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City of Manitou Springs, Colorado
Management’s Discussion and Analysis

As management of the City of Manitou Springs (the “City”), we offer readers of the
City’s Basic Financial Statements this narrative overview and analysis of the financial
activities of the City for the fiscal year ended December 31, 2011. We encourage readers
to consider the information presented here in conjunction with additional information
furnished in our basic financial statements.

Introduction

The City of Manitou Springs is a Home Rule City that was incorporated in 1876. The
government structure is City Council/Mayor with the seven elected officials being
responsible for all policy decisions that affect the City’s financial condition. The
appointed City Administrator is responsible for preparing the annual budget, which is
adopted and generally amended by the City Council twice per year, in June and final
amendment by December 15". The City Administrator is responsible for financial
reporting to the City Council and the public-at-large.

Financial Information

The City’s government-wide financial statements have been prepared using the economic
resources measurement of focus and the accrual basis of accounting. The City’s financial
statements for governmental funds have been prepared using the modified accrual basis
of accounting. The City’s annual audit is performed by an accounting firm (Swanhorst
and Company LLC) with the contents of the audit meeting the requirements set forth by
the Colorado State Auditor’s Office. The financial system of the City incorporates
financial and administrative controls that ensure the safeguarding of assets and the
reliability of financial reports. To ensure budgeting controls, the City Council approves
all changes at the fund level by passage of an Ordinance amending the budget.

Financial Highlights

e The assets of the City exceeded its liabilities at the close of the most recent fiscal
year by $19,951,541 (net assets) for the primary reporting entity. Of this amount
$2,410,733 (unrestricted net assets) may be used to meet the City’s ongoing
obligations to citizens and creditors.

e The City’s total net assets increased by $87,322 during the fiscal year.

e As of the close of the current fiscal year, the City’s governmental funds reported
combined ending fund balances of $1,456,061.

e The governmental funds reported a total unrestricted/unassigned fund balance of
$313,673, including $376,301 in the General Fund and a negative $62,628 in the
other governmental funds.
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e The combined governmental funds remained in a positive financial condition. The
General Fund fund balance would allow the City to cover its governmental
operating costs for 41 days. This was determined by dividing total expenditures,
for the year $4,443,397, by 365, then dividing the combined unrestricted and
restricted fund balances, $504,301, by this number, $12,174.

e The City’s total debt, including accrued compensated absences, decreased by
$632,181 during the current fiscal year. Existing debt was reduced by principal
payments totaling $627,793. The City entered no new lease agreements in 2011.

e General Fund sales/use tax revenue in 2011, $1,992,923 increased by
approximately 2.99% over FY2010 sales/use tax revenue of $1,935,018.

Overview of the Financial Statements

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

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

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

The statement of activities presents information showing how the government’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of
related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that
are principally supported by taxes and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The governmental
activities of the City include the following governmental funds: General Fund,
Conservation Trust Fund, Rural Transportation Authority Fund, Law Enforcement Fund,
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El Paso/Beckers Park Fund, Open Space Fund, Capital Improvements Fund, and the
Downtown Public Facilities Fund. The business related activities of the City include
water, sewer, storm drainage utilities and the Manitou Springs Park Authority. In
addition to the governmental and business related activities, which are primary
government, the financial statements include discrete presentation of a component unit of
the City. The Manitou Springs Urban Renewal Authority was created to reduce,
eliminate and prevent the spread of blight and to stimulate growth and investment within
the area to the east of Highway 24. It is fiscally dependent upon the city due to its
revenues being provided by tax-increment financing through property tax and sales tax.
On a yearly basis, city council may allocate municipal sales tax increments to the URA
when it submits a financing plan to council. Tax-increment financing is, also, considered
evidence of financial burden (commitment of the primary government’s taxing power.)

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

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

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

Information is presented separately in the governmental funds balance sheet and in the
governmental funds statement of revenues, expenditures, and changes in fund balances
for the General Fund and the nonmajor funds. Individual fund data for nonmajor
governmental funds is provided in the form of combining statements elsewhere in the
report.
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Proprietary funds. The City maintains one type of proprietary fund. Enterprise funds
are used to report the same functions presented as business-type activities in the
government-wide financial statements. The City uses enterprise funds to account for its
water, sewer, storm drainage and park authority activities. Proprietary funds provide the
same type of information as the government-wide financial statements, only in more
detail.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefits
of parties outside the government. Fiduciary funds are not reflected in the government-
wide financial statements because the resources of those funds are not available to
support the City’s own programs. The City uses a fiduciary fund to account for the
Manitou Springs Metropolitan District.

Notes to the financial statements. The notes provide additional information that is
essential to a better understanding of the data provided in the government-wide and fund
financial statements.

Other information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information concerning
the City.

Combining individual fund financial statements and schedules are presented immediately
following the required supplementary information for additional financial analysis.

Government-wide Financial Analysis

e As noted earlier, net assets may serve over time as a useful indicator of the City’s
financial position. In the case of the City, assets exceeded liabilities by $19,951,541
at the close of the fiscal year.

e $16,771,762 of net assets is invested in capital assets net of accumulated depreciation,
related outstanding debt used to acquire those assets and unspent bond proceeds. The
City uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the City’s investment in its capital
assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

e The balance of unrestricted net assets $2,410,733 may be used to meet the
government’s ongoing obligations to citizens and creditors.
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CITY OF MANITOU SPRINGS NET ASSETS

Governmental Business-type Totals
Activities Activities
2010 2011 2010 2011 2010 2011

Current and
other assets | $2,589,431 $2,882,090 $3,969,009 $2,640,908 $6,558,440 $5,522,998
Non-current

assets 11,758,783 11,398,452 9,735,316 10,506,964 21,494,099 21,905,416
Total assets 14,348,214 14,280,542 13,704,325 13,147,872 28,052,539 27,428,414
Total

current

liabilities 1,136,304 1,260,007 599,487 396,518 1,735,791 1,656,525
Total non-

current

liabilities 2,309,739 2,053,640 4,142,790 3,766,708 6,452,529 5,820,348
Total

liabilities 3,446,043 3,313,647 4,742,277 4,163,226 8,188,320 7,476,873
Net Assets:

Invested in

capital
assets, net of

related

debt 9,531,397 9,418,894 7,264,429 7,352,868 16,795,826 16,771,762
Restricted 136,000 769,046 - - 136,000 769,046
Unrestricted 1,234,774 778,955 1,697,619 1,631,778 2,932,393 2,410,733
Total net

assets $10,902,171 $10,966,895 $8,962,048 $8,984,646 $19,864,219 $19,951,541

e At the end of the current fiscal year, the City is able to report positive balances in all
three categories of net assets, both for the government as a whole, as well as for its
separate governmental and business-type activities.

e The City’s net assets increased by $87,322 during the current fiscal year.
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CHANGES IN NET ASSETS

Governmental Business-type Total
Revenues: Activities Activities
2010 2011 2010 2011 2010 2011
Program
Revenues:
Charges for
Services $543,064 $613,059 $1,953,039 $1,988,317 $2,496,103 $2,601,376
Operating
Grants and
Contributions 566,294 522,979 - - 566,294 522,979
Capital
Grants and
Contributions 324,453 286,484 1,750,454 245,868 2,074,907 532,352
General
Revenues
Taxes 4,055,770 4,138,433 - - 4,055,770 4,138,433
Investment
Income 1,566 732 2,811 1,305 4,377 2,037
Other 126,829 173,988 1,780 3,538 128,609 177,526
Total
General
Revenues 4,184,165 4,313,153 4,591 4,843 4,184,756 4,317,996
Transfers 76,316 56,554 (76,316) (56,554) - -
Total
Revenues $5,694,292 $5,792,229 $3,631,768 $2,182,474 $9,326,060 $7,974,703
Expenses:
General
Government $1,594,735 $1,699,501 - - $1,594,735 $1,699,501
Public
Safety 1,765,002 1,880,763 - - 1,765,002 1,880,763
Public
Works 1,283,500 1,369,467 - - 1,283,500 1,369,467
Culture &
Recreation 824,056 672,867 - - 824,056 672,867
Interest on
Long term
Debt 80,872 104,907 - - 80,872 104,907
Business-
type
Activities - - 1,891,660 2,159,876 1,891,660 2,159,876
Total
Expenses 5,548,165 5,727,505 1,891,660 2,159,876 7,439,825 7,887,381
Increase
(Decrease) in
Net Assets 146,127 64,724 1,740,108 22,598 1,886,235 87,322
Beginning
Net
Assets 10,756,044 10,902,171 7,221,940 8,962,048 17,977,984 $19,864,219
Ending
Net
Assets $10,902,171 $10,966,895 $8,962,048 $8,984,646 $19,864,219 $19,951,541

Vi




City of Manitou Springs, Colorado
Management’s Discussion and Analysis

Governmental activities. Governmental activities increased the City’s net assets by
$64,724. Please note, due to the Governmental Accounting Standards Board Statement
No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, certain funds
were merged. The ending 2010 Governmental Activities Fund balances were restated by
decreasing them $36,912, due to this merge. See note 11, for further detail. Most
governmental activities were financed by taxpayers through local property taxes and sales
and use taxes.

Business-Type activities: Business-type activities increased the City’s net assets by
$22,598. Please note, due to the Governmental Accounting Standards Board Statement
No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, certain funds
were merged. The ending 2010 Business-Type Activities net assets were increased by
$36,912, due to this merge. See note 11, for further detail.

Financial Analysis of the City’s Funds

Governmental funds. As of the end of the current fiscal year, the City’s governmental
funds reported combined ending fund balances of $1,456,061. Approximately 21.5% of
this total amount, $313,673, constitutes unrestricted/unassigned fund balance. The
remainder of fund balance is restricted, committed or assigned to indicate that it is not
available for new spending.

General Fund total revenues exceeded expenditures by $182,238. Despite Net Transfers
out totaling $38,414, net fund balance increased by $144,024. The General Fund finished
FY 2011 with an ending fund balance of $504,301.

Enterprise Funds

The Water Fund serves approximately 2,100 users with a distribution system that
includes a reservoir, fresh water treatment plant and two storage tanks. The distribution
system delivers an average of 530,706 gallons of fresh water per day. In 2009, the City
was awarded $3,852,801 in interest-free loans, including $823,801 in loan forgiveness,
for a net increase in long-term debt of $3,020,000, from the Colorado Water Resources
and Power Development Authority to repair aging infrastructure. Of this award, $575,027
remained as a receivable at the end of 2011. The Fund had an operating loss of
$(44,486), with nonoperating expenses of $(23,816) and additional revenues of $21,500
in tap fees and $18,990 in Capital Grants, less transfers out in the amount of $85,202, the
fund had a decrease in net assets of $(113,014).

The Sewer Enterprise Fund serves the same approximate 2,100 utility users, as the water

distribution system. The City of Manitou Springs does not have a sewage treatment
capability and relies on the neighboring city of Colorado Springs for treatment at their

vii
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facility. Sewer rates for residential, are determined by water usage per customer during
the months of January and February of each year. For commercial users (non-single
family dwelling units) the rate is determined by the monthly water usage. In 2009, the
City was awarded $2,083,401 in an interest-free loan, including $2,000,000 in loan
forgiveness, for a net increase in long-term debt of $83,401, from the Colorado Water
Resources and Power Development Authority to repair aging infrastructure. Of this
award, $14,716 remained as a receivable at the end of 2011. The Sewer Fund had an
operating loss of $(61,072) with additional revenues of $201 in interest, $7,350 in tap
fees, and $188,728 in Capital Grant, less transfers out in the amount of $39,507, the fund
had an increase in net assets of $95,4009.

General Fund Budgetary Highlights

Actual General Fund revenues were greater than amended budget by $18,190 this was
due, in most part, to intergovernmental revenues being greater than forecasted. Actual
General Fund expenditures were greater than amended budget amounts by $(31,642).
This was due to, again, greater intergovernmental expenditures than forecasted.

Capital Asset and Debt Administration

Capital assets. The City’s investment in capital assets for its governmental and
business-type activities as of December 31, 2011 amounted to $21,905,416 (net of
accumulated depreciation). This investment in capital assets includes land, buildings,
improvements, infrastructure, machinery, equipment, and vehicles. Major additions to
capital assets in 2011 included completion of the Creekwalk Trail Phase 2, an upgrade of
the police evidence room, in improvements to the Barr Trail parking lot (including a new
parking kiosk), a new computer server, two new boilers for the pool and four new
vehicles for public service, water, sewer and the storm drainage fund. Construction in
Progress is comprised of expenditures on bridges, a weight room for the pool and phase
5B of the Downtown Improvement project. Also, ten vehicles in poor condition were
auctioned off in 2011. The City has replaced numerous water and sewer lines and at the
end of 2011 still had Construction in Progress in business-type activities for design of the
new ballast tank which will be installed in 2012.

viii
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Capital assets at the end of the current fiscal year included the following:

CAPITAL ASSETS
(Net of Construction in Progress)

Governmental Business-type
Activities Activities Total

Land and Improvements $ 7,693,416 $ 987,386 $8,680,802
Buildings 1,330,290 69,066 1,399,356
Equipment and Vehicles 3,023,664 - 3,023,664
Collection and Distribution
Improvements 15,422,801 15,422,801
Machinery and Equipment - 1,814,315 1,814,315
Infrastructure 8,522,274 - 8,522,274

Total 20,569,644 18,293,568 38,863,212
Accumulated Depreciation (9,393,659) (7,816,842) (17,210,501)

Net Capital Assets $ 11,175,985 $ 10,476,726 $21,652,711

Additional information on the City’s capital assets can be found in note 5.

