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On the cover:

The third grade classes from Little Elementary School in Arvada were invited to
participate in a drawing contest in which they were asked to depict “what it
means to work, play, and live in Arvada.”

There were over forty entries, each of which displayed remarkable imagination
and talented artwork.

We extend our appreciation and gratitude to all of the children who participated,
and we congratulate the cover artist, Miss Brianna Makumbi, for her fine work of
art!
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crry of ARVADA

FINANCE DEPARTMENT
FACSIMILE: 720-898-7846 a TDD: 720-898-7869
PHONE: 720-898-7120

July 1, 2008

Citizens of the City of Arvada,
Honorable Mayor, Members of City Council and City Manager

The Comprehensive Annual Financial Report (CAFR) of the City of Arvada, Colorado, for the fiscal year ended

December 31, 2007, is hereby submitted. The report was prepared by the City's Finance Department. Responsibility for
both the accuracy and the completeness and fairness of the presentation, including all disclosures, rests with the City. To
the best of our knowledge and belief, the enclosed data is accurate in all material respects and is reported in a manner
designed to fairly present the financial position and changes in financial position of the City, on a Government-wide and
Fund basis. All disclosures necessary to enable the reader to gain an understanding of the City’s financial activities have
been included.

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

The City of Arvada’s financial statements have been audited by Swanhorst & Company LLC, a firm of licensed certified
public accountants. The goal of the independent audit was to provide reasonable assurance that the financial statements
of the City for the year ended December 31, 2007 are free of material misstatement. The independent audit involved
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements; assessing the
accounting principles used and significant estimates made by management; and evaluating the overall financial statement
presentation. The independent auditor concluded, based upon the audit, that there was a reasonable basis for rendering
an unqualified opinion that the City of Arvada’s financial statements for the year ended December 31, 2007 are fairly
presented in conformity with accounting principles generally accepted in the United States of America. The independent
auditors’ report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the City of Arvada was part of a broader, federally mandated “Single
Audit” designed to meet the special needs of federal grantor agencies. The standards governing the Single Audit
engagements require the independent auditor to report not only on the fair presentation of the financial statements, but
also on the audited government's internal controls and compliance with legal requirements, with special emphasis on the
administration of federal awards. Information related to this single audit, including the schedule of expenditures of federal
awards, findings and recommendations, and the auditor's reports on the internal control structure and compliance with
applicable laws and regulations, is included in a separate report.

Management’s Discussion & Analysis

Generally accepted accounting principles require that management provide a narrative introduction, overview, and analysis
to accompany the basic financial statements in the form of Management's Discussion and Analysis (“MD&A").
Management has designed this transmittal letter to coordinate with the MD&A. Users of this report should read this letter
and the MD&A. The MD&A begins on page 11, immediately following Swanhorst & Company LLC'’s independent audit
report.

P.O. BOx 8101 a 8101 RALSTON ROAD A ARVADA, COLORADO A 80001-8101
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Profile of the City

The City of Arvada, incorporated in 1904, is located northwest of Denver and within the Denver metropolitan area. The
major portion of the City is situated within Jefferson County, with a small portion in the east located in Adams County. The
population of the City is approximately 107,000. The City provides general government; police services; water; sewer;
storm water; golf; the Arvada Center for the Arts and Humanities; park maintenance and food service for the golf courses
and Arvada Center. An elected mayor and a Council comprised of six members govern the City.

The Arvada Urban Renewal Authority and Arvada Economic Development Association are two legally separate entities
which are reported separately within the City of Arvada’s financial statements. Additional information on these two legally
separate entities can be found in Note 1.A in the notes to the financial statements.

The City maintains budgetary controls, the objective of which is to ensure compliance with legal provisions embodied in the
annual appropriated budget approved by the City Council. Activities of all Funds (except the Trust and Agency Funds) are
included in the annual appropriated budget. The appropriations for all funds lapse at year-end, except for the Capital
Projects Funds, which are adopted on a project-length basis. The level of budgetary control (the level at which
expenditures cannot legally exceed the appropriated amount) is established at the fund level.

The Finance department maintains a financial management system which allows users to print reports that assist with
budgetary projections and control. By using these reports, necessary budget revisions and spending reductions can be
anticipated. The system will also alert the user when a transaction exceeds the appropriated budget.

Factors Affecting Financial Condition

In 2006 the City had its first tax increment district, the Arvada Urban Renewal Area (AURA), completely sunset after its
legal twenty-five years. Urban Renewal areas are created to permit tax increment financing to occur to generate economic
development. The City created one of the first urban renewal areas in the State of Colorado in 1981. In 2005 this area
generated over $10 million in city sales taxes that by 2007 was completely available for City use.

While this is substantial, it must be remembered that the reason the urban renewal area was created is because it is a
primary tool of economic development. The City conducts long-term financial forecasting, and without a long-term
economic development plan, the City will have to make significant service reductions.

The following graph compares the source of sales tax revenue for City uses. We analyze the total sales taxes generated
for City uses to ensure we are evaluating the true growth of sales taxes — not the different allocations of sales taxes.

Sales Tax Generation for City Uses
$45,000,000
$40,000,000
$35,000,000 —:|
$30,000,000 -
$25,000,000
$20,000,000 O Police Use
$15,000,000 ; ggr?e?a?ii e
$10,000,000

$5,000,000
$0 ,
2006 2007

As this graph illustrates, we had a total increase in generated sales taxes of 4.5% between 2006 and 2007. This was quite
healthy for our City.
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It is good that we had this growth in sales taxes because we began to see some softening in the building industry in 2007.
Our total number of residential permits decreased from 717 issued in 2006 to 207 in 2007. The valuation of combined
commercial and residential building permits was 32 percent lower in 2007 as compared to 2006. Of course, we were able
to see the correlations between building activity and building use tax and our building permit revenue. Due to the fact that
we are extremely conservative in our estimating of building permits, we actually were able to generate enough revenue to
meet our budget expectations.

In the other Funds we met or exceeded expectations. Our utilities (water, wastewater and storm water) all met
expectations on revenue. These funds also, however, saw a significant decrease in tap fees — connection to the water
system fees — due to the lower building activity. This will have an impact in the capital improvement spending over time.
Thus, it is not an immediate concern, but will be a concern, if the slow-growth economy continues. We will have to
increase user fees — rates — in order to maintain our capital outlay program.

Long-Term Financial Planning. The City uses a five-year planning model to help develop biennial budgets. Our practice
is to develop changes to the Budget in current years to ensure we will have positive fund balances by the end of planning
model. The long-term financial planning illustrates the City of Arvada must place an emphasis on retail growth. Over 46.8
percent of our general activity expenses are paid with sales taxes. When we combine this with use taxes, over 57 percent
of our revenue for general governmental activities is paid from this one type of revenue. In the State of Colorado, cities are
funded primarily by this very volatile revenue source. It also means that we must ensure our tax base is very focused on
ensuring a healthy retail sector.

In 2007, the City of Arvada embarked on a strategic focus to expand our retail base. We commissioned a study that
measured the amount our taxpayers spent outside our city limits and the types of goods they purchased outside our city
limits. This is referred to as “leakage.” We also measured where the City is “capturing” tax dollars from residents of other
cities. The results of this study illustrated to us that we are capturing tax dollars only at our grocery stores. In every other
area, Arvada residents are traveling to other cities to purchase goods. We are concerned this will be even further
amplified by the fact that a new major retailer, Wal-mart, will be opening a location just outside our border.

These two pieces of information provided the basis to budget more dollars in 2007 to spend on building our retail base. In
2007, we also completed geographic studies of several aged shopping centers and began to use this information with the
owners and developers of these areas to discuss public-private partnerships that would enhance these areas. We began
more outreach with owners and developers throughout the City in this effort. Finally, we began to have more dialogue with
our Economic Development Association to expand their role from one that focused on jobs to one that also included retalil
outreach. These efforts were all put into place in late 2007 and we have been working on major issues in 2008 to expand
our base.

We are seeing major issues related to the same pressures that every American is seeing. We began to see fossil fuel
costs increase by late 2006. These costs reverberate throughout all our budgets. Not only is the City experiencing fuel
cost increases, but the price of concrete and asphalt is increasing. And, just like every homeowner, our costs for heating
and cooling our buildings are also increasing due to the direct connection between fossil fuel costs and these needs.
While there may be a limit to the increases, we do not anticipate the prices will fall in any measurable way throughout this
decade.

Cash Management. To maximize investment yields, the City invests, on a pooled basis, all funds except for the
Community Development, Arvada Housing Authority, AURA Debt Service, Police Defined Contribution, City of Arvada
Retirement Fund and Arvada Economic Development Association. In 1990, the City adopted comprehensive investment
policies, designed to maximize safety, compliance, and performance ... in that order. City bank deposits are
collateralized by marketable securities held by a third-party custodian for the benefit of the City. All investments held by
the City, not including the Arvada Economic Development Association and AURA, are classified as being the lowest risk as
defined by the Governmental Accounting Standards Board.
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Risk Management. The Insurance Service Fund, created in 1983, administers the risk management and the insurance
and loss control programs for the City. Escalating insurance premiums led the City to self-fund worker's compensation up
to $350,000, with excess coverage from an outside underwriter up to $1,000,000 per claim. Property losses are self-
funded to $100,000 per claim and general liability and auto liability are subject to the Colorado Governmental Immunity Act
which caps recoveries at $150,000 per person and $600,000 per accident.

Independent Audit

Section 10.9 of the City Charter requires an annual independent audit. Swanhorst & Company LLC, a firm of independent
accountants, audited the financial statements for the year ended December 31, 2006. The independent auditors’ report is
included in the financial section of this report.

Reporting Achievements

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City for its CAFR for the fiscal year ended December 31, 2006.
In order to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized CAFR, whose contents conform to program standards. This report must satisfy both accounting principles
generally accepted in the United States of America and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has received a Certificate of Achievement for
the last nineteen consecutive years. We believe the 2007 CAFR continues to conform to the Certificate of Achievement
program requirements, and we are submitting it to GFOA to determine its eligibility for another certificate.

Acknowledgements

The preparation of the comprehensive annual financial report on a timely basis was made possible by the cooperation and
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Director of Finance
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om %’%g% Swanhorst & Company LLC
(&WM' &m b o,
Certified Public Accountants

Honorable Mayor and Members of the City Council
City of Arvada
Arvada, Colorado

INDEPENDENT AUDITORS’ REPORT

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of the City of Arvada, as
of and for the year ended December 31, 2007, which collectively comprise the basic financial statements of the City of Arvada,
as listed in the table of contents. These financial statements are the responsibility of the City of Arvada’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. Anauditalso includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial position
of the governmental activities, the business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Arvada, as of December 31, 2007, and the respective changes in
financial position and cash flows, where applicable, and the budgetary comparisons for the general and major special revenue
funds for the year then ended in conformity with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis is not arequired part of the basic financial statements but is supplementary information
required by the Governmental Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated June 16, 2008, on our consideration
of the City of Arvada’s internal contro! over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the City of
Arvada’s basic financial statements. The supplementary information listed in the table of contents is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

GWHsbiast Y Comitem LLL.

June 16, 2008

8400 E. Crescent Parkway » Suite 600 ¢ Greenwood Village, CO 80111 = (720) 528-4306 Fax: (720) 528-4307
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CITYOF ARVADA, coLORADO

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

This section of the City of Arvada’s Comprehensive Annual Financial Report provides readers with a
narrative overview and analysis of the City’s financial performance during the fiscal year that ended on
December 31, 2007. We encourage readers to consider the information presented here in conjunction
with the letter of transmittal at the front of this report, the City’s basic financial statements and notes to the
financial statements, to enhance their understanding of the activities and financial health of the City of
Arvada.

Overview of Financial Statements

This discussion and analysis is intended to serve as an introduction to the City’s basic financial
statements. The City’s basic financial statements consist of the following three components:

« Government-wide Financial Statements
« Fund Financial Statements
« Notes to the Financial Statements

Other supplementary information is also included at the end of the report.
Government-wide Financial Statements. The government-wide statements are designed to provide

readers with a broad overview of the City’s finances using the accrual basis of accounting, the basis of
accounting used by most private-sector businesses.

The statement of net assets presents information on all of the City’s assets and liabilities. The difference
between assets and liabilities are reported as net assets. Over time, increases and decreases in net
assets may provide an indication of whether the City’s financial position is improving or deteriorating.

The statement of activities presents information reflecting how the City’s net assets have changed during
the fiscal year just ended. All changes in net assets are reported as soon as the underlying activity
occurs. Thus, revenues and expenses are reported in these statements for some items that will only
result in cash flows in future periods (e.g. uncollected taxes and earned but unused vacation leave).

The government-wide financial statements distinguish functions of the City that are principally supported
by taxes and intergovernmental revenues (government 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 general government, public safety, public works, parks,
cultural and human service. The business-type activities of the City include water, wastewater and golf.

The government-wide financial statements also include both the Arvada Urban Renewal Association and
Arvada Economic Development Association as discretely presented component units of the City.

Fund Financial Statements. Traditional users of the City’s financial statements will find the fund
financial statement presentation more familiar. The focus is now on major funds rather than fund types.

