meter growth projections are established
from a detailed analysis of the proposed extension of services to new customers within the
service area.

The 2004 through 2012 forecasts for average rates of meter growth, as shown in Table 5-4,
for electric, water, wastewater, gas system, and street light accounts are slightly lower than
average growth rates during the prior 4-year period from 1999 through 2002, shown in
Table 5-3. Projected meter growth averages about 1.8 percent per year for each service.
However, these growth rates are higher than the estimated growth of about 1 percent for
each utility service between 2002 and 2003. Springs Utilities indicates that they expect a
resumption in higher national and regional economic growth, compared to the slow period
of 2001 and 2002, to enhance customer growth in the future. The 2004 through 2012 forecasts
do not show any significant variation above or below estimated average annual growth
rates during the forecast period.

Capital Spending Assumptions
The City’s Bond Ordinances require an Engineering Report if a large Capital Addition is
planned, such as the Southern Delivery System. However, for the combined Springs
Utilities, the Southern Delivery System is one part of a comprehensive, multi-year capital
spending program for all utility services. Springs Utilities is currently planning a combined
$3.1 billion capital spending program from 2003 through 2012. For Phase 1 of the Southern
Delivery System, total costs of $490.4 million include Springs Utilities’ share of
$406.0 million, which is roughly 83 percent of Southern Delivery System capital spending
during the forecast period.

Capital spending plans and priorities are under constant review and revision at Springs
Utilities. Table 5-5 shows current projections of major capital spending by utility service
lines for the years 2003 through 2012. This table is divided into annual spending by utility
service as either normal capital additions, major capital additions, or capacity additions. The
Southern Delivery System project is shown in the capacity addition section.

Normal additions are expenditures on assets required to maintain existing operations and
service, and they benefit existing customers.

Major additions are expenditures on assets required to extend and enhance the useful life of
the system. These projects benefit both existing and future customers in meeting reliability
and consumption needs.
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TABLE 5-3
Selected Historical Service Statistics

Item 1999 2000 2001 2002

Average
Annual
Change

Electric System
Active Electric Meters 175,519 179,596 184,590 189,440
Growth 2.4% 2.3% 2.8% 2.6% 2.5%

Electric Sales – MWh 3,961,133 4,224,351 4,401,501 4,508,319

Growth 1.3% 6.6% 4.2% 2.4% 3.6%

Electric Revenues $212,098,965 $237,540,453 $296,817,411 $253,096,225

Growth 2.8% 12.0% 25.0% -14.7% 6.3%
Water System
Water Delivered for Sales – CCF 36,091,597 40,574,068 40,172,028 37,218,091

Growth -3.3% 12.4% -1.0% -7.4% 0.2%

Active Water Meters 108,624 111,544 114,920 118,473

Growth 3.0% 2.7% 3.0% 3.1% 3.0%

Water Revenues $56,166,471 $63,909,075 $67,939,743 $63,868,192
Growth -0.6% 13.8% 6.3% -6.0% 3.4%
Wastewater System
Wastewater Revenues $22,063,404 $23,639,691 $25,463,610 $25,196,179

Growth 10.2% 7.1% 7.7% -1.1% 6.0%

Active Wastewater Accounts 105,379 108,293 111,595 115,159

Growth 3.0% 2.8% 3.0% 3.2% 3.0%
Gas System
Throughput Volume
(Mcf at 14.65 psia)

21,996,172 22,853,590 22,783,151 24,240,357

Growth -7.0% 3.9% -0.3% 6.4% 0.8%

Active Gas Meters 148,114 152,439 158,090 163,756

Growth 2.9% 2.9% 3.7% 3.6% 3.3%

Gas Revenues $95,339,175 $116,233,157 $147,891,463 $131,823,163

Growth 2.7% 21.9% 27.2% -10.9% 10.2%
Nonregulated Services
Net Operating Revenues 7,232,822 10,401,095 16,627,424 10,993,143

Growth 33.2% 43.8% 59.9% -33.9% 25.7%
Combined Operating Revenues $392,900,837 $451,723,471 $554,739,651 $484,976,902

Growth 3.1% 15.0% 22.8% -12.6% 7.1%

Total Meters – Excluding Street
Lights

537,636 551,872 569,195 586,828

2.8% 2.6% 3.1% 3.1% 2.9%
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TABLE 5-4
Springs Utilities' Estimated Meter Growth by Service

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 Average

Number of Meters

Electric 191,107 194,407 197,807 201,307 204,707 208,307 212,007 215,807 219,507 223,307

Water 119,791 122,351 124,711 127,071 129,331 131,691 133,941 136,191 138,541 140,801

Wastewater 116,477 118,982 121,287 123,592 125,797 128,102 130,307 132,512 134,817 137,122

Gas 165,992 170,092 173,892 177,692 181,492 185,392 189,392 193,492 197,592 201,592

Street Light 172,500 176,100 179,500 182,900 186,100 189,500 192,700 195,900 199,300 202,500

Meter Growth

Electric 3,300 3,400 3,500 3,400 3,600 3,700 3,800 3,700 3,800 3,578

Water 2,560 2,360 2,360 2,260 2,360 2,250 2,250 2,350 2,260 2,334

Wastewater 2,505 2,305 2,305 2,205 2,305 2,205 2,205 2,305 2,305 2,294

Gas 4,100 3,800 3,800 3,800 3,900 4,000 4,100 4,100 4,000 3,956

Street Light 3,600 3,400 3,400 3,200 3,400 3,200 3,200 3,400 3,200 3,333

Meter Growth %

Electric 1.73% 1.75% 1.77% 1.69% 1.76% 1.78% 1.79% 1.71% 1.73% 1.75%

Water 2.14% 1.93% 1.89% 1.78% 1.82% 1.71% 1.68% 1.73% 1.63% 1.81%

Wastewater 2.15% 1.94% 1.90% 1.78% 1.83% 1.72% 1.69% 1.74% 1.71% 1.83%

Gas 2.47% 2.23% 2.19% 2.14% 2.15% 2.16% 2.16% 2.12% 2.02% 2.18%

Street Light 2.09% 1.93% 1.89% 1.75% 1.83% 1.69% 1.66% 1.74% 1.61% 1.80%
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TABLE 5-5
Springs Utilities' Forecast Total Capital Expenditures, Including the Southern Delivery System Projecta

2003
($)

2004
($)

2005
($)

2006
($)

2007
($)

2008
($)

2009
($)

2010
($)

2011
($)

2012
($)

Total 2003
through 2012

($)
Normal Additions
Electric 19,742,752 20,977,538 17,946,441 18,399,863 17,217,884 19,414,836 17,227,909 18,018,765 21,330,694 17,334,439 187,611,120
Water 10,515,480 8,047,849 8,294,134 8,085,000 8,443,898 7,869,462 8,866,869 8,370,303 9,176,145 7,739,942 85,409,080
Wastewater 5,001,066 3,873,034 4,344,763 4,126,318 4,231,978 4,312,968 4,597,814 4,836,410 5,160,300 5,240,962 45,725,612
Gas 5,304,658 5,600,807 5,582,676 5,777,570 5,485,365 5,608,205 5,690,934 5,730,132 6,164,385 5,779,716 56,724,450
Street Light 245,744 134,773 138,668 110,109 93,499 82,006 86,300 92,614 96,261 92,801 1,172,774
Nonregulated 490,463 139,166 128,912 144,106 141,917 144,210 146,873 149,643 152,430 155,150 1,792,870

Total Normal
Additions

41,300,162 38,773,167 36,435,593 36,642,966 35,614,540 37,431,686 36,616,699 37,197,866 42,080,215 36,343,011 378,435,906

Major Capital
Electric 37,367,959 57,312,215 58,823,874 54,129,903 62,177,669 60,155,826 63,968,482 68,347,088 63,684,576 54,807,570 580,775,161
Water 72,752,689 78,823,729 85,134,654 75,631,797 39,352,420 28,474,372 30,052,369 30,506,047 31,962,759 24,221,324 496,912,161
Wastewater 23,719,942 30,055,017 36,633,306 63,025,758 73,145,388 64,476,985 20,707,128 21,332,178 25,707,127 44,783,321 403,586,150
Gas 8,650,665 12,208,682 13,561,969 11,979,094 12,352,729 14,406,973 12,827,197 10,662,211 12,504,954 11,658,126 120,812,600
Street Light 9,530,661 8,937,589 8,742,500 9,143,664 9,255,797 2,465,121 2,569,012 2,729,406 2,823,146 2,705,421 58,902,318
Nonregulated 7,084,532 958,058 1,351,262 317,208 319,035 1,120,834 326,364 333,095 342,055 343,693 12,496,135

Total Major
Capital

159,106,448 188,295,290 204,247,566 214,227,424 196,603,039 171,100,110 130,450,553 133,910,025 137,024,617 138,519,455 1,673,484,526

Capacity Additions
Electric 2,900,000 24,300,000 48,236,100 126,395,003 54,049,663 6,656,540 3,415,804 1,168,546 1,199,279 36,924,607 305,245,543
Southern
Delivery System
Initial Projects
(Water)b,c

45,000,000 29,000,231 22,008,714 97,089,415 182,490,840 128,823,202 1,634,402 - - - 506,046,805

Southern
Delivery System
Future Projects
(Water)

- - - 2,784,628 11,431,457 9,834,263 11,568,476 34,406,681 35,311,577 36,240,271 141,577,354

Wastewater 15,300,000 24,200,000 21,449,670 - - - 2,732,643 13,438,284 31,421,115 18,462,304 127,004,016
Gas - - - - - - - - 599,640 9,231,152 9,830,791
Street Light - - - - - - - - - - -
Nonregulated - - - - - - - - - - -

Total
Capacity
Additions

63,200,000 77,500,231 91,694,484 226,269,046 247,971,961 145,314,005 19,351,325 49,013,512 68,531,611 100,858,334 1,089,704,509
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TABLE 5-5
Springs Utilities' Forecast Total Capital Expenditures, Including the Southern Delivery System Projecta

2003
($)

2004
($)

2005
($)

2006
($)

2007
($)

2008
($)

2009
($)

2010
($)

2011
($)

2012
($)

Total 2003
through 2012

($)
Total
Electric 60,010,711 102,589,753 125,006,414 198,924,769 133,445,216 86,227,202 84,612,194 87,534,399 86,214,549 109,066,617 1,073,631,824
Water (non-
Southern
Delivery
System)

83,268,169 86,871,578 93,428,789 83,716,797 47,796,318 36,343,834 38,919,238 38,876,350 41,138,903 31,961,266 582,321,241

Southern
Delivery System
Initial Projects
(Water)

45,000,000 29,000,231 22,008,714 97,089,415 182,490,840 128,823,202 1,634,402 - - - 506,046,805

Southern
Delivery System
Future Projects
(Water)

- - - 2,784,628 11,431,457 9,834,263 11,568,476 34,406,681 35,311,577 36,240,271 141,577,354

Wastewater 44,021,008 58,128,051 62,427,739 67,152,076 77,377,366 68,789,953 28,037,585 39,606,871 62,288,543 68,486,587 576,315,778
Gas 13,955,323 17,809,489 19,144,645 17,756,664 17,838,094 20,015,178 18,518,131 16,392,344 19,268,979 26,668,995 187,367,842
Street Light 9,776,405 9,072,362 8,881,168 9,253,773 9,349,296 2,547,127 2,655,313 2,822,019 2,919,407 2,798,222 60,075,092
Nonregulated 7,574,995 1,097,224 1,480,173 461,314 460,952 1,265,044 473,237 482,738 494,486 498,843 14,289,005

Total 263,606,610 304,568,689 332,377,643 477,139,436 480,189,539 353,845,802 186,418,576 220,121,402 247,636,443 275,720,800 3,141,624,940
aThis table presents currently estimated capital expenditures of Springs Utilities, including the Southern Delivery System project. The size of the Southern Delivery System project initiates the
requirements of the City ordinances relating to an "Additional Investment." Because Springs Utilities is a combined utility, the entire, estimated capital investment program is shown here.
bIncludes capitalized interest amounts of $669.375, $2,475,862, $3,773,326, $6,156,075, $8,590,799, and $7,774,949 in 2003, 2004, 2005, 2006, 2007, and 2008, respectively.
cThe $506 million Southern Delivery System amount does not match the $406 million current dollar amount shown in Table 2-1 because of the effects capitalized interest costs and assumed
annual inflation of 2.6%.
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Capacity additions are expenditures on assets acquired to expand and enlarge system
capacity. These projects are to benefit future customers. The Southern Delivery System is an
example of a capacity addition project.

In addition to the Southern Delivery System, examples of large capital projects that are
expected to start in the near future include the following:

• Northern Reclamation Facility – To meet growing wastewater treatment needs,
$67.6 million

• Clean Coal Unit – A potential additional power generation source, $242.3 million

• Sanitary Sewer Evaluation and Rehabilitation Program – $130.4 million

The forecast for electric capital expenditures reflects Springs Utilities’ projected need for
generation capacity within the next 8 to 10 years. This is in response to expected increases in
Federal Energy Regulatory Commission reserve requirements, the significant increase in
population in the Colorado Springs area, and the anticipated continuation of this growth
through 2010. Springs Utilities is reviewing various options to meet these needs. In addition
to the Clean Coal Unit, options include the addition of natural-gas-fired peaking units and
participation in a proposed coal-fired plant in southern Colorado. Although no decisions
have been made on these options, the estimates have been included in the 10-year financial
projections.

Capital expenditures for gas service remain stable at about $12 million per year. However,
the financial projections reflect the significant rise in gas prices, which have been
incorporated into the calculation of gas customer rates effective October 2003.

Long-term Financing Plans
Springs Utilities’ capital spending plan currently calls for expending $3.1 billion over the
2003 through 2012 period. During this time, Springs Utilities expects to externally finance
$2.0 billion of the spending. Table 5-6 shows the currently planned issuance schedule for
future bond issues, which includes estimated underwriting costs.

The starting date for operation of the Southern Delivery System is expected to be during the
first half of FY 2009. Capital and operating costs for the Southern Delivery System, as
estimated by CH2M HILL, have been added to the capital spending and operating cost
assumptions of Springs Utilities.

It is anticipated that the Southern Delivery System will be 100 percent financed externally
with nontaxable bonds having a 40-year final maturity.

