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City and County of Denver
AUDITOR
December 31, 2002

To the Honorable Mayor and City Council of Denver:

In accordance with the provisions of the Charter of the City and County of Denver, | herewith present the Comprehensive
Annual Financial Report of the City and County. This report shows the financial position of the various funds of the City
and County of Denver at December 31, 2002, and their related statements of financial transactions for the year then ended.

Respectfully submitted,

Donad J. Mares
Auditor

Auditor Donald J. Mares was first sworn in on July 1, 1995; his current term expires on the third Monday in July 2003.
Auditor Mares' annua salary is $107,136.



City and County of Denver
MAYOR
December 31, 2002

The Honorable Wellington E. Webb took office July 1, 1991; his current term expires on the third Monday in July 2003.
Mayor Webb's annual salary is $122,784.

MAYOR'’'S CABINET

Agency Officer and Title Annua Salary
City Attorney J. Wallace Wortham, Jr., City Attorney $137,304
Department of Aviation Bruce Baumgartner, Manager $176,844
Department of Environmental Health Chris Veasey Ph.D, Manager $115,008
Department of General Services Thomas J. Migaki, Manager $115,008
Department of Parks and Recreation James E. Megjia, Manager $115,008
Department of Public Works Stephanie A. Foote, Manager $121,200
(Deputy Mayor, $5,000 additional salary)
Department of Revenue Cheryl Cohen-V ader, Manager $115,008
Department of Safety Tracy W. Howard, Manager $129,120
Department of Human Services Donna Good, Manager $118,068
Clerk and Recorder Sherry L. Jackson, Clerk and Recorder $89,592
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City and County of Denver
ELECTION COMMISSION
December 31, 2002

The Election Commission performs duties required by State Statutes and the Charter of the City and County of Denver.
The Commission exercises and has responsibility for the following:

Conduct, management, and control of the
registration of voters;

Holding of elections - canvassing the returns;
Issuing certificates of election; and

All other matters pertaining to electionsin

the City and County of Denver.

The elected Commissioners each receive salaries of $12,324 per year. Their terms expire on the third Monday in July
2003. The Clerk and Recorder of the City and County of Denver serves on the Election Commission without additional
compensation for the extra duties fulfilled and for only as long as they hold their appointed position.

Elected Appointed

Mark Messenbaugh Jan Tyler Sherry L. Jackson
Clerk and Recorder

10



City and County of Denver
COURT SYSTEM
December 31, 2002

The Second Judicial District
The State Constitution and State Statutes establish the judicial system in Colorado. The Colorado General Assembly

creates judicia districts. The City and County of Denver comprises the Second Judicial District and must be asingle
judicial district by requirement of the Colorado Constitution.

DISTRICT ATTORNEY

Hon. William Ritter

Mr. Ritter isthe district attorney for the Second Judicial District.
The district attorney is a state official. He is the chief law
enforcement officer in the district and is responsible for
prosecuting all state criminal and juvenile matters arising in the
district.

Mr. Ritter became district attorney in June 1993; his current term
will end January 8, 2005. The district attorney’ssalary is

$136,332.
DISTRICT COURT JUDGES
Hon. H. Jeffrey Bayless, Chief Judge Hon. Michael Martinez
Hon. John W. Coughlin Hon. Robert L. McGahey, Jr.
Hon. Dianne J. Dupree, Magistrate Hon. John N. McMullen
Hon. Martin F. Egelhoff Hon. Joseph E. Meyer, 111
Hon. Jeffrey English, Magistrate Hon. R. Michael Mullins
Hon. Shelley I. Gilman Hon. Larry J. Naves
Hon. Morris Ben Hoffman Hon. J. Stephen Phillips
Hon. Robert S. Hyatt Hon. Sheila A. Rappaport
Hon. Elizabeth D. Leith, Magistrate Hon. GloriaA. Rivera
Hon. Lawrence A. Manzanares Hon. William D. Robbins
Hon. Paul A. Markson, Jr. Hon. Andre Rudolph, Magistrate
Hon. Frank Martinez Hon. Herbert L. Stern, 111

The Denver District Court is established according to the Colorado Constitution as atrial court. It has original
jurisdictionin al criminal and civil cases, except those involving probate, mental health, and juvenile matters. It has
exclusive original jurisdiction over crimes punishable by death or life imprisonment. When a vacancy occurs on the
district court, the Governor selects an appointee from alist presented by the Judicial Nominating Committee for the
Second Judicia District. The appointee serves for atwo-year term and then is up for retention in the next general
election. If retained, the judge serves a six-year term. District court judges earn $104,637 per year.

11



City and County of Denver
COURT SYSTEM - CONTINUED
December 31, 2002

PROBATE COURT JUDGES

Hon. C. Jean Stewart, Presiding Judge Hon. Sandra Franklin, Magistrate

Section 9(3) of Article VI of the Colorado Constitution created the Denver Probate Court and defines its jurisdiction.
The Probate Court has exclusive jurisdiction over “all matter of probate, settlements of estates of deceased persons,
appointment of guardians, conservators and administrators, and settlement of their accounts, the adjudication of the
mentally ill, and such other jurisdiction as may be provided by law ...."” The judges are appointed, retained and
compensated in the same manner as district court judges.

JUVENILE COURT JUDGES

Hon. H. Jeffrey Bayless, Chief Judge
Hon. Karen M. Ashby, Presiding Judge
Hon. Dana U. Wakefield, Judge

Hon. David Furman, Magistrate
Hon. Kathleen Janski, Magistrate
Hon. Bernard Messer, Magistrate

Hon. Orrelle R. Weeks, Judge Hon. Palmer Boyette, Magistrate

The Denver Juvenile Court was created by an act of the Colorado legidlature in 1903. It is the only separate juvenile
court in the State of Colorado, and is the second oldest juvenile court in the country. The Denver Juvenile Court is part
of the state judicia system, and as such, its judges are appointed in the same manner as district court judges. Juvenile
court judges earn $116,844 per year.