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. A major fund should generally meet the both of the
following criteria: 1) total assets, liabilities, revenues, or expenditures/expenses are at least 10% of the
corresponding total (assets, liabilities or expenditures/expenses) for that fund type (i.e. governmental or
enterprise funds) and 2) total assets, liabilities, revenues, or expenditures/expenses of the individual
governmental or enterprise fund are at least 5% of the corresponding total for all governmental and
enterprise funds combined.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

The City, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All funds of the City can be divided into three
categories: governmental funds, proprietary funds and fiduciary funds.

Governmental Funds. Governmental funds are used to report those same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-
wide statements, the fund financial statements are prepared on the modified accrual basis. Under the
modified accrual basis of accounting, revenues are recognized when they become measurable and
available, and expenditures are recognized when the related fund liability is incurred, with the exception
of long-term debt and similar long-term items which are recorded when due. Therefore, the focus of the
governmental fund financial statements is on near-term inflows and outflows of spendable resources as
well as on the balance of spendable resources available at the end of the fiscal year.

Since the focus of the governmental funds is on near-term resources, it is useful to compare the
information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. To facilitate this comparison, reconciliations are
provided for both the governmental fund balance sheet and the governmental statements of revenues,
expenditures and changes in fund balances.

Information is presented separately in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures, and changes in fund balance for the General fund, Community
Development fund, Parks fund, General Capital Projects fund and the Construction fund. These five
funds are considered to be major funds. Data from the other governmental funds is combined into a
single aggregated presentation. Individual fund data for each of these non-major funds is provided in the
form of combining statements located within the supplementary information following the notes to the
financial statements.

The City adopts an annual appropriated budget for all of its governmental funds. A budgetary comparison
statement has been provided to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 26-28 of this report.

Proprietary Funds. The City maintains two different types of proprietary funds, enterprise and internal
service funds. The proprietary fund financial statements are prepared on the accrual basis of accounting.
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,
wastewater, stormwater, food service and golf operations. Internal service funds are accounting devices
used to accumulate and allocate costs internally among the City’s various functions. The City uses
internal service funds to account for dental benefits provided by the City, its risk management program, its
replacement of vehicles and information technology equipment, maintenance of vehicles and buildings
and its print shop operations. The activity in these funds is allocated between the governmental and
business-type activities based upon actual usage.

Proprietary funds provide the same type of information as the government-wide financial statements, only
in more detail. The Water, Wastewater, Stormwater and Golf Course enterprise funds are considered to
be major funds and are therefore presented separately within the proprietary fund financial statements.
The Food Services fund does not qualify as a major enterprise fund but is being presented as one. All
internal service funds are considered to be non-major funds and they are combined into a single,
aggregated column in the proprietary fund statements. Individual fund data for each of the non-major
proprietary funds is provided in the form of combining statements located within the supplementary
information following the notes to the financial statements.
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The basic proprietary fund financial statements can be found on pages 33-35 of this report.

Fiduciary Funds. The City maintains two different types of fiduciary funds, trust and agency funds. The
fiduciary fund financial statements are prepared on the accrual basis of accounting. The fiduciary funds
are used to account for resources held by the City in a trustee capacity or as an agent for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of these funds are not available to support the City’'s own programs.
The funds underlying each of the fiduciary fund types are combined into a single, aggregated column in
the fiduciary fund statements

The City does not adopt an annual appropriated budget for its fiduciary funds.
The basic fiduciary fund financial statements can be found on pages 36-37 of this report.

Notes to the Financial Statements. The notes to the basic financial statements are considered an

integral part of the financial statements since they provide additional information needed to gain a full
understanding of the data provided in both the government-wide and fund financial statements. The

notes to the financial statements can be found on pages 39-67 of this report.

Combining Statements. The combining statements referred to earlier in connection with the non-major
governmental funds, non-major enterprise funds, internal service funds and fiduciary funds are presented
following the required notes to the financial statements.

Infrastructure Assets. Historically, infrastructure assets (roads, bridges and capital improvements other
than buildings) have not been reported or depreciated in governmental financial statements.
Infrastructure represents a significant portion of the government’s assets. Similarly, the outflow of
resources expended by a government to maintain infrastructure also represents a sizeable portion of its
operations. GASB 34 requires that the infrastructure assets be valued and reported within the
governmental column of the government-wide statements.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position.
At the close of December 31, 2007, the City’s assets exceeded liabilities by $577,320,000. The following
summaries of net assets and changes in net assets are presented for the current year and the previous
year in comparison format.
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Statement of Net Assets

The following table reflects the condensed Statement of Net Assets:

City of Arvada
Statement of Net Assets
December 31, 2007
(in thousands)

Governmental Business-type Total Primary
Activities Activities Government
2007 2006 2007 2006 2007 2006
Current and other assets $125,380 $121,220 $91,475 $ 86,243 $216,855 $207,463
Capital assets 277,642 271,063 200,595 188,415 478,237 459,478
Other non-current assets 4,131 662 270 290 4,401 952
Total assets 407,153 392,945 292,340 274,948 699,493 667,893
Other liabilities 40,350 33,356 3,876 2,567 44,226 35,923
Long-term liabilities 53,031 63,191 24,916 28,951 77,947 92,142
Total liabilities 93,381 96,547 28,792 31,518 122,173 128,065
Net assets:
Invested in capital assets,
net of related debt 223,565 213,611 174,370 160,118 397,935 373,729
Restricted 15,735 29,974 100 - 15,835 29,974
Unrestricted 74,472 52,701 89,078 83,312 163,550 137,449
Total net assets $313,772 $296,286 $263,548 $243,430 $577,320 $539,716

For more detailed information, see the Statement of Net Assets on page 23 of this report.

By far the largest portion of the City’s net assets (70 percent) reflects its investment in capital assets (e.qg.
land, buildings, improvements, infrastructure and equipment), less any debt used to acquire those assets
that is still outstanding. The City of Arvada uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the City’s investment in
capital assets is reported net of related debt, it should be noted that the resources needed to repay this
debt must be provided from other sources since the capital assets themselves cannot be used to liquidate
these liabilities.

An additional portion of the City’s Governmental net assets (4 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted net
assets, $74,472,000, may be used to meet the City’s ongoing obligations to its citizens and creditors.

The City’s total net assets increased by $37,604,000 during the current fiscal year. This is due to an
increase in the governmental activities of $17,486,000 and an increase in the business-type activities of
$20,118,000. The increase is primarily due to expansion in capital assets of both the City’s streets and
utilities infrastructure, which are funded by dedicated revenues sources, contributed capital from
developers and increases in user fees.
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Changes in Net Assets

The following table reflects a condensed summary of activities and changes in net assets:

Revenues
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Sales and use taxes
Property & Ownership taxes
Other taxes and fees
Interest
Other
Total revenues
Expenses
General government
Public safety
Public works
Parks and recreation
Culture
Human service
Interest
Water
Wastewater
Stormwater
Golf
Food
Total expenses
Increase (decrease) in net assets
before transfers
Transfers
Increase in net assets
Net assets, beginning
Net assets, ending

City of Arvada
Statement of Net Assets
December 31, 2007
(in thousands)

Governmental Business-type Total Primary
Activities Activities Government

2007 2006 2007 2006 2007 2006
$ 18,461 $ 17,492 $ 32,740 $ 31,805 $ 51,201 $ 49,297
12,733 9,301 - - 12,733 9,301
6,960 4,596 10,563 10,658 17,523 15,254
50,051 42,426 - - 50,051 42,426
4,785 4,534 - - 4,785 4,534
4,668 4,692 - - 4,668 4,692
5,529 6,509 5,244 3,504 10,773 10,013
4871 1,449 411 6,965 5,282 8414
108,058 90,999 43,958 52,932 157,016 143,931
$ 26,142 22,946 - - 26,142 22,946
22,054 21,278 - - 22,054 21,278
17,357 14,843 - - 17,357 14,843
6,598 6,231 - - 6,598 6,231
9,155 9,352 - - 9,155 9,352
4,081 4,170 - - 4,081 4,170
2,361 2,469 - - 2,361 2,469
- - 17,137 16,288 17,137 16,288
- 7,633 6,931 7,633 6,931
- 1,152 1,322 1,152 1,322
- 3,877 3,580 3,877 3,580
- - 1,865 2,080 1,865 2,080
87,748 81,289 31,664 30,201 119412 111,490
20,310 9,822 17,294 22,731 37,604 32,441
(2,824) (2,694) 2,824 2,694 - -
17,436 7,016 20,118 25,425 37,604 32,441
296,286 289,270 243,430 218,005 539,716 507,275
$313,772 $296,286 $263,548 $243,430 $577,320 $539,716

For more detailed information, see the Statement of Activities on pages 24-25 of this report.

The above condensed summary of the City of Arvada’s governmental and business-type activities for the
year ended December 31, 2007 reflects net assets increasing $37,604,000. Revenues and expenses
graphs are presented below to enhance the reader’s understanding of the current year activities.
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Governmental Activities
Governmental Activities increased Arvada’'s Net Assets by $17,486,000

2007 Revenues by Source - Governmental Activities
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Business-type Activities
Business-type Activities increased Arvada’s Net Assets by $20,118,000.

2007 Revenues by Source - Business-type Activities
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Governmental activities. Governmental activities increased the City’s net assets by $17,496,000. Key
elements of this change are due to the following:

« The City received a complete year of the sales and property taxes generated in the expired Urban
Renewal Area, compared to half a year in 2006.
« Alarge payment of an outstanding receivable was received in the Community Development fund.

Business-type activities. Business-type activities increased the City’s net assets by $20,118,000. Key
elements of this increase are due to the following:

« Capital contributions from developers.

« The budgeting strategy for 2007 included measures so the revenues would exceed expenses in the
proprietary funds for future large capital needs.

« Increased interest revenues due to favorable rates.

Financial Analysis of the City’s Funds

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

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

At the end of December 31, 2007, the City’s governmental funds reported combined ending fund
balances of $73,794,000, an increase of $5,786,000 from the prior year. Approximately $57,789,000 (78
percent of that amount) constitutes unreserved fund balance, which is available for spending at the
government’s discretion. The remainder of fund balance is reserved to indicate that it is not available for
new spending because it has already been committed for prepaid expenses or inventory ($907,000), to
pay debt service ($637,000), to fund a state constitution mandated emergency reserve ($3,108,000) or for
other restricted purposes ($11,353,000).

The General Fund is the main operating fund of the City. At December 31, 2007, the unreserved fund
balance of the General Fund was $25,981,000 while the total fund balance was $28,604,000. The
General Fund balance of the City decreased $2,428,000. This was primarily due to transfers to the
Capital Projects fund for large one time capital projects and the Arvada Center fund for additional on-
going support.

The Community Development Fund is a major fund of the City. At December 31, 2007, the unreserved
fund balance of the Community Development Fund was $5,854,000, while the total fund balance was
$7,188,000. The fund balance increased $3,781,000 in 2007. This was primarily due to the repayment of
a large outstanding receivable, $3,467,000.

The Parks Fund is a new major fund of the City for 2007. At December 31, 2007, the unreserved fund
balance of the Parks Fund was $1,772,000, while the total fund balance was $2,049,000. The fund
balance decrease $560,000 in 2007. This was primarily due to funding some large one time capital
projects.

The Construction Fund is another major fund of the City. At December 31, 2007, the unreserved fund
balance was a negative $6,604,000. This was caused by the spending of the COP proceeds.
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Proprietary funds. The City’s proprietary funds provide the same type of information found in the
government-wide financial statements, but in more detail.

The unrestricted net asset balances and the growth in net assets of the City’s proprietary funds (including
the major enterprise funds) are reflected in the following table:

Table of Unrestricted Net Assets
Change in Net Assets - Proprietary Funds
(in thousands)

Change in

Unrestricted

Unrestricted Net Net Assets for

Assets at 12/31/07 Year ended 12/31/06
Major Enterprise Funds

Water $ 68,476 $ 63,284
Wastewater 8,892 8,602
Stormwater 9,747 7,828
Golf (1,175) (1,157)
Food 958 1,038
Total of major enterprise funds 86,898 79,595
Internal service funds 20,375 10,105
Total proprietary funds $107,273 $ 89,700

Component units. The Arvada Economic Development Association (AEDA) was established to
encourage all forms of economic development. Funding for AEDA consists of compensation from the
City for services it renders the City and its citizens. The statement of net assets reflects a $422,000
unrestricted net asset balance.

The unrestricted assets of AEDA amounted to $422,000. The total change in net assets for AURA and
AEDA was an increase $19,000.
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Budgetary Highlights

General Fund. The increase from the original budgeted expenditures to the final budget amounted to
$3,449,000 and can be summarized as follows:

Increased the transfer to the Arvada Center fund $475,000 for additional operational support.
Added $1,750,000 for one-time street repair projects

Added $220,000 for the increase in a developer sales tax incentive.

Added $620,000 for an accounting change of developer sales tax incentive.

Other appropriations of $384,000 for various projects and grants.