Long-term debt. At the end of the current fiscal year, the City had total long-term debt
outstanding of $5,723,397 (net of compensated absences). Of this amount, $1,295,000 is
sales tax revenue bonds, and $2,870,646 is ARRA non-interest bearing loans for
water/sewer improvements.

Outstanding Long-Term Debt Total City
Loans Payable $ 3,646,259
Sales Tax Revenue Bonds 1,295,000

1998 Series A Bonds 135,000

Capital leases 647,138
Total $5,723,397

The City’s total debt, net of compensated absences, decreased by $627,793 during the
current fiscal year. The City’s debt, due to compensated absences, is $96,951 and
decreased by $4,388 from fiscal year 2010.

Additional information on the City’s long-term debt can be found in note 6.

Economic Factors and Next Year’s Budget

As a tourism based economy, general sales tax collection has been considered a leading
barometer of economic activity within the City of Manitou Springs. The City of Manitou

Springs is not a self-collecting entity but relies upon the Colorado Department of
Revenue for the collection of the City’s sales taxes. This reliance results in a two-month
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lag between a taxable sale and the remittance of the corresponding sales tax to the City.
Additionally, the City’s prime industry is tourism with seasonal characteristics. In
FY2011, general sales tax revenue, $1,917,665, comprised approximately 44% of all
general fund revenues and transfers, $4,369,707.

Taxable sales in FY2011 increased in comparison to those in FY2010 by 3.8%. Since
FY2007, taxable sales have performed as follows:

FY2007 $50,198,667
FY2008 $49,027,145
FY2009 $49,374,621
FY2010 $52,801,163
FY2011 $54,790,079

As a matter of policy the City amends its budget twice during each year: once at mid-
year and again a final amendment at the end of its fiscal year in December. The City
believes that this amendment practice gives the City tight control over expenditures
directly related to revenue performance in a timelier manner.

All of the above facts were considered during the preparing of the City’s budget for the
2012 fiscal year.

Requests for Information

This financial report is designed to provide a general overview of the City’s finances for
all those with an interest in the City’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should
be addressed to:

Finance Office
City of Manitou Springs
606 Manitou Avenue
Manitou Springs, CO 80829
or call (719) 685-2548
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF NET ASSETS
December 31, 2011

ASSETS
Cash and Investments
Accounts Receivable
Grants Receivable
Taxes Receivable
Debt Issuance Costs, Net of Accumulated Amortization
Capital Assets, Not Being Depreciated
Capital Assets, Net of Accumulated Depreciation

TOTAL ASSETS

LIABILITIES
Accounts Payable
Accrued Liabilities
Accrued Interest Payable
Deferred Revenues
Noncurrent Liabilities
Due Within One Year
Due in More Than One Year

TOTAL LIABILITIES

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted for Parks and Open Space
Restricted for Law Enforcement
Restricted for Emergencies
Unrestricted

TOTAL NET ASSETS

The accompanying notes are an integral part of the financial statements.

COMPONENT
PRIMARY GOVERNMENT UNIT
URBAN
GOVERNMENTAL BUSINESS-TYPE RENEWAL
ACTIVITIES ACTIVITIES TOTALS AUTHORITY
$ 1,392,413 $ 1,733,555 § 3,125,968 143,755
135,779 226,297 362,076 -
74,258 589,743 664,001 -
1,279,640 - 1,279,640 89,148
- 91,313 91,313 -
4,878,847 520,238 5,399,085 -
6,519,605 9,986,726 16,506,331 -
14,280,542 13,147,872 27,428,414 232,903
170,472 355,568 526,040 -
99,763 17,071 116,834 -
- 17,976 17,976 -
989,772 5,903 995,675 46,004
328,395 409,586 737,981 -
1,725,245 3,357,122 5,082,367 -
3,313,647 4,163,226 7,476,873 46,004
9,418,894 7,352,868 16,771,762 -
621,334 - 621,334 -
19,712 - 19,712 -
128,000 - 128,000 -
778,955 1,631,778 2,410,733 186,899
$ 10,966,895 $ 8,984,646 $ 19,951,541 186,899

1



CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF ACTIVITIES
Year Ended December 31, 2011

PROGRAM REVENUES

CHARGES OPERATING CAPITAL
FOR GRANTS AND GRANTS AND
FUNCTIONS/PROGRAMS EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS
PRIMARY GOVERNMENT
Governmental Activities
General Government $ 1,699,501 $ 38,073 % - $ -
Public Safety 1,880,763 305,520 47,580 22,890
Public Works 1,369,467 45,175 179,639 239,238
Culture and Recreation 672,867 224,291 295,760 24,356
Interest on Long-Term Debt 104,907 - - -
Total Governmental Activities 5,727,505 613,059 522,979 286,484
Business-Type Activities
Storm Drainage 231,496 237,651 - 9,600
Water 1,063,349 993,462 - 40,490
Sewer 821,141 757,204 - 195,778
Park Authority 43,890 - - -
Total Business-Type Activities 2,159,876 1,988,317 - 245,868
TOTAL PRIMARY GOVERNMENT $ 7,887,381 $ 2,601,376 $ 522,979 $ 532,352
Component Unit
Manitou Springs Urban Renewal Authority $ 7,117 $ -3 - 3 -

GENERAL REVENUES
Sales and Use Taxes
Property Taxes
Amusement and Lodging Taxes
Franchise Taxes
Auto Use Taxes
Intergovernmental Revenues not

Restricted to Specific Programs

Investment Income
Miscellaneous

TRANSFERS

TOTAL GENERAL REVENUES
AND TRANSFERS

CHANGE IN NET ASSETS
NET ASSETS, Beginning

NET ASSETS, Ending

The accompanying notes are an integral part of the financial statements.

2



NET (EXPENSE) REVENUE AND CHANGE IN NET ASSETS

COMPONENT

PRIMARY GOVERNMENT UNIT

URBAN

GOVERNMENTAL BUSINESS-TYPE RENEWAL
ACTIVITIES ACTIVITIES TOTALS AUTHORITY
(1,661,428) $ - % (1661,428) $ -
(1,504,773) - (1,504,773) -
(905,415) - (905,415) -
(128,460) - (128,460) -
(104,907) - (104,907) -
(4,304,983) - (4,304,983) -
- 15,755 15,755 -

- (29,397) (29,397) -

- 131,841 131,841 -

- (43,890) (43,890) -

- 74,309 74,309 -
(4,304,983) 74,309 (4,230,674) -
. ] - (7,117)
2,212,087 - 2,212,087 43,144
1,052,428 - 1,052,428 41,607
551,588 - 551,588 -
136,270 - 136,270 -
186,060 - 186,060 -
24,318 - 24,318 -
732 1,305 2,037 693
149,670 3,538 153,208 -
56,554 (56,554) ; )
4,369,707 (51,711) 4,317,996 85,444
64,724 22,598 87,322 78,327
10,902,171 8,962,048 19,864,219 108,572
10,966,895 $ 8,084,646 $ 19951541 $ 186,899




CITY OF MANITOU SPRINGS, COLORADO

BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2011

OTHER
GOVERNMENTAL
GENERAL FUNDS TOTALS
ASSETS
Cash and Investments $ 379,885 $ 1,012,528 $ 1,392,413
Accounts Receivable 135,779 - 135,779
Grants Receivable - 74,258 74,258
Taxes Receivable 991,903 287,737 1,279,640
Interfund Receivables 71,053 - 71,053
TOTAL ASSETS $ 1,578,620 $ 1374523 $ 2,953,143
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts Payable $ 139,668 $ 30,804 $ 170,472
Accrued Liabilities 99,763 - 99,763
Deferred Revenues 834,888 320,906 1,155,794
Interfund Payables - 71,053 71,053
TOTAL LIABILITIES 1,074,319 422,763 1,497,082
FUND BALANCES
Restricted for Parks and Open Space - 621,334 621,334
Restricted for Law Enforcement - 19,712 19,712
Restricted for Emergencies 128,000 - 128,000
Assigned to Capital Projects - 373,342 373,342
Unrestricted, Unassigned 376,301 (62,628) 313,673
TOTAL FUND BALANCES 504,301 951,760 1,456,061
TOTAL LIABILITIES AND FUND BALANCES $ 1578620 $ 1374523 $ 2,953,143
Amounts Reported for Governmental Activities in the Statement of Net Assets are Different Because:
Total Fund Balances of Governmental Funds $ 1,456,061
Capital assets used in governmental activities are not financial resources and, therefore, are not reported
in the funds. 11,398,452
Certain long-term assets are not available to pay current expenditures and, therefore, are deferred in
the funds. 166,022
Long-term liabilities, including bonds ($1,295,000), loan ($37,420), capital lease ($647,138) and
accrued compensated absences ($74,082), are not due and payable in the current year and, therefore,
are not reported in the funds. (2,053,640)
Total Net Assets of Governmental Activities $ 10,966,895

The accompanying notes are an integral part of the financial statements.
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
Year Ended December 31, 2011

OTHER
GOVERNMENTAL
GENERAL FUNDS TOTALS
REVENUES
Taxes $ 3,653,811 $ 484,622 $ 4,138,433
Licenses and Permits 54,787 - 54,787
Intergovernmental 269,347 688,599 957,946
Charges for Services 390,329 - 390,329
Fines and Forfeitures 146,888 21,055 167,943
Investment Income 100 632 732
Miscellaneous 110,373 39,297 149,670
TOTAL REVENUES 4,625,635 1,234,205 5,859,840
EXPENDITURES
Current
General Government 1,358,177 2,729 1,360,906
Public Safety 1,793,002 - 1,793,002
Public Works 815,579 276,593 1,092,172
Culture and Recreation 476,639 94,748 571,387
Capital Outlay - 453,071 453,071
Debt Service
Principal - 247,828 247,828
Interest and Fiscal Charges - 104,907 104,907
TOTAL EXPENDITURES 4,443,397 1,179,876 5,623,273
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 182,238 54,329 236,567
OTHER FINANCING SOURCES (USES)
Transfers In 166,398 204,612 371,010
Transfers Out (204,612) (109,844) (314,456)
TOTAL OTHER FINANCING SOURCES (USES) (38,214) 94,768 56,554
NET CHANGE IN FUND BALANCES 144,024 149,097 293,121
FUND BALANCES, Beginning 360,277 802,663 1,162,940
FUND BALANCES, Ending $ 504,301 $ 951,760 $ 1,456,061

4

The accompanying notes are an integral part of the financial statements.



CITY OF MANITOU SPRINGS, COLORADO

RECONCILIATION OF THE STATEMENT OF REVENUES
EXPENDITURES AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
Year Ended December 31, 2011

Amounts Reported for Governmental Activities in the Statement of Activities are Different Because:
Net Change in Fund Balances of Governmental Funds $ 293,121

Capital outlays to purchase or construct capital assets are reported in governmental funds as expenditures.
However, for governmental activities those costs are capitalized in the statement of net assets and
allocated over their estimated useful lives as annual depreciation expense in the statement of activities.
This is the amount by which depreciation expense ($631,648) exceeded capital outlay $271,317 in
the current year. (360,331)

Revenues that do not provide current financial resources are deferred in governmental funds but are
recognized in the statement of activities. (124,165)

Some expenses reported in the statement of activities do not require the use of current financial

resources and, therefore, are not reported as expenditures in governmental funds. This includes the

change in accrued compensated absences. 8,271
Repayments of bonds $100,000, loans $35,982 and capital leases $111,846 are expenditures in the

governmental funds, but they reduce long-term liabilities in the statement of net assets and do not

affect the statement of actvities. 247,828

Change in Net Assets of Governmental Activities $ 64,724

The accompanying notes are an integral part of the financial statements.
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CITY OF MANITOU SPRINGS, COLORADO

ASSETS

Current Assets
Cash and Investments $
Accounts Receivable
Grants Receivable

TOTAL CURRENT ASSETS

Noncurrent Assets
Debt Issuance Costs, Net of
Accumulated Amortization
Capital Assets, Not Being Depreciated
Capital Assets, Net of Accumulated Depreciation

TOTAL NONCURRENT ASSETS
TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Liabilities
Accrued Interest Payable
Deferred Revenues
Compensated Absences, Current Portion
Loans Payable, Current Portion
Revenue Bonds Payable, Current Portion

TOTAL CURRENT LIABILITIES
Noncurrent Liabilities
Loans Payable
Revenue Bonds Payable
TOTAL NONCURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS
Invested in Capital Assets, Net of Related Debt

Unrestricted

TOTAL NET ASSETS $

The accompanying notes are an integral part of the financial statements.