Springs Utilities plans to capitalize interest costs for Southern Delivery System-related
bonds issued from 2003 through 2008 as follows:

• Interest costs in 2003 through 2006 = 100%
• Interest costs in 2007 = 67%
• Interest costs in 2008 = 33%
• Interest costs 2009 through 2012 = 0%
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TABLE 5-6
Projected Issues (2003 through 2012) for Total Bonds Issued

Year

General
Improvement

(million $)

Initial Southern
Delivery System

Project
(million $)

Future Southern
Delivery System

Project
(million $)

Total Bond
Issues

(million $)
2003 121.0 45.0 - 166.0
2004 201.8 29.6 - 231.4
2005 250.4 22.4 - 272.8
2006 253.9 99.0 2.8 355.7
2007 172.5 186.1 11.7 370.3
2008 31.3 131.4 10.0 172.7
2009 89.1 1.7 11.8 102.6
2010 49.0 - 35.1 84.1
2011 74.2 - 36.0 110.2
2012 98.0 - 37.0 135.0
Total $1,341.2 $515.2 $144.4 $2,000.8

These capitalized costs have been calculated in the operating and debt service projections
provided by Springs Utilities. Furthermore, it has been assumed that capitalized interest
funding for Southern Delivery System bonds will be bond funded, not funded annually.
Debt service forecasts include the anticipated refunding of 1994A and 1996A bonds. Springs
Utilities has also assumed an   interest rate of 5.2 percent for the 2000A variable rate tax-
exempt bonds and 6.25 percent for the 2002C variable rate taxable bonds.
Assumed interest rates for bond issues during the 2003 through 2012 period range from
4.75 percent for bonds issued in FY 2003 to 5.75 percent for bonds issued after FY 2005.
Springs Utilities reports that it has performed a detailed sensitivity analysis of the impact of
higher than assumed interest rates for future bond issues. It reports that the analysis found
that the Springs Utilities’ bond coverage projections were not significantly impacted by
changes in interest rates within the range of forecast rates they considered reasonable.
Approximately $1.1 billion of planned capital outlays is forecast to be funded from net
equity.

Impact to Customer Metered Rates
Current customer rates and a discussion of current rate structures for the regulated services
of water, wastewater, electric, and gas services are presented in the Official Statement.
Springs Utilities’ customers receive one monthly bill for electric, water, wastewater, gas, and
street-light services, according to service delivered. The current average monthly residential
customer bill for all services is about $143. Table 5-7 shows the Springs Utilities’ forecast of
anticipated changes to average customer bills over the 2003 through 2012 period. Water and
wastewater have the highest customer rate increases. Electric and gas services show far
lower rate increases. On a current dollar basis, the total average customer bills for all ser-
vices is expected to increase by 72 percent by 2012. Using an assumed average annual rate of
2.6 percent inflation, the cumulative inflation-adjusted increase to average bills by 2012 is
expected to be about 36 percent. Operating and capital costs forecasts have been escalated
by an assumed annual inflation rate of 2.6 percent.
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TABLE 5-7
Projected Annual Monthly and Annual Average Bills for Colorado Springs Residential Customers

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Average Residential Monthly Bill -
Nominal $

Electric Services - Nominal $ $46.25 $45.21 $46.63 $48.05 $49.03 $50.01 $50.94 $50.94 $50.94 $50.94

Water - Nominal $ 35.63 41.32 47.33 56.74 62.62 72.56 93.80 93.80 93.80 93.80

Wastewater - Nominal $ 14.02 16.50 18.23 21.22 24.37 29.58 32.45 35.22 35.22 35.22

Gas - Nominal $ 45.51 59.73 60.15 60.71 61.71 63.27 64.47 64.47 64.47 64.47

Streetlights - Nominal $ 1.79 1.83 1.84 1.95 2.02 2.07 2.11 2.16 2.16 2.16

Total Average Monthly Bill -
Nominal $

$143.20  $164.58  $174.18  $188.67  $199.76 $217.49  $243.76  $246.58 $246.59  $246.59

Total Average Annual Bill -
Nominal $

$1,718.40  $ 1,975.00 $2,090.20 $2,264.08 $2,397.07 $2,609.92 $2,925.18 $2,959.01 $2,959.04 $2,959.06

Total Monthly Bill - Excluding
Streetlights

$141.41 $162.76 $172.34 $186.72 $197.74 $215.42 $241.65 $244.42 $244.42 $244.42

Average Residential Monthly Bill
Change - Nominal $

Electric Services - Nominal $ ($1.04) $1.41 $1.43 $0.98 $0.98 $0.92 $0.00 $0.00 $0.00

Water - Nominal $ 5.69 6.02 9.40 5.89 9.94 21.23  (0.00) 0.00 0.00

Wastewater - Nominal $ 2.48 1.74 2.99 3.15 5.21 2.88 2.77 -   -

Gas - Nominal $ 14.22 0.42 0.56 1.00 1.56 1.20 - 0.00 (0.00)

Streetlights - Nominal $ 0.04 0.02 0.11 0.07 0.05 0.04 0.05 - -

Total Average Monthly Change $ $21.38 $9.60 $14.49 $11.08 $17.74 $26.27 $2.82 $0.00 $0.00

Total Average Annual Change $ $256.60 $115.19 $173.89 $132.99 $212.85 $315.25 $33.83 $0.03 $0.03

Average Residential Monthly Bill -
Annual Change

Electric Services - % -2.2% 3.1% 3.1% 2.0% 2.0% 1.8% 0.0% 0.0% 0.0%

Water - % 16.0% 14.6% 19.9% 10.4% 15.9% 29.3% 0.0% 0.0% 0.0%

Wastewater - % 17.7% 10.5% 16.4% 14.8% 21.4% 9.7% 8.5% 0.0% 0.0%

Gas - % 31.2% 0.7% 0.9% 1.6% 2.5% 1.9% 0.0% 0.0% 0.0%
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TABLE 5-7
Projected Annual Monthly and Annual Average Bills for Colorado Springs Residential Customers

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Streetlights - % 2.0% 1.0% 5.9% 3.4% 2.5% 2.0% 2.5% 2.5% 0.0%

Total Average Monthly Change - % 14.9% 5.8% 8.3% 5.9% 8.9% 12.1% 1.2% 0.0% 0.0%

Assumed Inflation Rate 2.63% 2.63% 2.63% 2.63% 2.63% 2.63% 2.63% 2.63% 2.63%

Inflation Adjusted Monthly Total Bill $143.20 $160.37 $165.37 $174.54 $180.05 $191.02 $208.61 $205.61 $200.34  $195.21

Inflation Adjusted Average Monthly
Bill Change

12.0% 3.1% 5.5% 3.2% 6.1% 9.2% -1.4% -2.6% -2.6%

Cumulative Average Bill Change - % 14.9% 21.6% 31.8% 39.5% 51.9% 70.2% 72.2% 72.2% 72.2%

Inflation Adjusted Average Bill
Change - %

12.0% 15.5% 21.9% 25.7% 33.4% 45.7% 43.6% 39.9% 36.3%
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An important consideration in developing the Long-term Financing Plan was to evaluate
the estimated impact on rates. This is particularly important as it relates to water system
rates. The new Southern Delivery System project is expected to significantly increase water
rates revenue requirements and thereby Springs Utility’s rates over the next decade. Springs
Utilities’ financial forecast model was used to estimate the impact on projected water system
rate increases. A forecast scenario incorporating the Long-term Financing Plan

recommendations was developed and compared to a base-case forecast using 30-year, fixed-
rate bonds for all future debt issues. The Long-term Financing Plan scenario produced lower
rate increases during the years 2003 through 2007 and higher rate increases during the
period 2008 through 2011. The cumulative rate increases between both scenarios are
approximately equal. The Long-term Financing Plan scenario produces a preferred outcome
because of its graduated rate increases and associated perceived improved customer
affordability.

Springs Utilities believes it has some of the lowest customer rates in the Western U.S. The
16-City Survey, conducted in 2003, compares the average combined monthly bills for
Springs Utilities’ customers with those in other major U.S. cities. Table 5-8 shows these
average monthly bills. This table shows that Springs Utilities’ combined rates and average
billings as of January 2003 are relatively low compared to those of other Western U.S.
communities. The estimated 2003 average customer bill shown in Table 5-7 and the one
shown in Table 5-8 differ because the figures shown in Table 5-8 reflect the rates that were
in effect in January 2003, and the figures in Table 5-7 reflect the average charges to
customers over the course of the year, including planned rate increases during the year.
Springs Utilities implemented a water rate increase earlier in the year, and it implemented
significant electric and gas rate increases in the final quarter of the year.

TABLE 5-8
Residential Average Monthly Billa

16-City 2003 Surveyb
Cost
($)

Salt Lake City 115.83
Denver 122.72
Colorado Springs 130.22
Boise 136.95
Albuquerque 142.38
Las Vegas 149.91
Dallas 152.61
San Antonio 153.39
Austin 157.78
Phoenix 174.39
Sacramento 179.63
Tucson 190.27
Portland 191.97
Los Angeles 193.31
Reno 193.76
San Jose 221.00
San Diego 229.04
aIncludes electric, water, wastewater, and gas services. Excludes streetlights.
bSource: Springs Utilities rates are as of January 1, 2003.



SECTION 5.0 FINANCIAL ANALYSIS

RDD/032450007 (CLR2365.DOC) 5-16

Projected Operating Results
Income Statement
Table 5-9 presents Springs Utilities’ projected operating results for the combined Springs
Utilities System, including projected operating revenues, operating expenses, and changes
to net assets through 2012. The cash-flow forecast incorporates the customer growth
assumptions shown in Table 5-4 and the increases shown in average monthly customer bills
in Table 5-7.

Projections of new customers, water, wastewater, electric, and gas consumption (by
customer class), and proposed rate increases were used to forecast utility service revenues
for each service line over the planning period. Springs Utilities uses historical trends,
internal staff projections, and the services of several outside consultants to forecast future
demands and sales revenues.

Weighted average monthly consumption estimates by customer class were developed from
customer billing information and are consistent with historical patterns. System operating
expenses include incremental costs related to the installation and operation of new capital
facilities, including the Southern Delivery System, which are included in combined total
expenses.

Total operating revenues, including the five utility services and nonregulated operating
revenues are assumed to grow at an average annual rate of 5.9 percent during the 2004
through 2012 forecast period. Total operating expenses, including depreciation, are
estimated to grow by an average of 4.1 percent during the forecast period. Springs Utilities
indicated that it assumed a 2.6 percent general rate of inflation.

Cash Flow
Springs Utilities prepared a long-term pro-forma cash-flow forecast for this Engineering
Report, as shown in Table 5-10. The cash-flow forecast incorporates the customer growth
assumptions shown in Table 5-4 and the increases shown by the changes to average
monthly customer bills shown in Table 5-7.

Projected debt service includes debt service for both existing and proposed revenue bond
issues. Debt service schedules for existing and the 2003B Bonds are shown in the main body
of the Official Statement.

In accordance with its large capital expenditure program, Springs Utilities is anticipating
annual bond issues to pay for ongoing capital improvements and capital expansion plans
for the water system, mainly the Southern Delivery System, the wastewater system, and the
electric system. Table 5-6 shows the planned bond issues through 2012.
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TABLE 5-9
Springs Utilities' Pro-forma Income Statement

Item
2004
($)

2005
($)

2006
($)

2007
($)

2008
($)

2009
($)

2010
($)

2011
($)

2012
($)

Operating Revenues 635,737,542 678,681,722 723,637,012 763,790,454 802,085,443 881,050,919 931,844,941 $961,370,576 996,298,754

Less: Interservice Revenues (20,509,785) (22,179,069) (23,100,148) (21,741,813) (22,748,161) (22,877,230) (24,685,148) (25,007,327) (25,998,826)

Net Operating Revenues 615,227,757 656,502,653 700,536,865 742,048,641 779,337,282 858,173,689 907,159,793 936,363,248 970,299,928

Operating Expenses

Nonlabor Operating
Expenses

113,123,887 114,943,330 114,980,799 116,731,964 121,295,993 131,712,959 132,646,114 133,973,620 137,179,892

Interservice Revenues (20,509,785) (22,179,069) (23,100,148) (21,741,813) (22,748,161) (22,877,230) (24,685,148) (25,007,327) (25,998,826)

Fuel Expense 265,413,604 270,098,789 273,671,884 285,275,695 275,497,977 287,363,724 316,939,754 328,106,080 345,036,052

Operating Labor Expense 128,492,196 133,035,155 138,349,127 145,876,752 150,852,942 155,875,814 160,984,188 166,299,050 171,653,127

Depreciation 90,215,641 101,158,177 115,902,662 129,283,664 138,963,634 145,423,998 152,878,850 161,497,647 170,546,599

Franchise Fees 209,005 219,462 230,441 241,969 254,075 266,785 280,132 294,147 308,862

Total Operating
Expenses

576,944,547 597,275,843 620,034,765 655,668,230 664,116,460 697,766,050 739,043,890 765,163,217 798,725,706

Operating Income 38,283,210 59,226,810 80,502,100 86,380,411 115,220,822 160,407,639 168,115,904 171,200,032 171,574,222

Other Income and Expenses

Miscellaneous Income 2,197,652 2,242,117 2,285,088 2,333,187 2,371,392 2,425,635 2,485,424 2,535,868 2,592,252

Interest Earnings 5,893,679 7,872,311 9,758,301 10,229,508 6,381,271 4,677,180 5,464,976 6,397,524 7,300,341

Interest Expense (61,799,963) (75,621,860) (87,416,810) (105,961,318) (121,627,003) (127,398,522) (129,620,581) (133,038,575) (137,619,243)

Net Nonoperating Income
and Expenses

(53,708,631) (65,507,432) (75,373,421) (93,398,623) (112,874,339) (120,295,707) (121,670,180) (124,105,183) (127,726,650)

Income (Loss) before
Contributions and
Transfers

(15,425,421) (6,280,622) 5,128,679 (7,018,212) 2,346,483 40,111,932 46,445,723 47,094,848 43,847,572

Contributions in Aid of
Construction

31,412,008 40,763,392 48,414,585 52,403,378 36,240,063 46,471,673 47,029,671 47,382,282 47,614,686

In Lieu of Taxes (23,819,376) (24,585,377) (25,266,477) (25,759,641) (26,480,509) (27,205,668) (28,011,269) (28,840,553) (29,750,080)

Net Change in Assets (7,832,788) 9,897,393 28,276,787 19,625,525 12,106,036 59,377,937 65,464,125 65,636,578 61,712,177

Net Assets – Beginning of
Period

1,129,909,314 1,122,076,526 1,131,973,918 1,160,250,706 1,179,876,230 1,191,982,267 1,251,360,203 1,316,824,329 1,382,460,907

Net Assets – End of Period 1,122,076,526 1,131,973,918 1,160,250,706 1,179,876,230 1,191,982,267 1,251,360,203 1,316,824,329 1,382,460,907 1,444,173,084
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TABLE 5-10
Springs Utilities' Pro-forma Cash-flow Forecast

Item
2004
($)

2005
($)

2006
($)

2007
($)

2008
($)

2009
($)

2010
($)

2011
($)

2012
($)

FY 2004
through 2012

Totals
($)

Operating Activities
Operating Income 38,283,210 59,226,810 80,502,100 86,380,410 115,220,822 160,407,638 168,115,903 171,200,032 171,574,221 1,050,911,146
Depreciation 90,215,641 101,158,177 115,902,662 129,283,664 138,963,634 145,423,998 152,878,850 161,497,647 170,546,599 1,205,870,872
Miscellaneous
Revenues