There were no significant variances between the final amended budget and the actual results.
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, 2007 amounted to $478,237,000 (net of accumulated depreciation). This investment
in capital assets includes land, water rights, buildings and improvements, equipment and infrastructure.

City of Arvada
Capital Assets (net of depreciation)
as of December 31, 2007
(in thousands)

Governmental Business-type Total Primary

Activities Activities Government
Land and water rights $ 49,026 $ 29,095 $ 78,121
Infrastructure 142,022 356 142,378
Construction in progress 35,424 14,978 50,402
Buildings 28,224 8,540 36,764
Improvements other than buildings 15,998 146,592 162,590
Equipment 4,700 561 5,261
Vehicles 2,248 473 2,721
Total capital assets $ 277,642 $ 200,595 $ 478,237

Major capital improvements during this fiscal year include the following:

Governmental Activities

« Completion of the Kipling Street Improvements

« Completion of Sunrise Ridge Park

« Completion of another phase of Churches Ranch Park
« Completion of a fence along Van Bibber

Proprietary Activities

o Completion of Arvada Blunn Reservoir enlargement project

o Purchase and improvement of Hayes Lake

« Replacement of 1,500 linear feet of drainage pipe

o Completion of the replacement of Westwoods Golf Course Pump

20



CITYOF ARVADA, coLORADO

MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2007

Additional information of the City’s capital assets can be found in Note 3.B on pages 53-54 of this report.

Long-term debt. Atthe end of December 31, 2007, the City had total debt outstanding of $81,201,000.
Of this amount, $60,820,000 represents bonds secured by specified revenue sources (i.e. revenue
bonds). The remaining $20,381,000 represents capital leases, including $17,070,000 of Certificates of
Participation. In summer, 2007, the City entered into a 5-year lease agreement for $481,315 for the
replacement of the golf carts at Lake Arbor and West Woods Golf Courses.

City of Arvada
Outstanding Debt
as of December 31, 2007
(in thousands)

Governmental Business-type Total Primary

Activities Activities Government
Revenue bonds $36,790 $24,030 $60,820
Capital leases 17,916 2,465 20,381
Total outstanding debt $54,706 $26,495 $81,201

Additional information on the City’s long-term obligations can be found in Note 3.E on pages 56-62 of this
report.

Financial Contact

The City’s financial statements are designed to provide users (citizens, taxpayers, customers, investors
and creditors) with a general overview of the City’s finances and to demonstrate the City’s accountability.
Questions concerning any of the information presented in this report or requests for additional information
should be sent of the City’s Finance Director at the following address:

City of Arvada

Attention: Finance Director
P.O. Box 8101

Arvada, CO 80001
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CITYOF ARVADA, coLORADO

ASSETS
Cash and investments
Restricted cash
Cash with fiscal agent
Taxes receivable
Accounts receivable, net of
allowance for uncollectibles
Special assessments receivable
Notes receivable
Accrued interest
Internal balances
Inventories
Prepaid costs
Notes Receivable — non-current
Unamortized bond issuance costs
Property available for sale
Capital assets
Land, water rights and construction
in progress
Other capital assets, net
Total capital assets
Total assets
LIABILITIES
Accounts & contracts payable
Escrows payable
Matured bonds and interest payable
Unearned revenue
Long-term liabilities
Due within one year:
Bonds and notes payable
Claims payable
Capital leases
Compensated absences
Due in more than one year:
Bonds and notes payable
Capital leases
Compensated absences
Total liabilities
NET ASSETS
Invested in capital assets, net
of related debt
Restricted for:
Debt Service
Emergencies
Letter of Credit
Conservation Trust
CDBG
Law Enforcement
Unrestricted
TOTAL NET ASSETS

December 31, 2007
(in thousands)

Primary Government

STATEMENT OF NET ASSETS

Govern- Business-
mental type Component Units
Activities Activities Total AURA AEDA
$ 110,188 $ 84,681 $ 194,869 $ 4,573 $ 445
1,352 100 1,452 - -
- 73 73 - -
10,092 - 10,092 2,593 -
3,210 2,103 5,313 - 7
170 - 170 - -
862 - 862 - -
1,192 1,083 2,275 - -
(2,895) 2,895 - - -
574 378 952 - -
635 162 797 6 5
3,502 - 3,502 - -
629 270 899 - -
- - - 5,730 -
84,450 44,073 128,523 -
193,192 156,522 349,714 6 -
277,642 200,595 478,237 6 -
407,153 292,340 699,493 12,908 457
8,329 1,357 9,686 504 35
4,438 - 4,438 - -
- 194 194 - -
20,847 166 21,013 2,516 -
2,710 1,415 4,125 2,843 -
1,335 - 1,335 - -
828 456 1,284 - -
1,863 288 2,151 5 -
34,080 22,615 56,695 5,565 -
17,088 2,009 19,097 - -
1,863 292 2,155 5 -
93,381 28,792 122,173 11,438 35
223,565 174,370 397,935 6 -
637 100 737 - -
3,108 - 3,108 - -
35 - 35
2,488 - 2,488 - -
1,317 - 1,317 - -
8,150 - 8,150 - -
74,472 89,078 163,550 1,464 422
$313,772 $263,548 $577,320 $1.470 $ 422

The accompanying notes are an integral part of these financial statements.
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FUNCTIONS/PROGRAM ACTIVITIES:
Primary Government:
Governmental activities:

General government

Public safety

Public works

Parks and recreation

Culture

Human services

Interest

Total governmental activities

Business-type activities:
Water
Wastewater
Stormwater
Golf
Food
Total business-type activities

Total primary government

Component Units:
AURA
AEDA

Total component units

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

STATEMENT OF ACTIVITIES
Year Ended December 31, 2007
(in thousands)

Program Revenues

Operating Capital
Grants Grants
Charges and And
for Contri- Contri-
Expenses Services butions butions Total

$ 26,142 $ 10,193 - $ 2,166 $ 12,359
22,054 1,301 836 - 2,137
17,357 2,006 - 3,313 5,319
6,598 866 3,021 1,481 5,368
9,155 3,819 1,270 - 5,089
4,081 276 7,606 - 7,882
2,361 - - - -
87,748 18,461 12,733 6,960 38,154
17,137 15,881 - 6,716 22,597
7,633 7,692 - 2,101 9,793
1,152 3,368 - 1,746 5,114
3,877 4,017 - 4,017
1,865 1,782 - - 1,782
31,664 32,740 - 10,563 43,303
119,412 1,201 12,7 17,52 1,457
$ 5,100 $ 414 - $ - $ 414
621 - - - -
$ 4962 $ 414 - $ - $ 414
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General Revenues

Taxes:
Property and Ownership
Sales and use
Transportation tax

Investment earnings

Miscellaneous

Transfers in (out)

Total

Change in net assets

Net assets (deficit), January 1

Net assets (deficit), December 31

CITYOF ARVADA, coLORADO

Net (Expense) Revenue

and

Changes in Net Assets

Primary Government - City of Arvada

Govern- Business- Component Component

mental Type Unit Unit

Activities Activities Total AURA AEDA
$(13,783) $ - $(13,783) $ - $ -
(19,917) - (19,917) - -
(12,038) - (12,038) - -
(1,230) - (1,230) - -
(4,066) - (4,066) - -
3,801 - 3,801 - -
(2,361) - (2,361) - -
(49,594) - (49,594) - -
- 5,460 5,460 - -
- 2,160 2,160 - -
- 3,962 3,962 - -

- 140 140

- - (83) (83) - -
- 11,639 11,639 - -
(49,594) 11,639 (37,955) - -
$ - $ - $ - $ (4,686) $ -
- - - - 621
$ - s - s - $(4686) 3 -
$ 4,785 $ - $ 4,785 $ 2,215 $ -
50,051 - 50,051 503 -
4,668 - 4,668 - -
5,529 5,244 10,773 256 6
4,871 411 5,282 - 634
(2,824) 2,824 - - -
67,080 8,479 75,559 2,974 640
17,486 20,118 37,604 (1,712) 19
296,286 243,430 539,716 3,182 403
$313,772 $263,548 $577,320 $ 1470 $ 422
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ASSETS

Cash and investments

Restricted Cash

Taxes receivable

Accounts receivable, net of Allowance for

uncollectibles

Special assessments receivable

Notes receivable

Accrued interest

Due from Other funds

Advance to Golf Course fund

Inventories

Prepaid costs

Non-current notes receivable
Total assets

LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable
Escrows payable
Due to other funds
Deferred revenue
Total liabilities

FUND BALANCES
Reserved for:
Inventories
Prepaid costs
Conservation Trust
Law enforcement programs
Letter of Credit
Community Development
Emergencies
Total reserved

Unreserved:

Designated reported in:

General fund - future commitments
Undesignated reported in:

General fund

Special revenue funds

Debt Service funds

Capital projects funds

Total unreserved

Total fund balances

Total liabilities and fund balances

CITYOF ARVADA, coLORADO

GOVERNMENTAL FUNDS
BALANCE SHEET
December 31, 2007

(in thousands)

Primary Government

General Other Total
Community Capital Govern- Govern-
General Develop- Projects  Construction mental mental
Fund ment Fund Parks Fund Fund Funds Funds
$ 27031 $ 5829 $ 5498 % 24245  $ 5814 $ 19,754  $ 88,171
- 1,317 - - - 35 1,352
10,059 - - 33 - 10,092
35 216 1,318 920 - 703 3,192
- - - 170 - 170
- 846 - 16 - 862
687 - - 238 7 5 937
50 - - - - 50
987 - - - - 987
268 - 14 - - 14 296
372 - 40 - - 199 611
- 3,502 - - - 3,502
39,489 11,710 6,870 25,622 5,821 20,710 110,222
5,967 36 385 454 - 749 7,591
- 2 4,425 - 11 4,438
- - - - - 50 50
4,918 4,484 11 1,761 12,305 870 24,349
10,885 4,522 4,821 2,215 12,305 1,680 36,428
268 - 14 - - 14 296
372 - 40 - - 199 611
- - - - - 2,488 2,488
- - - - - 8,150 8,150
- - - - - 35 35
- 1,317 - - - 1,317
1,983 17 223 237 120 528 3,108
2,623 1,334 277 237 120 11,414 16,005
812 - - - - 812
25,169 - - - - - 25,169
- 5,854 1,772 - - 6,979 14,605
- - - - - 637 637
- - - 23,170 (6,604) - 16,566
25,981 5,854 1,772 23,170 (6,604) 7,616 57,789
28,604 7,188 2,049 23,407 (6,484) 19,030 73,794
$ 39489 $ 11710 $ 6870 § 25622 $ 5821 $ 20710 § 110222

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

RECONCILIATION OF THE BALANCE SHEET OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF NET ASSETS
December 31, 2007
(in thousands)

Amounts reported for governmental activities in the statement of net assets
(page 23) are different because:

Total fund balances - governmental funds (page 26) $73,794

Capital assets net of accumulated depreciation used in governmental
activities are not current financial resources. Therefore, they are not
reported in the fund financial statement. 277,642

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

certain activities to individual funds. A portion of the assets and liabilities

of internal service funds are included in the governmental activities in the

statement of net assets. 16,637

Long term assets are not available to pay current year expenditures and
therefore are deferred in the fund
Notes Receivable — non-current 3,502

Long-term liabilities and related items are not due and payable in the current
period and accordingly are not reported in the fund financial statements.
Balances at December 31, 2007 are:

Bonds payable (36,790)
Obligation under capital leases (17,916)
Compensated absences (3,726)
Unamortized bond issuance costs 629
Subtotal (57,793)
Net assets of governmental activities (page 23) $313,772

The accompanying notes are an integral part of these financial statements.
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STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

REVENUES

Property and Ownership Taxes

Sales and use taxes
Franchise fees
Licenses & permits
Intergovernmental
Charges for services
Recovered costs
Fines & Forfeitures
Interest
Dedications
Administrative Services
Memberships & donations
Miscellaneous

Total Revenues

EXPENDITURES
Current expenditures:
General government
Public Safety
Public Works
Parks and recreation
Culture
Human Services
Debt Service

Principal

Interest
Capital Outlay

Total Expenditures

EXCESS (DEFICIENCY) OF REVENUES

OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Sale of assets
Transfers in
Transfers out

Total other financing sources (uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, BEGINNING

FUND BALANCES, ENDING

CITYOF ARVADA, coLORADO

GOVERNMENTAL FUNDS

Year Ended December 31, 2007

(in thousands)

Primary Government

General Other Total
Community Capital Govern- Govern-
General Develop- Projects  Construction mental mental
Fund ment Fund Parks Fund Fund Funds Funds
$ 4785  $ $ -3 $ -8 $ 4,785
39,157 - - 10,894 50,051
4,003 - - 4,003
2,246 48 - 2,294
4,701 282 3,021 1,477 - 5,494 14,975
546 - - 3,597 4,143
475 772 1,564 - 2,811
1,225 - - - 1,225
1,324 228 240 1,246 3 1,187 4,228
- - 1,105 1,105
5,144 - - 5,144
- - - 317 317
57 3,744 46 - - 326 4,173
63,663 4,254 4,127 4,287 3 22,920 99,254
17,466 2 17,468
17,628 - - 4,952 22,580
17,792 - - - - 17,792
- 5,849 - - - 5,849
- - - 8,833 8,833
- 500 - - 3,752 4,252
R - - 3,345 3,345
- - - 2,361 2,361
392 330 7,874 - 106 8,702
53,278 500 6,179 7,874 - 23,351 91,182
$ 10385 $ 3754 $  (2052) $ (3587) $ 3 3 431) $ 8,072
- - 724 - 724
- 62 2,732 8,199 - 5,569 16,562
(12,813) (35) (1,240) - (3,991) (1,493) (19,572)
(12,813) 27 1,492 8,199 (3,267) 4,076 (2,286)
(2,428) 3,781 (560) 4,612 (3,264) 3,645 5,786
31,032 3,407 2,609 18,795 (3,220) 15,385 68,008
$ 28604 $ 7188 $§ 2049 $§ 23407 $ (6,484) $ 19,030 $ 73,794

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, 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, 2007
(in thousands)

Net change in fund balances - total government funds (page 28) $ 5,786

Governmental funds report capital outlays as expenditures. However in
the statement of activities, the cost of those assets is allocated over their
useful lives and reported as depreciation expense. This is the amount
by which depreciation exceeded capital outlays in the current period.