COUNTY COURT JUDGES

Hon. Raymond N. Satter, Presiding Judge Hon. Alfred C. Harrell

Hon. Andrew S. Armatas Hon. Claudia Jordan

Hon. Larry L. Bohning Hon. John M. Marcucci

Hon. Kathleen M. Bowers Hon. Melvin Okamoto

Hon. James B. Breese Hon. Aleene Ortiz-White

Hon. DorisE. Burd Hon. Robert L. Patterson

Hon. Brian T. Campbell Hon. Catherine Cary, Magistrate
Hon. Mary Celeste Hon. Claire F. Mootz, Magistrate
Hon. Robert B. Crew, Jr. Hon. Mark Muller, Magistrate
Hon. Arthur L. Fine Hon. Howard Slavin, Magistrate

Hon. Herbert Galchinsky

The Denver County Court isthe largest limited jurisdiction trial court in the state. It hears both city ordinance and state
statutory violations. When vacancies on the bench occur, the Mayor selects an appointee from alist of prospective
candidates presented by the Denver County Court Judicial Nomination Commission. Newly appointed judges serve a
two-year provisional term. Judges who wish to remain on the bench for additional four-year terms must run for
retention in the November general election. All judges earn $116,844 per year.

12



City and County of Denver
BOARDS AND COMMISSIONS
December 31, 2002

Board of Adjustment for Zoning Appeals This five member board with two aternates is authorized

Dixie Trimble, Chair
CharlesR. Cousins, Alternate
Jon Hindlemann

Sharron Klein

William McMullen, Alternate
Ben Romero

Barbara Shecter

Board of Appesals
Elaine Carr

Jaren Ducker
Eugene Goldberg
Clifford E. Hennig
Ralph Nordhauser
Nathaniel Orr
Gregory A. Schmidt
Harvey Swan

Board of County Commissioners
Cheryl Cohen-Vader, Chair
Stephanie Foote

Sherry Jackson

Tom Migaki

Hon. Cathy Reynolds

Board of Employee Assistance
George Rock, Chair

Wayne Cauthen

Hon. Donald J. Mares

Hon. Cathy Reynolds

William Saslow

Board of Environmental Health
Merril Stern, Chair

Leo K. Goto, Vice-Chair

Dr. Lloyd Burton, Ph.D.
AnnaJo Haynes

Janine Pryor

by the City and County of Denver (City) Charter and
governed by Section 59-51 et seq. of the Denver Revised
Municipal Code (RMC). The Board meets each week on
Tuesday to hear and decide appesals relating to the Zoning
Code. The board is quasi-judicid and may review
decisions of the Zoning Administrator, grant variances to
the Zoning Code or authorize specia use exceptions.
Board members are appointed by the Mayor and serve
staggered five year terms. All members are compensated.
The board is supported by an independent agency with a
full time staff of four persons.

This board consists of five members and up to three
aternates. It is authorized by ordinance and created under
Section 112 of the City’s Building Code. All members are
appointed by the Mayor for three year terms. Board
members receive $35 per meeting. There are three ex-
officio members: the secretary, a representative from the
City Attorney’s office and a representative from the fire
department. The board hears appedls and may grant
variances regarding decisions by the City's Building
Department. The board also hears fire prevention appeals
recommended by Manager of Safety.

Authorized by Charter pursuant to Colorado Statute, the
Board of County Commissioners sits as the Board of
Equalization. Duties include the power to rent, lease or
sl real estate for which title is conveyed to the City by
tax deed. The board may sell and dispose of any tax
certificates held or owned by the City issued for the cost
of public improvements of general taxes. They may
reinstate any property sold for public improvement taxes.

Board members are appointed by the Mayor from the
following areas. one member of the City Council, Mayor’'s
Chief of Staff, the Auditor, and two members of the Denver
business community, one of whom must be a part of an
organization with an existing employee assistance program.
Members of the board serve without compensation. The
board advises the Director of Employee Assistance in
defining the program and policy direction of the Office of
Employee Assistance.

Authorized by Charter, Section A8, the board is composed
of five members appointed by the Mayor and confirmed by
City Council. The board acts as the local board of health
for Denver County, adopts rules and regulations, grants
variances from Department of Environmental Health laws,
and hears appeals to decisons made by the Manager of
Environmental Health. Board members are appointed to
serve staggered five-year terms.

13



City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED
December 31, 2002

Board of Ethics

Harry Maclean, Chair
Denise Maes

Carolyn Lievers, Esq.
Charles F. Savage, Esg.
Christopher Weimer

Board of Human Services

Virginia Castro James Lyday

Vicki Jordan Susan Stern
Marjorie B. Lewis MariaVilla-Martinez

Board of Parks and Recreation

Tim Celesta, President Jim Johnson

Sam R. Batey Ayo Joyner
William Bessesen CarlaKolomitz
Karla Breitenstein Florence Navarro

Jeff Dawnson John Prosser
Dan du Bois Sal Rivera
Mary Ewing Richard Sanchez
Royce Forsyth Christine Smith
Diane Godeaux Jm Zavist
Donna Hultin

Board of Water Commissioners

Dan Muse, President William R. Roberts
Richard A. Kirk Andrew Wallach
Denise S. Maes

Career Service Board
Michael Salazar, Co-Chair
Ashley Rae Kilroy

Phong V. Ngo

Kristin Frank Rozansky

Cherry Creek North Design Advisory Board

Jonathan Saiber, Chair TomKlein
Bob Beadll Kathy Lingo
Lawrence Covell Phil McCurdy
Peter Culshaw Susan Walsh

14

The Board of Ethics renders advisory opinions to current
and former officers, officias, and employees of the City
pursuant to Section 2-54 of the RMC. These opinions are
given upon written request. Hearings are held on the first
Tuesday of each month in which requests are made. The
board is promulgated by Section 2-53 of the RMC. Each
member serves a four year term and does not receive
compensation.