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS

December 31, 2011

STORM PARK

DRAINAGE WATER SEWER AUTHORITY TOTALS
27551 $ 1511545 $ 194,459 $ - $ 1,733,555
31,638 102,004 92,655 - 226,297
- 575,027 14,716 - 589,743
59,189 2,188,576 301,830 - 2,549,595
- 91,313 - - 91,313
- 30,238 - 490,000 520,238
1,393,138 5,988,577 2,435,843 169,168 9,986,726
1,393,138 6,110,128 2,435,843 659,168 10,598,277
1,452,327 8,298,704 2,737,673 659,168 13,147,872
1,756 295,965 57,847 - 355,568
3,526 9,497 4,048 - 17,071
1,212 16,271 - 493 17,976
- 5,903 - - 5,903
2,653 17,684 2,532 - 22,869
130,362 187,185 4,170 - 321,717
- - - 65,000 65,000
139,509 532,505 68,597 65,493 806,104
- 3,214,146 72,976 - 3,287,122
- - - 70,000 70,000
- 3,214,146 72,976 70,000 3,357,122
139,509 3,746,651 141,573 135,493 4,163,226
1,262,776 3,192,511 2,373,413 524,168 7,352,868
50,042 1,359,542 222,687 (493) 1,631,778
1312818 $ 4,552,053 $ 2,596,100 $ 523675 $ 8,984,646
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF REVENUES, EXPENSES

AND CHANGES IN FUND NET ASSETS

PROPRIETARY FUNDS

Year Ended December 31, 2011

OPERATING REVENUES
Charges for Services $
Miscellaneous

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Operations and Maintenance
Depreciation and Amortization

TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)
Investment Income

Interest Expense

TOTAL NONOPERATING
REVENUES (EXPENSES)

NET INCOME (LOSS) BEFORE CAPITAL
CONTRIBUTIONS AND TRANSFERS

CAPITAL CONTRIBUTIONS AND TRANSFERS
Tap Fees
Capital Grants
Transfers In
Transfers Out
CHANGE IN NET ASSETS
NET ASSETS, Beginning

NET ASSETS, Ending $

The accompanying notes are an integral part of the financial statements.

STORM PARK
DRAINAGE WATER SEWER AUTHORITY TOTALS
237651 $ 993462 $ 757,204 $ -8 1,988,317
144 529 2,865 - 3,538
237,795 993,991 760,069 - 1,991,855
180,146 710,887 673,421 - 1,564,454
43,396 327,590 147,720 32,954 551,660
223,542 1,038,477 821,141 32,954 2,116,114
14,253 (44,486) (61,072) (32,954) (124,259)
39 1,056 210 - 1,305
(7,954) (24,872) - (10,936) (43,762)
(7,915) (23,816) 210 (10,936) (42,457)
6,338 (68,302) (60,862) (43,890) (166,716)
- 21,500 7,350 - 28,850
9,600 18,990 188,428 - 217,018
- - - 76,155 76,155
(8,000) (85,202) (39,507) - (132,709)
7,938 (113,014) 95,409 32,265 22,598
1,304,880 4,665,067 2,500,691 491,410 8,962,048
1,312,818 $ 4,552,053 $ 2,596,100 $ 523675 $ 8,984,646
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Increase (Decrease) in Cash and Cash Equivalents
Year Ended December 31, 2011

STORM PARK
DRAINAGE WATER SEWER AUTHORITY TOTALS
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers $ 237,838 3% 994,112 3% 757,507 $ - $ 1,989,457
Cash Paid to Suppliers (57,667) (383,894) (564,932) - (1,006,493)
Cash Paid to Employees (119,982) (318,244) (122,478) - (560,704)
Net Cash Provided (Used) by Operating Activities 60,189 291,974 70,097 - 422,260
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Payments from Other Funds - - - 76,155 76,155
Payments to Other Funds (8,000) (85,202) (39,507) - (132,709)
Net Cash Provided (Used) by Noncapital
Financing Activities (8,000) (85,202) (39,507) 76,155 (56,554)
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Acquisition and Construction of Capital Assets (4,796) (1,086,945) (418,828) - (1,510,569)
Loan Proceeds - 939,191 123,983 - 1,063,174
Capital Grants Received 9,600 18,990 188,428 - 217,018
Debt Principal Paid (125,006) (185,789) (4,170) (65,000) (379,965)
Debt Interest Paid (9,518) (25,803) - (11,155) (46,476)
Tap Fees Received - 21,500 7,350 - 28,850
Net Cash Used by Capital and Related
Financing Activities (129,720) (318,856) (103,237) (76,155) (627,968)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest Received 39 1,056 210 - 1,305
NET CHANGE IN CASH AND
CASH EQUIVALENTS (77,492) (111,028) (72,437) - (260,957)
CASH AND CASH EQUIVALENTS, Beginning 105,043 1,622,573 266,896 - 1,994,512
CASH AND CASH EQUIVALENTS, Ending $ 27551 % 1511545 $ 194,459 % - $ 1,733,555

RECONCILIATION OF OPERATING INCOME
(LOSS) TO NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES
Operating Income (Loss) $ 14,253 % (44,486) $ (61,072) (32,954) $ (124,259)
Adjustments to Reconcile Operating Income
(Loss) to Net Cash Provided (Used) by
Operating Activities

Depreciation 43,396 319,980 147,720 32,954 544,050
Amortization - 7,610 - - 7,610
Changes in Assets and Liabilities
Accounts Receivable 43 (1,121) (2,562) - (3,640)
Accounts Payable 1,427 4,162 (10,553) - (4,964)
Accrued Liabilities (109) (815) (738) - (1,662)
Deferred Revenues - 1,242 - - 1,242
Compensated Absences 1,179 5,402 (2,698) - 3,883
Total Adjustments 45,936 336,460 131,169 32,954 546,519

Net Cash Provided (Used) by
Operating Activities $ 60,189 $ 291974 $ 70,097 $ - $ 422,260

The accompanying notes are an integral part of the financial statements.
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF FIDUCIARY NET ASSETS
December 31, 2011

AGENCY
ASSETS
Cash and Investments $ 1,372
Taxes Receivable 3,610
TOTAL ASSETS $ 4,982
LIABILITIES
Accounts Payable $ 183
Deferred Revenues 3,610
Due to Metropolitan District 1,189
TOTAL LIABILITIES $ 4,982

The accompanying notes are an integral part of the financial statements.
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NOTE 1.

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Manitou Springs, Colorado (the “City”) is a home rule municipality governed by a
council-manager form of government through aMayor and six-member City Council elected by the
residents.

The accounting policies of the City and its component units conform to generally accepted
accounting principles as applicable to government entities. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. Following is a summary of the more significant
policies.

Reporting Entity

The financial reporting entity consists of the City, organizations for which the City is financially
accountable, and organi zations that raise and hold economic resources for the direct benefit of the
City. All funds, organizations, institutions, agencies, departments and offices that are not legally
separate are part of the City. Legally separate organizations for which the City is financially
accountable are considered part of the reporting entity. Financial accountability existsif the City
appointsavoting majority of the organization’ sgoverning board and isable to imposeitswill onthe
organization, or if the organization provides benefits to, or imposes financial burdens, on the City.
Based on the application of these criteria, the City includes the following entities in its reporting
entity.

The Manitou Springs Park Authority (the “ Authority”) was formed to provide financing for the
redevelopment of parklands and mineral springs exclusively for the City. The City Council, City
Clerk and City Treasurer serve asthe governing board of the Authority. The Authority is blended
into the financial statements as a proprietary fund. Separate financial statements are not issued by
the Authority.

TheManitou SpringsUrban Renewal Authority (the* URA”) wascreated to redevel op or rehabilitate
certain blighted areas within the City. The URA has a separate governing board with members
appointed by the City Council. Although the URA islegaly separate from the City, the URA’s
primary revenue source, tax increment financing, can only be established by the City. The URA
does not issue separate financial statements and is discretely presented in the City’s financial
statements.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of thennonfiduciary activitiesof the City and its component units.
For the most part, the effect of interfund activity has been removed from these statements.
Exceptions to this general rule are charges for interfund services that are reasonably equivalent to
the services provided. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. The primary government is reported separately
from the legally separate component unit for which the City is financially accountable.
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NOTE 1.

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-Wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of the given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiablewith aspecific function or segment. Programrevenuesinclude 1) chargesto customers
or applicants who purchase, use, or directly benefit from goods, services, or privileges provided by
a given function or segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and the
fiduciary fund, even though the latter is excluded from the City’s government-wide financial
statements. Mgjor individual governmental and enterprise funds are reported as separate columns
in the fund financial statements.

M easurement Focus, Basis of Accounting, and Financial Statement Presentation

Thegovernment-widefinancial statementsare reported using the economic resour ces measur ement
focus and the accrual basis of accounting, as are the proprietary fund financial statements. The
agency fund utilizes the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when the liability isincurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenuesin the year for which they are levied. Grantsand similar
items are recognized as revenue as soon as all eligibility requirementsimposed by the provider have
been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenuesare recognized as soon
asthey are both measurable and available. Revenues are considered to be available when they are
collected within the current year or soon enough thereafter to pay liabilities of the current year. For
this purpose, the City considers revenuesto be available if they are collected within 60 days of the
end of the current year.

Taxes, intergovernmental revenues, and interest associated with the current year are considered to
be susceptible to accrual and so have been recognized as revenues of the current year. All other
revenues are considered to be measurable and available only when cash is received by the City.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.
However, debt service expenditures, as well as expenditures related to compensated absences, are
recorded only when payment is due.

Proprietary funds distingui sh operating revenues and expenses from nonoperating items. Operating
revenues and expensesgenerally result from providing services and producing and delivering goods
in connection with a proprietary fund's principal ongoing operations. Operating expenses for
enterprisefundsincludethe cost of salesand services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses.
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NOTE 1

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (Continued)

M easur ement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

When both restricted and unrestricted resources are availablefor use, it isthe City’ s practice to use
restricted resources first, then unrestricted resources as they are needed.

In the fund financial statements, the City reports the following major governmental fund:

The General Fundisthe City’ s primary operating fund. It accountsfor all financial resources of the
City, except those required to be accounted for in another fund.

The City reports the following major proprietary funds:

The Storm Drainage Fund accounts for storm drainage fees used for the construction of storm
drainage facilities and the provision of ongoing storm water monitoring.

TheWater Fund accountsfor thefinancial activities associated with the provision of water services.
The Sewer Fund accountsfor thefinancial activities associated with the provision of sewer services.
Additionally, the City reports the following fund type:

The Manitou Springs Metropolitan District Agency Fund accounts for the collection of taxes and
parking feesrelated to the District’ sparking facilities. The City isthe collection agent and holdsall
resourcesin apurely custodial capacity.

Assets, Liabilities and Net Assets/Fund Balances

Cash and Investments - Cash equivalents include investments with original maturities of three
months or less. Pooled cash and investments are considered cash equivalents. Investments are
reported at fair value.

Interfund Receivables/Payabl es- During the course of operations, certain transactionsoccur between
individual funds. The resulting receivables and payables are classified in the fund financial
statements as interfund receivables and interfund payables.

Any residual balances outstanding between governmental and business-type activities are reported
in the government-wide financial statements as internal balances.

Capital Assets - Capital assets, which include property, plants, buildings, equipment, and al
infrastructure owned by the City, are reported in the applicable governmental or business-type
activities columnsinthegovernment-widefinancial statementsand the proprietary fundsinthefund
financial statements. Capital assets are defined by the City as assetswith aninitial, individual cost
of $5,000 or more and an estimated useful life in excess of one year. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.
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NOTE 1

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (Continued)

Assets, Liabilitiesand Net Assets/Fund Balances (Continued)

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are not capitalized.

Property and equipment of the City isdepreciated using the straight-line method over thefollowing
estimated useful lives.

Land Improvements 15- 25 years
Buildings 20 - 40 years
Infrastructure 25 - 55 years
Collection and Distribution Systems 5-40years
Equipment and Vehicles 3-10years

Deferred Revenues - Deferred revenues arise when resources are received by the City before it has
a legal claim to them or when assets are not available as current financial resources in the
governmental funds. Grantsreceived prior totheincurrenceof qualifying expendituresand property
taxes earned but levied for the subsequent year are included in deferred revenues.