2,197,652 2,242,117 2,285,088 2,333,187 2,371,392 2,425,635 2,485,424 2,535,868 2,592,252 21,468,616

Applied
Unrestricted Cash

26,804,887 - 13,551,608 23,067,105 76,853,660 393,431 1,351,249 1,512,657 9,524,498 153,059,095

Applied Restricted
Cash

22,294,689 47,747,924 22,794,341 1,092,327 - - - - - 93,929,281

Total Operating
Activities

179,796,080 210,375,028 235,035,799 242,156,694 333,409,508 308,650,702 324,831,427 336,746,203 354,237,570 2,525,239,011

Non-capital
Financing

Payment In Lieu
of Taxes, Less
Franchise Fees

(23,819,376) (24,585,377) (25,266,477) (25,759,641) (26,480,509) (27,205,668) (28,011,269) (28,840,553) (29,750,080) (239,718,950)

Capital and Related
Financing Activities

Net Bond
Proceeds

226,837,873 267,521,018 348,841,779 363,042,126 169,343,079 100,582,722 82,487,895 108,017,627 132,285,544 1,798,959,663

Capital
Expenditures

(304,568,689) (332,377,643) (477,139,436) (480,189,539) (353,845,802) (186,418,576) (220,121,402) (247,636,443) (275,720,800) (2,878,018,330)

Contributions in
Aid

31,412,008 40,763,392 48,414,585 52,403,378 36,240,063 46,471,673 47,029,671 47,382,282 47,614,686 397,731,738

Debt Service (85,393,043) (103,435,410) (119,055,636) (141,890,986) (160,885,483) (173,918,134) (180,595,667) (188,821,328) (198,089,703) (1,352,085,391)
Total Capital and
Related Financing
Activities

(131,711,850) (127,528,643) (198,938,708) (206,635,021) (309,148,144) (213,282,315) (271,199,503) (281,057,862) (293,910,274) (2,033,412,320)

Investing Activities
Interest Earnings 5,893,679 7,872,311 9,758,301 10,229,508 6,381,271 4,677,180 5,464,976 6,397,524 7,300,341 63,975,092

Net Change to Cash
and Cash
Equivalents

30,158,533 66,133,319 20,588,916 19,991,540 4,162,126 72,839,899 31,085,631 33,245,312 37,877,557 316,082,832

Beginning Cash and
Equivalents

146,479,871 176,638,404 242,771,724 263,360,639 283,352,179 287,514,305 360,354,204 391,439,834 424,685,146

Ending Cash and
Equivalents

176,638,404 242,771,724 263,360,639 283,352,179 287,514,305 360,354,204 391,439,834 424,685,146 462,562,703
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Debt Service Coverage
With regard to large capital additions to the System, the City Bond Ordinance requires:

“a certificate of an Independent Engineer to the effect that, based on the Engineering
Report prepared for the Capital Addition, the projected Net Pledged Revenues for
each of the three Fiscal Years subsequent to the date the Capital Addition is
estimated to become commercially operative (as estimated in the Engineering
Report) will be not less than 130 percent of the Average Annual Principal and
Interest Requirements of the Outstanding Bonds, any Outstanding First Lien Bonds,
any Outstanding Parity Bonds and the Parity Bonds proposed to be issued, and all
Parity Bonds estimated to be issued, if any, during the period from the date the first
series of Parity Bonds for the Capital Addition is to be delivered through the third
Fiscal Year subsequent to the date the Capital Addition is estimated to become
commercially operative, for all Capital Improvements and for all Capital Additions
then in progress or then being initiated.”

In terms of assumed additional revenues related to a Capital Addition, the Bond Ordinance
states:

“In determining whether or not additional Parity Bonds may be issued as aforesaid,
consideration shall be given to any probable increase (but not reduction) in the
Operation and Maintenance Expenses of the System as estimated by the Director that
will result from the expenditure of the funds proposed to be derived from the
issuance and sale of the additional securities; but the Director may reduce any such
increase in Operation and Maintenance Expenses by the amount of any increase in
revenues or any reduction in Operation and Maintenance Expenses resulting from
the Capital Improvements or Capital Additions to which such expenditure relates
and not otherwise included in the calculations under this Section, if the Director also
opines that any such reduction in any such increase in Operation and Maintenance
Expenses will not materially and adversely affect the City’s apparent ability to
comply with the rate maintenance covenant stated in Section 821 hereof without
modification because of any restrictive legislation, regulation or other action under
the police power exercised by any governmental body.”

This has been interpreted to mean that increased, or lower, operating and maintenance
expenses may be considered in relation to required revenues related to the Capital Addition
and the issuance of additional Parity Bonds to finance it. Springs Utilities has interpreted
this to mean revenue changes related only to customer growth during the 3-year Engineer’s
Certification period may be incorporated into the analysis.

Table 5-11 presents the annual debt service coverage projections for FY 2004 through 2012
and also includes the estimated FCCR. Sufficient debt service coverage relative to the annual
debt service coverage ratio is maintained during the forecast period, according to the
projections provided by Springs Utilities. In addition, the estimated FCCR exceeds the
minimum ratio of 1.6 throughout.

Table 5-12 shows the actual additional bonds calculation under the City Bond Ordinance.
This requires using the average debt service and also growth in revenues only permitted by
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changes to operating costs, which in this forecast has been assumed to mean the annual
change to the number of customers during this 3 year period.  Forecasted rate increases
prior to this 3 year period have been incorporated into the revenue forecast.

The average debt service has been interpreted to mean the average of the sum of the actual
and anticipated annual debt service requirements. The forecast shown in Table 5-12 shows
debt coverage in excess of the required 1.3 times net pledged revenues through the forecast
period.

The forecast horizon for debt service coverage certification for the first 3 years after the
Southern Delivery System begins operations in 2009, from 2010 through 2012, is a lengthy
one. Risks invariably increase with forecast time horizons. CH2M HILL has reviewed
forecast capital and operating expense requirements for the Southern Delivery System.
CH2M HILL has not audited the forecasting process of Springs Utilities for past forecast
accuracy. Springs Utilities appears to have a well-established forecasting process and
methodology. The following key assumptions are made here with regard to debt service
repayment and debt repayment capacity: consolidated System expenses will be
approximately as forecast by Springs Utilities, and utility rate and customer bill increases
will be approved, implemented, and achieved during the forecast period.

Conclusions
CH2M HILL’s projection of the financial performance of the System for the 9-year period
2004 through 2012 is summarized as follows:

• Total operating revenues are projected to increase 58 percent. Operating expenses,
including incremental expenses attributed to planned capital expenditures, are projected
to increase by 38 percent over the forecast period.

• The Southern Delivery System reflects a priority need of the system for additional water
supply. CH2M HILL has not determined the priority of other capital spending antici-
pated by Springs Utilities during this 9-year period. Expenditures for the Southern
Delivery System and other capital improvement projects will be funded through a
combination of debt issues and internally generated funds.

• The 9-year capital program will be funded by planned rate increases for water,
wastewater, electric, and gas service customers. Successive rate increases will be
required. The typical residential bill for water, wastewater, electric, gas, and street light
services is projected to increase 69 percent in nominal terms between 2004 and 2012.
However, when adjusted for assumed annual inflation of 2.63 percent, the cumulative
increase for average customer bills will be about 33 percent. Given scheduled water and
wastewater rate increases throughout the forecast period, net revenues will be sufficient
to meet projected debt service obligations on the 2003B Bonds planned for this capital
expansion.
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TABLE 5-11
Springs Utilities' Annual Debt Service and Fixed Cost Coverage Ratio Forecast

Item 2004 2005 2006 2007 2008 2009 2010 2011 2012
Electric Operating Revenues $289,725,284 $314,771,545 $336,425,122 $359,478,813 $366,608,659 $389,541,595 $411,037,645 $431,643,547 $453,086,373
Water Operating Revenues $73,910,371 $90,667,056 $105,110,536 $110,629,919 $124,948,458 $164,362,449 $168,288,351 $173,672,159 $178,892,388
Wastewater Operating
Revenues

$33,629,859 $37,283,317 $43,408,273 $51,565,002 $63,588,012 $70,745,406 $77,782,943 $79,034,299 $79,895,892

Gas Operating Revenues $183,748,107 $182,752,114 $184,919,674 $189,556,436 $193,673,162 $201,466,809 $207,844,282 $212,151,486 $220,825,553
Street Light Operating
Revenues

$4,636,120 $4,765,733 $5,136,115 $5,397,652 $5,624,138 $5,828,053 $6,065,219 $6,162,461 $6,254,508

Nonregulated Operating
Revenues

$42,910,490 $41,487,693 $40,626,839 $39,776,193 $40,389,765 $41,804,161 $53,463,044 $51,280,049 $49,853,297

Miscellaneous Revenues $7,177,311 $6,954,263 $8,010,454 $7,386,438 $7,253,249 $7,302,445 $7,363,457 $7,426,574 $7,490,744
Interservice Eliminations $(20,509,785) $(22,179,069) $(23,100,148) $(21,741,813) $(22,748,161) $(22,877,230) $(24,685,148) $(25,007,327) $(25,998,826)

Total Operating
Revenues

$615,227,757 $656,502,653 $700,536,865 $742,048,641 $779,337,282 $858,173,689 $907,159,793 $936,363,248 $970,299,928

Operating Expense (Labor) $128,492,196 $133,035,155 $138,349,127 $145,876,752 $150,852,942 $155,875,814 $160,984,188 $166,299,050 $171,653,127
Operating Expense
(Non-labor)

$113,332,892 $115,162,792 $115,211,240 $116,973,933 $121,550,068 $131,979,744 $132,926,246 $134,267,767 $137,488,754

Fuel Expense $265,413,604 $270,098,789 $273,671,884 $285,275,695 $275,497,977 $287,363,724 $316,939,754 $328,106,080 $345,036,052
Interservice Eliminations $(20,509,785) $(22,179,069) $(23,100,148) $(21,741,813) $(22,748,161) $(22,877,230) $(24,685,148) $(25,007,327) $(25,998,826)

Total Operations and
Maintenance Expense

$486,728,906 $496,117,666 $504,132,103 $526,384,566 $525,152,826 $552,342,052 $586,165,040 $603,665,570 $628,179,107

Operating Incomea $128,498,851 $160,384,987 $196,404,762 $215,664,075 $254,184,456 $305,831,637 $320,994,754 $332,697,679 $342,120,821
Interest Income (Excluding
Interest on Bond Proceeds)

$2,778,840 $3,405,325 $4,136,375 $4,175,141 $3,416,608 $3,413,199 $4,433,877 $5,047,304 $5,646,772

Contributions in Aid $31,412,008 $40,763,392 $48,414,585 $52,403,378 $36,240,063 $46,471,673 $47,029,671 $47,382,282 $47,614,686
Nonoperating Miscellaneous
Revenues

$2,197,652 $2,242,117 $2,285,088 $2,333,187 $2,371,392 $2,425,635 $2,485,424 $2,535,868 $2,592,252

Net Pledged Revenues $165,096,357 $207,015,283 $251,471,251 $274,817,749 $296,466,595 $358,408,930 $375,223,858 $387,957,280 $398,283,392
Authority Debt Service $5,065,629 $5,540,141 $5,547,777 $5,547,859 $5,546,075 $5,548,938 $5,550,076 $5,547,715 $5,546,256
Electric Capacity Payments $26,060,374 $29,456,376 $31,694,976 $34,643,376 $37,728,276 $40,944,580 $44,450,343 $47,535,243 $50,319,843
Total Debt Service $85,393,043 $103,435,410 $119,055,636 $141,890,986 $160,885,483 $173,918,134 $180,595,667 $188,821,328 $198,089,703
Debt Service Coverage 1.93 2.00 2.11 1.94 1.84 2.06 2.08 2.05 2.01
Fixed Cost Coverageb 1.68 1.75 1.85 1.73 1.66 1.84 1.84 1.82 1.79
aOperating income excludes depreciation and payments in lieu of taxes.
bThe internal financial target for Fixed Cost Coverage Ratio is equal to or greater than 1.6.
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TABLE 5-12
Colorado Springs Bond Ordinance Additional Bonds Coverage Test

Item 2010 2011 2012

Electric Operating Revenues $379,808,239 $386,320,032 $393,007,819

Water Operating Revenues $129,218,060 $131,447,740 $133,592,029

Wastewater Operating Revenues $65,777,073 $66,921,242 $68,065,411

Gas Operating Revenues $202,134,976 $206,418,117 $210,596,790

Street Light Operating Revenues $5,814,082 $5,914,990 $6,009,962

Nonregulated Operating Revenues $41,870,737 $42,630,388 $43,376,144

Miscellaneous Revenues $7,353,457 $7,426,574 $7,490,744

Interservice Eliminations $(24,685,148) $(25,007,327) $(25,998,826)

Total Operating Revenuesa $807,301,477 $822,071,756 $836,140,075

Operating Expense (Labor) $160,984,188 $166,299,050 $171,653,127

Operating Expense (Nonlabor) $132,926,246 $134,267,767 $137,488,754

Fuel Expense $316,939,754 $328,106,080 $345,036,052

Interservice Eliminations $(24,685,148) $(25,007,327) $(25,998,826)

Total Operation and Maintenance
Expense

$586,165,040 $603,665,570 $628,179,107

Operating Incomeb $221,136,437 $218,406,186 $207,960,968

Interest Incomec $4,433,877 $5,047,304 $5,646,772

Contributions in Aid $47,029,671 $47,382,282 $47,614,686

Nonoperating Miscellaneous Revenues $2,485,424 $2,535,868 $2,592,252

Net Pledged Revenues $275,085,410 $273,371,640 $263,814,677

Average Annual Debt Serviced $127,603,761 $132,322,819 $138,485,366

Average Debt Service Coverage Ratio 2.16 2.07 1.91
aOperating Revenues include no rate increases (revenue growth is only from customer growth).
bOperating Income excludes depreciation and payments in lieu of taxes.
cExcluding interest on bond proceeds.
dAverage annual debt service per Bond Ordinance calculation definition.

The 9-year capital program will be funded by planned rate increases for water, wastewater,
electric, and gas service customers. Successive rate increases will be required. The typical
residential bill for water, wastewater, electric, gas, and street light services is projected to
increase 69 percent in nominal terms between 2004 and 2012. However, when adjusted for
assumed annual inflation of 2.63 percent, the cumulative increase for average customer bills
will be about 33 percent. Given scheduled water and wastewater rate increases throughout
the forecast period, net revenues will be sufficient to meet projected debt service obligations
on the 2003B Bonds planned for this capital expansion.   
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SECTION 6.0

Study References

To prepare this Engineering Report, CH2M HILL reviewed and relied on information
provided by Springs Utilities. Although CH2M HILL has not independently verified this
information and offers no assurances regarding it, CH2M HILL believes that the
information is valid for the purposes of this Engineering Report.