Authorized by Charter, Section A15.2, board members are
appointed by the Mayor and serve five year terms. The
board is advisory and reviews and comments on the
Department of Human Services' budget.

Established by Charter, Section A4.3, this advisory board
includes up to five citizens appointed by the Mayor, one
citizen appointed by each City Council member, and one
Denver Public School Board member appointed by the
Denver Public School Board. Members do not receive
compensation and serve at the pleasure of their respective
appointing authorities. The board advises the Manager of
Parks and Recreation on department operations, policies,
and reviews the annual budget.

Authorized in the Charter, Sections C4.14 through C4.35,
the five board members are appointed by the Mayor for
six-year terms. They are paid at the rate of $600 per year
and meet twice a month. The board has complete charge
and control over the City’ swater system.

This five member board is appointed by the Mayor for
five year staggered terms. The board is a policy making
group. Members receive $150 per meeting plus reasonable
expenses. Authorized by Charter, Section C5.25, the
board makes rules that provide for efficient personnel
management, that ensure appointments are made solely
upon merit and fitness, that dismissals are only for cause,
and that employees are not discriminated against. The
board hears appeals of decisons made by the Career
Service Authority Hearings Officer.

Authorized in the RMC, Section 59-530, the board
consists of eight members appointed by the Mayor as
nominated by the board of Cherry Creek North Business
Improvement District. Members serve three-year terms.
The purpose of this board is to advise and assist the
planning office in their review procedures.



Civil Service Commission

Kelly J. Brough
Cecilia E. Mascarenas
Christopher H. Olson
Ellen Reath

Samuel Williams

City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED
December 31, 2002

Commission on Art, Culture, and Film

Mariner Kemper, Chair

Hon. Raymond D. Jones, Vice-Chair

PatriciaD. Baca
Ron Bernstein
Jody Chapel

Noel R. Congdon
DonnaD. Dewey
Rosalind Harris
LisaHerzlich
Chiyo Horiuchi

Commission on Aging
Eileen Doherty, Chair
Patricia Applebaum
Shirly Berens
Connie Barnes

Sgt. Harold Chatman
Vincent Clarkson
LindaDee

Ernestine Hale
Phyllis Hirschfeld
Vicki Jordan

Commission on Y outh
Jason Martinez, Co-Chair
Adam Brickner

Sam Butler

Jerry Duran

Tamoi Elliot

Jenny Guo

Noelle Guernsey

Charles Hegarty

Nefertiti Kiel

Deborah Jordy
Taffy Lee
Joyce Patterson
YrmaRico
Barry Rose
Lewis Sharp
Ron Schwab
Chris Wineman

Bonnie Kelly

Doris Puga

Julie Rendon

Irene Romero

Tina Segura

Glenda Stephens

Ruth Suekama

Abel Suazo

Karen Thies-McWilliams
Julius Zsako

Vicki Leigh

Katheryn Mangano Ames
Kristen McGourty
Kenneth Orlin

Mary Clair Stevens
Terry Vlasin

Amanda White

Ben White

Authorized by Charter, Section C5.54, the commission
members receive compensation of $100 per day plus
expenses for each meeting or hearing. Members serve two
year staggered terms. The Mayor appoints two members,
City Council appoints two members, and the fifth
Commissioner is nominated by the Mayor and appointed
by City Council. The commission creates digibility lists
for appointments and promotions in the police and fire
departments, and conducts disciplinary appeal hearings for
classified members of the departments.

Authorized by Ordinance No. 718, series of 1991, up to
eighteen members serve three year staggered terms and do
not receive compensation. The commission advises the
Mayor and City Council regarding the special problems of
its constituent group; recommend necessary procedures,
programs, legidation or administrative action; promote
and ensure equal rights and opportunity; and annually
recommend goals and objectives of the commission.

The Commission on Aging was created by Ordinance
No. 231, series of 1984. It consists of up to 21 members
appointed by the Mayor and confirmed by City Council.
Members receive no compensation except for expenses.
The commission advises the Mayor on issues related to
older adults. The commission advocates, educates, and
networks with older adults in partnership with public,
private, and non-profit organizations concerned with

aging.

The Mayor, from recommendations of citizens, schools,
and community organizations, appoints the up to 21
member commission. Members receive no compensation
and they serve a the convenience of the Mayor.
Commissioners include adults and youths. They advise the
Mayor and the commission on issues related to youth and
recommend policies and programs. This advisory
commission was established by Ordinance No. 231, series
of 1984.

15



City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED

Denver Capital Leasing Corporation Board
Samud David Cheris

Corndl Jacques

Candy Meininger

Denver Workforce Development Board
S.R. “Rollie” Heath, Chair  Maureen McDonad

Ronald K. Abo James Mgjia
Erlinda Archuleta Ron Montoya
Genor Carter Leslie Moody
David J. Cole Jo Dawn Newlon
Timothy P. Connors Donald Peitersen
Juanita Cox-Burton Janell Peterson

Karen Ferrington William R. Roberts

F. Daryl Gatewood Julie Rubsam
Carol Hedges Tina Segura

Doug Hoover Susan Spancers
George Kuwamura David L. Stevens
Marlette Lacey Luong (Lou) T. To
Jessicalee Estevan Trujillo
Gail Lindley Monigque A. Tuttle
Dr. Mark E. Litvin Sheelagh Y oung
Harry Lucero

Firefighters Pension Fund

Hon. Wellington E. Webb, Chair
Lt. Michiel C'DeBaca

Cheryl Cohen-Vader

Asst. Chief Thomas Corner
Chief Rodrick A. Juni€l

Hon. Donald J. Mares

Aristedes W. Zavaras

16

December 31, 2002

The Denver Capital Leasing Corporation is a nonprofit
corporation formed pursuant to Colorado law. The
purposes of the corporation include acquiring interests in
personal and rea property, constructing, renovating or
insgtalling improvements, and leasing or otherwise
conveying those interests in persona and real property
and improvements to the City.