Capital outlay 6,601
Depreciation expense (9,216)
Excess of depreciation expense over capital outlay (2,615)

Debt proceeds provide current financial resources to governmental funds,
but issuing debt increases long-term liabilities in the statement of net
assets. Repayment of debt principal is an expenditure in the governmental
funds, but repayment reduces long-term liabilities in the statement of net
assets. Issuing debt increases long-term liabilities and does not affect the
statement of activities.
Repayment of principal 3,345

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the governmental funds.

Developer contributed capital 3,313
Notes Receivable 3,502
6,815
Internal service funds are used by management to charge the costs of certain
activities, such as risk management, vehicle replacement and maintenance,
information technology replacement and the print shop services. A portion
of the revenue (expense) of certain internal service funds is reported with
governmental activities. 4,519
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.
Amortization of Bond issuance costs (33)
Compensated absences (331)
364
Change in net assets of governmental activities (page 25) $ 17,486

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

GENERAL FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE — BUDGET AND ACTUAL
Year Ended December 31, 2007
(in thousands)

Variance
With Final
Budgeted Amounts Budget
Actual Positive
Original Final Amounts (Negative)
REVENUES
Property and ownership taxes $ 4,749 $ 4,749 $ 4,785 $ 36
Sales and use taxes 36,746 37,841 39,157 1,316
Franchise fees 4,023 4,023 4,003 (20)
Licenses and permits 1,761 1,761 2,246 485
Intergovernmental 4,063 4,195 4,701 506
Charges for services 324 324 546 222
Recovered costs 162 168 475 307
Fines and forfeitures 1,248 1,248 1,225 (23)
Interest 400 400 1,324 924
Administrative services 5,109 5,141 5,144 3
Miscellaneous 588 88 57 (31)
Total revenues 59,173 59,938 63,663 3,725
EXPENDITURES
Current expenditures:
Fund administration 3,462 4,162 3,931 231
Legislative 394 429 389 40
Judicial 840 850 767 83
Management 2,669 2,678 2,452 226
Legal 1,227 1,206 1,144 62
Finance 2,605 2,581 2,458 123
Human resources 1,243 1,234 1,192 42
Public safety 18,202 18,273 17,628 645
Public works 16,281 18,168 17,792 376
Planning 2,236 2,356 2,109 247
Information technology 2,911 2,952 2,838 114
Enterprise services 190 190 186 4
Total current expenditures 52,260 55,079 52,886 2,193
Capital outlay 463 432 392 40
Total expenditures 52,723 55,511 53,278 2,233
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES 6,450 4,427 10,385 5,958
OTHER FINANCING SOURCES (USES)
Transfers out (12,527) (13,188) (12,813) 375
Total other financing (uses) (12,527) (13,188) (12,813) 375
NET CHANGE IN FUND BALANCE (6,077) (8,761) (2,428) 6,333
FUND BALANCE, BEGINNING 31,032 31,032 31,032 -
FUND BALANCE, ENDING $ 24,955 $ 22271 $ 28,604 $ 6,333

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

COMMUNITY DEVELOPMENT FUND
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE — BUDGET AND ACTUAL

Year Ended December 31, 2007

REVENUES
Intergovernmental
Interest
Miscellaneous

Total revenues

EXPENDITURES

Current expenditures:
Program costs
Capital outlay

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out
Total other financing sources

NET CHANGE IN FUND BALANCE
FUND BALANCE, BEGINNING
FUND BALANCE, ENDING

(in thousands)

Variance
With Final
Budgeted Amounts Budget

Actual Positive

Original Final Amount (Negative)
$ 638 $ 638 $ 282 $ (356)
20 20 228 208

111 111 3,744 3,633

769 769 4,254 3,485
1,113 1,130 500 630

1 1 - 1

1,114 1,131 500 631
(345) (362) 3,754 4,116

62 62 62 -

(147) (147) (35) 112

(85) (85) 27 112

(430) (447) 3,781 4,228
3,407 3,407 3,407 -

$ 2977 $ 20960 $ 7,188 $ 4,228

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

PARKS FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE — BUDGET AND ACTUAL

REVENUES

Licenses and permits

Intergovernmental revenues
Jefferson County-Open Space
Federal Grant

Recovered costs

Interest

Miscellaneous

Total revenues
EXPENDITURES
Current expenditures:
Park maintenance
Park design
Total current expenditures
Capital Outlay

Total expenditures

DEFICIENCY OF REVENUES
UNDER EXPENDITURES

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total other financing sources

NET CHANGE IN FUND BALANCE

FUND BALANCE, BEGINNING

FUND BALANCE, ENDING

Year Ended December 31, 2007

(in thousands)

Variance
With Final
Budgeted Amounts Budget
Actual Positive
Original Final Amounts (Negative)
$ 37 $ 37 $ 48 $ 11
2,928 2,928 3,011 83
- 10 10 -
790 790 772 (18)
85 85 240 155
32 32 46 14
3,872 3,882 4,127 245
5,426 5,185 5,069 116
806 755 780 (25)
6,232 5,940 5,849 91
330 330 330 -
6,562 6,270 6,179 91
(2,690) (2,388) (2,052) 336
2,732 2,732 2,732 -
(740) (1,240) (1,240) -
1,992 1,492 1,492 -
(698) (896) (560) 336
2,609 2,609 2,609 -
$ 1911 $ 1,713 $ 2,049 $ 336

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

PROPRIETARY FUNDS
STATEMENT OF NET ASSETS
December 31, 2007

(in thousands) Govern-
mental
Business-Type Activities Activities
Total
Storm- Business Internal
Water Waste-water water Golf Type Service
Fund fund Fund Course Food Service Activities Funds
ASSETS
CURRENT ASSETS
Cash and investments $ 65,727  $ 8625 $ 9320 $ 5 % 1,004 $ 84,681 $ 22,017
Restricted cash & investments - - - 100 - 100 -
Cash with fiscal agent 73 - - - - 73 -
Accounts receivable, net of 1,045 487 370 26 175 2,103 18
allowance for uncollectibles
Accrued interest 860 97 113 - 13 1,083 255
Inventories 250 - - 91 37 378 278
Prepaid costs 56 9 - 94 3 162 24
Total current assets 68,011 9,218 9,803 316 1,232 88,580 22,592
NONCURRENT ASSETS
Deferred charges 270 - - - - 270
Land, water rights & construction in 26,292 5 13,424 4,230 122 44,073
progress
Property & equipment, net of 106,169 33,422 11,886 4,034 1,011 156,522 5,874
accumulated depreciation
Total assets 200,742 42,645 35,113 8,580 2,365 289,445 28,466
LIABILITIES
CURRENT LIABILITIES
Accounts payable 735 172 31 152 156 1,246 738
Matured bonds & interest payable 73 - - - - 73
Accrued interest 72 - - 49 - 121
Contracts payable - 111 - - - 111 -
Accrued compensated absences 178 21 12 55 22 288 72
Serial bonds payable 1,415 - - - - 1,415 -
Claims payable - - - - - - 1,335
Capital lease payable - - - 456 - 456 75
Deferred revenue - - - 93 73 166 -
Total current liabilities 2,473 304 43 805 251 3,876 2,220
NONCURRENT LIABILITIES -
Serial bonds payable 22,615 - - - - 22,615
Advance General Fund - - - 987 - 987
Accrued compensated absences 179 22 13 55 23 292 72
Capital lease payable - - - 2,009 - 2,009 761
Total non-current liabilities 22,794 22 13 3,051 23 25,903 833
Total liabilities 25,267 326 56 3,856 274 29,779 3,053
NET ASSETS
Invested in capital assets, net of 108,701 33,427 25,310 5,799 1,133 174,370 5,038
related debt
Restricted for debt - - - 100 - 100 -
Unrestricted 66,774 8,892 9,747 (1,175) 958 85,196 20,375
Total net assets $ 175475 $ 42319 $ 35057 $ 4724 $ 2,091 $ 259,666 $ 25,413
Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds 3,882
Change in net assets of business-type activities (page 23) 263,548

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES, AND CHANGES

IN FUND NET ASSETS
Year Ended December 31, 2007
(in thousands)

Govern-
mental
Business-Type Activities Activities
Total
Storm- Business Internal
Water Waste-water water Golf Type Service
Fund fund Fund Course Food Service Activities Funds
REVENUES
Sales $ 15459 $ -3 -3 138 $ 1782 $ 18,626 $ -
Licenses/permits & fees 20 - - 20 -
Service charges & fees 422 7,672 2,915 2,632 - 13,641 10,081
Recovered costs 453 - - 453 706
Contributions 540
Miscellaneous - - - - - - 36
Total revenues 15,881 7,692 3,368 4,017 1,782 32,740 11,363
EXPENSES
Operating & maintenance 12,361 6,781 909 3,635 1,721 25,407 -
Administration 1,109 62 - 135 1,306 2,367
Claims paid 484
Professional service fees 35
Insurance premiums 803
Uninsured damages & claims 558
Repair & maintenance 2,219
Amortization 20 20 -
Depreciation 2,923 936 194 194 53 4,300 1,429
Total expenses 16,413 7,717 1,165 3,829 1,909 31,033 7,895
OPERATING INCOME (LOSS) (532) (25) 2,203 188 (127) 1,707 3,468
NON-OPERATING REVENUES
(EXPENSES)
Interest income 4,131 520 528 - 65 5,244 1,265
Other revenue 508 12 11 29 560
Gain (loss) on sale of assets (307) (70) - 228 - (149) 55
Interest expense (959) (127) - (1,086) -
Total non-operating revenues 3,373 450 540 112 94 4,569 1,320
(expenses)
INCOME (LOSS) BEFORE 2,841 425 2,743 300 (33) 6,276 4,788
CONTRIBUTIONS AND
TRANSFERS
CAPITAL CONTRIBUTIONS 6,716 2,101 1,746 - - 10,563
TRANSFERS IN 215 58 3,545 195 22 4,035 269
TRANSFERS OUT (11) (205) (992) (©)) - (1,211) (83)
CHANGE IN NET ASSETS 9,761 2,379 7,042 492 (11) 19,663 4,974
NET ASSETS, BEGINNING 165,714 39,940 28,015 4,232 2,102 20,439
NET ASSETS, ENDING $ 175475 $ 42319 $§ 35057 $ 4724 $ 2,091 $ 25413
Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds 455
Change in net assets of business-type activities (page 25) $ 20118

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

Cash flows from operating activities
Cash received from external customers
Cash received from internal customers
Cash payments to external suppliers
Cash payments to internal suppliers
Cash payments to employees for services

Net cash provided (used ) by operating activities
Cash flows from non-capital financing activities
Transfers to other funds
Transfers from other funds

Net cash provided (used ) by non-capital financing activities
Cash flows from capital & related financing activities
Capital Contributions
Purchase of capital assets
Payment of capital lease
Principal paid on capital debt
Interest paid on capital debt
Proceeds from sale of assets

Net cash provided (used) by capital and related financing
activities
Cash flows from investing activities
Interest on investments

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents January 1, 2007
Cash and cash equivalents December 31, 2007
Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income (loss)
Other non-operating revenues
Adjustments to reconcile operating income to net cash provided
(used by operating activities:
Depreciation and Amortization Expense
(Increase) decrease in account receivable
(Increase) decrease in inventories
(Increase) decrease in prepaid expenditures
(Increase) decrease in accrued interest income
(Decrease) increase in accounts payable
(Decrease) increase in accrued interest payables
(Decrease) increase in claims payable
(Decrease) increase in due to other funds
(Decrease) increase in deferred revenue
(Decrease) increase in accrued benefits
Net cash provided (used by operating activities)
Non-cash investing, capital and financing activities
Developer Contributions
Capital Lease
Trade in Allowance

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS
Year Ended December 31, 2007

(in thousands)