The following specific sources of information were used to prepare the Engineering Report:

• Interviews and correspondence with Springs Utilities staff

• Water Resources Plan for Colorado Springs Utilities (Black and Veatch, 1996)

• Water Distribution Master Plan, Colorado Springs Utilities (Black and Veatch, 1999)

• Preferred Storage Operations Plan, Southeastern Colorado Water Conservancy District
(GEI Consultants, 2000)

• Southern Delivery System Update, Colorado Springs Utilities (Black and Veatch,
November 2001)

• Alternatives Analysis, Regional Water Infrastructure Authority (Black and Veatch, May 2002)

• Water System Master Plan, City of Fountain (Black and Veatch, 2002)

• Southern Delivery System, Cost Estimating Guide (CH2M HILL, 2003)

• Intergovernmental Agreement among City of Colorado Springs, Colorado and City of
Fountain, Colorado and Security Water District for the Construction of the Southern
Delivery System, effective August 1, 2003

• Annual financial reports of Springs Utilities for FY 1999 through FY 2002, audited by
Grant Thornton, LLP

• Colorado Springs internal planning documents: Colorado Springs Utilities Financial
Projections 2004-2012 - Model Run 05-30-03 and Colorado Springs Utilities Sales &
Revenue Forecast 2004-2008, Spring 2003

• Revised Colorado Springs Utilities Financial Projections 2004-2013

• Colorado Springs Utilities Sales & Revenue Forecast 2004-2008, Spring 2003

• Colorado Springs Utilities Sales and Load Forecast 2003-2013, Spring 2003

• Spreadsheet Models from Colorado Springs Utilities, including: combined and service-
level sales and expenses, condensed operating statement and cash-flow statements,
calculations of Bond Ordinance-required average debt service, customer forecasts,
average residential bill forecasts, and 16-City Rate Survey conducted in 2003

• Numerous e-mail communications from Springs Utilities staff
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Acronyms and Abbreviations 

ac-ft/yr acre-feet per year 

BPS Bradley Pump Station 

CIP Capital Improvement Program 

CWRPDA Colorado Water Resources and Power Development Authority 

DSC debt service coverage 

DWRF Drinking Water Revoking Fund 

FCCR fixed cost coverage ratio 

FEIS Final Environmental Impact Statement 

FRP Front Range Power 

FVA Fountain Valley Authority 

IGA Intergovernmental Agreement 

JPS Juniper Pump Station 

LTEC Long Term Excess Capacity 

mgd million gallons per day 

NEPA National Environmental Policy Act 

O&M operations and maintenance 

PSOP Preferred Storage Options Plan 

Pueblo West Pueblo West Metropolitan District 

ROD Record of Decision 

SDS Southern Delivery System 

WAPA Western Area Power Authority 

WCPS Williams Creek Pump Station 

WTP Water Treatment Plant 
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SECTION 1.0 

Introduction 

Authorization and Report Organization 
No changes. 

Requirement for Study and Relationship of CH2M HILL 
No changes. 

Forward-looking Statements 
No changes. 

Assumptions and Limitations 
Opening paragraph: No changes. 

• Bullet 1: Replace entire text with: 

The subject of this Engineering Report is the proposed first construction phase of the 
Southern Delivery System (SDS). The overall SDS is assumed to include an initial 
delivery system plus several phased additional components. The initial delivery system 
is known as Phase 1 and includes: a diversion from the Arkansas River system via a 
connection to the River Outlet Works of Pueblo Dam, three raw water pump stations, 
about 53 miles of large diameter (66-inch and 72-inch) raw water pipeline, a new 50-
million-gallons-per-day (mgd) water treatment plant (WTP), about 9 miles of finished 
water pipelines, and a variety of appurtenant facilities required to allow these features to 
operate together as a system. Later phases of the system are planned to include 
expanded capacity at the raw water pump stations, and expansion of the WTP to 100 
mgd or greater; and the construction of Upper Williams Creek Reservoir and the 
Williams Creek Reservoir. Phase 1 is the Capital Addition referred to in this Engineering 
Report and is the project for which the initial costs will be funded by 2003B Bonds. Phase 
1 has a capital budget of $880 million (in April 2009 dollars). Of this, Springs Utilities’ 
share is expected to be about $838 million. The remainder is assumed to be provided by 
the other project participants, the City of Fountain (Fountain), Security Water District 
(Security), and Pueblo West Metropolitan District (Pueblo West). 

• Bullet 2: Replace entire text with: 

The following is the assumed schedule for each phase of the SDS to be commercially 
operational: 

SDS – Phase 1   2016 
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Upper Williams Creek Reservoir    2021 

Addition of Capacity to Bradley Pump Station  2025 

Southern Delivery WTP Expansion to 100 mgd  2025 

Williams Creek Exchange Reservoir   2025 

• Bullet 3: First sentence, add “Pueblo West” to list of Project Participants. 

• Bullet 4: Replace entire text with: 

The project is currently being implemented as a partnership among Springs Utilities, 
Fountain, Security, and Pueblo West. The Intergovernmental Agreement (IGA) dated  
August 1, 2003 and amended February 4, 2008 establishes the mutual undertakings of 
the four participants. Table 2-1 shows the pro rata participation share in the various 
project elements. The IGA permits one or more of the partners to elect not to participate 
in the SDS within a constrained timeframe. For the purposes of this Engineering Report, 
it is assumed that none of the four current partners will elect not to participate in the 
SDS.  

• Bullet 5: Replace entire text with: 

The Preferred Storage Options Plan (PSOP), sponsored by the Southeastern Colorado 
Water Conservancy District and Reclamation, calls for a master contract for Long Term 
Excess Capacity space (LTEC space) in Pueblo Reservoir and other Frying Pan-Arkansas 
facilities and enlargement of Pueblo Reservoir. For the project to move forward, changes 
to federal legislation, National Environmental Policy Act (NEPA) compliance, and 
funding are required; therefore, this project was not considered as a reasonably 
foreseeable action in the Final Environmental Impact Statement (FEIS). Although PSOP 
was previously considered part of the SDS, it is not required for successful operation; 
therefore, it is no longer a part of the project. Colorado Springs has instead opted to 
pursue its own LTEC contract with Reclamation separate from the PSOP process. 

• Bullet 6: Delete entire text. 

• Bullet 7: Delete entire text. 

• Bullet 8: Replace entire text with: 

The main water supply for the SDS is planned to be a connection to the existing outlet 
works at Pueblo Dam. The outlet works were not originally designed to supply flows to 
SDS. Thus, physical modifications and institutional arrangements regarding the dam 
outlet works will be required. Physical modifications will be accomplished by 
coordinating through the United States Bureau of Reclamation (Reclamation), which 
owns and operates the dam and outlet works. Reclamation’s acceptance of the 
connection design will not be given until final construction drawings are submitted and 
reviewed. For the purposes of this Engineering Report, it is assumed that Springs 
Utilities and Reclamation will reach mutual agreement on issues related to supplying 
water for the SDS through Pueblo Dam, and that the agreement will neither delay the 
implementation of Phase 1 of the SDS, nor significantly increase the costs estimated for 
the work. 
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• Bullet 9: Replace entire text with: 

Springs Utilities produces an Annual Sales and Load Forecast report that projects water 
demands for their service area based on population and economic data.  They also 
produce regular Raw Water Yield studies to determine available water supplies.  
Springs Utilities determined the required service date for the SDS using these two data 
sources.  Springs Utilities developed this information using extensive analyses, and 
CH2M HILL was not directly involved.  CH2M HILL has assumed the data in these 
reports and the required service dates provided by Springs Utilities. 

• Bullet 10: Replace first sentence with: 

The Financial Analysis section relies on capital and operating cost estimates from 
Springs Utilities’ July 2009 long-term financial forecasting model. CH2M HILL prepared 
the capital estimates for construction of the SDS through 2016 and the estimated 
operating expenses of the SDS through 2019. Other cost estimates were developed as 
described in Section 5 of this report. 



 

SDS ENGINEERING REPORT, OCTOBER 2009 ADDENDUM 4 

SECTION 2.0 

Colorado Springs Utilities 

City of Colorado Springs 
Replace “361,000” with “384,000”. 

Nature of Springs Utilities  
No changes. 

Services 
No changes. 

Water System 
Paragraph 1: Replace entire text with: 

The Water System currently serves an estimated 423,000 persons. This represents the 
City’s population, people living in the Ute Pass communities west of the City, military 
bases, and other areas outside the City limits. The City owns potable and nonpotable 
water resources. Presently developed potable water supply sources consist of surface-
water and groundwater resources that are capable of providing a hydrologic firm yield 
of 61,240 acre-feet per year (ac-ft/yr) (about 55 mgd)1

                                                      
1 Reduction in yield values from what was provided in 2003 is due to update of original model and yield estimates to include 
expansion of the historical data set analyzed to incorporate severe drought conditions, additional insight into specific 
operational and modeling issues in the system, new operation policies and agreements with other entities, and modification of 
proposed project facilities and schedules. These reasons also apply to all changes in yield shown in Section 3.0. 

. Springs Utilities staff estimate 
that about 114,500 ac-ft/yr (102.3 mgd) can be reliably conveyed into the service area 
from these sources under certain assumptions of operation and risk tolerance as 
discussed later in this document.  

Paragraph 2: Replace “five treatment plants” with “six treatment plants”. 
Replace “13 mgd” with “12.8 mgd”. 
Delete “although pumping capacity limits deliveries from this plant to 
11 mgd”  
Replace “230 mgd” with “232 mgd”. 
Replace “beyond 2010” with “thru 2027”. 

Paragraph 3: Replace “24 reservoirs” with “25 reservoirs”. 

Paragraph 4: Replace “1,738 miles” with “1,945 miles”. 
Replace “2 percent” with “3 percent”. 
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Paragraph 5: Replace “2009” with “2016”. 
Replace “post-2009” with “post-2016”. 
Replace “2040” with “2027”. 
Replace entire last sentence with: 

The loss of entitlement, delays in the development of additional facilities, growth of 
population in excess of projections, or significant hydrological change could result in 
interim water delivery shortages. 

Drought Conditions in the Region 
Replace entire text with: 

In 2002, Colorado, along with most of the western United States, was in the midst of 
prolonged drought conditions, with Colorado’s annual precipitation totaling only 
60 percent of the average.  As a result of this, the water levels in Springs Utilities water 
storage reservoirs were below normal while water demand remained high. To decrease 
water demand, the City Council approved mandatory water restrictions for water 
customers, increased the summer rate for general service users, and implemented 
inclining block rates for residential users. In October of 2005, City Council lifted the 
mandatory restrictions, and asked local citizens to continue with voluntary water 
restrictions. All watering restrictions are a temporary response to unusual shortage 
conditions, and are above and beyond ongoing water conservation programs and 
efficiency efforts. 

Reuse of Imported Water Return Flows 
Paragraph 1: Replace entire last sentence with: 

Exchange reuse also includes replacing out of priority diversions in local watersheds 
and augmenting well pumping. 

Paragraph 2: Replace “57,000 acre-feet” with “80,900 acre-feet”. 

Joint Water Authorities 
No changes. 

Wastewater System 
Paragraph 1: Replace “48,190,000 gallons per day” with “42.7 mgd”. 

Replace “129 gallons per day” with “116 gallons per day”. 
Replace “December 2002” with “August 2009”. 
Replace “1,500 miles” with “1,640 miles”. 

Paragraph 2: Delete “with a single discharge point”. 
Replace “65 mgd” with “85 mgd”. 
Replace “75 mgd” with “95 mgd”. 

Paragraph 3: Replace entire text with: 

Springs Utilities operates the Las Vegas Street Wastewater Treatment Plant that 
discharges treated wastewater to Fountain Creek and the JD Phillips Water Reclamation 
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Facility that discharges treated wastewater to Monument Creek. Both facilities operate 
under the terms of Colorado Discharge Permit System permits issued in 2006, pursuant 
to the federal Clean Water Act. Under its existing permits, Springs Utilities is required to 
monitor its wastewater discharge and provide a monthly monitoring report to the U.S. 
Environmental Protection Agency and the Colorado Department of Public Health and 
Environment. 

Paragraph 4: Replace entire text with: 

Additional improvements to the system will be required beginning in 2014 to 
accommodate additional flows from Banning Lewis Ranch, a development in the Jimmy 
Camp Creek basin that is expected to have a final build-out of 60,000 homes. These 
improvements will include pumping facilities to convey wastewater from the 
development to the J.D. Phillips Water Reclamation Facility and improvements to the 
Las Vegas Wastewater Treatment Plant to expand capacity and improve odor control. 
The cost of these improvements would be paid for by the developer. 

Paragraph 5: Delete entire paragraph. 

Electric System 
Paragraph 1: No changes. 

Paragraph 2: Replace “600 megawatts” with “611 megawatts”. 
Replace “75 percent” with “76 percent”. 
Replace “300 megawatts” with “357 megawatts”. 

Paragraph 3: No changes. 

Paragraph 4: Replace “December 31, 2002” with “August 2009”. 
Replace “2,063 miles” with “1,083 miles”. 
Replace “1,109 miles” with “2,368 miles”. 
Replace “82 miles” with “81 miles”. 
Replace “117 miles” with “126 miles”. 
Replace “21 miles” with “24 miles”. 
Replace “9 transmission substations” with “10 transmission substations”. 

Paragraph 5: No changes. 

Gas System 
Paragraph 1: Replace “150,000 customers” with “184,000 customers”. 

Paragraph 2: No changes. 

Paragraph 3: No changes. 

Street Light System 
Replace entire text with: 

Effective February 1, 2003, the City Council designated the Street Light System as a 
separate Springs Utilities system. Springs Utilities is responsible for installation and 
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maintenance of about 25,000 streetlights in the community. The streetlight program is 
funded through the City of Colorado Springs’ annual budget. 

Financial Structure 
Combined System 
Paragraph 1: Replace entire text with: 

The City has numerous outstanding revenue bonds issued for Springs Utilities 
(collectively, the “Parity Bonds”). As discussed in the Official Statements relating the 
Parity Bonds (the “Official Statements”), the Parity Bonds are payable from the Net 
Pledged Revenues (as defined in the Official Statements) and do not constitute a debt or 
an indebtedness of the City. 

Paragraph 2: Delete entire text. 

SDS Project 
Replace first sentence with: 

Springs Utilities has entered into an IGA effective February 4, 2008, with Fountain, 
Security, and Pueblo West for the construction of the SDS. 

Replace “three participants’ ” with “four participants’ ”. 

Replace Table 2-1 with: 

TABLE 2-1 
Prorated Distribution of Phase 1 SDS Construction Costs 

Project Element 

Springs 
Utilities 

(%) 
Fountain 

(%) 
Security 

(%) 

Pueblo 
West 
(%) 

Total 
(%) 

Common Project Costs 95.29 3.29 1.29 0.13 100.00 

Raw Water Conveyance 95.21 3.04 1.75 0.00 100.00 

Pueblo Dam Connection 77.35 2.47 1.43 18.75 100.00 

Finished Pipelines      

 Springs Utilities Finished Pipelines 100.00 0.00 0.00 0.00 100.00 

 Fountain Finished Pipelines 0.00 100.00 0.00 0.00 100.00 

 Security Finished Pipelines 0.00 0.00 100.00 0.00 100.00 

Water Treatment Plant and FWPS 86.15 11.25 2.60 0.00 100.00 

UWCR Land Acquisition 100.00 0.00 0.00 0.00 100.00 
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Capital Improvements 
Paragraph 1: Delete first sentence. 