Authorized and mandated by federal law, this up to 36
member voluntary board provides program oversight and
policy guidance for federal, state and locdly funded
workforce development programs. Members are appointed
by the Mayor for a two-year terms. More than haf the
board must be comprised of private sector employers, and
the chair must aso be from the private sector. Meetings
are held at least quarterly and task forces of the board
meet as necessary.

The authority for and make up of this board is defined in
Colorado Statute. The board members do not receive
compensation. The purpose of the board is to review and
act on petitions made for pension benefits.



City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED
December 31, 2002

Denver Art Museum, Inc., Board of Trustees
Frederic C. Hamilton, Chair Mariner Kemper
Mark P. Addison J. Landis Martin
David E. Bailey Frederick R. Mayer
Nancy Lake Benson Richard McCormick
Cortlandt S. Dietler Wayne W. Murdy

B. Grady Durham Kathryn A. Paul
Suzanne Farver Thomas A. Petrie
Cathey M. Finlon Scott Reiman
Charles P. Gallagher Robert S. Rich

Richard L. Robinson
Theresa E. Romero
Walter Rosenberry, I11
Marilee A. Utter
James F. Williams, 11
Daniel W. Y ohannes

Diane M. Greenlee
Jhon D. Goes In Center
John W. Hickenlooper
Arlene Hirschfeld
Sarah A. Hunt

James P. Kelley

Denver Commission for People with Disabilities
Fred Criswell, Chair Chief Rod Juni€l
LaVerne E. Buchanan-Donelson

Sharon Chaddick Joseph Sims
Jeffrey Harnden Chief Gerald Whitman
Sueann Hughes

Denver Community Corrections Board
Jane Prancan, Chair Edward Mansfield

Rich Davis Jeaneene Miller

Susan Donovan Norman Moon

Jim Dumas Morris Murray

Linda Ferry Fred Oliva

Donna Hamburg Ed Ray

LindaHurd Lamar Sims

Franklin Jackson Diane Tramutola-L awson
Tracie Keesee Maurice Williams

Denver County Court Judicial Performance Commission

NoraD. Kimball, Chair Chris Miranda
Dennis Jakubowski Hon. R. Michagl Mullins
Raobert Johns L ee Rudofsky

Hon. Raymond Satter, Presiding Judge

The Board manages the Denver Art Museum under a
contract with the City. Its members serve without
compensation.

Honorary Trustees
Hon. Wellington E. Webb
Robert L. Silber

The authority for the commission isin the RMC, Sections
28-20 through 28-23. Members are appointed by the
Mayor and serve three-year terms, without compensation.
The commission advises the director of the Agency for
Human Rights and Community Relations of the special
problems of this constituent group, recommends work
programs for the agency, and proposes goas and
objectives of the commission.

Authorized by State Statute, this board reviews all matters
relating to community corrections and advises the City on
actions to be taken to accomplish the board's obligations.
The board acts for the citizens to ensure protection of the
community, to safeguard rights of the residents, and to
provide for needs of offenders under the program.
Members are appointed by the Mayor and serve staggered
four year terms.

Authority for this commission is found in the Colorado
Congtitution and Statutes, and the City Charter. There are
up to seven members appointed by the Mayor for four
year terms. The presiding county court judge is an ex-
officio member. Members receive no compensation. The
purpose of the commission is to receive, evaluate, and
resolve complaints received concerning conduct of county
court judges and magistrates.
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City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED
December 31, 2002

Denver Employees Retirement Board
Edna Doyle, Chairperson

Irving Hook

Steve Hutt

Bonney Lopez

Jerry Waddles

Denver Health and Hospital Authority Board

Paula Herzmark, Chair Johnny Johnson, M.D.
Bruce Alexander Richard Krugman, M.D.
Dawn Bookhardt Bruce M. Rockwell
Gene Copeland Barbara Y ondorf

Tony Hernandez

Denver Landmark Preservation Commission
TinaBishop, Chair Barbara S. Norgren
W. Bart Berger Jm Paulll

Brad Buchanan Christopher Smith
Barbara Sudler Hornby Eleanor Vincent
Stephen J. Leonard

Denver Museum of Nature and Science Board of Trustees
Michael G. Wilfley, Chairman

Thomas C. Fries, Vice Chairman

Sue Anschutz-Rodgers Gail Heitler Klapper
Patricia Barela Rivera Harry T. Lewis, Jr.
PamelaD. Bearddey Nancy Leprino Henry
Anthony M. Combs Mary Pat Link
Cortlandt S. Dietler M. Thomas Marsh
Peter Dea Eric Sipf

Philippe Dunoyer Thomas Swanson
John A. Ferguson, 111 SondraM. Talley
Charles R. Hazdlrigg Robert N. Thomson
L. Douglas Hoyt LindaWilliams
Wayne Hutchens

Denver Urban Renewal Authority

James Cowperthwaite Howard Rathe
R. L. Deane John Shaw
Tracy Jenkins Willie Shephard
Mary F. Kelley Tom Stokes
Chris“Jim” Martinez Sharon Vigil
Francis McDonad
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The retirement board is established by RMC, Section 18-
405. The retirement plan is administered by five members
all appointed by the Mayor for six years. Board members
receve $92 per meeting. Active members of the
retirement plan who serve as board members do not
receive any compensation. The retirement board invests,
administers, and manages the trust fund to provide
pension benefits to its members.

Authorized by Colorado statute, C.R.S. 25-29-101, this
board governs the functions of the Denver Hedth and
Hospital Authority, which was created on January 1,
1997. The board appoints the Chief Executive Officer of
the Denver Hedth and Hospital Authority. The Mayor
appoints the members, with approva by the City Council,
to serve staggered five-year terms. Members do not
receive compensation.