Govern-
mental
Business-Type Activities Activities
Total
Storm- Business Internal
Water Waste-water water Golf Type Service
Fund fund Fund Course Food Service Activities Funds
$ 16,353  $ 7691 $ 3421 $ 403 $ 1672 $ 33,167 $ 597
- - - 11 120 131 10,500
(7,988) (5,475) (1,260) (1,358) (1,013) (17,094) (4,837)
(908) (476) (39) (401) (106) (1,930) (119)
(4,736) (1,035) (419) (1,965) (803) (8,958) (1,766)
2,721 705 1,703 317 (130) 5316 4,375
11) (205) (992) ©) (1,212) (83)
215 58 3,545 195 22 4,035 269
204 (147) 2,553 192 22 2,824 186
2,287 247 - - - 2,534 -
(3,442) (1,241) (3,571) (58) (122) (8,434) (2,033)
- - - (461) - (461) (70)
(1,360) - - - (1,360) -
(959) - - (127) (1,086)
- - - 142 - 142 123
(3.474) (994) (3571) (504) (122) (8,665) (1,980)
4,131 520 528 - 65 5,244 1,265
4,131 520 528 - 65 5,244 1,265
3,582 84 1,213 5 (165) 4,719 3,846
62,218 8,541 8,107 100 1,169 80,135 18,171
65,800 8,625 9,320 105 1,004 84,854 22,017
(532) (25) 2,203 188 (127) 1,707 3,468
508 - 12 11 29 560
2,943 936 194 194 53 4,320 1,429
(36) () 49 13 (19) 6 (1)
- - 5 1 6 (91)
5 (19) 1 (13) -
?3) 14 (®) - 3 (255)
(188) 49 (722) (44) (64) (969) 294
®) - - 24 2 20 -
- (267) (267) (480)
- (61) - (61) -
- - - @ ©) (10)
30 ) (25) 7 3 14 21
$ 2721 $ 705 $ 1703 $ 317 $ (130) $ 5,316 $ 4,375
$ 4429 $ 1854 $ 1746 $ - % $ 8029 $
$ $ $ $ 481§ $ 481 $
$ $ $ $ 172 $ $ 172 $

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET ASSETS
December 31, 2007
(in thousands)

Defined
Benefit
Police Agency
Pension Fund
ASSETS
Pooled cash $ 18 $ 4,457
Local Government Investment Pool 540 -
Accounts receivable - 2,402
Total assets 558 6,859
LIABILITIES
Escrow payable - 6,859
Total liabilities - $ 6,859
NET ASSETS HELD IN TRUST FOR
PENSION BENEFITS $ 558 $ -

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

FIDUCIARY FUNDS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS
Year Ended December 31, 2007
(in thousands)

Defined
Benefit
Police
__Pension
ADDITIONS
Investment income $ 32
Total additions 32
DEDUCTIONS
Benefits paid 29
Total deductions 29
NET INCREASE (DECREASE) 3
NET ASSETS HELD IN TRUST FOR PENSION BENEFITS
BEGINNING OF YEAR $ 555
END OF YEAR $ 558

The accompanying notes are an integral part of these financial statements.
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CITYOF ARVADA, coLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2007

Summary of Significant Accounting Policies

This is a summary of significant accounting policies for the City of Arvada, Colorado presented to
assist the reader in interpreting the financial statements and other data in this report. The policies
are considered essential and should be read in conjunction with the accompanying financial
statements.

A.

Financial Reporting Entity

The City of Arvada is a political subdivision of the State of Colorado, located in Jefferson
and Adams Counties in the Northwest quadrant of the greater Denver, Colorado,
metropolitan area. The population of the City is approximately 107,050. The City,
incorporated in 1904, provides general government; police services; water; sewer,
stormwater; golf; the Arvada Center for the Arts and Humanities; park maintenance; food
service; and various trust and agency functions in a fiduciary capacity. The City does not
provide fire protection, public education, or solid waste services.

An elected mayor and six member council govern the City. As required by accounting
principles generally accepted in the United States of America (US GAAP) these financial
statements present the City and its component units, entities for which the City is
considered to be financially accountable. Blended component units, although legally
separate entities are, in substance, part of the City's operations and data from these units
are combined with data of the City. The discretely presented component units, on the
other hand, are reported in separate columns in the government-wide statements to
emphasize they are legally separate from the City. Each blended and discretely
presented component unit has a December 31 year-end.

Blended Component Units

Arvada Medical and Disability Program (Internal Service Fund) — The Arvada
Medical and Disability Program, which is legally separate from the City, was established
in 1980 to account for employees' and City's contributions accumulated to provide
medical and disability benefits to the employees of the City. In 2003, the City
discontinued providing medical benefits under the Arvada Medical and Disability Program
and entered into an agreement with a company to provide medical benefits to the
employees of the City. However, the City continues to maintain this fund until it is legally
terminated. It is the opinion of the City that because of the nature of the relationship
between the City and the Arvada Medical and Disability Program that exclusion would
cause the City's financial statements to be misleading or incomplete. Separate audited
financial statements for the Arvada Medical and Disability Program are not prepared.

Arvada Housing Authority (Special Revenue Fund) — The Authority administers funds
received for rent subsidy to low/moderate income households under Section 8 of the U.S.
Housing Assistance Payment Program. The City provides all administrative support to
the Authority. The Authority, a legally separate entity, is governed by a Board of
Directors, which consists of all current members of the Arvada City Council. Separate
audited financial statements for the Arvada Housing Authority are not prepared.

Discrete Component Units

Arvada Urban Renewal Authority (AURA) — AURA is reported in a separate column as
a discrete component unit presentation to emphasize that it is legally separate from the
City.

41



CITYOF ARVADA, coLORADO

NOTES TO FINANCIAL STATEMENTS
December 31, 2007

AURA was created by Ordinance No. 1717 under the Colorado Urban Renewal Law and
was approved by the voters on March 3, 1981. Its purpose is to develop, redevelop or
rehabilitate blighted areas of the City. AURA currently has two active project areas,
Ralston Fields and JCMD. The governing body of the Authority is a commission of seven
members, appointed by the Mayor and approved by City Council for staggered terms of
five years. AURA's annual budget must be approved by the City Council and the City
provides administrative support to the Authority.

AURA is included in the City's financial statements due to the City's ability to appoint
AURA's governing authority and approve the budget and its revisions. The City does not
have any responsibilities to fund AURA operating deficiencies or deficits. Tax revenues
are imposed and collected by the City.

Separate audited financial statements for AURA may be obtained from the City.

Arvada Economic Development Association (AEDA) — AEDA is reported in a
separate column as a discrete component unit presentation to emphasize that it is legally
separate from the City. AEDA financial statements consists of one enterprise fund.

AEDA was established to encourage and stimulate all forms of economic development,
commercial and industrial. The services provided by AEDA benefit both the City and
citizens by providing information and services to existing and prospective businesses and
industries. Funding for AEDA consists of compensation from the City for services it
renders the City and its citizens. The City also provides administrative support for AEDA.
A Board of Directors appointed by City Council governs AEDA.

AEDA is included in the City's financial statements due to the City's ability to appoint
AEDA's governing board and approve the budget.

Separate audited financial statements for AEDA are not available.

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 the nonfiduciary activities of the City and
its component units. For the most part, the effect of interfund activity has been removed
from these statements. Governmental activities, which are normally 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. Likewise, the City is
reported separately from certain legally separate component units for which the primary
government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include 1) charges to 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 fiduciary funds, even though the latter are excluded from the government-wide
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financial statements. Major individual governmental funds and major enterprise funds are
reported as separate columns in the fund financial statements.

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and
trust fund financial statements. Revenues are recorded when earned and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants
and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

Government fund financial statements are reported using the current financial resources
measurement focus and modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be
available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the City considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period.
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 and judgments, are recorded only when payment is due.

Taxes, franchise fees, licenses, and interest associated with the current fiscal period are
all considered to be susceptible to accrual and so have been recognized as revenues of
the current fiscal period. Only the portion of special assessments receivable due within
the current fiscal period is considered to be susceptible to accrual as revenue of the
current period. All other revenue items are considered to be measurable and available
only when cash is received by the government.

Agency funds use the accrual basis of accounting.

Financial Statement Presentation

The accounts of the City are organized and operated on the basis of funds, each of which
is considered a separate accounting entity. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts that comprise its assets, liabilities,
fund equity, revenues and expenditures or expenses as appropriate. The various funds
are summarized by type within the financial statements.

The City reports the following major governmental funds:

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

The Community Development fund accounts for all entittements, revenues and
expenditures of the Community Development Block Grants (CDBG) program and the
Home Rehabilitation program and Essential Home Repairs program.

The Parks fund accounts for costs associated with the acquisition, design, development,
maintenance and beautification of parks, open space and trails within the City. Revenues
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are derived from the City’s General Fund, Grants Fund, Lands Dedicated Fund and
Jefferson County Open Space funds.

The General Capital Projects fund accounts for all major capital projects of the City.
Appropriations are not restricted to a fiscal year. Sources of revenue to this fund are
transfers from contributions from the General and other funds, interest earned, transfers
from Jefferson County Open Space funds and contributions by developers and
government grants.

The Construction Fund accounts for proceeds from the Series 2005 COP Bond issue to
be used for Stormwater drainage improvements, Water main line replacements, and an
expansion of the Arvada Center for the Arts and Humanities.

The City reports the following major proprietary funds:

The Water fund accounts for all activity within the scope of water utility operations. Water
service is available within the City limits and is extended to some residents of the county
and adjacent cities. All activities necessary to provide such service are accounted for in
this fund, including administration, operations, capital water projects, maintenance,
financing and related debt service, and billing and collection.

The Wastewater fund accounts for all activities necessary in the collection, transmission,
and disposal of sewage and wastewater. It includes administration, operations, capital
maintenance, financing and billing and collection.

The Stormwater fund accounts for all activities necessary to maintain a stormwater
management plan. Inincludes administration, operations, capital maintenance and billing
and collection.

The Golf Course fund accounts for all revenues and expenses of the Lake Arbor and
West Woods Golf Courses, including food service operations. It includes administrative,
operations, maintenance, financing and related debt service at Lake Arbor and West
Woods Golf Courses. Food service activities include restaurant operations at the West
Woods and Lake Arbor Golf Courses.

The Food Service fund accounts for all revenues and expenses associated with food
service activities including the operation of banquet facilities at the Arvada Center for the
Arts and Humanities and offsite catering.

Government and enterprise fund types that do not meet the criteria of major funds have
been summarized and presented as other governmental funds and other enterprise
funds, respectively within the fund financial statements.

Additionally, the City reports the following fund types:
Internal Service funds are used to account for the City’s fleet and information technology

replacement, self-insurance of dental care, risk management insurance program and
printing services and building and fleet maintenance services.
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Fiduciary Fund Types

The Pension Trust fund is used to account for the City’s defined benefit police pension
trust to provide retirement benefits for one retiree that did not elect to join the new plan
formed in 1986.

Agency fund is used to account for a variety of deposits from various sources held in
€SCrow.

All Governmental Accounting Standards Board (GASBs) pronouncements as well as all
Financial Accounting Standards Board (FASBSs) issued prior to November 30, 1989, are
generally followed in the government-wide and proprietary fund financial statements,
unless those pronouncements conflict or contradict guidance of GASB pronouncements.
Governments have the option of following subsequent private-sector guidance for their
business-type activities and enterprise funds, subject to this same limitation. The City
has elected not to follow subsequent private-sector guidance.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this rule are the charges between
the City’s enterprise operations and various other functions. Elimination of these charges
would distort the direct costs and program revenues reported for the various functions
concerned.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal ongoing
operations. Operating expenses for enterprise and internal service funds include cost of
sales and services, administrative expenses, and depreciation on capital assets. All
revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

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

Assets, Liabilities and Equity

1) Deposits and Investments

The City's cash and cash equivalents are considered to be cash on hand,
demand deposits and short-term investments with original maturities of three
months or less from the date of acquisition.

The City pools cash resources of most funds to facilitate the management of
cash. Cash applicable to a particular fund is readily identifiable. The balance in
the pooled cash accounts is available to meet current operating requirements.
Cash in excess of current requirements is invested in various interest-bearing
securities and disclosed as part of the City's investments.

Cash overdrafts from pooled cash and investments are reported as an interfund
receivable/payable.

Colorado statutes require that the City use an eligible public depository as
defined by the Public Deposit Protection Act (PDPA). Under the Act, the
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2)

3)

depository is required to pledge a pool of eligible collateral having a market value
at all times equal to at least 102% of the aggregate public deposits held by the
depository not insured by Federal Depository Insurance. The pool for all the
uninsured public deposits as a group is to be maintained by another institution or
held in trust. Each institution designated as a public depository can be assessed
a portion of the losses of a public entity's deposits in a failed public depository.
Thus, all public deposits are fully collateralized. Eligible collateral as defined by
the Act primarily includes obligations of, or guaranteed by, the U.S. Government,
the State of Colorado or any subdivision thereof and obligations evidenced by
notes received by first lien mortgages or deeds of trust on real property.

Investments are reported at fair value. The fair value of the City’s investments is
based upon values provided from quoted market prices.