Compensated Absences - Employees of the City areall owed to accumul ate unused vacation and sick
time. Upon termination of employment from the City, an employee will be compensated for all
accrued vacation time but not for accumulated sick time. Therefore, no liability for accrued sick
timeisreported in the financial statements.

Accrued vacation timeis recognized as a current expenditure when earned in the proprietary funds
andwhen dueinthegovernmental funds. A long-termliability hasbeen reported in the government-
wide financial statements for the accrued vacation time.

Long-TermObligations- In the government-wide financial statements, and the proprietary fundsin
the fund financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities, business-type activities, or proprietary fund
statement of net assets. Debt issuance costs are deferred and amortized over the life of the debt
using the straight-line method.

In the fund financial statements, governmental funds recognize the face amount of debt issued as
other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs,
whether or not withheld from the actual debt proceeds received, are reported as debt service
expenditures.

Net Assets/Fund Balances - In the government-wide and fund financial statements, net assets and
fund balances arerestricted when constraints placed on the use of resources are externally imposed.
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NOTE 1

NOTE 2:

NOTE 3:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES (Continued)

Assets, Liabilitiesand Net Assets/Fund Balances (Continued)

In the fund financial statements, governmental funds report assigned fund balances when the City
Council intends to use resources for a specific purpose but without aformal action. The City has
not established aformal policy for its use of restricted and unrestricted fund balances. However, if
both restricted and unrestricted fund balances are available, the City uses restricted fund balance
first, followed by committed, assigned, and unassigned balances.

Property Taxes

Property taxes attach as an enforceable lien on property on January 1 and are levied the following
January 1. Taxes are payablein full on April 30 or in two installments on February 28 and June 15.
The County Treasurer’s Office collects property taxes and remits to the City on a monthly basis.
Since property tax revenues are collected in arrears during the succeeding year, a receivable and
corresponding deferred revenue are reported at December 31.

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Accountability
At December 31, 2011, the Downtown Public Facilities and the Rural Transportation Authority

Funds had negative fund balances of $56,423 and 6,205, respectively. Management expects these
negative balances to be eliminated with future revenues.

CASH AND INVESTMENTS

A summary of cash and investments at December 31, 2011, follows:

Petty Cash $ 2,466
Cash Deposits 1,270,146
Investments 1,998,483

Totd $ 3,271,095

Cash and investments are reported in the financial statements as follows:

Cash and Investments - Primary Government $ 3,125,968
Cash and Investments - Urban Renewal Authority 143,755
Cash and Investments - Agency Fund 1,372

Total $ 3,271,095
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NOTE 3:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

CASH AND INVESTMENTS (Continued)

Cash Deposits

The Colorado Public Deposit Protection Act (PDPA) requireslocal government entities to deposit
cash in eligible public depositories. Eligibility is determined by State regulations. Amounts on
deposit in excess of federal insurance levels must be collateralized by eligible collateral as
determined by thePDPA. The PDPA allowsthefinancial institutionto createasinglecollateral pool
for al public fundsheld. The pool isto be maintained by another institution, or held in trust for all
uninsured public deposits as a group. The market value of the collateral must be at least equal to
102% of the uninsured deposits.

Investments

The City is required to comply with State statutes which specify investment instruments meeting
defined rating, maturity, and concentration risk criteria in which local governments may invest,
which include the following. State statutes do not address custodial risk. The City’s investment
policy follows State statutes.

» Obligations of the United States and certain U.S. Agency securities

» Certain international agency securities

» General obligation and revenue bonds of U.S. local government entities

» Bankers acceptances of certain banks

o Commercial paper

» Local government investment pools

» Written repurchase agreements collateralized by certain authorized securities
» Certain money market funds

» Guaranteed investment contracts

Interest Rate Risk - State statutes generally limit investments to an original maturity of five years
unless the governing board authorizes the investment for a period in excess of five years.

Credit Risk - State statuteslimit investmentsin money market fundsto thosethat maintain aconstant
share price, with a maximum remaining maturity in accordance with the Securities and Exchange
Commission’ sRule 2a7, and either have assets of one billion dollars or the highest rating issued by
anationally recognized statistical rating organization (NRSRO). At December 31, 2011, the City
had $71,711 invested in the First American Government Obligation Fund, which wasrated AAAmM
by Standard and Poor’s.
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NOTE 3

NOTE 4:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

CASH AND INVESTMENTS (Continued)

I nvestments (Continued)

Local Government Investment Pool - At December 31, 2011, the City had $1,926,772 invested in
the Colorado Local Government Liquid Asset Trust (Colotrust), an investment vehicle established
by State statutes for local government entities in Colorado to pool surplus funds. The Colorado
Division of Securitiesadministersand enforcestherequirementsof creating and operating Col otrust.
Colatrust operates in conformity with the Securities and Exchange Commission’s Rule 2a7 as
promul gated under the Investment Company Act of 1940, asamended. Colotrustisrated AAAm by
Standard and Poor’s. Investments of Colotrust are limited to those allowed by State statutes. A
designated custodial bank provides saf ekeeping and depository servicesin connectionwith thedirect
investment and withdrawal functions. The custodian’s internal records identify the investments
owned by the participating governments.

INTERFUND BALANCESAND TRANSFERS

Interfund balances at December 31, 2011, were comprised of the following:

Interfund Receivable Interfund Payable Amount

Genera Downtown Public Facilities $ 64,848

Genera Rural Transportation Authority 6,205
Total $ 71,053

At December 31, 2011, the General Fund had temporarily subsidized the negative cash balances of
the Downtown Public Facilities and the Rural Transportation Authority Funds.

Interfund transfers for the year ended December 31, 2011, were comprised of the following:

Transfers|n Transfers Out Amount
Genera Storm Drainage $ 8,000
Generd Water 85,202
Generd Sewer 39,507
Generd Law Enforcement 1,000
Generd El Paso/Beckers Park 32,689
Capital Improvement General 204,612
Park Authority El Paso/Beckers Park 76,155
Total $ 447,165

During the year ended December 31, 2011, transfersto the General Fund were reimbursements for
administrative costs. The General Fund provided funding to the Capital Improvement Fund for the
Creekside Trail, Barr Trail and bridge restoration projects. The El Paso/Beckers Park Fund
transferred the required lease payments to the Park Authority.
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CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS

December 31, 2011

CAPITAL ASSETS

Capital assets activity for the year ended December 31, 2011, is summarized below:

Governmental Activities
Capital Assets, Not Being Depreciated
Land
Congtruction in Progress
Total Capital Assets, Not Being Depreciated

Capital Assets, Being Depreciated
Land Improvements
Buildings
Infrastructure
Equipment and Vehicles
Total Capital Assets, Being Depreciated

Less Accumulated Depreciation
Land Improvements
Buildings
Infrastructure
Equipment and Vehicles
Total Accumulated Depreciation

Total Capital Assets, Being Depreciated, Net
Governmental Activities Capital Assets, Net

Business-Type Activities
Capital Assets, Not Being Depreciated
Land
Congtruction in Progress
Total Capital Assets, Not Being Depreciated

Capital Assets, Being Depreciated
Land Improvements
Collection and Distribution Systems
Buildings
Machinery and Equipment

Total Capital Assets, Being Depreciated

Less Accumulated Depreciation
Land Improvements
Collection and Distribution Systems
Buildings
Machinery and Equipment
Total Accumulated Depreciation

Total Capital Assets, Being Depreciated, Net

Business-Type Activities Capital Assets, Net

Balance Balance

12/31/10 Additions Deletions 12/31/11
$ 4,656,380 $ - $ - $ 4,656,380
102,230 131,857 11,620 222,467
4,758,610 131,857 11,620 4,878,847
3,006,254 30,782 - 3,037,036
1,315,886 14,404 - 1,330,290
8,487,933 34,341 - 8,522,274
3,163,171 71,553 211,060 3,023,664
15,973,244 151,080 211,060 15,913,264
(499,071) (121,233) - (620,304)
(1,065,367) (13,215) - (1,078,582)
(4,842,656) (325,681) - (5,168,337)
(2,565,977) (171,519) (211,060) (2,526,436)
(8,973,071) (631,648) (211,060) (9,393,659)
7,000,173 (480,568) - 6,519,605
$ 11758783 $  (348,711) $ 11620 $ 11,398,452
$ 490,000 $ - $ - $ 490,000
1,631,581 30,238 1,631,581 30,238
2,121,581 30,238 1,631,581 520,238
497,386 - - 497,386
12,672,596 2,750,205 - 15,422,801
69,066 - - 69,066
1,647,479 166,836 - 1,814,315
14,886,527 2,917,041 - 17,803,568
(304,734) (32,544) - (337,278)
(5,705,312) (412,178) - (6,117,490)
(21,518) (2,152) - (23,670)
(1,241,228) (97,176) - (1,338,404)
(7,272,792) (544,050) - (7,816,842)
7,613,735 2,372,991 - 9,986,726
$ 0735316 $ 2403229 $ 1631581 $ 10,506,964



NOTE 5:

NOTE 6:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

CAPITAL ASSETS (Continued)
Depreciation expense was charged to functions/programs of the City as follows:
Governmental Activities
General Government $ 360,667
Public Safety 82,596
Public Works 53,867
Culture and Recreation 134,518
Totd $ 631,648
LONG-TERM DEBT
Governmental Activities
Following is asummary of long-term debt transactions for the governmental activitiesfor the year
ended December 31, 2011.
Balance Balance Due Within
12/31/10 Additions Deletions 12/31/11 One Y ear
2004 Sales and Use Tax Bonds $ 1,395,000 $ - $ 100,000 $ 1,295000 $ 110,000
2009 Conservation Trust Loan 73,402 - 35,982 37,420 37,420
Capital Lease Obligations 758,984 - 111,846 647,138 106,893
Compensated Absences 82,353 96,839 105,110 74,082 74,082
Total $ 2.309,739 $ 96,839 $ 352938 $ 2,053,640 $ 328,395

Compensated absences are expected to be liquidated primarily with revenues of the General Fund.

During 2004, the City issued $1,850,000 Sales and Use Tax Revenue Bonds to finance capital
improvementsrelated to the City’ sDowntown Master Plan. Principal and interest paymentsare due
semi-annually on February 1 and August 1, through 2020. Interest accruesat ratesranging from 2%
to 5% per annum. During the year ended December 31, 2011, pledged revenues derived from the
dedicated .3% sales and use tax totaling $164,371 were available to pay annual debt service of
$163,148.
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NOTE 6:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

LONG-TERM DEBT (Continued)

Governmental Activities (Continued)

Future debt service requirements at December 31, 2011, are asfollows.

Y ear Ended December 31, Principa Interest Total
2012 $ 110,000 $ 58,969 $ 168,969
2013 120,000 54,255 174,255
2014 130,000 48,939 178,939
2015 140,000 43,025 183,025
2016 150,000 36,575 186,575
2017 - 2020 645,000 66,794 711,794
Total $ 1295000 $ 308557 $ 1,603,557

During 2009, the City entered into aloan agreement with the Colorado Conservation Trust in the
principal amount of $108,000 to finance the acquisition of real property. Principal and interest
paymentsare dueannually on December 1, through 2012. Interest accruesat 4% per annum. Future
debt service requirements at December 31, 2011, are asfollows.

Y ear Ended December 31, Principa Interest Total

2012 $ 37,420 $ 1498 $ 38,918

The City hasentered into various|ease agreementsfor land, equipment and vehicles. Capital assets
totaling $801,895 less accumul ated depreciation of $62,253 arereported inthe financial statements
under the lease agreements. Following is a schedule of future minimum lease payments required
under the outstanding capital lease obligations at December 31, 2011.

Y ear Ended December 31,

2012 $ 140,936
2013 113,395
2014 113,395
2015 57,906
2016 57,906
2017 - 2021 289,530
2022 57,906
Total Minimum L ease Payments 830,974
Less: Interest (183,836)
Present Value of Future Minimum L ease Payments $ 647,138
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CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

LONG-TERM DEBT (Continued)

Business-Type Activities

Following is asummary of long-term debt transactions for the business-type activities for the year
ended December 31, 2011.

Balance Balance Due Within

12/31/10 Additions Payments 12/31/11 One Y ear
1985 Water Loan $ 642,620 $ - $ 34,789 $ 607,831 $ 36,185
2003 Tatonka Loan 255,368 - 125,006 130,362 130,362
2009 Water Loan 1,210,327 - 62,068 1,148,259 62,068
2009 Water Loan 1,210,327 - 62,068 1,148,259 62,068
2009 Water Loan 523,846 - 26,864 496,982 26,864
2009 Sewer Loan 81,316 - 4,170 77,146 4,170
1998 L ease Revenue Bonds 200,000 - 65,000 135,000 65,000
Compensated Absences 18,986 29,376 25,493 22,869 22,869
Total $ 4142790 $ 29376 $ 405458 $ 3,766,708 $ 409,586

During 1985, the City entered into aloan agreement with the Colorado Water Conservation Board
inthe principal amount of $1,200,000 for certain water supply system improvements. Principal and
interest payments are due annually on May 1, through 2025. Interest accrues at 4.02% per annum.