Paragraph 2: Replace third sentence with: 

Currently, Springs Utilities indicates that known planned improvements in each 
division of the service area are included in the Capital Improvement Program (CIP), 
including the SDS. 

Delete fourth sentence. 

Paragraph 3: No changes. 
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SECTION 3.0 

Springs Utilities Raw Water Delivery System 

Opening Paragraph: Replace second sentence with:  

The SDS will deliver raw water to Pueblo West and will deliver and treat raw water to 
potable water quality for customers in the Springs Utilities, Fountain, and Security water 
system service areas. 

Current Raw Water Supplies 
Opening Paragraph: No changes. 

Replace Table 3-1 with: 

TABLE 3-1 
Summary of Raw Water Supplies Available to Springs Utilities 

Source 

Hydrologic Firm Yield(1) 

Conveyance System ac-ft/yr mgd 

Local Systems 22,500 20.1 Local 

Blue River System 1,000 0.9 Blue River 

Homestake System 1,000 0.9 Homestake (Otero) 

Twin Lakes System 11,000 9.8 Homestake (Otero) 

Fryingpan-Arkansas Project 2,100 1.9 FVA 

Turquoise Reservoir CF&I Decree 0 0 Homestake (Otero) 

Colorado Canal System  0 0 Homestake (Otero) 

Arkansas River Exchanges  18,600 16.6 Homestake (Otero) 

Groundwater 5,040 4.5 See Note 2 

Total 61,240 54.7  

(1) Hydrologic yields are the yields that are available from each of Springs Utilities’ sources based on physical 
hydrology alone.  There are no infrastructure constraints placed on the system. 

(2) No specific conveyance system is associated with groundwater supply deliveries. 

Local Systems 
Replace “23,900 ac-ft/yr” with “22,500 ac-ft/yr”. 

Replace “Resource Supply Department (2003)” with “Raw Water Yield Study (2005)” 
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Blue River System 
Replace “10,200 ac-ft/yr” with “1,000 ac-ft/yr”. 

Replace “1996 Water Resources Plan” with “2005 Raw Water Yield Study”. 

Homestake System 
Replace “13,800 ac-ft/yr” with “1,000 ac-ft/yr”. 

Replace “1996 Water Resources Plan” with “2005 Raw Water Yield Study”. 

Twin Lakes System 
Replace “35,000 ac-ft/yr” with “11,000 ac-ft/yr”. 

Replace “1996 Water Resources Plan” with “2005 Raw Water Yield Study”. 

Fryingpan-Arkansas Project 
Replace “14,200 ac-ft/yr” with “2,100 ac-ft/yr”. 

Replace “1996 Water Resources Plan” with “2005 Raw Water Yield Study”. 

Arkansas River Exchanges 
Delete last 3 sentences. 

Add the following text to the end of the paragraph: 

In 2005, it was estimated that firm yield from return flows was about 18,600 ac-ft/yr 
as reported in the Raw Water Yield Study. 

Turquoise Reservoir Colorado Fuel and Iron Corporation Decree 
Replace “only about 100 ac-ft/yr” with “negligible”. 

Replace “1996 Water Resources Plan” with “2005 Water Yield Study”. 

Delete last sentence. 

Colorado Canal System 
Replace “57.0” with “56.4”. 

Replace “13,700 ac-ft/yr” with “negligible”. 

Replace “1996 Water Resources Plan” with “2005 Raw Water Yield Study”. 

Groundwater 
Replace entire text with: 

Springs Utilities owns and operates several well systems. One is located near Fountain 
Creek, downstream of Colorado Springs at its Clear Springs Ranch facility, supplying 
the Nixon Power Plant, the City of Fountain, and ranch irrigation. A second system just 
south of Colorado Springs provides water to Security, ranch operations, and is capable, 
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with some system improvements, of providing potable water to Colorado Springs. A 
system of Denver Basin Aquifer (bedrock aquifer) wells in the northern portion of the 
city provides potable and nonpotable water for Colorado Springs, and several of these 
wells are equipped for Aquifer Storage and Recovery operations. These supplies are 
minor and provide only about 1.4 mgd (1,600 ac-ft/yr). Springs Utilities holds water 
rights to approximately 35,000 ac-ft/yr of additional groundwater from the Denver 
Basin Aquifers in the northern and northeastern parts of the City. These aquifers are 
considered nonrenewable. Only a portion of these groundwater rights are currently 
economically feasible to develop. The remainder of the potentially developable supply, 
plus other sources yet to be fully evaluated, may be implemented beyond the current 
planning horizon, depending on future technical feasibility and cost. 

Raw Water Conveyance System Limitations 
Rename section “Raw Water Conveyance System”. 

Replace entire section with: 

Each of the major raw water supply sources is conveyed to the Springs Utilities’ water 
system service area for treatment and distribution using one of four major raw water 
conveyance systems. Groundwater is not dependent on a specific conveyance system 
but is nonetheless available to help meet water demands. These four main conveyance 
systems include the local systems, the Blue River System, the Homestake (Otero) 
System, and the Fountain Valley Authority (FVA) System. 

For clarification, it should be noted that the hydrologic firm yield numbers shown in 
Table 3-1 of the previous section represent only the amount of water physically available 
at the original points of diversion.  These yield numbers do not take into consideration 
both the limitations and benefits of the collection, storage, transmission, treatment, and 
distribution infrastructure that lie between the physical supplies of water and the 
customer.   An example of a system limitation would be different supply sources 
competing for limited transmission capacity, while an example of a system benefit 
would be system storage providing water to meet demands at times when the supply 
sources were insufficient.  To appropriately analyze these system limitations and 
benefits, Springs Utilities has developed a sophisticated computer model, called the 
Operations and Yield Model.  In 2005, Springs Utilities undertook a study to estimate 
system firm yield (defined as the amount of annual demands that can be reliably met by 
the Water System) by modeling Springs Utilities’ major collection, storage, and delivery 
facilities and simulating system operations and demands using the Operations and Yield 
Model. This analysis considered both available water supply under the City’s water 
rights (Table 3-1) and the Springs Utilities’ water collection, storage, and delivery 
capacity. The analysis used 2005 assumptions of system configurations and risk 
tolerances and resulted in an estimate of 114,500 acre feet of developed system firm yield 
(dry year supply) and 46,500 acre feet of undeveloped system firm yield, for a total of 
161,000 acre feet of system firm yield. These system firm yield numbers represent the 
maximum amount of annual demand that can be met without shortage through a 
combination of water rights and delivery infrastructure. 
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Table 3-2 shows the current estimated system firm yield for developed and undeveloped 
system configurations.  The data indicates the contribution to the total firm yield by each 
delivery system. 

TABLE 3-2 
Estimated System Firm Yield 

 Firm Yield 

 ac-ft/yr mgd 

Developed Systems   

Local Systems – Direct Flow Water Rights 14,300 12.8 

Local System – Water from Storage 17,200 15.4 

Blue River Pipeline 7,800 7.0 

Otero Pump Station 64,700 57.8 

Conduit 8,300 7.4 

Groundwater 2,200 2.0 

Total Developed Systems 114,500 102.3 

Undeveloped Systems   

Existing System Improvements 4,500 4.0 

SDS 38,000 33.9 

Pueblo Reservoir Enlargement 4,000 3.6 

Total Undeveloped Systems 46,500 41.5 

   

Total Developed and Undeveloped Systems 161,000 143.8 

 

The System Firm Yield estimates shown above are based on specific operational and risk 
tolerance assumptions and were used in the SDS (SDS) NEPA analysis for purposes of 
comparison between SDS project alternatives.  Subsequent System Firm Yield analyses 
performed for different purposes use different operational and risk tolerance 
assumptions and show different results.    

Water Demands Relative to New and Existing Water Supplies 
Paragraph 1: Replace fourth sentence with: 

Population projections were developed by the Colorado State Demographer in the 
Colorado Department of Local Affairs. 

Delete last sentence. 

Paragraph 2: No changes. 
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Paragraph 3: Replace entire text with: 

The model used for the 2009 Annual Sales and Load Forecast Report considered 
multiple scenarios including 95 percent and 5 percent confidence intervals; high, 
medium, and low economic growth; various weather conditions; and updated price 
scenarios. The model also takes into account the impact of price-responsive and historic 
conservation programs. However, the conservation programs did not impact the 
required in-service date of a new regional water supply system. 

Paragraph 4: Delete entire text. 

Paragraph 5: Replace “during 2002 and 2003” with “during 2002 through 2005”. 
Replace the last two sentences with: 

Also, as mandatory water restrictions are lifted, there is typically a lag period before per 
capita water use returns to prerestriction levels (drought shadow). The model assumed 
that the drought shadow effect will continue. 

Paragraph 6: Delete entire text. 

Paragraph 7: Replace entire text with: 

The demand forecast is one of several factors that drive the SDS implementation 
date.  If demand is higher than expected, then mandatory water use restrictions can 
be used if necessary to meet demands until the new system is available in 2016. 
Conversely, if this demand forecast is accurate or conservative, the new system 
might be ready a few years ahead of the demand. This advanced implementation is 
consistent with the principles adopted in the 1996 Water Resources Plan, which 
suggested that new major water delivery projects should be planned to be available 
as much as 5 years in advance of the predicted need.  Recent local, state, and federal 
permitting activity undertaken by Springs Utilities and other utilities in Colorado 
indicate that required lead times for project implementation may be greater than 5 
years.  Accordingly, Springs Utilities staff recommended and Utilities Board 
approved a project implementation schedule with an in-service date of 2016. 

Paragraph 8: Delete entire text. 
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SECTION 4.0 

Implementation of a New Water Delivery System 

Opening paragraph: No changes. 

Selection of a New Major Water System 
Paragraph 1: No changes. 

Paragraph 2: Delete “and the impact of these projects was described in Section 3.0”. 

Paragraph 3: No changes. 

Paragraph 4: No changes. 

Paragraph 5: No changes. 

Paragraph 6: No changes. 

Add the following text after the sixth paragraph: 

As required by NEPA, the Bureau of Reclamation (Reclamation) performed an 
evaluation of potential environmental impacts of the SDS (Proposed Action) and six 
other alternative water supply options. In March, 2009, Reclamation published a Record 
of Decision (ROD) indicating its selection of the Proposed Action, as described in the 
FEIS released in December, 2008, for implementation. 

A second major hurdle that was crossed in the permitting of the SDS was the issuance of 
a 1041 Permit by Pueblo County on April 21, 2009. This permit was required, because 
Pueblo County adopted regulations pursuant to C.R.S. § 24-65.1-402 (1041 Regulations), 
which establish guidelines for site selection and construction of major new domestic 
water and sewage treatment systems, among other activities. The approval of the permit 
was dependent on conditions, including payment of $50 million to the new Fountain 
Creek Watershed, Flood Control and Greenway District to mitigate impacts to Fountain 
Creek, investment of $75 million in planned improvements to Springs Utilities 
wastewater collection system or reuse systems by December 31, 2024, dredging of 
Fountain Creek to restore levee capacity near Pueblo, and various construction 
mitigations. Issuance of this permit allowed for the selection of the Proposed Action 
over other alternatives presented in the FEIS. The Proposed Action, as described in the 
FEIS and other NEPA documents, is the SDS for the purposes of this Engineering 
Report. 

Paragraph 7: Replace “15 years” with “20 years”. 

Description of the Overall SDS 
Opening Paragraph: Replace first and second sentence with: 
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The SDS is a comprehensive regional water project that will convey water from the 
Arkansas River at Pueblo, Colorado to end users in the service areas of Springs Utilities, 
Fountain, Security, and Pueblo West. 

Replace “2009” with “2016”. 

• Bullet 1: Replace “planning” with “design”.  
Replace “2009” with “2016”. 

• Bullet 2: Delete entire text. 

• Bullet 3: Replace entire text with: 

Upper Williams Creek Storage Reservoir2

• Bullet 4: Replace entire text with: 

. This project involves the addition of a 
storage reservoir to facilitate the use of exchange flows and high river flows to meet 
seasonal and peak distribution system demands. This project is expected to be 
operational no earlier than 2021. 

SDS WTP and Bradley Pump Station (BPS) Expansion. The SDS WTP and BPS are 
planned to undergo an expansion during Phase 2 to increase treatment capacity from 50 
mgd to 100 mgd. This expansion is expected to be operational no earlier than 2025. 

• Bullet 5: Replace entire text with: 

Williams Creek Exchange Reservoir. As additional reusable wastewater discharges are 
made to Fountain Creek in the future, storage will be required to manage the release of 
these flows with diversions farther up in the Arkansas River watershed. The Williams 
Creek Exchange Reservoir is planned for this purpose and will allow the SDS to achieve 
its ultimate design diversion rate on an annual average day basis (refer to Table 4-1 for 
the relationship to SDS design flow). This project is expected to be completed no earlier 
than 2025. 

Final Paragraph: Replace entire text with: 

This Engineering Report is primarily focused on Phase 1 of the SDS as described above. 
This project (Phase 1) is the Capital Addition for which the initial costs will be funded 
from the 2003B Bonds. Additional Phase 1 and other SDS projects will be financed by 
other bond sales or other funding sources.  Because the costs of future SDS phases are 
outside the current water system CIP time frame, those costs were not included in the 
projected cash flow because they would not influence the debt service coverage analysis. 

Detailed Description of the SDS Capital Addition 
Paragraph 1: No changes. 

Paragraph 2: After the last sentence of the paragraph, add the following text: 

                                                      
2 Upper Williams Creek Reservoir takes the place of Jimmy Camp Creek Reservoir that was in the previous configurations. 
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Flows for Pueblo West, which requires 18 mgd, are delivered to the existing Pueblo West 
Pump Station through a 36”tee on the suction pipeline between the intake and the pump 
station. Therefore, this 18 mgd will only impact the connection to the Pueblo Dam, 
which is sized for 96 mgd to accommodate Pueblo West’s additional flow. 

Table 4-1: Replace entire table with: 

TABLE 4-1 
SDS Design Flow Summary 

User 
Designated Flow  

(mgd) 

Springs Utilities 70.55 

Fountain 2.25 

Security 1.3 

5 Percent Downtime Allowance 3.9 

Total SDS Design Flow (1) 78.0 

NOTE: 
(1)  Flow for Pueblo Dam Connection increased to 96 mgd to accommodate 
Pueblo West flows. 