Receivables and Payables

Transactions between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as either
"interfund receivables/payables" (i.e., the current portion of interfund loans) or
"advances to/from other funds" (i.e., the non-current portion of interfund loans).
All other outstanding balances between funds are reported as "due to/from other
funds”. On the Statement of Net Assets, residual balances between
governmental and business type activities are reflected as internal balances.

Receivables are shown net of an allowance for collectibles, where applicable.

Property taxes attach an enforceable lien on the property as of January 1 and are
levied of the following January 1. Taxes are payable the following year in one
installment made on or before April 30, or in two installments made on or before
February 28 and June 15. The assessments and collections are made by
Jefferson County and Adams County and are remitted monthly to the City. City
property tax revenues certified in December are recorded as a receivable and an
offsetting deferred revenue.

The City records non-current receivables for interfund and other long-term notes
on the Statement of Net Assets of its Proprietary Fund Types. Within the
governmental funds, all non-current receivables are fully offset by deferred
revenue if the payment resulting in the receivable was originally recorded as an
expenditure. Otherwise noncurrent receivables are fully offset by a reservation of
fund balance. Non-current receivables and other long-term notes are shown on
the statement of net assets of the government-wide statements.

Inventories and Prepaid Items

Inventories are valued at cost using the first-inffirst-out (FIFO) method with the
exception of the City's central supply inventory which is valued at average cost.
The cost of inventories is recorded as expenditures when consumed rather than
when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods

and are recorded as prepaid costs in both government-wide and fund financial
statements.
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4)

5)

6)

7

Restricted Assets

The City applies restricted resources when an expense is incurred for purposes
for which both restricted and unrestricted net assets are available. Certain
assets of the Community Development Block Grant special revenue fund are
restricted because their use is completely restricted by grant agreements.
Certain assets of the Arvada Center special revenue fund are restricted because
their use is restricted by actor agreements. Certain assets of the Golf Enterprise
Fund are restricted for debt service purposes.

Capital Assets

Capital assets which include property, plant, equipment, and all infrastructure
assets (e.g. roads, bridges, sidewalks, and similar items), are reported in the
applicable governmental or business-type activities column in the government-
wide financial statements and in the Proprietary Funds in the fund financial
statements. Capital assets are defined by the City as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of
three years. Such assets are recorded at historical costs or estimated historical
cost if purchased or constructed. Donated assets are recorded at estimated fair
market value at the date of donation.

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

Capital assets other than land and water rights are depreciated. Depreciation is
computed using the straight-line method with estimated useful lives as follows:

Assets Years
Buildings 50
Road system infrastructure 25
Other improvements 20
Other infrastructure 8-50
Equipment 5-10
Vehicles 3-5

Compensated Absences

It is the City's policy to permit employees to accumulate earned but unused
vacation and sick pay benefits. No liability is reported for unpaid accumulated
sick leave since benefits are not paid upon termination. Vacation pay is accrued
when earned in the government-wide; proprietary and fiduciary fund financial
statements. The compensated absences are only reported in governmental
funds if they are due. Compensated absences of the governmental activities are
expected to be liquidated primarily with revenues of the General Fund.

Long-Term Obligations

In the government-wide financial statements and proprietary fund types in 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 type statement of net assets. Debt premiums and
discounts, as well as issuance cots, are deferred and amortized over the life of
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8)

9)

10)

the debt using the effective interest method. Debts payable are reported net of
the applicable debt premium or discount. Debt issuance costs are reported as
deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize debt
premiums and discounts, as well as debt issuance costs, during the current
period. The face amount of the debt issued is reported 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.

Fund Equity

In the fund financial statements, fund equity of the City’s governmental funds are
classified either as reserved or unreserved. Reserved fund balances indicates
an amount of fund equity which is legally required to be segregated in
accordance with legal and contractual provisions or not available as current
financial resources. The unreserved fund equity represents the amount available
for budgeting future operations.

The unreserved portion may be further classified as either designated or
undesignated. Designated unreserved fund balances represent amounts
identified by management for future budgetary use of current resources. The
General Fund designation is to balance the 2008 budget. Designations of fund
balance represent tentative management plans that are subject to change.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets
invested in capital assets, net of related debt consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowing
used for the acquisition or construction of improvements of those assets. Net
assets are reported as restricted when there are limitations imposed on their use
either through the enabling legislation adopted by the City or through external
restriction imposed by creditors, grantors, laws, or regulations of other
governments.

In November, 1992, Colorado voters passed Article X, Section 20 to the State
Constitution, described in Note 2B. The Amendment requires that a percentage
of fiscal year spending, excluding bonded debt service, be legally restricted to be
used for declared emergencies only. This amount is reflected on the
government-wide statement of net assets as net assets - reserved for
emergencies. The amendment requires a three percent emergency reserve at
December 31, 1995 and thereafter. An emergency is defined in the Amendment
as an event, which excludes economic conditions, revenue shortfalls, salary or
fringe benefit increases.

Estimates
The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to

make estimates and assumptions that affect amounts reported in the financial
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statements and accompanying notes. Actual results may differ from those
estimates.

2. Stewardship, Compliance and Accountability

A.

Budgetary Information

Annual budgets are adopted on a basis consistent with US GAAP for all governmental
funds except the capital projects fund, which adopts project-length budgets. All other
annual appropriations lapse at fiscal year end. Budgetary financial statements do not
include the general Capital Projects Fund because they span multiple years. Also
budgets are not adopted for the Fiduciary funds and the Arvada Medical and Disability
Program Fund.

Not less than sixty days prior to the first day of the next fiscal year, Council adopts the
City budget by resolution and the annual appropriation by ordinance. The City prepares
a combination line item and program budget, but the level of control is at the fund level
which is the amount approved by ordinance. For budgetary, appropriation and reporting
purposes, interfund transfers are considered to be revenues or expenditures.

Both the adopted budget and the level of appropriation (by fund) can be amended during
the budget year. This action requires Council approval in the form of a resolution for a
budgetary amendment and by ordinance requiring a public hearing for an increase in
appropriations. Intrafund budgetary transfers between departments within a fund can be
accomplished with the approval of the Manager.

Deficit Fund Balance

The Construction Fund has a deficit fund balance of $6,484,000 as of December 31,
2007. This fund will continue to run a negative fund balance until all of the gain on the
issuance of the COP’s is recognized. The gain will be recognized annually in equal
installments until 2024.

Expenditures/Expenses in Excess of Appropriation

Expenditures exceeded appropriations in the Bond Fund by $2,000 and the Construction
Fund by $491,000.

The Construction Fund budgeted expenditures in excess of resources available.

State Constitutional Amendment

On November 3, 1992, the voters of the State approved Article X, Section 20 to the State
Constitution (the Amendment) limiting growth of public entities and their ability to borrow
and tax.

Enterprises, defined as government-owned businesses authorized to issue revenue
bonds and receiving less than 10% of its annual revenue in grants from all state and local
governments combined, are excluded from the provisions of the Amendment. The City's
management is of the opinion that it's Water, Wastewater, Stormwater, Golf Course and
Food Service operations qualify for this exclusion.
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The initial revenue base is 1992 fiscal year spending. Future revenue limits are
determined based upon the prior year's fiscal year spending adjusted for a growth factor
based upon inflation and changes in the actual value of real property within its
boundaries. Excluded revenues such as gifts and federal funds are not used to calculate
the limit. Revenue in excess of the limit must be refunded unless the voters approve
retention of such revenue.

On November 5, 1996, the qualified electors of the City approved Resolution R-96-127,
which reads as follows:

Without creating any new tax or increasing any current taxes, shall the City of
Arvada be permitted, in 1996 and each year thereafter, to retain and spend City
revenues in excess of the spending, revenue raising, or other limits in Article X,
Section 20 or the Colorado Constitution, utilizing such revenues for public safety,
municipal services, transportation and other public improvements, parks and
recreational facilities, and any other lawful public purpose?

The Amendment requires, with certain exceptions, voter approval prior to imposing new
taxes, increasing a tax rate, imposing a mill levy that will produce property tax revenue in
excess of the amount collected in the previous year adjusted by the growth factor,
extending an expiring tax, or implementing a tax policy change which directly causes a
net tax revenue gain.

Except for bond refinancing at lower interest rates or adding employees to existing
pension plans, the Amendment specifically prohibits the creation of multiple fiscal year
debt or other financial obligations without voter approval and without irrevocably pledging
present cash reserves for all future payments.

The City believes it is in compliance with the requirements of the Amendment. However,
due to the broad general terms of the Amendment, the City has been required to make
certain interpretations of the Amendment's language in order to determine its compliance.
Ultimately, the courts may be required to determine the appropriate interpretations of the
Amendment's terms and provisions.

3. Detailed Notes on Funds and Account Balances

A.

Deposits and Investments

As of December 31, 2007, the City's cash deposits had a carrying value of $474,721.
The bank balances were $1,522,625 of which $330,563 was covered by federal deposit
insurance and $1,192,062 was collateralized with securities held by the pledging financial
institution’s trust department or agent in the City’s name.

Investment policies are governed by the City’s investment policies and procedures and
State Statutes. Investments of the City and AEDA may include:

e Local government investment pools authorized under the laws of the State of
Colorado whose investment policy closely mirrors that of the City.

o Direct obligations of the United State government, including such instruments as
Treasury Bills, Treasury Notes, Treasury Bonds, Export Import Bank issues,
Farmers Home Administration Insured Notes, certain scaled discount notes, and
certain relatively short-term securities issued by the Government National
Mortgage Association.
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e Obligations of certain U.S. Government agencies, including but not limited to
such instruments as Federal Home Loan Bank debt, Federal National Mortgage
Association debt, certain scaled discount notes, and/or certain short term Federal
Farm Credit debt.

e Purchases of the direct or agency securities mentioned above, under the terms
of a repurchase agreement or in support of a City “Sweep Account” which meet
the City’s procedures for the delivery, possession and safekeeping of investment
securities.

¢ Repurchase agreements

e Commercial paper

¢ AAA-rated money market funds

Investments of the employee pension plans are determined contractually with the third
party custodian. The plans currently contain a wide range of money market and mutual
funds and are not subject to the City’s investment policies.

Interest Rate Risk

The City’s investment policy does not specifically address Interest Rate Risk. The State
Statutes requires 3 or 5 years depending on the investment. In practice, the City does
not purchase any investments with a maturity of longer than 5 years with all “money
market instruments” having a maturity of one year or less. The City assumes its
investments will be held to maturity and callable investments may or may not be called.

Credit Risk

The City’s general investment policy is to apply the prudent-person rule: Investments are
made as a prudent person would be expected to act, with discretion and intelligence, to
seek reasonable income, preserve capital, and, in general, avoid speculative
investments. The State Statutes specify rating requirements depending on the
investment. All corporate bonds have AA or higher ratings.

Concentration of Credit Risk

As a means of limiting its exposure, the City’s total investment in any money market or
mutual fund shall not exceed 10% of the total assets of such fund. At December 31,
2007, the City's investments in the FHLB, FHLMC, FNMA and FFCB are 26%, 22%, 12%
and 10% of total investments, respectively.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government’s
deposits may not be returned to it. The City’s investment policy requires commercial
banks and savings and loan associations to be eligible public depositories within the
meaning of the Colorado Revised Statues of PDPA and S&L PDPA. The depositories
will also have to posses overall financial strength, capitalization and liquidity to ensure the
safety and availability of such monies. The assessment of this overall financial strength
will be rated by the Prudent Man Analysis, Inc (PMA). Inasmuch as PMA utilizes overall
rating of 1 through 5, (1 being strongest....5 being weakest), the City’s policy is to seek
commercial banks with an overall PMA rating of 1 or 2.

Local Government Investment Pool

At December 31, 2007, the City had invested in both the Colorado Local Government
Liquid Asset Trust (Colotrust) and the Colorado Surplus Asset Fund Trust (CSAFE).
These investment vehicles were established for local government entities in Colorado to
pool surplus funds. The State Securities Commissioner administers and enforces the
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requirements of creating and operating these pools. Their operation is similar to a money
market fund with each share equal in value to $1.00. Investments of these entities are

limited to those allowed by State statutes. A designated custodial bank provides
safekeeping and depository services in connection with the direct investment and
withdrawal functions. Substantially all securities owned are held by the Federal Reserve
Bank in the account maintained for the custodial bank. The custodian's internal records
identify the investments owned by the participating governments.