During 2003, the City entered into aloan agreement with Tatonka Capital in the principal amount
of $1,100,000 to finance repairs and improvements to the City’ s storm drainage system. Principal
and interest paymentsare due semi-annually on March 15 and September 15, through 2012. Interest
accrues at 4.24% per annum.

During 2009, the City entered into two loan agreements with the Colorado Water Resources and
Power Development Authority (CWRPDA), each in the principal amount of $1,241,361, for
construction and improvements to the water delivery systems. Principal payments are due semi-
annually on May 1 and November 1, through May 1, 2030. The loans are non-interest bearing.

During 2009, the City entered into athird | oan agreement withthe CWRPDA inthe principal amount
of $537,278 for construction and improvementsto the water delivery systems. Principal payments
are due semi-annually on May 1 and November 1, through May 1, 2030. The loan is non-interest
bearing.

Thethree CWRPDA water loans are payabl e solely from revenues of the City’ swater utility system,
after deducting operation and maintenance costs. During the year ended December 31, 2011, net
revenues of $305,660 were available to pay annual debt service of $151,000. Remaining debt
service at December 31, 2011, was $2,793,500.

During 2009, the City entered into aloan agreement with the CWRPDA in the principal amount of

$83,401 to finance repairsto the City’ s sewer treatment systems. Principal payments are due semi-
annually on May 1 and November 1, through May 1, 2030. Theloan is non-interest bearing.
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CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

LONG-TERM DEBT (Continued)

Business-Type Activities (Continued)

This loan is payable solely from revenues of the City’s sewer utility system, after deducting
operation and maintenance costs. During the year ended December 31, 2011, net revenues of
$94,208 were available to pay annual debt service of $4,170. Remaining debt service at December
31, 2011, was $77,146.

Annual debt service requirements for the loans at December 31, 2011, are asfollows.

Y ear Ended December 31, Principa Interest Total
2012 $ 321,717 $ 28,567 $ 350,284
2013 192,808 22,954 215,762
2014 194,320 21,442 215,762
2015 195,892 19,870 215,762
2016 197,527 18,235 215,762
2017 - 2021 1,014,550 64,260 1,078,810
2022 - 2026 948,930 14,521 963,451
2027 - 2030 543,095 - 543,095
Total $ 3,608,839 $ 189,849 $ 3,798,688

During 1998, the Manitou Springs Park Authority issued Lease Revenue Bonds in the principal
amount of $765,000 for the acquisition and construction of certain publicfacilitiesandreal property.
The City isobligated under alease agreement to make semi-annual lease paymentsto the Authority
for using the public facilitiesand real property. The Authority isrequired to make equal payments
to the Trustee, for payment of the bonds. Principal and interest payments are due semi-annually on
June 1 and December 1, through 2013. Interest accrues at rates ranging from 4.3% to 5.1% per
annum. Future debt service requirements at December 31, 2011, were as follows.

Y ear Ended December 31, Principa Interest Total

2012 $ 65,000 $ 5228 $ 70,228

2013 70,000 1,785 71,785
Total $ 135,000 $ 7,013 $ 142,013
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NOTE 7:

NOTE 8:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

RISK MANAGEMENT

Public Entity Risk Pool

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuriesto employees; and natural disasters. For theserisksof loss, the
City isamember of the Colorado Intergovernmental Risk Sharing Agency (CIRSA), aseparate and
independent governmental and legal entity formed by intergovernmental agreement by member
municipalities pursuant to State statute.

The purposes of CIRSA are to provide members defined liability, property, and workers
compensation coverages and to assist members in preventing and reducing losses and injuries to
municipa property and to persons or property which might result in claims being made against
members of CIRSA, their employees and officers.

It isthe intent of the members of CIRSA to create an entity in perpetuity which will administer and
use funds contributed by the membersto defend and indemnify, in accordance with the bylaws, any
member of CIRSA against stated liability of loss, to the limit of the financial resources of CIRSA.

It isaso the intent of the members to have CIRSA provide continuing stability and availability of
needed coverages at reasonable costs. All income and assets of CIRSA shall be at al times
dedicated to the exclusive benefit of itsmembers. CIRSA isaseparate legal entity and the City does
not approve budgets nor does it have the ability to significantly affect the operations of CIRSA.

RETIREMENT COMMITMENTS

Defined Benefit Multiple-Employer Pension Plan

Plan Description - The City contributes to the Local Government Division Trust Fund (LGDTF),
a cost-sharing multiple-employer defined benefit pension plan administered by the Public
Employee’ s Retirement Association of Colorado (PERA). The LGDTF provides retirement and
disability, annual increases, and death benefitsfor members or their beneficiaries. Title 24, Article
51 of the Colorado Revised Statutes (CRS), as amended, assigns the authority to establish benefit
provisionsto the State Legislature. PERA issues a publicly available annual financial report that
includesfinancial statementsand required supplementary information for the LGDTF. That report
may be obtained by contacting PERA of Colorado, 1301 Pennsylvania Street, Denver, Colorado,
80203.

Funding Policy - The contribution requirements of Plan members and the City are established under
Title 24, Article 51, Part 4 of the CRS, as amended. The contribution rate for members was 8% of
covered salaries. The City’s contribution rate for the years ended December 31, 2011, 2010 and
2009 was 13.7%, 13.7% and 12.8% of covered salaries, respectively. A portion of the City’s
contribution (1.02% of covered salary) isallocated to the Health Care Trust Fund (SeeNote9). The
City’s contributions to the LGDTF for the years ended December 31, 2011, 2010 and 2009 were
$214,517, $207,361 and $187,788, respectively, equal to the required contributions for each year.
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RETIREMENT COMMITMENTS (Continued)

Volunteer Firefighter’s Pension Plan

Plan Description - The City has established a single-employer defined benefit pension plan for
volunteer firefightersasauthorized by State statute. The Planisadministered by aBoard of Trustees
composed of City Council members and firefighters. City Council establishes the Plan benefits.
Any firefighter who has both attained the age of fifty and completed twenty years of active service
shall be eligible for amonthly pension, currently $225. A firefighter who is disabled in the line of
duty and whose disability is of such character and magnitude asto deprive thefirefighter of earning
capacity and extends beyond one year, shall be compensated in an amount determined by City
Council. The Planisaffiliated with, and administered by, the Fire and Police Pension Association
of Colorado (FPPA). The FPPA issues publicly available financial statements and required
supplementary information. That report may be obtained by writing to FPPA, 5290 DTC Parkway,
Suite 100, Englewood, CO 80111, or by calling 1-800-332-3772.

Funding Policy - The Plan may receive contributionsfrom the City in an amount not to exceed one-
half mill of property tax revenue. As established by the State Legislature, the State of Colorado
contributes ninety percent of the City’ s contribution. The contribution requirements of the City and
Plan members are established and may be amended by the City Council. The contributions are not
actuarially determined. Anactuary isused to determinethe adequacy of contributions. Theactuarial
study as of January 1, 2011, indicated that the current level of contributionsto the Plan are adequate
to support on an actuarially sound basis the prospective benefits, including administrative costs, for
the present Plan.

Actuarial assumptions included the following:

Actuarial Cost Method - Entry age

Interest Rate - 8% per annum, compounded annually

Retirement - Age 50 and 20 years of service

Disahility - Age Range 20 to 55, Rate per, 1,000 Range .10to0 8.1
Mortality - 1994 Group Annuity Mortality Table

Marital Status - 90% married

Age Difference - Males assumed to be 3 years older

Asset Valuation - Three year smoothed fair market value

Based on an amortization period of fourteen years using the level dollar method on an open basis,
the Plan’s expected contributions exceed the amount recommended to eliminate the unfunded
actuarial accrued liability. During the year ended December 31, 2011, the City and the State
contributed $16,000 and $14,400, respectively, to the Plan, equal to the required contributions.
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RETIREMENT COMMITMENTS (Continued)

Volunteer Firefighter’s Pension Plan (Continued)

Trend information of the Plan follows:

Annual Percentage Net Pension

Fiscal Year Ending Pension Cost Contributed Obligation
12/31/11 $30,400 100% $ -
12/31/10 30,400 100% -
12/31/09 30,400 100% -

Funded Status and Funding Progress- At January 1, 2011, the most recent actuarial valuation date,
the Plan was 62.8% funded. The actuarial value of assets was $361,599, and the actuarial accrued
liability for benefits was $575,929, resulting in an unfunded actuarial accrued liability (UAAL) of
$214,330.

The schedul e of funding progress, presented as required supplementary information following the
notes to the financial statements, presents multiyear trend information about whether the actuarial
value of Plan assets are increasing or decreasing over time relative to the actuarial accrued liability
for benefits.

Police and Fire Pension Plan

Plan Description - The City contributes to the Statewide Defined Benefit Plan, a cost sharing
multiple-employer defined benefit pension plan administered by the Colorado Fire and Police
Pension Association (FPPA), for its police and fire employees. Death and disability coverage is
provided for members through the Statewide Death and Disability Plan, whichis also administered
by FPPA. All full-time paid policeandfirefightersof the City aremembersof the Statewide Defined
Benefit Plan and the Statewide Death and Disability Plan. Colorado statutes assign the authority to
establish benefit provisions to the State legislature. FPPA issues a publicly available annual
financia report that includes financial statements and required supplementary information for the
Statewide Defined Benefit Plan and the Statewide Death and Disability Plan. That report may be
obtained by writing to FPPA, 5290 DTC Parkway, Suite 100, Englewood, CO 80111, or by calling
1-800-332-3772.

Funding Policy - The contribution regquirements of the Plan members and the City are established
by State statute. The contribution rate was 8% of covered salariesfor all Plan membersand the City
for the past threeyears. The City’ scontributionsto the Plan for the yearsended December 31, 2011,
2010and 2009 were $66,992, $69,168 and $69,294, respectively, equal to therequired contributions.
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RETIREMENT COMMITMENTS (Continued)

Old Hire Fire Pension Plan

Plan Description - The City has established a single-employer defined benefit pension plan for
volunteer firefighters hired prior to April 8, 1978. The Plan has two retired beneficiaries and is
closed to future participation. A Board of Trustees composed of City Council members and
firefighters overseesthe Plan. The Planis affiliated with, and administered by, the Fire and Police
Pension Association of Colorado (FPPA). FPPA issues publicly availablefinancial statementsand
required supplementary information. That report may be obtained by writing to FPPA, 5290 DTC
Parkway, Suite 100, Englewood, CO 80111, or by calling 1-800-332-3772.

Funding Policy - The contribution requirements of the City and Plan members are established and
may be amended by the City Council. Contributions are not actuarially determined. An actuary is
used to determine the adequacy of contributions. The actuarial study as of January 1, 2010,
indicated that the current level of contributionsto the Plan are adequate to support on an actuarially
sound basisthe prospective benefits, including administrative costs, for the present Plan. Duringthe
year ended December 31, 2011, the City contributed $10,143 to the Plan, equal to the required
contributions.

Actuarial assumptions include the following:

Actuarial Cost Method - Entry age

Interest Rate - 8% per annum, compounded annually

Retirement - Age 50 and 20 years of service

Disahility - Age Range 20 to 80, Rate per, 1,000 Range 10.6 to 107.68
Mortality - 1994 Group Annuity Mortality Table

Marital Status - 90% married

Age Difference - Retirees assumed to be 3 years older than beneficiaries
Asset Valuation - Three year smoothed fair market value

Based on an amortization period of eighteen years using the level dollar method on an open basis,
the Plan’s expected contributions exceed the amount recommended to eliminate the unfunded
actuarial accrued liability.

Trend information of the Plan follows:

Annual Percentage Net Pension

Fiscal Y ear Ending Pension Cost Contributed Obligation
12/31/11 $9,857 103% ($10,903)
12/31/10 2,745 118% (11,189)
12/31/09 2,794 107% (11,751)

25



NOTE 8:

NOTE 9:

NOTE 10:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO FINANCIAL STATEMENTS
December 31, 2011

RETIREMENT COMMITMENTS (Continued)

Old Hire Fire Pension Plan (Continued)

Funded Status and Funding Progress- At January 1, 2010, the most recent actuarial valuation date,
the Plan was 81.5% funded. The actuarial value of assets was $406,711, and the actuarial accrued
liability for benefits was $498,856, resulting in an unfunded actuarial accrued liability (UAAL) of
$92,145.

The schedule of funding progress, presented as required supplementary information following the
notes to the financial statements, presents multiyear trend information about whether the actuarial
value of Plan assets are increasing or decreasing over timerelative to the actuarial accrued liability
for benefits.

