Colorado Springs Utilities Interoffice Memorandum

It's how we're all connected

DATE: October 28, 2009

TO: Honorable Mayor and Members of City Couil o

FROM: Jerry Forte, P.E., Chief Executive Officer <} )

RE: AN EMERGENCY ORDINANCE OF THE Clg jF COLORADOSPRINGS,
COLORADO APPROVING A LOAN FROM THE COLORADO WATER

RESOURCES AND POWER DEVELOPMENT AUTHORITY IN THE MAXIMUM
PRINCIPAL AMOUNT OF $9,000,000 FOR THE IMPROVEMENT OF THE
UTILITIES SYSTEM OF THE CITY; APPROVING THE FORM, TERMS AND
PROVISIONS OF A LOAN AGREEMENT WITH SUCH AUTHORITY;
AUTHORIZING THE EXECUTION AND DELIVERY OF SUCH LOAN
AGREEMENT AND THE ISSUANCE OF THE CITY OF COLORADO SPRINGS,
COLORADO, UTILITIES SYSTEM IMPROVEMENT REVENUE BOND, SERIES
2009E TO EVIDENCE SUCH LOAN PAYABLE SOLELY OUT OF THE NET
REVENUES TO BE DERIVED FROM THE OPERATION OF THE UTILITIES
SYSTEM; PRESCRIBING OTHER DETAILS IN CONNECTION THEREWITH;
AND DECLARING AN EMERGENCY.

CITY STRATEGIC GOAL(S) THIS ITEM SUPPORTS:

UTILITIES” STRATEGIC GOAL(S) THIS ITEM SUPPORTS: $3: Maintain Financial Stability

SUMMARY: The attached Emergency Ordinance addresses the approval, execution and
delivery of a loan funded through the Colorado Water Resources & Power Development
Authority (CWRPDA), and the issuance of the Utilities System Improvement Revenue Bonds,
Series 2009E. The 2009E aggregate principal amount not to exceed $9,000,000 will be used to
finance the improvement of the utilities system of the City.

PREVIOUS COUNCIL ACTION: On March 24, 1998 City Council approved Ordinance 98-48
accepting a loan from the CWRPDA for the purpose of making improvements to the System,
which was amended by Ordinance 00-203 approved by City Council on December 12, 2000.

BACKGROUND:_ The Long Term Financing Plan (Plan) was presented to the Ultilities Board on
May 21, 2003 and July 16, 2003. The Plan objectives include: minimize debt costs, maintain
quality of credit ratings, balance risk/benefits and maintain flexibility. A Financial Risk
Management Policy (Policy) was developed in accordance with the Plan and Executive
Limitation (EL) 7 was revised on July 16, 20083 to conform to the Plan. The goal of the Policy is
to contain the volatility in borrowing rates within predefined limits while achieving the lowest
overall cost of capital.

ITEM NO. 6



FINANCIAL IMPLICATIONS: The 2009E bond issue will increase debt service payments over
the next 20 years.

BOARD/COMMISSION RECOMMENDATION: N/A

STAKEHOLDER PROCESS: N/A

ALTERNATIVES: The Utilities could choose not to request the loan. This alternative would
require Utilities to fund the improvement through bonds issued at a higher interest rate. This
would not be financially advantageous to the Utilities at this time.

RECOMMENDATION: Move approval of proposed 2009E Emergency Bond Ordinance.
PROPOSED MOTION: Approval of proposed ordinance.

c: Utilities’ Officer Team



ORDINANCE NO. 09-__

AN EMERGENCY ORDINANCE OF THE CITY OF COLORADO
SPRINGS, COLORADO APPROVING A LOAN FROM THE
COLORADO WATER RESOURCES AND POWER DEVELOPMENT
AUTHORITY IN THE MAXIMUM PRINCIPAL AMOUNT OF
$9,000,000 FOR THE IMPROVEMENT OF THE UTILITIES SYSTEM
OF THE CITY; APPROVING THE FORM, TERMS AND
PROVISIONS OF A LOAN AGREEMENT WITH SUCH
AUTHORITY; AUTHORIZING THE EXECUTION AND DELIVERY
OF SUCH LOAN AGREEMENT AND THE ISSUANCE OF THE CITY
OF COLORADO SPRINGS, COLORADO, UTILITIES SYSTEM
IMPROVEMENT REVENUE BOND, SERIES 2009E TO EVIDENCE
SUCH LOAN PAYABLE SOLELY OUT OF THE NET REVENUES
TO BE DERIVED FROM THE OPERATION OF THE UTILITIES
SYSTEM; PRESCRIBING OTHER DETAILS IN CONNECTION
THEREWITH; AND DECLARING AN EMERGENCY.