This commission was created by ordinance in 1967. Up to
nine members are appointed by the Mayor and serve three
year terms without compensation. The purposes of the
commission include: identify and preserve significant
structures and districts by recommending their designation
for preservation; review design changes to designated
properties;, and develop policy regarding preservation
issues.

The board manages the Denver Museum of Nature and
Science under a 1933 contract with the City. Its members
serve without compensation.

Trustees Emeritus
Brown Cannon
Deborah B. Chastain
Alvin L. Cohen

Charles C. Gates
Richard L. Gooding
William W. Grant

Jeffrey H. Coors Rabert Perrin Hackstaff
William K. Coors Roger D. Knight
Bruce Eaton Dines W. Scott Moore
Christopher Dobbins Raobert T. Person

Joan Donner Irving J. Shwayder
David Dorn William Sinclaire, I
Hubert A. Farbes Lenore T. Stoddart

Authority for this board is found in State Statute and City
Ordinance. The 11 members are appointed by the Mayor
and approved by City Council. Their terms are for five
year staggered periods and they are not compensated. The
board plans and completes urban revitalization programs
for substandard areas within the City.



City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED
December 31, 2002

Denver Zoologica Foundation, Inc., Board of Trustees

John C. North, Ill, Chair
Matthew Autterson

Dr. PatriciaBaca
Raymond T. Baker
Rollin D. Barnard
Bruce D. Benson
Joseph B. Blake

Dr. David A. Chiszar
James P. Craig

Keith C. Douglass
Charles R. Frederickson
Kevin Gallagher
Bei-Lee Gold

Patrick E. Green

Carla Lucero-Kolomitz
Donad L. Kortz

Holly K. Kylberg
Robert J. Malone
DelisaA. Mayer
JamesE. Mgjia
Kathleen M. Ogsbury

Library Commission

Mary Lou Paulsen
Marynelle C. Philpott
Edward A. Robinson
Carol R. Roddy
Mary Rosenberger
Meyer M. Saltzman
George J. Schmitt
Michael J. Shaw
Thomas A. Siratovich
Syl Morgan Smith
Sharon K. Swiatek
Frederick B. Taylor
Robert A. Taylor
DVM M.S.
Andrew D. Van Gilder
Bruce S. Wagner
Dr. Jerome F. Wartgow
Joseph G. Webb
Robert S. Woodruff
Dr. Albert C. Y ates
Evan Zucker

Wesley A. Brown, President
Landri C. Taylor, Vice President

Marilyn Amer, Secretary Eric J. Duran
Marcy Benson Ann Kirchhof
Jaren J. Ducker Edward Schenck

Mental Health Corporation Board of Directors

Vel Garner, Chair Nancy Gary
Larry Fullerton, Secretary Gary May, M.D.
Elaine Silburn, Treasurer Floyd Simmons
L awrence Beer Robert Smink
Edith Brinkman Vi Swenson
Elenora Crichlow Chuck Williams

Kateree Davis

Winter Park Trust for Parks and Recreation
Georgeann Becker

Cheryl Cohen-Vader

Jennifer Moulton

Under a revised cooperative agreement executed in
November 1998, the Denver Zoologica Foundation, Inc.,
acts as an agent on behalf of the City to maintain,
administer, manage, operate and control the Denver
Zoological Gardens. The number of board members
varies. They serve staggered terms and do not receive
compensation.

Honorary Life Trustees
Robert G. Bonham
Robert P. Davison
Ruth M. Keedling
William H. Kistler
Gene N. Koelbel
James B. Kurtz
Conrad M. Riley, M.D.
CharlesL. Warren

This commission was established by City Charter, Section
A14.6, in 1904. The eight members, appointed by the
Mayor, serve four year terms without compensation. The
commission is responsible for the governance and policy-
making of the Denver Public Library.

Private and public mental health service providers, City
and State officias, funding agencies, and advocacy groups
nominate members. The Mayor appoints and confirms the
members. Members terms are staggered at intervals and
they are not compensated. The commission was created by
ordinance to advise the State Division of Mental Hedlth
and to submit an annual plan with recommendations for
the allocation of state funds within the City for community
mental health programs.

Established by RMC Section 39-153 in 1994, the three
trustees are appointed by the Mayor and confirmed by
City Council. The trustees serve non-concurrent four year
terms without compensation. The trustees are charged
with the responsibility to manage the trust fund.
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City and County of Denver
BOARDS AND COMMISSIONS- CONTINUED
December 31, 2002

Neighborhood Health Program, Inc. Board of Directors

Wes Martin, Chair Diane Lyons
Linda Acosta Sarah Jane Manczur
Dean Brown VirginiaMedina
Rose Chavez Robert Sawyer, 111
Al Despin Vi Swenson

Jerry Lawson

Planning Board

William Hornby, Chair Joyce Oberfeld
Jan Belle Bruce O' Donnell
Fred Corn Jim Raughton
Patricia Cortez Dr. Robert Wright
Daniel Guimond Vacant

Mark Johnson

Police Pension and Relief Board
Tracy Howard, Chair

Sgt. Brian Deasy

Capt. Brian Gallagher

Det. David Kechter

Michagl Morahan

Public Safety Review Commission (PSRC)
Brian Muldoon, Chair

Wayne Vaden, Vice Chair

Roxane D. Baca

Raobert Espinoza

Karen Howard

Rev. Willie D. Simmons

Darius Smith

Welfare Reform Board

Virginia Castro Shepard Nevel
Hon. Allegra“Happy” Haynes LisaRoy
Elizabeth Horn Paula Sandoval
Marsha Franklin

Mark Litvin, Ph.D.
Hon. Ramona Martinez

Margaret Zertuche
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ChrisVeasey, Ph.D.

The federal grant providing for the Neighborhood Health
Program requires resident consumer participation on this
board. The board reports to the Denver Health and
Hospital Authority Board. They are appointed by the
Mayor and serve three year terms.