POST EMPLOYMENT HEALTHCARE BENEFITS

Plan Description - The City contributes to the Health Care Trust Fund (HCTF), a cost-sharing
multi ple-employer postemployment healthcare plan administered by the PERA. TheHCTF provides
a health care premium subsidy to PERA participating benefit recipients and their eligible
beneficiaries. Title24, Article51, Part 12 of the CRS, asamended, assignsthe authority to establish
the HCTF benefit provisions to the State Legislature. PERA issues a publicly available annual
financia report that includes financial statements and required supplementary information for the
HCTF. That report may be obtained by writing to PERA of Colorado, 1301 Pennsylvania Street,
Denver, Colorado 80203, or by calling PERA at 303-832-9550 or 1-800-759-PERA (7372).

Funding Policy - The City was required to contribute at a rate of 1.02% of covered salariesfor all
PERA members as set by statute. No member contributions are required. The contribution
requirementsfor the City are established under Title 24, Article 51, Part 4 of the CRS, as amended.
The apportionment of the contributions to the HCTF is established under Title 24, Article 51,
Section 208 of the CRS as amended. The City’s apportionment to the HCTF for the years ended
December 31, 2011, 2010 and 2009 were $15,971, $15,439 and $14,964, respectively, equal to the
required amounts for each year.

COMMITMENTSAND CONTINGENCIES

Construction Commitments

The City has several active capital projects at December 31, 2011. These projects include
construction of water infrastructure and street and trail improvements, among others. At December
31, 2011, the City’ sonly significant commitment for capital projects remaining isthe water project
of approximately $460,000.
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COMMITMENTS AND CONTINGENCIES (Continued)

Tabor Amendment

Colorado voters passed an amendment to the State Constitution, Article X, Section 20, which has
several limitations, including revenueraising, spending abilities, and other specific requirements of
state and local governments. The Amendment requires, with certain exceptions, advance voter
approval for any new tax, tax rate increase, mill levy above that for the prior year, extension of an
expiring tax, or tax policy change directly causing a net tax revenue gain to the City. Revenuein
excessof thefiscal year spending limit must berefunded in the next fiscal year unlessvotersapprove
retention of such revenue.

The City’s management believes it is in compliance with the provisions of the Amendment.
However, the Amendment is complex and subject to interpretation. Many of its provisions may
require judicial interpretation.

In November, 1997, voters within the City authorized the City to collect, retain and expend all
revenues and other funds in excess of the revenue limitations of the Amendment.

The City has established an emergency reserve, representing 3% of qualifying expenditures, as
required by the Amendment. At December 31, 2011, the emergency reserve of $128,000 was
reported as restricted fund balance in the General Fund.

The URA is not subject to the Amendment. See: Marian L. Olson v. City of Golden, et. a. 53 P.3d
747 (Co. App.), certiorari denied.

Property Tax Refund

During 2011, the City determined that property tax revenues collected under the public works mill
levy were in excess of permitted limits. The City estimated that approximately $210,000 will be
refunded through atemporary reduction in the General Fund property taxesover the next four years.

Claims and Judgements

The City participates in a number of federal, state, and local programs that are fully or partially
funded by grantsreceived from other governmental entities. Expensesfinanced by grantsare subject
to audit by the appropriate grantor government. 1f expenses are disallowed due to noncompliance
with grant program regulations, the City may be required to reimburse the grantor government. At
December 31, 2011, significant amounts of grant expenses have not been audited but management
believesthat subsequent auditswill not have amaterial effect on the overall financial position of the
City.

Litigation

TheCity isinvolvedinvariouslitigation. Theoutcome of thislitigation cannot be determined at this
time.
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NOTE 11: RESTATEMENT

For the year ended December 31, 2011, the City adopted the standards of Governmental Accounting
Standards Board Statement No. 54, Fund Balance Reporting and Governmental Fund Type
Definitions. Asaresult, certain funds were merged for reporting purposes, as follows.

Capital Governmental Business-Type
General Improvement Activities W ater Activities

Fund Balance/Net Assets,
December 31, 2010, as Originally Stated $ 399,961 $ 179,023 $10,939,083 $ 4,628,155 $ 8,925,136

Parks and Recreation (39,684) - - - -
Structure Stabilization - 121,629 - - -
Mineral Pool - - (36,912) 36,912 36,912

Fund Balance/Net Assets,
December 31, 2010, as Restated $ 360277 $ 300,652 $10,902,171 $ 4,665,067 $ 8,962,048
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CITY OF MANITOU SPRINGS, COLORADO

SCHEDULE OF FUNDING PROGRESS
VOLUNTEER FIREFIGHTER'S PENSION PLAN
Year Ended December 31, 2011

UAAL as a
Actuarial Percentage of

Actuarial Actuarial Accrued Unfunded AAL Covered

Valuation Value of Liability (AAL) (UAAL) Funded Ratio Covered Payroll

Date Assets (a) Entry Age (b) (b-a) (a/b) Payroll (c) ((b-a)/c)
1/1/11 $ 361,599 % 575,929 214,330 62.8% NA NA
1/1/09 374,358 612,539 238,181 61.1% NA NA
1/1/07 438,406 422,118 (16,288) 103.9% NA NA
1/1/05 398,850 448,448 49,598 88.9% NA NA
1/1/03 418,572 456,070 37,498 91.8% NA NA
1/1/01 473,924 266,654 (207,270) 177.7% NA NA

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

SCHEDULE OF FUNDING PROGRESS
OLD HIRE FIRE PENSION PLAN
Year Ended December 31, 2011

UAAL as a
Actuarial Percentage of

Actuarial Actuarial Accrued Unfunded AAL Covered

Valuation Value of Liability (AAL) (UAAL) Funded Ratio Covered Payroll

Date Assets (a) Entry Age (b) (b-a) (a/b) Payroll (c) ((b-a)/c)
1/1/10 $ 406,711  $ 498,856 $ 92,145 81.5% NA NA
1/1/08 487,716 519,727 32,011 93.8% NA NA
1/1/06 442,414 510,837 68,423 86.6% NA NA
1/1/04 401,327 502,783 101,456 79.8% NA NA
1/1/02 484,063 650,298 166,235 74.4% NA NA

See the accompanying Independent Auditors' Report.

30



REVENUES
Taxes
Sales and Use
Property
Amusement and Lodging
Franchise
Auto Use
Licenses and Permits
Intergovernmental
Charges for Services
Fines and Forfeitures
Investment Income
Miscellaneous

TOTAL REVENUES

EXPENDITURES

General Government
Legislative
Judicial
Executive
Administrative
Community Services
Economic Development
Intergovernmental
Council Programs and Projects

Total General Government

Public Safety
Police
Communications
Fire
Parking Enforcement
Total Public Safety

Public Works
Streets
Total Public Works

Culture and Recreation
Parks and Recreation
Library
Total Culture and Recreation

TOTAL EXPENDITURES

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

Year Ended December 31, 2011

$

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
2,054,096 $ 2,006,857 1,992,923 (13,934)
788,751 784,560 786,970 2,410
545,000 564,973 551,588 (13,385)
127,000 132,267 136,270 4,003
185,000 197,024 186,060 (10,964)
71,700 50,823 54,787 3,964
204,254 226,245 269,347 43,102
290,000 377,888 390,329 12,441
188,500 173,408 146,888 (26,520)
200 55 100 45
40,050 93,345 110,373 17,028
4,494,551 4,607,445 4,625,635 18,190
150,016 132,580 108,391 24,189
50,787 50,017 48,706 1,311
318,916 301,950 322,523 (20,573)
311,444 319,819 319,575 244
220,555 211,694 208,541 3,153
252,000 270,000 293,144 (23,144)
6,126 6,126 48,515 (42,389)
25,000 10,000 8,782 1,218
1,334,844 1,302,186 1,358,177 (55,991)
949,327 963,499 931,842 31,657
208,947 200,287 195,455 4,832
524,387 552,760 578,317 (25,557)
86,866 85,112 87,388 (2,276)
1,769,527 1,801,658 1,793,002 8,656
942,515 838,468 815,579 22,889
942,515 838,468 815,579 22,889
298,854 304,137 304,127 10
175,872 165,306 172,512 (7,206)
474,726 469,443 476,639 (7,196)
4,521,612 4,411,755 4,443,397 (31,642)

(Continued)

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

Year Ended December 31, 2011

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers In
Transfers Out

TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

See the accompanying Independent Auditors' Report.

$

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)

(27,061) 195,690 182,238 (13,452)
165,457 168,398 166,398 (2,000)

(204,612) (204,612) (204,612) -
(39,155) (36,214) (38,214) (2,000)
(66,216) 159,476 144,024 (15,452)
406,912 263,967 360,277 96,310
340,696 $ 423,443 504,301 $ 80,858
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NOTE 1

CITY OF MANITOU SPRINGS, COLORADO

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION
December 31, 2011

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgets and Budgetary Accounting

Budgets are legally adopted for all funds of the City. A budget is not presented for the Manitou
Springs Park Authority, a component unit. Budgets for the governmental funds are adopted on a
basisconsistent with generally accepted accounting principles(GAAP). Budgetary comparisonsfor
the enterprise funds are presented on a non-GAAP budgetary basis. Capital outlay and long-term
debt principal are budgeted as expenditures and depreciation is not budgeted.

The City follows these procedures in establishing the budgetary data reflected in the financial
statements:

» Management submitsto City Council aproposed operating budget for thefiscal year commencing
the following January 1. The operating budget includes proposed expenditures and the means
of financing them.

» Public hearings are conducted to obtain taxpayer comments.

» Prior to December 31, the budget islegally enacted through passage of an ordinance.

» Management is authorized to transfer budgeted amounts between departments within any fund.
However, any revisions that alter the total expenditures of any fund must be approved by City
Council.

» All budget appropriations lapse at year end.

Legal Compliance

For the year ended December 31, 2011, the General and Water Fund expenditures exceeded the
budgeted amountsby $31,642 and $122,674, respectively. These may beviolationsof State statutes.
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COMBINING AND INDIVIDUAL FUND FINANCIAL STATEMENTSAND SCHEDULES



ASSETS
Cash and Investments
Grants Receivable
Taxes Receivable

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
LIABILITIES

Accounts Payable

Deferred Revenues

Interfund Payables

TOTAL LIABILITIES

FUND BALANCES
Restricted for Parks and Open Space
Restricted for Law Enforcement
Assigned to Capital Projects
Unrestricted, Unassigned

TOTAL FUND BALANCES

TOTAL LIABILITIES AND FUND BALANCES $

CITY OF MANITOU SPRINGS, COLORADO

COMBINING BALANCE SHEET

NONMAJOR GOVERNMENTAL FUNDS

December 31, 2011

SPECIAL REVENUE

EL PASO/
OPEN LAW CONSERVATION BECKERS
SPACE ENFORCEMENT TRUST PARK
$ 50,726 $ 19,712 $ 152,000 412,878
54,619 - : 179,698
$ 105,345 $ 19,712 $ 152,000 592,576
$ - s -8 . .
48,909 - - 179,678
48,909 - - 179,678
56,436 - 152,000 412,898
- 19,712 - -
56,436 19,712 152,000 412,898
105,345 $ 19,712 $ 152,000 592,576
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CAPITAL PROJECTS

DOWNTOWN RURAL
CAPITAL PUBLIC TRANSPORTATION
IMPROVEMENT FACILITIES AUTHORITY TOTALS
$ 377212 $ -8 - $ 1012528
15,236 48,748 10,274 74,258
33,297 20,123 - 287,737
$ 425745 68,871 $ 10274 $ 1,374,523
$ 19,106 $ 11698 $ -3 30,804
33,297 48,748 10,274 320,906
- 64,848 6,205 71,053
52,403 125,294 16,479 422,763
- - - 621,334
; ] - 19,712
373,342 - - 373,342
- (56,423) (6,205) (62,628)
373,342 (56,423) (6,205) 951,760

$ 425,745 $ 68871 $ 10,274 $ 1,374,523




CITY OF MANITOU SPRINGS, COLORADO

COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS

Year Ended December 31, 2011

SPECIAL REVENUE

EL PASO/
OPEN LAW CONSERVATION BECKERS
SPACE ENFORCEMENT TRUST PARK
REVENUES
Taxes $ 103,539 - $ - 182,834
Intergovernmental - - 46,079 -
Fines and Forfeitures - 21,055 - -
Investment Income 49 21 94 275
Miscellaneous 29,888 - - -
TOTAL REVENUES 133,476 21,076 46,173 183,109
EXPENDITURES
Current
General Government - - - -
Public Works - - - -
Culture and Recreation - - 11,936 82,812
Capital Outlay 3,432 29,161 - -
Debt Service
Principal 90,750 - - -
Interest and Fiscal Charges 32,948 - - -
TOTAL EXPENDITURES 127,130 29,161 11,936 82,812
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 6,346 (8,085) 34,237 100,297
OTHER FINANCING SOURCES (USES)
Transfers In - - - -
Transfers Out - (1,000) - (108,844)
TOTAL OTHER FINANCING SOURCES (USES) - (1,000) - (108,844)
NET CHANGE IN FUND BALANCES 6,346 (9,085) 34,237 (8,547)
FUND BALANCES, Beginning 50,090 28,797 117,763 421,445
FUND BALANCES, Ending $ 56,436 19,712 % 152,000 412,898