Paragraph 3: Replace entire text with: 

Figure 4-1 shows a general plan of the SDS and its component parts. Phase 1 of the SDS 
includes five major project facility groups plus two elements related to environmental 
mitigation. The seven project areas encompass the main component parts of the system 
and include the following: 

Replace Figure 4-1 with the revised figure that is attached on the following page. 
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• Bullet 1: Replace entire text with: 

Connection Facilities. The intake connection to Pueblo Dam will be made at the River 
Outlet Works. Components include a Fixed Cone Valve Facility, connection to the 
existing outlet control gates and stainless steel tunnel liner, welded steel piping, 
isolation valves, combination air release valves, and a flow meter. The pipeline 
connecting to the River Outlet Works ends at a tee connection to the Juniper Pump 
Station suction header. Acceptance by Reclamation of the design is required to connect 
to the River Outlet Works. 

• Bullet 2: Replace entire text with: 

Raw Water Pumping Facilities. Three raw water pump stations are planned for the 
SDS. Juniper Pump Station (JPS) will be close to and downstream of the Connection 
Facilities. The two other raw water pump stations, Williams Creek Pump Station 
(WCPS) and BPS, will be booster stations located at intermediate points along the 
pipeline between the water source and the SDS WTP. JPS, which has an ultimate design 
firm pumping capacity of 78 mgd, will have seven pumps (six duty and one standby) 
with a total installed horsepower of 21,000 hp. Also, with an ultimate design firm 
pumping capacity of 78 mgd, WCPS will use seven pumps (six duty and one standby) 
with a total installed horsepower of 15,750 hp. BPS will have an ultimate installation of 
eight pumping units (seven duty plus one standby) with a total installed horsepower of 
18,000 hp. The two intermediate booster pump stations will each include a forebay to 
equalize flows between pump stations. Surge protection will be accomplished using 
hydropneumatic surge chambers located at each station. Site development aspects of 
each site include access roads, a pump station building designed to architecturally blend 
with the surrounding area, site security fencing, and other appurtenant features. 
Electrical power will be brought to each site to power the pumps. 

• Bullet 3: Replace entire text with: 

Raw Water Pipelines. The raw water pipeline (66-inch diameter) would begin at the JPS 
and head north through the WCPS, connecting to the forebay of BPS. The pipeline 
(increased to 72-inch diameter) would then continue north from BPS to a new SDS WTP 
east of Colorado Springs. Lined and coated welded-steel pipe similar to other major raw 
water pipelines is planned for this system. The pipeline will be about 53 miles long. The 
pipeline will be equipped with typical appurtenant facilities including air release and 
vacuum control assemblies, pipeline draining assemblies (blowoffs), isolation valves, 
and corrosion protection systems. The pipeline will also include a series of special 
crossings for construction beneath major roadways, railroads, and creeks. Land will be 
acquired or easements will be obtained on properties crossed by the pipeline. 

• Bullet 4: Replace entire text with: 

SDS WTP and Finished Water Pump Station. The SDS WTP process will consist of a 
conventional flocculation/ sedimentation/filter system with ozone for taste and odor 
removal, and sodium hypochlorite for disinfection. The initial plant will have a capacity 
of 50 mgd, expandable to 100 mgd in Phase 2. Also included in the design are raw water 
storage, finished water storage, the Finished Water Pump Station, and site elements 
including electrical and Instrumentation and Controls, in-plant roads, an access road, 
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and security elements. The Finished Water Pump Station will include seven pumping 
units; four units serve the Northfield Pressure Zone and three units serve the Templeton 
Pressure Zone. The firm capacity of the pump station will be 50 mgd. 

• Bullet 5: Replace entire text with: 

Finished Water Conveyance Facilities. Finished water facilities will include pipelines to 
convey the treated water from the Finished Water Pump Station into the distribution 
systems. About 9.0 miles of pipelines ranging from 36 to 54 inches in diameter are 
currently planned for Phase 1. Pipelines will be similar to those provided for raw water 
deliveries, except that finished water pipelines will be designed and constructed with 
the additional provisions required for potable water systems.  

Add the following bullets after Bullet 5: 

• 1041 Mitigation. 1041 Mitigation includes mitigation projects established as a condition 
of the 1041 Permit, including the payment to the new Fountain Creek Watershed, Flood 
Control and Greenway District, dredging of Fountain Creek near Pueblo, and various 
construction mitigations. 

• Additional Mitigation. Additional Mitigation includes construction of mitigation 
measures that may be required by Reclamation or others as a part of conditions imposed 
as a part of the ROD or other permits for the project. 

Estimated Costs for the SDS Capital Addition 
Paragraph 1: Replace entire text with: 

Cost estimates were developed for each component based on its current level of design. 
In general, costs were determined either by using vendor quotes for unit prices of bid 
items or from estimates developed by CH2M HILL. In early stages of design, unknown 
or unforeseen costs are compensated for by adding a percentage of the estimate to the 
total; this percentage is referred to as a contingency. As design progresses, more specific 
information can be used for the cost estimate, thus the contingency percentage 
decreases. The component cost plus the contingency is the Construction Cost. The 
Capital Cost Estimate is determined by adding costs for Other Costs (applicable 
allowances for the various activities required to implement a project of this magnitude) 
and Land Acquisition to the Construction Cost estimate. A Project Budget was 
established from the Capital Cost Estimate and various cost reduction proposals 
developed during a Value Engineering Workshop in May 2009. 

Paragraph 2: Replace entire text with: 

Table 4-2 presents the project budget for the SDS. Costs are presented in second quarter 
2009 dollars and have not been escalated (they are consistent with an Engineering News-
Record 20 Cities Construction Cost Index of 8528.39). 

Table 4-2: Replace entire table with: 
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TABLE 4-2 
SDS Project Budget Assumed Distribution(1) 

Project Component 
Cost 
($) 

Raw Water Pipelines/Connection 201,800,000 

Raw Water Pump Stations 113,000,000 

SDS WTP (50 mgd)/Finished Water Pump Station 154,000,000 

Finished Water Conveyance 12,500,000(2) 

System Component Cost Subtotal 481,300,000 

Project Contingency 84,500,000 

Estimated Construction Cost 565,800,000 

Land Cost 37,000,000 

Variable Other Costs 182,500,000 

Fixed Other Costs 94,700,000 

Total Project Cost (all Partners) 880,000,000 

Total Springs Utilities Cost Share 838,000,000 

NOTES: 
(1)Refer to Table 2-1 for a detailed breakdown of the cost sharing among project partners. 
Costs for mitigation are included in “other costs.” 
(2)Reduction in Finished Water Conveyance system cost is due to relocation of WTP from 
Jimmy Camp Creek closer to the Springs Utilities service area. 

Paragraph 3: Delete entire text. 

Paragraph 4: Delete entire text. 

Paragraph 5: Replace entire text with: 

The budget in Table 4-2 was presented to the Colorado Springs Utilities Board on 
July 22, 2009. The Board approved this project budget for Phase 1. Annual capital 
expenditures for the Phase 1 costs plus land costs estimated for Upper Williams Creek 
Reservoir were projected through 2016 for the financial analysis.3

                                                      
3 Annual capital expenditures were projected through the completion date of the project (2016), but the financial analysis 
section projects performance results from 2009 through 2019. 

 Costs were distributed 
in conformance with the implementation schedule described below. Costs were prorated 
to Springs Utilities, Fountain, Security, and Pueblo West using the percent participation 
level shown in the February 2008 Amendment to the IGA (refer to Table 2-1). Upper 
Williams Creek Reservoir construction costs are not included in the Phase 1 cost 
estimate.  

Paragraph 6: Delete entire text. 
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SDS Implementation Schedule 
Paragraph 1: Replace “2009” with “2016”. 

Replace “less than” with “approximately”. 
Replace “contingency” with “float”. 

Paragraphs 2 through 6: Delete entire text. 

Add the following text to the end of the section: 

This schedule includes ongoing design through 2012, construction of Phase 1 
components between 2010 and 2015, startup and testing from 2015 through March 2016, 
and extended operations for one to three years after startup.



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

(THIS PAGE INTENTIONALLY LEFT BLANK) 



 

 

The following section is CH2M HILL's forecast of financial performance for Springs 
Utilities' consolidated System from 2009 through 2019, and replaces the entirety of 
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SECTION 5.0 

Financial Performance 

This section presents an overview of Springs Utilities’ historical financial performance, 
evaluates the impacts of proposed financing of the capital improvement program, and 
forecasts future operating results for the consolidated utility system (System) from 2009 
through 2019. It includes a discussion of financial management policies and summarizes 
projected user rates and monthly bill impacts.  

Historical Performance 
Table 5-1 presents a brief overview of the financial performance of Springs Utilities for the 
past five years for which audited financial statements are available. System revenues 
increased from $633.7 to $788.6 million during this period, an increase of 24.4 percent. 
Operations and Other expenses have increased 32.4 percent, from $474.3 million to 
$627.8 million. Net pledged revenues available to pay debt service have fluctuated between 
$159.5 million in 2004 and $198.7 million in 2007. Adjusted net pledged revenues, which are 
used to calculate Springs Utilities’ fixed cost coverage ratio, ranged between $190.0 million 
in 2004 and $241.7 million in 2007.  

TABLE 5-1
Historical Consolidated Operating Results 1

2004 2005 2006 2007 2008
Operating Revenues 590,991      671,847      678,531      721,356      756,774      
Contributions in Aid of Construction 39,769        32,357        30,130        30,764        24,500        
Interest Earnings 2 2,980          6,046          9,847          11,635        7,327          

Total Revenue 633,739$    710,250$    718,508$    763,754$    788,601$    
Operating & Other Expense 3 474,284      516,369      531,512      565,047      627,796      
Net Pledged Revenue 4 159,456$    193,881$    186,995$    198,708$    160,806$    

Authority Debt Service & Electric Capacity 30,531        34,828        39,483        43,023        46,854        
Adjusted Net Pledged Revenue 5 189,987$    228,709$    226,479$    241,730$    207,660$    

Debt Service 71,722        80,781        87,055        91,166        79,388        
Authority Debt Service & Electric Capacity 30,531        34,828        39,483        43,023        46,854        

Total Fixed Cost Obligations 102,253$    115,609$    126,538$    134,189$    126,242$    

Debt Service Coverage Ratio 6 2.22 2.40 2.15 2.18 2.03
Fixed Cost Coverage Ratio 1.86 1.98 1.79 1.80 1.64

Source: Colorado Springs Utilities' Series 2009A Bond Official Statement, Executive Limitations (EL-7) Reports, and 
 internal Springs Utilities' financial analysis information

1 - All numbers in thousands, slight calculation discrepancies may occur due to rounding
2 - Excludes bond interest
3 - Includes Authority Debt Service and Electric Capacity obligations, but excludes depreciation
4 - Basis for debt service coverage ratio
5 - Basis for fixed cost coverage ratio
6 - The ratio is different than the ratio listed in the 2005 Audited Financial Statements (2.47); Springs Utilities no longer 

 uses bond funded interest in calculating this ratio and has removed such amounts from this calculation  
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Two different metrics are used to assess Springs Utilities’ financial strength: debt service 
coverage (DSC) and fixed cost coverage ratio (FCCR). Springs Utilities’ bond covenants 
require a minimum parity debt service coverage requirement of 1.30 times the annual debt 
service requirement. Actual debt service coverage has exceeded the minimum requirement 
in each of the last five years, ranging from 2.03x in 2008 to 2.40x in 2005. 

The FCCR is similar in nature to the DSC calculation, but accounts for other fixed cost 
obligations of the System including authority debt service and contracted take or pay 
electric capacity payments.4

Financial Management 

 The minimum FCCR threshold established by Springs Utilities’ 
Board is 1.60. Table 5-1 demonstrates that Springs Utilities has exceeded this requirement in 
each of the last five years, with the FCCR fluctuating between 1.64 and 1.98 over the 5-year 
historical period.  

Springs Utilities is an enterprise of the City of Colorado Springs, Colorado (City), and is 
accountable for the management and financial performance of electric, gas, water, 
wastewater, and street lighting utility services. The Chief Executive Officer of Springs 
Utilities is appointed by the City Council and directs and manages the utility. Major policy 
decisions are subject to the approval of City Council, which sits as the Board of Directors of 
Springs Utilities. 

Operating Account 
Operating revenues and operations and maintenance (O&M) expenditures are recorded and 
tracked using a system of accounts based on accepted guidelines of the Federal Energy 
Regulatory Commission and National Association of Regulatory Utility Commissioners. 
Within this account structure, revenue and expense items are associated with various 
accounts for each of Springs Utilities’ service offerings: electric, gas, water, wastewater, and 
street lighting. Other operating revenues, such as contributions in aid and interest earnings, 
are recorded as non-specific service revenue. While operating revenues are tracked and 
accounted for by service, the resulting cash and associated investments are jointly managed. 
Springs Utilities’ policy is to maintain a minimum balance of working capital equal to or 
greater than 45 days of average annual O&M expense. 

Debt Management Accounts 
A new account is created for each debt instrument associated with the capital improvement 
program. Debt proceeds are deposited into each account and set aside for various capital 
projects. Payments for invoices and services related to capital projects are initially made 
through the general Operating Account, including projects that are financed through 
current operating revenues (pay as you go financing). However, bond proceeds are then 
used to reimburse the general Operating Account for project expenditures associated with 
specific debt instruments.  

                                                      
4 Electric take or pay capacity payments are contractual obligations associated with WAPA, FRP, and future capacity 
obligations that require Springs Utilities to purchase a specific amount of electric capacity. Along with authority debt service, 
these operational costs are reclassified from O&M expenses to debt obligations in the FCCR calculation. 
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Capital Financing 
Springs Utilities’ consolidated capital improvement program contemplates approximately 
$3,594.8 million of capital expenditures in nominal dollars between 2009 and 2019.5

Bond proceeds from previous revenue bonds will be used to fund $56.4 million in capital 
expenditures in 2009. Revenue bond proceeds totaling $1,878.6 million will be generated by 
current and future debt offerings in 2009 ($133.6 million), 2010 ($284.4 million), 2011 
($231.2 million), 2012 ($330.3 million), 2013 ($297.9 million), 2014 ($217.1 million), 2015 
($99.1 million), 2016 ($70.0 million), 2017 ($40.0 million), 2018 ($60.0 million), and 2019 
($115.0 million). Estimated debt financing amounts include both SDS (SDS) revenue bonds 
and non-SDS revenue bonds.

 
Table 5-2 identifies projected capital expenditures and matching sources of funds. Projected 
capital expenditures will be funded through four sources: previous bond fund proceeds 
(1.6 percent), future revenue bond proceeds (52.1 percent), contributions in aid revenues 
(14.9 percent), and operating revenues from the System (31.4 percent). 

6

Current revenues from the Operating Account are expected to contribute $1,670.0 million 
over the forecast period. Contributions in aid, which consists of developer charges and cash 
contributions from customers to offset specific project costs, are expected to contribute 
$538.6 million.

 

7

Projected Operating Results 

 Another $1,131.4 million will be generated by customer sales revenues in 
each of the five service sectors to fund the capital program over the 11-year forecast period. 