This board, pursuant to the RMC, provides citizen advice
on City planning to the Mayor and City Council. The
board consists of 11 members appointed by the Mayor.
They are not compensated, serve staggered three year
terms, and hold at least 24 meetings a year. The board's
functions include maintaining the Denver Comprehensive
Plan, advice on capital improvements, and recommend to
the City Council planned unit developments and
amendments to the comprehensive plan.

Section C5.37 of the Charter creates this board. Members
serve without compensation. Three board members are
elected by the rank and file and serve one year terms. The
other members include the Manager of Safety and a
designee, who also serve a one year term. The board is
responsible for granting relief and pensions to members of
the police department and their dependents.

Created by ordinance in 1992, the seven members of this
commission are appointed by the Mayor and confirmed by
City Council. Members serve two to four year terms
without compensation. The PSRC is an independent body
of civilians that receives complaints from citizens about
Denver palice officers and sheriff’s deputies dealing with
allegations of excessive or unnecessary force, harassment,
abusive treatment, and may review Denver police and
sheriff investigations.

The board, established by Ordinance 673, series of 1997,
is comprised of 11 members. Members serve staggered
terms of two, three, or four years, without compensation.
The board promulgates and adopts policy, rules, and
regulations pertaining to the functions, duties, and
responsibilities related to welfare reform consistent with
state and federal law. The board approves the annua
performance contract between the City and the State.
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City and County of Denver

201 West Colfax Ave., Dept. 705 e Denver, Colorado 80202 e 720.913.5000, FAX 720.913.5247

Donald J. Mares
Auditor

June 12, 2003

Citizens of the City and County of Denver
Honorable Mayor and
Honorable Members of Council

State law requires the City and County of Denver (City) to publish within seven months of the close of the fiscal year a
complete set of financia statements presented in conformity with accounting principles generally accepted in the United
States of America (GAAP) and audited in accordance with generally accepted auditing standards by a firm of licensed
certified public accountants. This report is prepared by the Office of the Auditor according to Article 5 of the City’s
Charter. Pursuant to the requirements, | hereby issue the comprehensive annual financial report (CAFR) of the City for the
fiscal year ended December 31, 2002.

This report consists of management’ s representation concerning the finances of the City. Responsibility for the accuracy
of the data and the compl eteness and fairness of the presentation, including all disclosures, rests with the management of
the City. To provide areasonable basis for making those representations, management of the City has established a
comprehensive internal control framework that is designed both to protect the government’ s assets from loss, theft, or
misuse and to compile sufficient reliable information for the preparation of the City’ s financial statementsin conformity
with GAAP. Because the cost of internal controls should not outweigh their benefits, the City’ s comprehensive framework
of internal controls has been designed to provide reasonable rather than absolute assurance that the financial statements
will be free from material misstatement. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in al material respects.

KPMG LLP, afirm of licensed certified public accountants have audited the City’ s financial statements. The goal of the
independent audit was to provide reasonable assurance that the financial statements of the City for the fiscal year ended
December 31, 2002 are free of material misstatement. The audit involved examining, on atest basis, evidence supporting
the amounts and disclosuresin the financial statements; ng 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 and County of
Denver’sfinancia statements for the year ended December 31, 2002 are fairly presented in conformity with GAAP. The
independent auditors' report is presented as the first component of the financial section of this report.

The City undertakes a single audit in conformance with the Single Audit Act Amendments of 1996 and U.S. Office of
Management and Budget (OMB) Circular A-133, Audits of States, Local Government, and Non-Profit Organizations. The
results of this single audit, including a schedule of expenditures of federal awards, and the independent auditors’ reports
on the City’ sinternal controls and compliance with legal requirements, with special emphasis on internal controls and
legal requirementsinvolving the administration of federal awards, are available in the City’s separately issued Single
Audit report.

Thisisthefirst year the City has prepared the CAFR following the new financia reporting model requirements
promulgated by GASB Statement No. 34, Basic Financial Satements-and Management’ s Discussion and Analysis-for
Sate and Local Governments; Statement No. 36, Receipt Reporting for Certain Shared Nonexchange Revenues, Statement
No. 37, Basic Financial Satements—and Management’s Discussion and Analysis—for Sate and Local Governments:
Omnibus; Statement No. 38, Certain Financial Satement Note Disclosures, Statement No. 39, Determining Whether
Certain Organizations are Component Units; Statement No. 41, Budgetary Comparison Schedules — Per spective
Differences; and Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expendituresin
Governmental Fund Financial Satements. The changes required by these statements are extensively described in the
notes to the financial statements.
22 The auditor's Office is the independent steward of the City's financial information and resources.
We are committed to providing quality service and full accountability.



GAAP require that management provide a narrative introduction, overview, and analysis to accompany the basic financial
statements in the form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement MD&A and should be read in conjunction with it. The City’s MD&A can be found immediately following
the report of the independent auditors.

GOVERNMENT STRUCTURE

The City islocated on the eastern slope of the Rocky Mountains in the north-central part of Colorado. The City isthe
capital of the state, aswell asit isthe service, financial, transportation, and distribution center of the Rocky Mountain
region. Over one-half of the population of the state resides in the Denver metropolitan area, which includes the counties of
Adams, Arapahoe, Boulder, Broomfield, Denver, Douglas, and Jefferson.

The City was incorporated on November 7, 1861, by a special act passed at the first session of the Legislative Assembly
of the Territory of Colorado. The Colorado State Constitution was adopted on March 14, 1876. The Territory of Colorado
was admitted into the Union as a state by proclamation of President Grant on August 1, 1876. Article XX (the “home-
rule’” amendment) was added to the State Constitution at the state’ s general election in November 1902. The City was
reorganized there under as the consolidated municipal government known as the City and County of Denver and exists as
a“home-rule city” under the City Charter adopted by the qualified el ectors of the City on March 29, 1904, as amended
from timeto time. The City is a single governmental entity performing both municipal and county functions.