As of December 31, 2007, the City had the following investments and maturities:

Investment Maturities

>1yr >2 yrs >3 yrs >4 yrs
Credit and and and and
Asset Category Quality Fair Value <=1 year <=2 Vyrs. <=3 yrs. <=4 yrs. <=5yrs.
Local Government Investment Pool
Trust Funds AAA $ 16,733,783 $ 16,733,783 $ - % - % - 3
U.S. Treasuries 14,831,683 11,790,193 3,041,490 - -
U.S. Agencies
FHLB AAA 52,620,849 9,300,249 8,072,820 23,057,430 6,105,640 6,084,710
FHLMC AAA 45,359,345 3,010,005 - - 18,151,420 24,197,920
FNMA AAA 24,170,040 2,505,940 1,514,070 7,045,330 2,013,120 11,091,580
FFCB AAA 20,042,250 - - 5,032,800 15,009,450 -
Subtotal for U.S. Agencies 142,192,484 14,816,194 9,586,890 35,135,560 41,279,630 41,374,210
Commercial Paper Al 14,815,149 14,815,149 - - -
Corporate Bonds AAA 994,350 994,350 - - -
AA 11,366,913 11,366,913 - - -
Subtotal for Corporate Bonds 12,361,263 12,361,263 - - -
Total for all Asset Categories $ 200,934,361 $ 70,516,581 $12,628,380 $35,135,560 $ 41,279,630 $41,374,210

As of December 31, 2007 AEDA’s cash deposits had carrying values of $444,898. The
bank balances were $315,535 of which $235,608 was covered by the federal deposit
insurance and $79,927 was collateralized with securities held by the pledging financial
institution’s trust department or agent in the entity’s name.
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B. Capital Assets

A summary of changes in capital asset activity for the year ended December 31, 2007
follows (in thousands):

Primary Government: (79)
Governmental activities

Capital assets not being depreciated:
Land

Construction in progress

Total capital assets, not being depreciated
Capital assets, being depreciated:
Buildings

Improvements other than buildings
Equipment

Vehicles

Infrastructure

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings

Improvements other than buildings
Equipment

Vehicles

Infrastructure

Total accumulated depreciation

Total capital assets, being depreciated, net

Governmental activities capital assets, net

Business-type activities (41-45)

Capital assets not being depreciated:
Water rights

Land

Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings

Improvements other than buildings
Equipment

Vehicles

Infrastructure

Total capital assets being depreciated

Less accumulated depreciation for:
Buildings

Improvements other than buildings
Equipment

Vehicles

Infrastructure

Total accumulated depreciation

Total capital assets, being depreciated, net

Business-type activities capital assets, net

Balance Transfers Balance
January 1, To (From) December 31,
2007 Additions Retirements CIP 2007
$ 49,021 $ 5 $ - $ - $ 49,026
38,288 7,761 (1,096) (9,529) 35,424
87,309 7,766 (1,096) (9,529) 84,450
39,972 - - - 39,972
25,270 1,570 (61) - 26,779
12,254 1,213 (683) - 12,784
10,712 860 (555) - 11,017
345,753 11,267 - - 357,020
433,961 14,910 (1,299) - 447,572
(10,955) (793) - - (11,748)
(10,001) (822) 42 - (10,781)
(7,634) (1,064) 614 - (8,084)
(8,385) (862) 478 - (8,769)
(207,894) (7,104) - - (214,998)
(244,869) (10,645) 1,134 - (254,380)
189,092 4,265 (165) - 193,192
$ 276,401 $ 12,031 $  (1,261) $ (9,529) $ 277,642
Balance Transfers Balance
January 1, To (From) December 31,
2007 Additions Retirements CIP 2007
$ 21,336 $ 64 - $ - $ 21,400
3,790 - - 3,905 7,695
16,994 4,715 (174) (6,557) 14,978
42,120 4,779 (174) (2,652) 44,073
14,797 - - - 14,797
192,038 20,153 (3,411) (3,905) 204,875
1,731 - (135) - 1,596
682 481 (651) - 512
364 - - - 364
209,612 20,634 (4,197) (3,905) 222,144
(5,956) (301) - - (6,257)
(55,726) (3,798) 1,241 - (58,283)
(1,020) (118) 103 - (1,035)
(615) (75) 651 - (39)
- (8 - - (8)
(63,317) (4,300) 1,995 - (65,622)
146,295 16,334 (2,202) (3,905) 156,522
$ 188,415 $ 21,113 $ (2,376) $ (6,557) $ 200,595
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Depreciation and amortization expense was charged to functions/programs of the primary
government as follows (in thousands):

Governmental Business-Type

Activities Activities

General government $ 8,156 $ -
Public safety - police & judicial 86 -
Public works 72 -
Parks 497 -
Culture 404 -
Human Service 1 -
Internal Service 1,429 -
Water - 2,923
Wastewater - 936
Stormwater - 194
Golf - 194
Food - 53
Total depreciation expense $10,645 $ 4,300

Construction Commitments

The City has active construction projects as of December 31, 2007. The projects include
street construction, traffic construction, park construction, golf, and stormwater system
projects. At year end the City’'s commitments with contractors are as follows (in
thousands):

Remaining

Project Spent-to-Date Commitment
Street construction $ 175 $ 11
Traffic construction 79 43
Park construction 419 15
Stormwater construction 164 66
Wastewater Construction 449 1,393

Total $ 1,286 $ 1,528

Interfund Transactions

There was one due from and one due to balance as of December 31, 2007. The Arvada
Housing Authority owes the General Fund $50,000 for expenditures paid on their behalf.

AURA also has notes payable to the City in the amount of $5,414,519. The receivable is
recorded in the General Fund net of an allowance for doubtful accounts of $5,414,519.

Advanced to/from other funds as of December 31, 2007 (in thousands):

Fund Advance From | Advance To
General Fund $ 987 $ -
Golf Course Fund - 987
Total $ 987 $ 987

On December 31, 2007 the General Fund advanced the Golf Course Fund $987,000 to
offset its negative cash.
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Transfers to/from other funds for the year ended December 31, 2007 were as follows (in
thousands):

Fund Transfers In | Transfers Out
General Fund $ - $ 12,813
Community Development Fund 62 35
Parks 2,732 1,240
Capital Projects Fund 8,199 -
Construction Fund - 3,991
Non-major Governmental Funds 5,569 1,493
Water Fund 215 11
Wastewater Fund 58 205
Stormwater Fund 3,545 992
Golf Course Fund 195 3
Food Service Fund 22 -
Internal Service Funds 269 83
Total $20,866 $20,866

The General Fund transfers out include support transfers to the Arvada Center, Parks,
Community Development and the Golf Course Funds, a capital transfer to the Capital
Projects Fund and a debt transfer to the Bond Fund.

The Community Development Fund transfer in is from the General Fund to meet
operations. The transfer out is to the Housing Fund for administration fees.

The Parks Fund transfer in is from the General Fund to meet operations. The transfer
out is to the Capital Projects Fund for capital items.

The Capital Projects Fund transfers in are for current and future capital projects. This
year the General, Lands Dedicated, Parks, Grants, Construction and Central Services
Funds made transfers into the Capital Projects Fund.

The Construction Fund includes transfers out to the Capital Projects and Stormwater
Funds for capital projects.

The Water Fund transfers out are to the Replacement Fund for an additional piece of
equipment and to the Central Services Fund for energy payments. The transfer in is from
the Wastewater and Parks Funds for overhead.

The Wastewater Fund transfers in are from the Stormwater Fund for overhead. The
transfer out is to the Water Fund for overhead.

The Stormwater Fund transfers in are from the Construction Fund for capital projects.
The transfers out are to the Wastewater Fund for overhead and the Bond Fund for
payment of debt.

The Golf Course Fund transfer in is from the General Fund to meet operations. The
transfer out is to the Central Services Fund for energy payments.
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The Food Service Fund transfer in is from the General Fund to meet operations

The Internal Service Funds transfers in are for the purchase of new vehicles. The
majority of the transfer out is a one time transfer to the Capital Projects Fund to meet the
future capital needs of the city.

Long-term Debt

Revenue Bonds

Governmental Activities

Series 1998 Sales and Use Tax Refunding Revenue Bonds

On June 18, 1998 the City issued $16,740,000 of Sales and Use Tax Refunding Revenue
Bonds dated May 1, 1998, with interest rates varying from 4.85% to 5.15% payable semi-
annually on June 1 and December 1. The bonds mature beginning in 2005 and continue
through 2017. The bonds were issued for the purpose of advance refunding a portion of
the City's 1992 Sales and Use Tax Revenue Refunding Bonds in order to realize an
interest savings.

Bonds outstanding and related interest requirements as of December 31, 2007, are as
follows (in thousands):

Year Ending
December 31 Principal Interest Total
2008 1,125 706 1,831
2009 1,180 652 1,832
2010 1,240 595 1,835
2011 1,295 535 1,830
2012 1,360 471 1,831
2013-2017 7,900 1,254 9,154
Total $ 14,100 $4,213 $ 18,313

Series 1999 Sales and Use Tax Revenue Bonds

On May 4, 1999 the City issued $14,000,000 of Sales and Use Tax Revenue Bonds
dated March 15, 1999, with interest rates varying from 4.20% to 4.75% payable semi-
annually on June 1 and December 1. The bonds mature beginning in 2004 and continue
through 2018.

The bonds were issued for the purpose of financing the construction of a) intersection,
widening, and other related improvements including sidewalks and landscaping of Kipling
Street between West 72" and West 80™ Avenue, b) construction to West 64" Avenue
between Indiana Street and Highway 98 to provide access to property and facilities at the
planned sports complex at Long Lakes Ranch and c) construction to West 52™ Avenue
between Allison and Garrison streets to provide safe pedestrian access, drainage
improvements and adding sidewalks and landscaping.
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Bonds outstanding and related interest requirements as of December 31, 2007, are as
follows (in thousands):

Year Ending
December 31 Principal Interest Total
2008 370 400 770
2009 385 384 769
2010 400 368 768
2011 420 351 771
2012 440 332 772
2013-2017 2,490 1,342 3,832
2018 4,115 195 4,310
Total $ 8,620 $ 3,372 $ 11,992

Series 2003 Sales and Use Tax Refunding Revenue Bonds

On July 16, 2003, the City advance refunded $16,350,000 of the Series 1992 Sales and
Use Tax Refunding and Improvement Revenue Bonds by the issuance of $16,955,000 of
Sales and Use Tax Refunding Revenue Bonds dated July 1, 2003 with interest rates
ranging from 2.0% to 4.0% payable semi-annually. The bonds mature beginning in 2005
and continue through 2017.

Bonds outstanding and related interest requirements as of December 31, 2007, are as
follows (in thousands):

Year Ending
December 31 Principal Interest Total
2008 1,215 487 1,702
2009 1,250 454 1,704
2010 1,285 416 1,701
2011 1,325 378 1,703
2012 1,370 335 1,705
2013-2017 7,625 908 8,533
Total $14,070 $2,978 $17,048

The 1998 and 2003 Sales and Use Tax Refunding Revenue Bonds and the 1999 Sales
and Use Tax Revenue Bond are payable solely from the City’s 3% sales tax. The sales
and use tax revenues allocated for repayment of these bonds is deposited separately into
the Debt Fund. During the year ended December 31, 2007, revenues of $43,462,000
were available to pay annual debt service of $4,305,000. The remaining debt service at
December 31, 2007 was previously disclosed above.
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Business-type Activities

Series 2001 Variable Rate Demand Water Enterprise Revenue Bonds

On January 18, 2001 the City issued $30,280,000 of Variable Rate Demand Water
Enterprise Bonds dated January 3, 2001, with a variable interest rate, payable monthly as
determined by the remarketing agent. The bonds mature beginning in 2004 and continue
through 2020. Interest on the bonds for the period ending December 31, 2007 was
3.65%. The maximum interest rate allowed is 15%.

The bonds were issued for the purpose of financing improvements to the treatment
plants, construction of water reservoirs for additional storage, oversizing water mains,
construction of water transmission lines, spillway renovations, various storage tank and
pump station improvements and replacement of existing water meters with electronic
meters.

The bonds are payable solely from revenues of the City’s water utility, after deduction of
operating and maintenance costs. During the year ended December 31, 2007, net
revenues of $9,337,000 were available to pay annual debt service of $2,319,000.

Annual debt service requirements for the outstanding bond at December 31, 2007, are as
follows (in thousands):

Year Ending
December 31 Principal Interest Total
2008 1,415 957 2,372
2009 1,480 900 2,380
2010 1,540 840 2,380
2011 1,610 778 2,388
2012 1,680 714 2,394
2013-2017 9,535 2,498 12,033
2018-2020 6,770 527 7,297
Total $ 24,030 $7,214 $ 31,244

Capital Lease Obligations

Governmental Activities

In 2007, the City entered into a lease agreement for $13,363 for a 5-year period for the
purchase of three utility vehicles. The interest rate is 4.75%. Payments of both principal
and interest are due annually. Minimum required lease payments are as follows as of
December 31, 2007 (in thousands):

Year Ending December 31

2008 3
2009 3
2010 3
2011 3
Total $ 12
Less amounts representing interest 2)
Present value of lease payments $ 10
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Series 2005 Certificates of Participation

On July 27, 2005 the City, under a related party lease agreement, sold 2 of the City’s
assets and then leased them back. The proceeds on the sale and the value of the lease
were $18,505,000. The lease was dated July 1, 2005, with interest rates ranging from
2.75% to 4.35% payable semi-annually. The lease payments mature beginning in 2006
and continue through 2024.

The assets were sold to finance the construction of an expansion of the Arvada Center
for the Arts and Humanities and the construction of various Stormwater, Wastewater and
Water projects.