See the accompanying Independent Auditors' Report.
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$

CAPITAL PROJECTS

DOWNTOWN RURAL
CAPITAL PUBLIC TRANSPORTATION

IMPROVEMENT FACILITIES AUTHORITY TOTALS

33,878 $ 164,371 $ - % 484,622

269,847 102,285 270,388 688,599

- - - 21,055

193 - - 632

- 9,409 - 39,297

303,918 276,065 270,388 1,234,205

- 2,729 - 2,729

- - 276,593 276,593

- - - 94,748

369,951 50,527 - 453,071

57,078 100,000 - 247,828

8,811 63,148 - 104,907

435,840 216,404 276,593 1,179,876

(131,922) 59,661 (6,205) 54,329

204,612 - - 204,612

- - - (109,844)

204,612 - - 94,768

72,690 59,661 (6,205) 149,097

300,652 (116,084) - 802,663

373,342 $ (56,423) $ (6,205) $ 951,760




CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
OPEN SPACE FUND
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
REVENUES
Taxes
Sales $ 55545 $ 54966 $ 54793 $ (173)
Property 49,730 49,730 48,746 (984)
Investment Income 250 - 49 49
Miscellaneous - - 29,888 29,888
TOTAL REVENUES 105,525 104,696 133,476 28,780
EXPENDITURES
Capital Outlay 546,250 541,929 3,432 538,497
Debt Service
Principal 123,731 118,241 90,750 27,491
Interest 5,458 5,458 32,948 (27,490)
TOTAL EXPENDITURES 675,439 665,628 127,130 538,498
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (569,914) (560,932) 6,346 567,278
OTHER FINANCING SOURCES
Debt Proceeds 540,000 540,000 - (540,000)
NET CHANGE IN FUND BALANCE (29,914) (20,932) 6,346 27,278
FUND BALANCE, Beginning 44,965 44,965 50,090 5,125
FUND BALANCE, Ending $ 15,051 $ 24033 $ 56,436 $ 32,403

See the accompanying Independent Auditors' Report.
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REVENUES
Fines and Forfeitures
Investment Income
TOTAL REVENUES

EXPENDITURES
Capital Outlay

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers Out

NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
LAW ENFORCEMENT FUND
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)

$ 23000 $ 20,000 $ 21,055 $ 1,055
50 30 21 )
23,050 20,030 21,076 1,046
28,000 38,000 29,161 8,839
28,000 38,000 29,161 8,839
(4,950) (17,970) (8,085) 9,885

(1,000) (1,000) (1,000) -
(5,950) (18,970) (9,085) 9,885

29,373 28,797 28,797 -
$ 23423 $ 9,827 $ 19712 $ 9,885

See the accompanying Independent Auditors' Report.
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REVENUES
Intergovernmental
Investment Income

TOTAL REVENUES

EXPENDITURES
Culture and Recreation

TOTAL EXPENDITURES
NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
CONSERVATION TRUST FUND
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
$ 51,000 $ 45,000 46,079 1,079
175 175 94 (81)
51,175 45,175 46,173 998
66,000 37,564 11,936 25,628
66,000 37,564 11,936 25,628
(14,825) 7,611 34,237 26,626
102,799 117,762 117,763 1
$ 87,974 $ 125,373 152,000 26,627

See the accompanying Independent Auditors' Report.

38



REVENUES
Property Taxes
Intergovernmental
Investment Income
TOTAL REVENUES

EXPENDITURES
Culture and Recreation

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers Out

NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE

EL PASO/BECKERS PARK FUND

Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)

$ 184,236  $ 184,236  $ 182,834 $ (1,402)
42,515 42,515 -

575 575 275 (300)

227,326 227,326 183,109 (1,702)

89,449 89,449 82,812 6,637

89,449 89,449 82,812 6,637

137,877 137,877 100,297 (37,580)

(106,991) (106,991) (108,844) (1,853)

30,886 30,886 (8,547) (39,433)

424,206 421,804 421,445 (359)

$ 455092  $ 452,690 $ 412898 $ (39,792)

See the accompanying Independent Auditors'
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CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
CAPITAL IMPROVEMENT FUND
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
REVENUES
Property Taxes $ 34,145 $ 34,094 $ 33878 $ (216)
Intergovernmental - 139,572 269,847 130,275
Investment Income 200 200 193 (7)
TOTAL REVENUES 34,345 173,866 303,918 130,052
EXPENDITURES
Capital Outlay 789,051 465,668 369,951 95,717
Debt Service
Principal 171,461 111,486 57,078 54,408
Interest 536 8,811 8,811 -
TOTAL EXPENDITURES 961,048 585,965 435,840 150,125
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (926,703) (412,099) (131,922) 280,177
OTHER FINANCING SOURCES
Debt Proceeds 652,151 202,937 - (202,937)
Transfers In 204,612 204,612 204,612 -
TOTAL OTHER FINANCING SOURCES 856,763 407,549 204,612 (202,937)
NET CHANGE IN FUND BALANCE (69,940) (4,550) 72,690 77,240
FUND BALANCE, Beginning 179,022 179,022 300,652 121,630
FUND BALANCE, Ending $ 109,082 $ 174472  $ 373,342 $ 198,870

See the accompanying Independent Auditors' Report.

40



REVENUES
Sales Taxes
Intergovernmental
Miscellaneous

TOTAL REVENUES
EXPENDITURES
General Government
Capital Outlay
Debt Service
Principal
Interest and Fiscal Charges
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES
Transfers In

NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
DOWNTOWN PUBLIC FACILITIES FUND

Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)

$ 152,411 $ 164,898 $ 164371 $ (527)
- 91,947 102,285 10,338
- - 9,409 9,409
152,411 256,845 276,065 19,220
500 - 2,729 (2,729)
- 88,572 50,527 38,045

100,000 100,000 100,000 -

63,148 63,148 63,148 -
163,648 251,720 216,404 35,316
(11,237) 5,125 59,661 54,536
- 112,425 - (112,425)
(11,237) 117,550 59,661 (57,889)
(116,082) - (116,084) (116,084)
$ (127,319) $ 117,550 $ (56,423) $ (173,973)

See the accompanying Independent Auditors' Report.
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REVENUES
Intergovernmental

TOTAL REVENUES

EXPENDITURES
Public Works

TOTAL EXPENDITURES
NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning

FUND BALANCE, Ending

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
RURAL TRANSPORTATION AUTHORITY
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)

$ 259,738 $ 254813 $ 270,388 $ 15,575
259,738 254,813 270,388 15,575

227,506 393,533 276,593 116,940

227,506 393,533 276,593 116,940

32,232 (138,720) (6,205) 132,515

763,781 780,451 - (780,451)

$ 796,013 $ 641,731 $ (6,205) $ (647,936)

See the accompanying Independent Auditors' Report.
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VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
REVENUES
Charges for Services $ 234460 $ 234460 $ 237651 $ 3,191
Miscellaneous - 144 144 -
Investment Income 70 70 39 (31)
Capital Grants - 9,600 9,600 -
Debt Proceeds 40,000 40,000 - (40,000)
TOTAL REVENUES 274,530 284,274 247,434 (36,840)
EXPENDITURES
Operations and Maintenance 158,469 168,288 180,146 (11,858)
Capital Outlay 60,000 56,090 4,796 51,294
Debt Service
Principal 134,502 132,879 125,006 7,873
Interest 9,516 9,516 7,954 1,562
Transfers Out 8,000 8,000 8,000 -
TOTAL EXPENDITURES 370,487 374,773 325,902 48,871
CHANGE IN NET ASSETS, Budgetary Basis $ (95,957) $ (90,499) (78,468) $ 12,031
ADJUSTMENTS TO GAAP BASIS
Capital Outlay 4,796
Debt Principal 125,006
Depreciation (43,396)
CHANGE IN NET ASSETS, GAAP Basis 7,938
NET ASSETS, Beginning 1,304,880
NET ASSETS, Ending $ 1,312,818

CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE

STORM DRAINAGE FUND

Year Ended December 31, 2011

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
WATER FUND
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
REVENUES
Charges for Services $ 972,200 $ 998,564 993,462 $ (5,102)
Miscellaneous 400 400 529 129
Investment Income 1,250 1,250 1,056 (194)
Tap Fees 25,000 25,000 21,500 (3,500)
Capital Grants - 18,990 18,990 -
Debt Proceeds 127,200 127,000 - (127,000)
TOTAL REVENUES 1,126,050 1,171,204 1,035,537 (135,667)
EXPENDITURES
Operations and Maintenance 619,441 643,999 710,887 (66,888)
Capital Outlay 210,000 792,586 1,006,699 (214,113)
Debt Service
Principal 342,985 343,185 185,789 157,396
Interest 25,803 25,803 24,872 931
Transfers Out 84,121 85,202 85,202 -
TOTAL EXPENDITURES 1,282,350 1,890,775 2,013,449 (122,674)
CHANGE IN NET ASSETS, Budgetary Basis $ (156,300) $ (719,571) (977,912) $ (258,341)
ADJUSTMENTS TO GAAP BASIS
Debt Principal 185,789
Capital Outlay 1,006,699
Depreciation and Amortization (327,590)
CHANGE IN NET ASSETS, GAAP Basis (113,014)
NET ASSETS, Beginning 4,665,067
NET ASSETS, Ending 4,552,053

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

BUDGETARY COMPARISON SCHEDULE
SEWER FUND
Year Ended December 31, 2011

VARIANCE
ORIGINAL FINAL Positive
BUDGET BUDGET ACTUAL (Negative)
REVENUES
Charges for Services $ 779,459 $ 767,077 $ 757,204  $ (9,873)
Miscellaneous 17,000 17,000 2,865 (14,135)
Investment Income 1,700 800 210 (590)
Tap Fees - - 7,350 7,350
Capital Grants - 271,829 188,428 (83,401)
TOTAL REVENUES 798,159 1,056,706 956,057 (100,649)
EXPENDITURES
Operations and Maintenance 620,791 779,576 673,421 106,155
Capital Outlay 210,000 360,144 304,203 55,941
Debt Service
Principal - - 4,170 (4,170)
Interest 19,553 19,553 - 19,553
Transfers Out - - 39,507 (39,507)
TOTAL EXPENDITURES 850,344 1,159,273 1,021,301 137,972
CHANGE IN NET ASSETS, Budgetary Basis $ (52,185) $ (102,567) (65,244) $ 37,323
ADJUSTMENTS TO GAAP BASIS
Debt Principal 4,170
Capital Outlay 304,203
Depreciation (147,720)
CHANGE IN NET ASSETS, GAAP Basis 95,409
NET ASSETS, Beginning 2,500,691
NET ASSETS, Ending $ 2,596,100

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES
AGENCY FUND
Year Ended December 31, 2011

BALANCE BALANCE
12/31/10 ADDITIONS DEDUCTIONS 12/31/11
ASSETS
Cash and Investments $ 22217 % 150,264 $ 171,109 $ 1,372
Taxes Receivable 3,604 3,610 3,604 3,610
TOTAL ASSETS $ 25,821 $ 153,874 $ 174,713 3% 4,982
LIABILITIES
Accounts Payable $ 816 $ 183 $ 816 $ 183
Deferred Revenues 3,604 3,610 3,604 3,610
Due to Metropolitan District 21,401 150,081 170,293 1,189
TOTAL LIABILITIES $ 25821 % 153,874 $ 174,713  $ 4,982

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

BALANCE SHEET
COMPONENT UNIT
December 31, 2011

URBAN
RENEWAL
AUTHORITY
ASSETS
Cash and Investments $ 143,755
Taxes Receivable 89,148
TOTAL ASSETS $ 232,903
LIABILITIES AND FUND BALANCE
LIABILITIES
Deferred Revenues $ 46,004
TOTAL LIABILITIES 46,004
FUND BALANCE
Unrestricted, Unassigned 186,899
TOTAL FUND BALANCE 186,899
TOTAL LIABILITIES AND FUND BALANCE $ 232,903

See the accompanying Independent Auditors' Report.
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CITY OF MANITOU SPRINGS, COLORADO

STATEMENT OF REVENUES., EXPENDITURES
AND CHANGES IN FUND BALANCE
COMPONENT UNIT
Year Ended December 31, 2011

URBAN
RENEWAL
AUTHORITY
REVENUES
Sales Taxes $ 43,144
Property Taxes 41,607
Investment Income 693
TOTAL REVENUES 85,444
EXPENDITURES
Current
Redevelopment 7,117
TOTAL EXPENDITURES 7,117
NET CHANGE IN FUND BALANCE 78,327
FUND BALANCE, Beginning 108,572
FUND BALANCE, Ending $ 186,899

See the accompanying Independent Auditors' Report.
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COMPLIANCE SECTION



SINGLE AUDIT















CITY OF MANITOU SPRINGS, COLORADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Y ear Ended December 31, 2011

Summary of Auditors Results
Financial Statements
Type of auditors' report issued: unqualified

Internal control over financia reporting:
* Material weaknesses identified? X yes
» Significant deficiencies identified

that are not considered to be

material weaknesses? yes X

Noncompliance material to financial

statements noted? yes X

Federal Awards
Internal control over major programs:

» Material weaknesses identified? yes X

» Significant deficiencies identified
that are not considered to be

material weaknesses? yes X

Type of auditors' report issued on compliance for major programs: unqualified
Any audit findings disclosed that are

required to be reported in accordance

with Section 510(a) of OMB Circular A-133? X yes

Identification of major programs:

66.458 ARRA - Capitalization Grants for Clean Water State Revolving Funds
66.468 ARRA - Capitalization Grants for Drinking Water State Revolving Funds

Dollar threshold used to distinguish
between type A and type B programs. $300,000

Auditee qualified as low-risk auditee? yes X

(Continued)
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CITY OF MANITOU SPRINGS, COLORADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Y ear Ended December 31, 2011

Financial Statement Findings

2011-1 Financial Reporting

Criteria

Condition

Context

Effect

Cause

Recommendation

The City is responsible to implement internal controls designed to ensure that financial
information is accurate and complete.