A nonpartisan elected mayor and thirteen-member council governsthe City. The Mayor isthe chief executive, exercising all
administrative and executive powers granted to the City, except as otherwise delegated by the City Charter. The legidative
powers of the City are vested in the City Council. The City has an elected Auditor who, as the accountant for the City, has
general powers as authorized by the City Charter to account for revenues and expenditures. All elected officias termsare
concurrent and last four years and each position is subject to term limits of 12 years.

The City provides afull range of servicesincluding: police and fire protection; the construction and maintenance of
highways, streets and other infrastructure; and recreational activities and cultural events.

The City maintains budgetary controls that have the objective of ensuring compliance with legal provisions embodied in the
annual appropriated budget submitted by the Mayor and adopted by the City Council. All activities of the General Fund and
Human Services special revenue fund are included in the annual appropriated budget except for capital outlay. Project-length
budgets are adopted for the remaining special revenue funds and capital project funds. Budgetary control (the level a which
expenditures and encumbrances cannot legally exceed the appropriated amount) is established at the department level within
individual funds, except for special revenue and capital project funds, which are at the funded project level. Disbursements
that would result in an overrun of funded project balances (budgets) are not released until additional appropriations are made
available. At year-end, if additional monies have not been appropriated where needed, expenditures are properly reflected in
the current period causing an over budget condition to exist. Open encumbrances are reported as reservations of fund balance
at December 31, 2002, that automatically carry forward to subsequent years.

IMPACTS ON FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is considered from the broader
perspective of the specific environment within which the City operates.

The City is the center of economic activity of the region, serving as a business, recreational, higher educational and
cultural hub. Magjor features of the economy include the central business district, state capital, Denver International
Airport, extensive library facilities, several professional sports teams, institutions of higher learning, and numerous
museums and other cultura facilities. The economy of the metropolitan area generally mirrorsthat of the state. The state’s
economy at the end of 2002 showed some encouraging signs: stable employment from August through November;
expanding manufacturing activity; and DIA passenger traffic returning to pre-September 11 levels. Colorado’ s Office of
State Planning and Budgeting (OSPB) predicts the Colorado economy will experience slow growth during the first six
months of 2003 and will not strengthen significantly until later in the second half of the year.

Construction. Construction activity remains an integral component of the metropolitan area’ s economic condition.
Residential housing permits statewide decreased by 12.9% in 2002 and the value of nonresidential construction declined
22%. The forecast for the construction industry throughout the state calls for further slowing throughout 2003 into 2004.
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Personal Income and Wages. The OSPB forecasts personal income will show an increase of 1.0% in 2002. Wages are
expected to reflect a decline of 1.4% for the year. Income growth in contrast to lower wages is the result of transfer
payments, i.e. unemployment insurance, were up in 2002.

Consumer Spending. Through most of 2002 retail sales statewide continued to decline. For the year, retail sales were
down 0.7%. In December, however, retail sales were 32.4% higher than in December, 2001.

Debt Administration (Provided by Cheryl Cohen-Vader, Manager of Revenue). At December 31, 2002, the City had
$280,505,000 of Genera Obligation Bonds outstanding. In addition to this amount, capital appreciation on the Series
1990B, 1992E and 1999A Genera Obligation Mini-Bonds totaled $6,417,000. In 2000, Denver voters approved the
issuance of $124,505,000 of General Obligation Bonds for the purpose of improving the Denver Art Museum and the
Denver Zoological Gardens. There were $43,500,000 of un-issued General Obligation Bonds attributed to this
authorization remaining at year-end, all of which were attributed to the Denver Zoo Project. In addition, $205,480,000 of
General Obligation Water Bonds issued by the Denver Board of Water Commissioners, payable from revenues derived
from the City’ s water system, were outstanding at year-end.

In November 2002, Denver voters approved the issuance of $25,000,000 of General Obligation Bonds to provide a
portion of the funds needed to renovate the Quigg Newton Denver Municipa Auditorium. In March 2003, $35 million of
General Obligation Bonds were issued. As the result of the 2003 transaction, all General Obligation Bonds have been
issued from the 2002 authorization and there remains $33.5 million from the 2000 authorization for the Zoo.

The City’ s Charter restricts General Obligation Bonded Debt to three percent of the actual value of the taxable property
within the City. General Obligation Water Bonds are excluded from this limitation. At December 31, 2002 the City’s
General Obligation Bonded Debt, including capital appreciation of the General Obligation Mini-Bonds, subject to this
restriction was 16% of the $1,598,061,000 three-percent limitation amount. By standard measures used by the primary
credit rating agencies to assess debt (e.g. fund balance as a percent of operating revenues, debt-to-assessed ratios, debt per
capital, etc.), Denver’s debt is considered moderate in comparison with similarly sized cities.

The City has issued Revenue Bonds that the sole source of repayment is from three primary sources of pledged revenues.
Approximately $4.1 billion of Airport System Revenue Bonds and Commercial Paper issued for and on behalf of Denver
International Airport were outstanding at year-end. The repayment of these obligationsis solely from the revenues of the
Airport Enterprise. In addition, there are approximately $358,575,000 of Excise Tax Revenue Bonds outstanding at
December 31, 2002. The revenues pledged towards the repayment of these bonds are specific excise taxes of the City. In
2002, the City issued its first series of revenue bonds for its Wastewater Enterprise in the amount of $30,700,000 for the
purpose of funding capital improvement storm water projects. Annua Storm Water and Sanitary Sewer Fees are the
pledged revenues for the repayment of these bonds.