Year Ending
December 31 Principal Interest Total
2008 750 651 1,401
2009 770 628 1,398
2010 795 605 1,400
2011 820 580 1,400
2012 845 554 1,399
2013-2017 4,730 2,267 6,997
2018-2022 5,730 1,264 6,994
2023-2024 2,630 167 2,797
Total $ 17,070 $6,716 $ 23,786

In 2004, the city entered into a lease agreement for $1,005,093 for a 13-year period for
an energy efficiency project. The interest rate is 3.99%. Payments for both principal and
interest are due monthly in 2005 and quarterly thereafter.

Minimum required lease payments are as follows as of December 31, 2007 (in
thousands):

Year Ending December 31

2008 108
2009 110
2010 111
2011 112
2012 113
2013-2016 446
Total $1000
Less amounts representing interest (164)
Present value of lease payments $ 836

The total value of the governmental assets capitalized related to the capital leases net of
related depreciation is $20,388,000.
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Business-type Activities

The City entered into a capital lease obligation for the expansion of West Woods Golf
Course for $2,980,200. The commitment will be paid over a 15-year period in semi-
annual installments. Under the ground lease, the City leases certain land used for the
new nine-hole golf course.

Minimum required lease payments are as follows as of December 31, 2007 (in
thousands):

Year Ending December 31

2008 311
2009 311
2010 310
2011 155
Total $1,087
Less amounts representing interest (128)
Present value of lease payments $959

In 2007, the City entered into a lease agreement for $481,315 for a 5-year period for the
purchase of 175 golf carts. The interest rate is 4.75%. Payments of both principal and
interest are due annually.

Minimum required lease payments are as follows as of December 31, 2007 (in
thousands):

Year Ending December 31

2008 112
2009 112
2010 113
2011 113
Total $ 450
Less amounts representing interest (81)
Present value of lease payments $ 369
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In 2006, the City entered into a lease agreement in the amount of $1,303,000.00 for a 10-
year period for the replacement of the Lake Arbor Golf course irrigation system. The
interest rate is 5.94%. Payments of both principal and interest are due semi-annually in
January and July.

Minimum required lease payments are as follows as of December 31, 2007 (in
thousands):

Year Ending December 31

2008 158
2009 158
2010 158
2011 158
2012 158
2013-2016 553
Total $1342
Less amounts representing interest (205)
Present value of lease payments $1,137

The total value of the business-type assets capitalized related to the capital leases net of
related depreciation is $4,750,000.
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Changes in General Long Term Liabilities — During the year ended December 31,
2007 the following changes occurred in liabilities reported in the governmental activities
(including internal service funds), business type activities, and component units (in

thousands):
Balance Balance Due
January 1, December Within

Governmental Activities 2007 Additions | Reductions | 31, 2007 One Year
Revenue Bonds $ 39,405 $ - $ 2,615 $ 36,790 $ 2,710
Capital Lease 18,709 - 793 17,916 828
Compensated Absences 3,374 2,160 1,808 3,726 1,863
Total Governmental $ 61,488 $ 2,160 $ 5,216 $ 58,432 $ 5,401
Business Type Activities

Revenue Bonds $ 25,390 $ - $ 1,360 $ 24,030 $ 1,415
Capital Lease 2,617 481 633 2,465 456
Compensated Absences 566 345 331 580 288
Total Business Type $ 28,573 $ 826 $2,324 $ 27,075 $ 2,159
Component Units: AURA

Notes Payable to City 5,414 - - 5,414 -
NotesPayable 183 2,826 15 2,994 2,843
Compensated Absences 17 20 27 10 5
Total Component Unit $5,614 $2,846 $42 $8,418 $2,848
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4, Other Information

A.

Risk Management

The City has established a risk management program for much of its insurance needs. It
is self insured for occurrences of general liability and auto liability claims, which are
subject to the Colorado Governmental Immunity Act which caps recoveries at $150,000
per person and $600,000 per accident. Property damage is subject to a $100,000
deductible. The Workers’ Compensation program maintains a self-insured retention
(SIR) limit of $350,000. There have been no settlements, which exceed the
Governmental Immunity Caps for general or auto liability in the last three years. No loss
has been recorded in the last three years for the property program that exceeds the
$100,000 deductible. Additionally, no claim or settlement in workers’ compensation has
exceeded the SIR in the last three years.

Premiums are paid by each department into the Insurance Fund (internal service) to pay
claims, claim reserves and administrative costs of the program including premiums to
commercial insurance companies for losses in excess of the self insured amounts.

The City was previously self-insured for medical, insurance for employees who chose to
participate in the plan. In 2003, the City discontinued providing medical benefits under
the Arvada Medical and Disability Program and entered into an agreement with a
company to provide medical benefits to the employees of the City under a fully insured
health plan. The City also provides dental insurance for employees. Dental claims are
limited to $1,000/year per person.

Liabilities are reported when it is probable that a loss has occurred and the amount of the
loss can be reasonably estimated. Liabilities include an amount for claims that have
been incurred but not reported. Claim liabilities are calculated considering the effects of
inflation, recent claim settlement trends including frequency and amount of payouts and
other economic and social factors. The liability for claims and judgments is recorded in
the internal service funds.

Changes in the balances of claims liabilities during the past two years are as follows (in
thousands):

Insurance Service Medical Trust
Unpaid Claims, January 1, 2006 $ 1,703 $ -
Incurred Claims 776 460
Claim Payments 664 460
Unpaid Claims, December 31, 2006 1,815 -
Incurred Claims 78 484
Claim Payments 558 484
Unpaid Claims, December 31, 2007 $1,335 $ -

The City allows retirees to be a part of the insurance plan until they reach the age of 65.
The retiree is required to pay the entire premium.
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Commitments and Contingencies

1) Litigation

The City is involved in pending litigation. The City anticipates no potential claims
resulting from these cases which would materially affect the financial statements
of the City.

2) Federal Grants

Federal grants are subject to audit which could result in disallowed costs, the
amount which is undeterminable at December 31, 2007. If any costs are
disallowed in the future, the City expects them to be insignificant.

3) Commitments

In July of 2006, the City took over from AURA the sales tax incentive agreement
with Costco. This agreement will have approximately $2,674,000 remaining at
the end of 2007 after paying $1,885,000 in principal and $267,000 in interest.
The City is obligated to pay this balance off at a rate of 67.5% of all city sales tax
generated by Costco and 100% of all property tax. This commitment will last
until 2010 or until paid off, whichever is sooner.

In October of 1997 and as amended in November of 2000, the City and DHI-64"
& Indiana entered into a sales tax incentive agreement. This agreement was for
$2,901,246 and will have approximately $2,127,000 remaining at the end of 2007
after paying $206,287 in principal. The City is obligated to pay this balance off at
a rate of 28% of all city sales tax generated by the area. This commitment will
last until May 2013 or until paid off, whichever is sooner.

In June of 2004, the City and Kohl's Department Stores, Inc entered into a sales
tax incentive agreement. The agreement was for $1,270,000 and will have
approximately $409,000 remaining at the end of 2007 after paying $391,000 in
principal. The City is obligated to pay this balance off at a rate of 80% of all city
sales tax generated by the area. This commitment will last until paid off.

Conduit Debt Obligation

From time to time, the City has issued Industrial/Mortgage Revenue Bonds. Industrial
Bonds are issued to provide financial assistance to private-sector entities for the
acquisition and construction of industrial and commercial facilities. Mortgage Bonds are
issued to provide financial assistance to low and moderate income persons and families
in the purchase of a home. The bonds are secured by the property financed and are
payable solely from payments received on the underlying mortgage loans. Upon
repayment of the bonds, ownership of such property transfers to the person/family served
by the bond issuance. Neither the City, the State, nor any political subdivision thereof is
obligated in any manner for repayment of the bonds. Accordingly the bonds are not
reported as liabilities in the accompanying financial statements.

As of December 31, 2007, there was one Industrial Revenue Bond and several single
and multi-family Mortgage Bonds. The original note balance for the Industrial Revenue
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Bond was $3.5 million, and for the Mortgage Bonds was $92.6 million. The unpaid
balance on the Industrial Revenue Bond is $3.5 million and on the Mortgage Bonds is
$51.3 million.

Retirement Commitments

The City has adopted separate retirement or pension plans (Plans) covering all
employees, except those hired on a temporary basis.

Although it has not expressed any intention to do so, the City has the right under the
Plans to discontinue its contribution or to terminate the Plans.

Should the Plans terminate at some future time, their net assets will be used to provide
participants' benefits. Upon such termination, the assets of the Plans are to be allocated
for the benefit of each participant and the beneficiary in a manner approved by the
Internal Revenue Service.

1) Defined Benefit Police Pension Plan

The City has a single employer defined benefit plan to cover the uniformed police
officers that did not elect to participate in the Defined Contribution Police Pension
Plan that became effective January 1, 1986. In 1986, single premium group
annuities were purchased for the benefit of retired employees, beneficiaries and
terminated vested employees. After January 1, 1986, all new uniformed police
officers are participants in the Defined Contribution Police Pension Plan.

One fully vested participant remains in the Defined Benefit Plan as of December
31, 2007. The participant began receiving retirement benefits in 1997, as defined
by City ordinance. Contribution requirements of the plan were not actuarially
determined and an actuary was not used to determine the actuarial implications.

The Pension Board commissioned an actuarial valuation of the plan in the
summer of 2006. The actuarial determined that the assets of the plan, $558,000,
exceeded the present value of the retirement obligation of $480,000 to the
participating member at that time.

No contributions have been made by the participant or the City for the years
ended December 31, 2007, 2006 and 2005.

2) City of Arvada Retirement Plan — Defined Contribution Plan

Effective January 1, 1993, all eligible City employees patrticipate in the City of
Arvada Retirement Plan (CARP), a defined contribution plan.

All City full-time and part time employees except uniformed police officers, the
City Manager, and his staff, the City Attorney and Department Heads who elect
to participate in the ICMA Retirement Corporation — Money Purchase Plan, are
eligible to participate in CARP. 519 employees were participants in the plan as
of December 31, 2007. Employer contributions vest with the employee according
to the following:
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Years of Service Vesting Percentage
Less than 1 year 0%

1 year 20%

2 years 40%

3 years 60%

4 years 80%
5 or more years 100%

The plan requires covered employees to contribute 8% of their salary to the plan
and the City to contribute 10% of the compensation of all participants hired after
April 2, 2004. Employees hired on or before April 2, 2004 had a choice of
receiving a flat rate 10% contribution or receiving an age weighted, graduated
retirement contribution up to a minimum of 15%. The maximum permissible
contribution is the lesser of $40,000 or 25% of the participant's earnings for the
plan year.

Benefit payments are based upon the participant account balance as of the
valuation date immediately preceding the date of distribution. The participant
may elect to receive distribution in a lump sum; substantially equal annual, semi-
annual, quarterly or monthly installments; through the purchase of an immediate
or deferred single payment, non-transferable annuity contract; or a combination
of the above. Plan provisions and contribution requirements are established and
may be amended by City Council.

The required City contribution of $3,502,000 and employee contributions of
$2,241,000 were paid during 2007. These contributions represent 12.5% and
8% of total covered payroll, respectively. The plan investments are maintained
and administered by Fidelity Corporation.

Defined Contribution Police Pension Plan

The City provides pension benefits for all of its uniformed officers not covered in
the Defined Benefit Police Pension Plan through a defined contribution plan. In a
defined contribution plan, benefits depend solely on amounts contributed to the
plan plus investment earnings. Participants are eligible to participate from the
date of employment.

The Plan requires that the City and the participant each contribute 10% of the
participant's compensation. Participants are fully vested after five years of
continuous service. City contributions for, and interest forfeited by, employees
who leave employment before five years of service are used to reduce the Plan's
expenses. Plan provisions and contribution requirements are established and
may be amended by City Council.

149 employees were participants as of December 31, 2007. The required
contributions for the City amounted to $1,049,000 (10% of covered payroll). The
required contributions for employees were $1,069,000 (10.1% of covered
payroll). The plan allows voluntary and roll over contributions by employees.
The plan investments are maintained and administered by Fidelity Corporation.
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4)

ICMA Retirement Plan

The City provides pension benefits for the City Manager, his staff and the City
Attorney through a separate defined contribution plan which is maintained and
administered by the ICMA Retirement Corporation. Qualified employees are
eligible to participate from the date of employment. Under the plan, the City
contributes an amount equal to 10.2% of the participant's base salary. The
employees covered by this plan are not required to make a contribution.

Employees covered under this Plan are vested upon date of hire. Employees
who leave employment with the City are entitled to all contributions and interest
earnings. Plan provisions and contribution requirements are established and
may be amended by City Council.

For the year ended December 31, 2007 the City contributed $176,000 for the
benefit of the 13 participants in the Plan and the employees contributed $30,000.
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REVENUES
Interest

OTHER FINANCING SOURCES (USES)
Sale of assets
Transfers in
Transfers out
Total other financing uses
NET CHANGE IN FUND BALANCE
FUND BALANCE, BEGINNING

FUND BALANCE, ENDING

BUDGET AND ACTUAL
Year Ended December 31, 2007

(in thousands)

Variance

With Final

Budgeted Amounts Budget
Actual

Original Final Amount (Negative)
$ - $ -