Significant adjustmentsto the City’ s accounting records were necessary to accurately report
financial statements in accordance with generally accepted accounting principles.

Asaresult of our audit work, we proposed significant adjustments to the City’ s accounting
records. These adjustmentswererequired to properly report capital assets, accounts payable,
and grant revenues and receivables.

The risk of misstatementsin the City’s financial statements is significantly increased when
internal controls are inadequate and personnel lack the appropriate skills and knowledge.

Because of its small size, the City has limited staff performing the accounting functions. In
addition, because of personnel turnover and staff reductions, limited oversight of the
accounting process existed.

We recommend that the City strengthen its internal controls over financial reporting.
Supervisory reviews of thefinancia statements, journal entries, reconciliations, etc., should
be performed on a consistent, ongoing basis to detect and correct errorsin atimely manner.

Views of Responsible Officials and Planned Corrective Actions

See the accompanying Corrective Action Plan.

(Continued)
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CITY OF MANITOU SPRINGS, COLORADO

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Y ear Ended December 31, 2011

Federal Awards Findings and Questioned Costs

2011-2 Cash Management

U.S. Environmental Protection Agency

Passed through Colorado Water Resources and Power Development Authority
66.458 ARRA - Capitalization Grants for Clean Water State Revolving Funds
66.468 ARRA - Capitalization Grants for Drinking Water State Revolving Funds

Criteria

Condition

Questioned Costs

Context

Effect

Cause

Recommendation

In accordance with federal regulations, when entities are funded with federal awards on a
reimbursement basis, program costs must be paid with entity funds before reimbursement is
requested from the federal government.

The City received federal award reimbursements for two invoices before payment was made
to the vendor.

$172,421

The City utilizes a contract project manager that prepares reimbursement requests on behalf
of the City. Thereimbursement requests and the supporting vendor invoices are submitted to
City management for approval. City management approved and submitted the reimbursement
requests to the federal government. However, the vendor invoices were not processed for
payment.

The City received federal awards before vendor invoices were paid, in violation of federal
regulations.

The City hasincurred personnel turnover and staff reductionsthat have weakened the internal
controlsin place. Specifically, limited oversight and monitoring of the accounting processes
has increased the risk of errors.

We recommend that the City strengthen its internal controls over the accounting process.
Supervisory reviews should be performed on aconsistent, ongoing basisto detect and correct
errorsin atimely manner.

Views of Responsible Officials and Planned Corrective Actions

See the accompanying Corrective Action Plan.
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CITY OF MANITOU SPRINGS, COLORADO

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Y ear Ended December 31, 2011

2010-1 Financial Reporting

We proposed similar adjustmentsto the City’ sfinancial statements asaresult of our audit procedures. See2011-1.
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City of Manitou Springs, Colorado
Corrective Action Plan
For the Year ended December 31, 2011

2011-1 Financial Reporting

The City had hoped to have new modern accounting software by mid-2012 which will allow for greater
efficiencies within the accounting department allowing for more Supervisory reviews of the financial
statements, journal entries, reconciliations, etc. This accounting software will be incorporated in 2013.
Also, an additional employee will be added after the first quarter of 2013 allowing for greater separation
of duties.

2011-2 Cash Management

The City hired a contract project manager in order to insure that all federal regulations were followed.
Due to turnover in personnel, the City contact point with the contract project manager has changed. City
personnel will review all reimbursement requests to assure that all invoices have been paid.
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CITY OF MANITOU SPRINGS, COLORADO

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended December 31, 2011

Pass-Through

Entity Federal
Identifying CFDA
Federal Grantor/Pass-Through Grantor/Program Title Number Number Disbursements
U. S. Department of Transportation
Passed through Colorado Department of Transportation
Highway Planning and Construction 20.205 $ 52,349
Safety Belt Performance 20.609 8,955
Total U. S. Department of Transportation 61,304
U. S. Department of the Interior
Passed through Colorado Department of Natural Resources
Sport Fish Restoration Program 15.605 22,356
U. S. Department of Homeland Security
Assistance to Firefighters Grant 97.044 47,580
Passed through Colorado Department of Natural Resources
National Dam Safety Program 97.041 9,000
Total U. S. Department of Homeland Security 56,580
Institute of Museum and Library Services
Passed through the Colorado Department of Education
Grants to States 45.310 7,168
U. S. Environmental Protection Agency
Passed through Colorado Water Resources and Power Development Authority
ARRA - Capitalization Grants for Clean Water State Revolving Funds 2W97880801A 66.458 271,829
ARRA - Capitalization Grants for Drinking Water State Revolving Funds 2F97881401 66.468 833,426
Total U. S. Environmental Protection Agency 1,105,255
TOTAL FEDERAL FINANCIAL ASSISTANCE $ 1,252,663

See the accompanying Independent Auditors' Report.
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NOTE 1:

NOTE 2:

CITY OF MANITOU SPRINGS, COLORADO

NOTESTO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Y ear Ended December 31, 2011

BASISOF PRESENTATION

The accompanying schedule of expenditures of federal awardsis presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, using the accrual basis of accounting. Therefore, some amounts presented in this
schedule may differ from amounts presented in the financial statements.

SUBRECIPIENTS

For theyear ended December 31, 2011, the City provided federal awardsto subrecipientsasfollows:

45.310 Institute of Museum and Library Services $ 7,168
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The public report burden for this information collection is estimated to average 380 hours annually.

Financial Planning 02/01
Form # 350-050-36

LOCAL HIGHWAY FINANCE REPORT

City or County:
City of Manitou Springs

YEAR ENDING :
December 2011

This Information From The Records Of (example -
City of Manitou Springs

City of _ or County of |

Prepared By:
Phone:

Rebecca Davis
719-685-2548

I. DISPOSITION OF HIGHWAY-USER REVENUES AVAILABLE FOR LOCAL GOVERNMENT EXPENDITURE

ITEM

A.

Local
Motor-Fuel

B.

Local
Motor-Vehicle

C. Recelpts from D. Receipts from

Taxes

State Highway-

Federal Highway

Taxes

User Taxes

Administration

1. Total receipts available
2. Minus amount used for collection expenses
3. Minus amount used for nonhighway purposes
4. Minus amount used for mass transit
5. Remainder used for highway purposes
Il. RECEIPTS FOR ROAD AND STREET PURPOSES I1l. DISBURSEMENTS FOR ROAD
AND STREET PURPOSES
ITEM AMOUNT ITEM AMOUNT
A. Receipts from local sources: A. Local highway disbursements:
1. Local highway-user taxes 1. Capital outlay (from page 2) 421,458
a. Motor Fuel (from Item I.A.5.) 2. Maintenance: 183,816
b._Motor Vehicle (from Item I.B.5.) 3. Road and street services: I
c. Total (a.+b.) a. Traffic control operations 11,245
2. General fund appropriations 564,427 b. Snow and ice removal
3. Other local imposts (from page 2) 298,530 ¢. Other 95,463
4. Miscellaneous local receipts (from page 2) 360,086 d. Total (a.through c.) 106,708
5. Transfers from toll facilities 4. General administration & miscellaneous 19,500
6. Proceeds of sale of bonds and notes: 5. Highway law enforcement and safety 692,890
a. Bonds - Original Issues 6. Total (1 through5) 1,424,372
b. Bonds - Refunding Issues . Debt service on local obligations:
c. Notes 1. Bonds:
d. Total (a. +b. +c.) a. Interest
7. Total (1 through 6) 1,223,043 b. Redemption
B. Private Contributions c. Total (a. +b.) 0
C. Receipts from State government 2. Notes: I
(from page 2) 201,329 a. Interest
D. Receipts from Federal Government b. Redemption
(from page 2) 0 c. Total (a. +b.) 0
E. Total receipis (A7 + B+ C + D) 1424372 3. Total (I.C+2.C) 0
C. Payments to State for highways
D. Payments to toll facilities
E. Total disbursements (A.6+B.3+C+D) 1,424,372
IV. LOCAL HIGHWAY DEBT STATUS
(Show all entries at par)
Opening Debt Amount Issued Redemptions Closing Debt
A. Bonds (Total) 1,395,000 100,000 1,295,000
1. Bonds (Refunding Portion)
B. Notes (Total)
V. LOCAL ROAD AND STREET FUND BALANCE
A. Beginning Balance| B. Total Receipts |C. Total Disbursementy D. Ending Balance E. Reconciliation
0 1,424,372 1,424,372 0
Notes and Comments:

PREVIOUS EDITIONS OBSOLETE
1

FORM FHWA-536 (Rev. 1-05) (Next Page)
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LOCAL HIGHWAY FINANCE REPORT

STATE:
Colorado

YEAR ENDING (mmlyy):
December 2011

Il. RECEIPTS FOR ROAD AND STREET PURPOSES - DETAIL

ITEM

A.3. Other local imposts:

AMOUNT

ITEM

A.4. Miscellaneous local receipts:

| AMOUNT

c. Total ia. + b.i

(Carry forward to page 1)

a. Property Taxes and Assessments a. Interest on investments 30
b. Other local imposts: b. Traffic Fines & Penalities 41,226
1. Sales Taxes 164,371 c. Parking Garage Fees
2. Infrastructure & Impact Fees d. Parking Meter Fees
3. Liens e. Sale of Surplus Property
4. Licenses f. Charges for Services 48,442
5. Specific Ownership &/or Other 85,413 g. Other Misc. Receipts
6. Total (1. through 5.) 249,784 h. Other PPRTA Allocation 270,388
298,530 360,086

i. Total ia. throuih h.i

(Carry forward to page 1)

ITEM AMOUNT

ITEM

AMOUNT

C. Receipts from State Government

1. Highway-user taxes

D. Receipts from Federal Government

2. State general funds

151,634

1. FHWA (from Item I.D.5.)

2. Other Federal agencies:

Notes and Comments:

3. Other State funds: a. Forest Service
a. State bond proceeds b. FEMA
b. Project Match c. HUD
c. Motor Vehicle Registrations 17,961 d. Federal Transit Admin
d. Other (Specify) - CDOT grants 21,690 e. U.S. Corps of Engineers
e. Other (Specify)- Road & Bridge 10,044 f. Other Federal
f. Total (a. through e.) 49,695 . Total (a. through f.) 0
4. Total (1. +2.+3.f 201,329 | 3. Total (1. + 2.
(Carry forward to page 1)
I1l. DISBURSEMENTS FOR ROAD AND STREET PURPOSES - DETAIL
ON NATIONAL OFF NATIONAL
HIGHWAY HIGHWAY TOTAL
SYSTEM SYSTEM
a b c
A.l. Capital outlay:
a. Right-Of-Way Costs 0
b. Engineering Costs 50,527 50,527
¢. Construction:
(1). New Facilities 0
(2). Capacity Improvements 0
(3). System Preservation 370,931 370,931
(4). System Enhancement & Operation 0
(5). Total Construction (1) +(2) + (3) + (4) 0 370,931 370,931
d. Total Capital Outlay (Lines 1.a. + 1.b. + 1.c.5) 50,527 370,931 421,458

(Carry forward to page 1)

FORM FHWA-536 (Rev.1-05)

PREVIOUS EDITIONS OBSOLETE
2
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