Table 5-3 presents projected operating results for Springs Utilities’ consolidated System, 
including forecasted revenues, expenses, debt service, debt service coverage, and fixed cost 
coverage ratios through 2019. The forecasted financial performance of the System has been 
developed by CH2M HILL through the construction of a strategic financial planning model 
designed to project various performance metrics under alternative capital financing 
scenarios. The planning model represents cash flows under alternative assumptions related 
to revenue generation, O&M expenses, and structures for capital financing.  

                                                      
5 Projected capital expenditures are escalated at 4.0 percent annually to determine estimates in nominal dollars. 
6 2009 debt offerings also include projected proceeds of $8.2 million from a 2009 DWRF Loan from the Colorado Water 
Resources and Power Development Authority (CWRPDA). 
7 Developer charges are set to recover the capacity-increasing costs of new development. 
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TABLE 5-2
Annual CIP Expenditures and Funding by Source 1

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 TOTAL Percent

Total CIP 235.7$   253.2$   347.1$   370.2$   520.7$   441.5$   385.0$   248.4$   236.2$   209.7$   346.9$   3,594.8$   100.0%

Previous Bond Proceeds 56.4         56.4            1.6%
2009 & Future Bond Proceeds 2 133.6       284.4       231.2       330.3       297.9       217.1       99.1         70.0         40.0         60.0         115.0       1,878.6       52.1%
Contributions in Aid 15.9         43.5         50.7         46.1         46.5         50.0         52.1         54.3         52.7         54.8         72.0         538.6          14.9%
Operating Revenues 64.1         46.5         49.3         83.9         113.5       125.0       127.9       125.7       142.3       135.2       118.0       1,131.4       31.4%
Used (Unused) Balance 3 (34.2)        (121.1)      15.9         (90.1)        62.8         49.4         105.9       (1.6)          1.2           (40.3)        41.9         (10.2)           

Total Funds 235.7$   253.2$   347.1$   370.2$   520.7$   441.5$   385.0$   248.4$   236.2$   209.7$   346.9$   3,594.8$   100.0%

1 - All numbers in millions
2 - Includes Series 2009B Bonds, Series 2009D Bonds, and 2009 CWRPDA Loan
3 - Use (or incremental carry-forward) of bond proceeds balance; $10.2 million will be available for capital expenditures in 2020
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TABLE 5-3
Projected Consolidated Operating Results 1

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Base Operating Revenues 734,737        767,689        772,909        771,520        775,722        781,722        786,453        796,938        804,871        813,724        821,828        
Revenues from Rate Increases 2 -                    52,301          123,901        203,328        273,837        330,368        392,542        459,266        509,235        528,484        553,742        
Contributions in Aid of Construction 15,936          43,519          50,691          46,122          46,493          49,984          52,063          54,325          52,721          54,766          71,953          
Interest Earnings 3 3,548            3,078            3,282            3,428            3,345            3,476            3,810            4,031            4,123            4,170            4,219            

Total Revenue 754,221$      866,587$      950,783$      1,024,399$   1,099,396$   1,165,550$   1,234,868$   1,314,559$   1,370,950$   1,401,144$   1,451,742$   
Operating & Other Expense 4 607,803        654,397        704,414        747,395        773,431        810,145        846,683        879,886        913,824        948,048        989,383        
Net Pledged Revenue 5 146,418$      212,190$      246,370$      277,004$      325,965$      355,405$      388,185$      434,674$      457,125$      453,097$      462,359$      

Authority Debt Service 6,580            6,609            6,640            6,675            6,701            6,737            6,773            6,802            6,843            6,876            6,920            
Electric Capacity 42,886          46,626          50,001          53,041          55,205          56,713          57,795          58,080          58,080          58,080          58,080          

Adjusted Net Pledged Revenue 6 195,884$      265,425$      303,011$      336,720$      387,871$      418,855$      452,754$      499,555$      522,048$      518,052$      527,359$      

Existing Debt Service 82,436          92,389          93,498          94,440          101,161        94,676          97,381          118,115        119,516        120,073        121,291        
New Debt Service 7 -                    3,106            26,353          42,309          66,915          87,312          100,385        114,699        122,002        124,671        129,685        
Authority Debt Service 6,580            6,609            6,640            6,675            6,701            6,737            6,773            6,802            6,843            6,876            6,920            
Electric Capacity 42,886          46,626          50,001          53,041          55,205          56,713          57,795          58,080          58,080          58,080          58,080          

Total Fixed Cost Obligations 131,902$      148,730$      176,493$      196,465$      229,982$      245,438$      262,334$      297,695$      306,441$      309,700$      315,976$      

Debt Service Coverage Ratio 1.78 2.22 2.06 2.03 1.94 1.95 1.96 1.87 1.89 1.85 1.84
Fixed Cost Coverage Ratio 1.49 1.78 1.72 1.71 1.69 1.71 1.73 1.68 1.70 1.67 1.67

1 - All numbers in thousands, slight calculation discrepancies may occur due to rounding
2 - Year 2009 base revenue forecast accounts for calendar year 2009 rate increases
3 - Excludes bond interest
4 - Includes Authority Debt Service and Electric Capacity obligations, but excludes depreciation
5 - Basis for debt service coverage ratio
6 - Basis for fixed cost coverage ratio
7 - Includes payments associated with SDS and non-SDS revenue bonds, and 2009 CWRPDA Loan
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This forecast of financial performance relies on inputs and other assumptions from Springs 
Utilities’ long-term financial forecasting model, which is an “integrated planning process 
that encompasses economic and demand forecasts, customer research and information, 
financial modeling, and infrastructure/resource master planning.”8 Sales and demand 
forecasts of various services rely on assumptions and estimates developed and presented in 
Springs Utilities’ 2009 Annual Sales and Load Forecast as updated in June 2009.9

Operating Revenues 

 

Like most utility service providers around the country, Springs Utilities has been impacted 
by the recent economic recession. Demand for various services is lower than expected, 
resulting in lower net revenue forecasts across the consolidated System. However, Springs 
Utilities has reacted by implementing budget reductions and other cost-saving measures 
such as refinancing various revenue bonds to take advantage of lower interest rates. As a 
general rule, revenues have been projected on a conservative basis relative to past 
performance and expenses are estimated based on historical spending patterns adjusted for 
anticipated price increases and system service enhancements. 

Projections of new customer growth, per customer demand or usage, forecasted rate 
adjustments, and elasticity of demand factors are used to forecast service revenues over the 
planning period. Base operating revenues are expected to increase at a compound annual 
growth rate of approximately 1.13 percent over the forecast period, from $734.7 million in 
2009 to $821.8 million in 2019.  

Base operating revenues include both rate and other operating revenues for each service 
category. Examples of other operating revenues include off system electric and gas sales, 
Front Range Power contractual agreements, and miscellaneous sales. 

As noted in Table 5-2, approximately 31.4 percent of Springs Utilities’ 11-year capital 
improvement program will be funded with current operating revenues. Forecasted rate 
adjustments are scheduled to provide adequate revenues to fund the capital program, 
maintain minimum Operating Account balances, and achieve targeted debt service coverage 
and fixed cost coverage levels. Table 5-4 outlines forecasted rate adjustments for each 
service of the System, and forecasts the resulting increases in the monthly residential bill for 
a typical Springs Utilities’ customer.10

                                                      
8 Colorado Springs Utilities, Financial Forecast, July 2009 
9 Water sales rate adjustments have been updated since June 2009 to reflect the most accurate estimates available. 
10 Basis for “typical” residential bill is 600 kWh electric usage, 60 Ccf gas usage, 1100 cf water usage, and 700 cf wastewater 
usage. 

 Annual rate adjustments are expected to range 
between an increase of 13.89 percent and a decrease of 6.57 percent. On average, the 
forecasted compound annual growth rate is 5.52 percent for the electric bill component, 
2.85 percent for the gas bill component, 9.39 percent for the water bill component, and 
4.63 percent for the wastewater bill component. Springs Utilities submitted a multi-year 
water rate case to City Council on October 13, 2009 that will provide an 11.00 percent rate 
increase for the water system in 2010 and 12.00 percent annual rate increases between 2011 
and 2017 if approved at the City Council meeting on December 8, 2009.
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TABLE 5-4
Forecasted Rate Increases and Impact on Monthly Residential Bill 1, 2

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Forecasted Rate Adjustments 3, 4

Electric 13.89% 5.95% 10.47% 9.39% 3.58% 3.63% 6.15% 0.84% 1.08% 1.09%
Gas -6.57% 10.16% 6.01% 3.13% 5.92% 4.79% 0.03% 1.87% 1.67% 2.41%
Water 11.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 0.00% 0.00%
Wastewater 10.23% 9.77% 7.99% 4.21% 1.93% 2.81% 3.47% 2.71% 1.93% 1.69%

Monthly Bill Component
Electric $53.38 $60.80 $64.42 $71.16 $77.85 $80.63 $83.56 $88.70 $89.44 $90.41 $91.39
Gas $61.36 $57.33 $63.15 $66.95 $69.04 $73.12 $76.62 $76.65 $78.08 $79.38 $81.30
Water $34.80 $38.63 $43.26 $48.45 $54.27 $60.78 $68.08 $76.24 $85.39 $85.39 $85.39
Wastewater $30.69 $33.83 $37.13 $40.10 $41.79 $42.60 $43.79 $45.31 $46.54 $47.44 $48.24

Typical Monthly Residential Bill $180.23 $190.58 $207.96 $226.67 $242.95 $257.13 $272.05 $286.90 $299.46 $302.62 $306.32
Nominal Annual Increase in Bill $10.35 $17.38 $18.70 $16.28 $14.19 $14.92 $14.85 $12.55 $3.16 $3.70
Cumulative Increase in Bill $10.35 $27.73 $46.44 $62.72 $76.90 $91.82 $106.67 $119.23 $122.39 $126.09

1 - Monthly bill based on Springs' data associated with demand patterns of typical residential customer
2 - Basis for typical residential bill is 600 kWh electric usage, 60 Ccf gas usage, 1100 cf water usage, and 700 cf wastewater usage
3 - Operating revenue forecast assumes estimated rate increases are adopted January 1 of each calendar year
4 - Negative adjustments reflect lower projected commodity prices or adjustments in the collection of pass-through costs from prior periods
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Rate adjustments include both fuel and non-fuel components for the electric and gas 
services of the System. Fluctuating fuel costs are passed directly to customers, although it is 
difficult to predict how these commodity prices might change over time. Springs Utilities 
will make modifications to actual rate adjustments to the extent that cost forecasts differ 
from observed price increases or decreases. 

The typical monthly residential bill is expected to increase from $180.23 in 2009 to $306.32 in 
2019, an increase of $126.09 (70.0 percent). As shown in Table 5-3, forecasted rate 
adjustments are expected to generate an additional $52.3 million to $553.7 million annually 
between 2010 and 2019. Total operating revenues are therefore expected to increase from 
$734.7 million in 2009 to $1,375.6 million in 2019. 

In addition to operating revenues, Springs Utilities accounts for two other sources of 
revenues: contributions in aid revenues and interest income. Contributions in aid revenues 
are comprised of developer charges and cash contributions for customer-specific project 
costs, and are expected to range between $15.9 million in 2009 and $72.0 million in 2019. 
Interest revenue is earned on the pooled cash investments of the Operating Account at an 
assumed rate of 3.0 percent per annum, and is projected to generate an average of 
$3.7 million per year over the forecast period. Forecasted interest earnings do not include 
interest on existing debt proceeds or other restricted cash balances of the System. 

In 2019, total revenues of $1,451.7 million are projected to be comprised of base operating 
revenues (56.6 percent), increased service revenues attributed to forecasted rate adjustments 
(38.1 percent), contributions in aid revenues (5.0 percent), and interest revenues 
(0.3 percent). Total revenues are expected to increase 92.5 percent from $754.2 million in 
2009 to $1,451.7 million in 2019. The $697.5 million differential is attributed primarily to the 
multi-year rate increases forecasted by Springs Utilities.  

Operating Expenses 
Total system O&M expenses are projected to be $607.8 million in 2009. System operating 
expenses are accounted for in the Operating Account, as previously discussed. Expenditures 
are grouped into labor and non-labor budget categories for each service, and further 
organized by functional categories relevant to each service. Springs Utilities has also refined 
the operating expense forecast by identifying one-time or recurring cost adjustments to the 
O&M forecast. These costs are added (or, in some cases, eliminated) from individual budget 
line items to reflect operational changes that may occur as a result of future capital 
investments or reorganization activities.  

Labor and non-labor escalation rates vary by service and by year over the forecast period. 
On average, electric operating expenses are escalated at 5.54 percent per year, gas operating 
expense at 3.33 percent per year, water operating expense at 7.69 percent per year, 
wastewater operating expense at 4.68 percent per year, and street lighting expense at 
2.71 percent per year. Annual escalation rates were developed by Springs Utilities based on 
historical operating experience for each service category, and represent the best forecast of 
operating expense increases at this time. The aggressive escalation of some cost categories 
(electric, water, and wastewater) represents a conservative approach to the forecasted 
financial performance of the System. 
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Forecasted operating expense also includes franchise fees that Springs Utilities pays to other 
cities to provide electric service within their municipal boundaries. However, the franchise 
fee expense is relatively small compared to other operating expense, totaling approximately 
$2.8 million during the 11-year forecast period.  

Combined O&M expenditures are projected to increase $381.6 million over the forecast 
period, from $607.8 million in 2009 to $989.4 million by 2019. This 62.8 percent increase 
reflects increasingly higher operating costs as Springs Utilities continues its aggressive 
implementation of the 11-year capital improvement program. 

Net Pledged Revenues 
Projected net pledged revenues of the System are established by subtracting total operating 
expenses from total revenues, and are the basis for Springs Utilities’ forecasted debt service 
coverage ratio presented in Table 5-3. Net pledged revenues are expected to total 
$146.4 million in 2009, and increase 215.8 percent to $462.4 in 2019. 

To determine Springs Utilities’ fixed cost coverage ratio, authority debt service and electric 
capacity payments are included with debt obligations. Electric take or pay capacity 
payments are contractual obligations associated with Western Area Power Authority 
(WAPA), Front Range Power (FRP), and future capacity obligations that require Springs 
Utilities to purchase a specific amount of electric capacity. Authority debt service is the debt 
service on outstanding Fountain Valley Authority Bonds and other obligations. Projected 
expenditures for each of these fixed cost obligations were provided directly by Springs 
Utilities, and are based on contracts and applicable debt service schedules. 

Adjusted net pledged revenues in 2009 are expected to total $195.9 million, and are forecast 
to increase to $527.4 million in 2019, an increase of 169.2 percent. The substantial increases in 
net pledged revenues and adjusted net pledged revenues can be primarily attributed to 
forecasted rate adjustments.  