WHEREAS, the City of Colorado Springs, Colorado (the “City”) is a municipal corporation
and a home rule city duly organized and existing under the laws of the State of Colorado and in
particular under the provisions of Article XX of the Constitution of the State of Colorado and the
Charter of the City (the “Charter”); and

WHEREAS, the City now owns and operates a municipal water system, electric light and
power system, gas system, wastewater system and certain other systems heretofore designated by
the City Council (the “Council”) of the City (the “System”), constituting the Utilities created by the
Charter; and

WHEREAS, as of the date hereof, there are outstanding revenue bonds of the City in the
aggregate principal amount of $1,699,390,983 (collectively, the “Outstanding Parity Bonds”), which
are special obligations of the City payable from the gross revenues derived from the operation of the
System (the “Gross Pledged Revenues”), after provision is made for the payment of the operation
and maintenance expenses of the System (such remaining revenues the “Net Pledged Revenues”)
and the payment of the Qutstanding Parity Bonds is secured by a pledge of and by an irrevocable
lien on the Net Pledged Revenues; and

WHEREAS, the Outstanding Parity Bonds have been issued pursuant to ordinances
previcusly approved by the Council and a loan agreement (collectively, the “Parity Bond
Ordinances”) relating to the City’s outstanding bond payable to the Colorado Water Resources and
Power Development Authority (“CWRPDA”); and

WHEREAS, the City proposes to extend, better, otherwise improve and equip the System
and, subsequent to the date of adoption of this ordinance, to issue therefor its “City of Colorado
Springs, Colorado, Utilities System Improvement Revenue Bonds, Series 2009D-1 (Tax-Exempt)”
and its “City of Colorado Springs, Colorado, Taxable Utilities System Improvement Revenue Bonds,
Series 2009D-2 (Direct Pay Build America Bonds)” (collectively, the “2009D Bonds”) pursuant to an
ordinance adopted by the Council on September 22, 2009, which, upon issuance, will be secured by
a pledge of and by an irrevocabie lien on the Net Pledged Revenues on a parity with the lien thereon
of the cther Parity Obligations (as hereafter defined); and



WHEREAS, the City has determined to acquire, construct, equip and improve a new roof for
the water treatment plant located at the Highline Reservoir (the “Project”); and

WHEREAS, the Council has determined to enter into a locan agreement (the “Loan
Agreement”) with CWRPDA, pursuant to which CWRPDA shall loan the City an amount not {o
exceed $9,000,000 (the “L.oan”) to finance the Project; and

WHEREAS, to evidence the City’s obligation to repay the Loan, the City shall issue its City of
Colorado Springs, Colorado, Utilities System Improvement Revenue Bond, Series 2009E (the
“Bond”) to CWRPDA, which Bond shall be a special obligation of the City payable from the Net
Pledged Revenues; and

WHEREAS, the lien of the Bond on the Net Pledged Revenues shall be on a parity with the
lien thereon of the Outstanding Parity Bonds, the 2009D Bonds, any Parity Credit Facility Obligations
(as defined in the Parity Bond Ordinances) and Reserve Fund Insurance Policy (as defined in the
Parity Bond Ordinances) repayment obligations relating thereto, any Parity Financial Products
Agreements (as defined in the Parity Bond Ordinances) heretofore or hereafter entered into, and
any securities of the City hereafter issued on a parity with the foregoing (collectively, the “Parity
Obligations”); and

WHEREAS, pursuant to Section 11-57-205, Colorado Revised Statutes, as amended, the
City desires to delegate to the Mayor or the Vice-Mayor of the City the power to determine the rate of
interest on the Bond, the aggregate principal amount of the Bond, and the amount of principal
maturing, or subject to mandatory redemption, in any particular year; and

WHEREAS, the Council has determined and does hereby declare:

A. In order to meet the present and future needs of the City, it is necessary to
acquire, construct and improve a new roof for the water treatment plant located at the Highline
Reservoir, which will be a part of the System;

B. The Loan Agreement shall be executed and the Bond shall be issued for the
Project;

C. The City is not in default in making any payments required by any of the Parity
Bond Ordinances at the time of the adoption of this ordinance, including any paymenis to the
providers of reserve fund insurance poiicies required by the Parity Bond Ordinances, and no
Liquidity Provider Bonds (as defined in the Parity Bond Ordinances) are held by or on behalf of the
Liquidity Provider or the Bank (as defined in the Parity Bond Ordinances);

D. The Net Pledged Revenues derived in the Fiscal Year ending on
December 31, 2008 are not less than 130% of the Average Annual Principal and Interest
Requirements (as such terms are defined in the Parity Bond Ordinances) of the Outstanding Parity
Bonds, the 2009D Bonds and the Bond; and

E. The Chief Executive Officer of the Utilities has estimated that there will be no
increase in the annual Operations and Maintenance Expenses of the System as a result of the
expenditure of the funds proposed to be derived from the execution and delivery of the Loan
Agreement and the issuance of the Bond; and