Debt Service and Fixed Cost Obligations 
Springs Utilities is currently repaying twenty-seven revenue bond issues and other notes 
and loans payable as outlined in Table 5-5. As noted, the list of existing obligations and 
outstanding principal amounts reflect recent refinancing issues. Proceeds from the Series 
2009A Bonds have been used to refund the outstanding principal amount of the Series 
1998A Bonds and principal payments due in 2009 for the Series 2001A and Series 2003A 
revenue bond issues. The Series 2009B Bonds will provide funding for non-SDS capital 
expenditures, with project proceeds totaling $81.2 million. The Series 1999A Bonds have 
been completely refunded by proceeds from the Series 2009C Bonds. The combined annual 
principal and interest payments for Springs Utilities’ existing debt obligations, including the 
Series 2009A, Series 2009B and Series 2009C Bonds, is projected to be between $82.4 million 
and $121.3 million per year through the forecast period ending in 2019.11

Springs Utilities presently intends to issue additional debt in calendar year 2009, including 
the Series 2009D Bonds and a 2009 Drinking Water Revolving Fund (DWRF) loan through 

  

                                                      
11 While payments on existing debt of municipal utilities are often structured to remain relatively constant over the forecast 
period, Springs Utilities’ existing debt service increases over the forecast period as a result of increased principal payments for 
the Series 2002A Bonds and Series 2004A Bonds.    
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the Colorado Water Resources and Power Development Authority (CWRPDA). The Series 
2009D Bonds will provide funding for the SDS and are expected to generate $44.0 million in 
proceeds for the capital improvement program. The 2009 CWRPDA loan will provide 
approximately $8.3 million in proceeds for capital projects.12

TABLE 5-5
Existing Revenue Bonds and Other Notes and Loans Payable 1

Series
Original Par 

Amount 2
Outstanding 
Principal 3

Calendar 
Year Retired 3

Series 2000A Bonds 110.0$            110.0$            2029
Series 2000B Bonds 15.0                11.3                2020
Series 2001A Bonds 4 300.8              203.8              2029
Series 2002A Bonds 74.7                74.7                2020
Series 2002B Bonds 110.0              108.6              2030
Series 2002C Bonds 27.1                27.1                2027
Series 2003A Bonds 4 113.3              78.3                2033
Series 2003B Bonds 45.0                45.0                2043
Series 2004A Bonds 117.5              117.5              2023
Series 2004B Bonds 107.1              105.2              2034
Series 2004C Bonds 15.7                15.5                2044
Series 2005A Bonds 100.0              99.6                2035
Series 2005B Bonds 19.2                19.2                2035
Series 2005C Bonds 16.1                16.1                2045
Series 2006A Bonds 60.6                60.6                2025
Series 2006B Bonds 75.0                75.0                2036
Series 2007A Bonds 75.0                74.2                2037
Series 2007B Bonds 87.3                87.3                2026
Series 2007C Bonds 24.4                23.2                2022
Series 2008A Bonds 50.0                50.0                2038
Series 2008B Bonds 27.9                27.9                2033
Series 2008C Bonds 42.0                42.0                2048
Series 2008D Bonds 3.6                  3.4                  2021
Series 2009A Bonds 5 60.8                60.8                2033
Series 2009B Bonds 82.0                82.0                2039
Series 2009C Bonds 6 66.5                66.5                2028

Other Notes and Loans Payable
1998 CWRPDA Loan 7 22.2                15.0                

TOTALS 1,848.8$         1,699.8$         

1 - All numbers in millions
2 - Source: Colorado Springs Utilities 2008 Annual Report (note B.3.A)
3 - Source: Colorado Springs Utilities
4 - Reflects 2009 principal amounts refunded by Series 2009A Bonds
5 - Proceeds used to refund Series 1998A Bonds and 2009 principal payments due for 

Series 2001A Bonds and Series 2003A Bonds
6 - Proceeds used to refund Series 1999A Bonds
7 - Reflects payment of $1,067,000 made in May 2009

 

 

                                                      
12 CWRPDA loan proceeds amount represents best available estimate from Springs Utilities at this time. 
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Projected new debt service includes principal and interest payments associated with the 
Series 2009D Bonds, 2009 CWRPDA loan, and payments associated with future revenue 
bond amounts proposed as part of the capital financing plan presented in Table 5-2.  

Proposed bond proceeds amounts were selected to fund the capital program, maintain 
appropriate Operating Account reserves, meet debt service and fixed cost coverage criteria, 
and minimize rate impacts. In addition to proceeds from bonds and the loan issued in 2009, 
this financial plan assumes that additional revenue bond proceeds will be required in 2010 
($284.4 million), 2011 ($231.2 million), 2012 ($330.3 million), 2013 ($297.9 million), 2014 
($217.1 million), 2015 ($99.1 million), 2016 ($70.0 million), 2017 ($40.0 million), 2018 
($60.0 million), and 2019 ($115.0 million).13

Future SDS revenue bonds assume a 40-year term, interest rates between 5.20 and 
6.10 percent, and issuance costs of 1.0 percent. Future SDS bonds also assume a funded debt 
service reserve account, and capitalized interest through 2015.

 

14

Debt Service Coverage and Fixed Cost Coverage  

 Future non-SDS revenue 
bonds assume a 30-year term, interest rates between 4.95 and 6.00 percent, issuance costs of 
1.0 percent, and a funded debt service reserve account. The 2009 CWRPDA loan assumes a 
20-year term, an interest rate of 2.5 percent, issuance costs of 1.0 percent, and a funded debt 
service reserve account.  

Annual new debt service payments are expected to increase from $3.1 million in 2010 to 
$129.7 million in 2019 as future revenue bonds are issued. Aggregate annual debt service 
costs are scheduled to be $82.4 million in 2009, and are projected to increase to 
$251.0 million by 2019. 

Total fixed cost obligations of the System, including authority debt service and electric 
capacity payments, are expected to total $131.9 million in 2009 and increase by 139.6 percent 
to $316.0 million in 2019.  

Springs Utilities has a minimum debt service coverage requirement of 1.30 times average 
annual debt service. Debt service coverage is forecasted to range from 1.78 to 2.22 over the 
11-year forecast period, as shown in Table 5-3.  

The fixed cost coverage ratio is projected to be 1.49 in 2009, and fluctuate between 1.67 and 
1.78 over the remainder of the forecast period. While the 2009 estimate of this ratio is less 
than the 1.6x target threshold established by the Board, Springs Utilities has closely 
managed its operational expenditures and taken other actions to mitigate the severe 
national and local economic downturn in 2008 and into 2009. This has required daily 
monitoring of the organization’s financial position and liquidity. FCCR ratios are a function 
of Springs Utilities’ long term capital structure and specific costs and revenues in each 
period. As such, FCCR can be significantly impacted by annual weather variations, volatility 
in fuel and power markets, and by economic conditions. Springs Utilities’ Board is kept 
informed of any variance to the approved FCCR through Springs Utilities’ quarterly 
Executive Limitations monitoring report and monthly formal meetings. 
                                                      
13 Combined SDS and non-SDS proceeds amounts. 
14 Springs Utilities currently plans to defer principal payments on future SDS bonds until Phase I is operational in 2016. This 
financial analysis assumes that Springs Utilities will use operating revenues to make a portion of the 2014 and 2015 interest 
payments, and the capitalized interest estimates for future SDS revenue bonds are sized accordingly. 
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Cash Flow Forecast 
Table 5-6 presents the cash flow forecasts for Springs Utilities’ Operating Account, 
identifying sources and uses of cash based on projections of revenues and expenses, 
forecasted rate increases, and the ratio of debt to equity financing of capital expenditures. 

Forecasted sources of cash include sales revenues by service, inter-company sales 
adjustments, and contributions in aid revenues. Joint venture revenues are distributions 
from Front Range Power Company LLC and Young Gas Storage, and are expected to 
generate between $3.1 and $9.6 million in non-operating revenues annually. Capitalized 
interest for 2009 and future SDS revenue bonds will be used to make interest payments, as 
described in earlier sections of this report. The cash flow forecast also assumes that interest 
is earned on the unrestricted cash balance of the Operating Account at 3.0 percent per year, 
which also yields sources of funds for the System. 

Uses of cash include annual O&M expense, inter-company expense adjustments, and 
franchise fee payments as described in earlier sections of this report. Springs Utilities also 
makes payments in lieu of taxes to the City of Colorado Springs, which ranges between 
$23.9 and $28.0 million over the forecast period. Forecasted existing and new debt service 
amounts are comprised of principal and interest payments associated with existing and 
future revenue bond issues.  

As shown in Table 5-2, this financing plan assumes that $1,670.0 million will be drawn from 
Springs Utilities’ Operating Account over the 11-year forecast period to fund the capital 
program. Equity financing amounts vary based on the projected performance of the 
Operating Account and forecasted cash balance, but are expected to range between 
$80.0 million and $195.0 million annually as shown in Table 5-6. Springs Utilities’ capital 
financing plan not only provides for achievement of debt service coverage and account 
balances in excess of established performance targets, but also anticipates equity financing 
of an increasing share of prospective capital expenditures. 

Operating Account Balance 
Springs Utilities’ policy is to maintain cash balances in the Operating Account equal to a 
minimum of 45 days of working capital to fund operations and maintenance expenditures at 
any given time. Based on Springs Utilities’ long-term financial forecast of working capital, 
minimum balance requirements are projected to range between $82.0 and $122.0 million 
between 2009 and 2019. The projected ending cash balance of Springs Utilities’ Operating 
Account ranges from $101.9 million to $144.2 million over the forecast period and reflects 
the effects of forecasted rate adjustments for each service of the System, cash financing of 
capital projects, and debt service payments associated with current and future revenue 
bonds.
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TABLE 5-6
Forecasted Sources and Uses of Cash, 2009 - 2019 1

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Beginning Balance 138,257$     101,854$     108,977$     121,408$     124,559$     128,227$     133,137$     134,647$     138,095$     140,910$     141,228$     

Electric Operating Revenues 344,976$      403,574$      435,589$      481,768$      523,563$      542,049$      566,190$      603,342$      614,092$      623,748$      638,608$      
Gas Operating Revenues 226,890        235,188        261,903        277,495        287,672        306,622        323,131        326,958        336,607        345,935        358,133        
Water Operating Revenues 113,699        125,291        138,248        151,689        171,293        194,095        220,050        251,552        286,141        290,425        295,005        
Wastewater Operating Revenues 67,584          73,585          80,328          86,369          89,919          92,172          94,445          99,988          103,748        106,591        109,342        
Street Lighting Operating Revenues 4,175            5,548            5,770            6,083            6,354            6,574            6,771            6,975            7,211            7,563            7,790            
Inter-Company Adjustments (22,587)        (23,196)        (25,026)        (28,556)        (29,242)        (29,422)        (31,592)        (32,611)        (33,694)        (32,055)        (33,308)        
Contributions in Aid of Construction 15,936          43,519          50,691          46,122          46,493          49,984          52,063          54,325          52,721          54,766          71,953          
Joint Venture Revenues 3,516            3,122            3,364            4,876            5,518            6,772            7,784            8,640            9,608            9,608            9,608            
Capitalized Interest Proceeds -                   2,556            8,335            14,028          26,467          26,130          9,983            -                   -                   -                   -                   
Interest Earnings 2 3,548            3,078            3,282            3,428            3,345            3,476            3,810            4,031            4,123            4,170            4,219            

Total Sources of Cash 757,737$      872,264$      962,482$      1,043,303$   1,131,382$   1,198,452$   1,252,635$   1,323,200$   1,380,558$   1,410,752$   1,461,350$   

O&M Expense 630,145$      677,351$      729,183$      775,693$      802,415$      839,308$      878,016$      912,237$      947,258$      979,842$      1,022,430$   
Inter-Company Adjustments (22,578)        (23,196)        (25,026)        (28,556)        (29,242)        (29,422)        (31,592)        (32,611)        (33,694)        (32,055)        (33,308)        
Payment in Lieu of Taxes 23,901          25,250          25,786          26,008          26,207          26,410          26,677          27,052          27,400          27,642          27,988          
Franchise Fees 236               242               257               257               258               259               259               260               260               261               262               
Existing Debt Service 82,436          92,389          93,498          94,440          101,161        94,676          97,381          118,115        119,516        120,073        121,291        
New Debt Service -                   3,106            26,353          42,309          66,915          87,312          100,385        114,699        122,002        124,671        129,685        
Equity-Financed Capital 3 80,000          90,000          100,000        130,000        160,000        175,000        180,000        180,000        195,000        190,000        190,000        

Total Uses of Cash 794,140$      865,142$      950,050$      1,040,152$   1,127,714$   1,193,542$   1,251,125$   1,319,751$   1,377,743$   1,410,434$   1,458,348$   

Ending Balance 101,854$     108,977$     121,408$     124,559$     128,227$     133,137$     134,647$     138,095$     140,910$     141,228$     144,231$     

Projected Annual Increase (Decrease) 4 43,597$       97,123$       112,432$     133,151$     163,667$     179,910$     181,510$     183,448$     197,815$     190,319$     193,003$     

1 - All numbers in thousands, slight calculation discrepancies may occur due to rounding
2 - Excludes bond interest
3 - Operating revenues that are used to finance annual capital expenditures of the consolidated System
4 - Net change in cash excludes use of operating revenues to finance capital expenditures (Equity-Financed Capital)
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Conclusions 
This financial analysis has presented forecasts of revenues, expenses, debt service, and debt 
service coverage to indicate financial feasibility of Springs Utilities’ 11-year capital 
improvement program, including requirements of Phase I of the SDS and continued 
investments to enhance operational efficiency and reliability.  

CH2M HILL’s forecast of the financial performance of the system for 2009 through 2019 is 
summarized as follows:  

• Operating Revenues, Contributions in Aid of Construction, and Interest Earnings are 
projected to increase 92.5 percent, from $754.2 million to $1,451.7 million between 2009 
and 2019. Total System expenses, including payments in lieu of taxes, electric franchise 
fee payments and debt service expenses attributable to planned capital expenditures, are 
projected to increase by 77.6 percent, from $714.1 million to $1,268.3 million.15

• Springs Utilities’ 11-year capital improvement program reflects priority needs of the 
System and, after adjusting for inflation, is expected to require future funding of 
$3,594.8 million between 2009 and 2019. These expenditures will be primarily funded by 
existing and future revenue bond proceeds ($1,935.0 million), contributions in aid 
revenues ($538.6 million), and operating revenues ($1,131.4 million). 

 

• Financing of the 11-year capital improvement program will be facilitated by forecasted 
annual rate adjustments for each service. The typical monthly residential bill for electric, 
gas, water, and wastewater service is forecasted to increase $126.09 over the forecast 
period, from $180.23 to $306.32. This change in the monthly residential bill represents an 
increase of 70.0 percent in nominal terms over the 11-year period. 

• Net revenues of the System are projected to be sufficient to meet future debt service 
obligations, including a 1.3x debt service coverage requirement. Forecasted debt service 
coverage is expected to range between 1.78 and 2.22 over the forecast period, well above 
Springs Utilities’ minimum requirement. 

                                                      
15 Total expense numbers exclude equity-financed capital amounts because these estimated payments are established based 
on an excess of operating revenues.  
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