Cash Management (Provided by Cheryl Cohen-Vader, Manager of Revenue). The City’s Charter regulates investment
securities the City may acquire with idle cash. In 2002, Denver voters approved a Charter amendment that authorized two
additional securities as permissible investments for the City. These securities are highly rated municipal securities and
money market funds that purchase only the types of securities otherwise specified within the Charter. In addition to these
two securities, permissible investments under the Charter are obligations of the United States Government, its agencies,
and sponsored corporations, prime bankers acceptances, prime commercial paper, certificates of deposit issued by banks
and savings and loan institutions, repurchase agreements, security lending agreements, and other similar securities as may
be authorized by ordinance. The City Council has adopted an ordinance authorizing the investment of City moneysin
Resolution Funding Corporation (REFCORP) Securities, Forward Purchase Agreements, and Debt Service Reserve Fund
Put Agreements, all of which are either issued by a U.S. Government Corporation or are collateralized by security types
aready authorized by the Charter. The City is not permitted to leverage its investment portfolio. The size of the
investment portfolio managed by the City Treasurer ended the year with a book value of $1,756,824,000 compared to
$1,859,258,000 for the prior year.

The aobjectives of the City’ sinvestment policy, in order of priority are to maintain principal, to ensure the availability of
funds to meet obligations promptly, and to maximize yield on the investment portfolio. Bank deposits are either insured
by federal deposit insurance or collateralized according to state law. Investments are held at athird party bank in a
safekeeping account in the City’ s name.
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Risk Management. The City uses a combination of self-insurance and commercial insurance for workers compensation,
general liability, and liability and physical damage on vehicles. This plan to cover potential lossisadirect result of the high
cost of insuring the City. As part of this plan, resources are accumulated in the General Fund and Workers Compensation
internal service fund to meet potential losses. Unless insurance rates lessen dramatically, it is expected that the City will
continue to be self-insured in certain instances.

Pension Plan Operations. Employees of the City are generally covered by one of three retirement plans. The Water Board
Retirement Plan (Board Plan), asingle employer plan, covers substantially al Water Board employees. The State of
Colorado - Fire and Police Pension Plan (State Plan) coversfire fighters and police officers. This planisa cost sharing,
multiple-employer public employee retirement system. The State Plan is affiliated with the Fire and Police Pension
Association (FPPA). Therest of the City’s employees are covered primarily by the Denver Employees Retirement Plan
(DERP), asingle employer plan.

Departmental Focus. Each year, the annual financia report spotlights one City Agency. Thisyear’s report takes alook at the
Department of Human Services.

The Department of Human Servicesis a 1,300-employee agency that serves as a helping hand to Denver’ s neediest and
most vulnerable residents. Based in the Sun Valey neighborhood in West Denver and in satellite offices throughout
Denver, the department works with a broad array of community partners to support Denver’s families, children, youth and
adults.

Human Services promotes economic independence among Denver’ s needy families by helping them with housing, food,
family counseling, job training, healthcare, childcare and job transportation as they work toward self-sufficiency. They
make every effort to ensure the safety of Denver’s children by working with their families and communities to prevent
child abuse and to protect and care for children who are victims of abuse or neglect. They help Denver’s elderly, disabled
and other fragile and low-income adults meet essential needs of food, shelter, basic protection and medical care. They
work to ensure financial and emotional support for all of Denver’s children and to keep their parents meaningfully
involved in their lives. When necessary, they use legal and other measures to enforce parents’ financial obligations to their
children. The department provides emergency services for homeless people, veterans and othersin need by helping them
with shelter, food, emergency housing and burial assistance. They administer grant funding that hel ps community
providers combat homelessness, hunger, substance abuse, community crime and serious mental illness. Lastly, they
sponsor a number of volunteer programs to engage the entire Denver community in our mission and to expand the range
of services and opportunities we can offer our clients.

The staff at Human Services is deeply concerned about the impact of Denver’s current economic downturn on its clients
and on low-income working families who are barely sustaining themselves. More than 85% of agency funding derives
from state and federal budgets, and deep cuts in those budgets are serioudly threatening the department’ s ability to
continue to provide a safety net for the most fragile among the City’s population. As job losses expand along with
reductionsin funding for basic healthcare, mental health services and substance abuse treatment and counseling, the need
for servicesisincreasing dramatically. Despite this grim picture, the staff are working diligently and creatively to
minimize the impact of the recession on clients and to prepare for the many others who inevitably will need services
before the economy turns around. Human Services is made up of a persevering, resourceful and diverse group of City
employees linked by a dedication to serving the community and remains committed to doing all that can be done for those
in need.

AWARDSAND ACKNOWLEDGEMENTS

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 year ended December 31, 2001. The
Certificate of Achievement isanationa award-recognizing conformance with the highest standards for preparation of state
and local government financial reports. To be awarded a Certificate of Achievement, the City must publish an easily readable
and efficiently organized CAFR. Thisreport must satisfy both GAAP and applicable legal requirements. Thiswasthe
twenty-first consecutive year that the City hasreceived thisaward. A Certificate of Achievement isvaid for one year only.
We bdlieve this 2002 CAFR continues to conform to the Certificate of Achievement program requirements and will submit it
to the GFOA to determine its eigibility for another certificate.
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In addition, the Auditor’ s Office published a condensed and more easily readable version of the CAFR titled the 2001
Citizen’ s Report — Faces of Denver. This report was awarded the GFOA’s Award for Outstanding Achievement in Popular
Annua Financing Reporting for the sixth straight year.

The City received the GFOA’s Award for Distinguished Budget Presentation for its fiscal year 2002 annual budget
document. The annual budget document is prepared by the City’ s Finance and Budget and Management Offices. To
qualify for the Distinguished Budget Presentation Award, the City’ s budget document was judged to be proficient in
several categories including policy documentation, financial planning, operational guidance, and communication.

The preparation of this CAFR could not have been accomplished without the efficient and dedicated service of a highly
qualified staff. The City has such a staff in the Auditor’ s Office. Many other departments and offices of the City have also
contributed to the preparation of this report. In particular the Department of Revenue, Treasury Division, Finance Office,
and Budget and Management Office were instrumental. Their cooperation and continued assistance is necessary and
appreciated. | would like to thank all personnel that helped and contributed to the preparation of thisreport. | also want to
acknowledge the thorough and professional manner in which our independent auditors, KPMG LLP, conducted their
audit.

Respectfully submitted,

Donald J. Mares
Auditor
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Independent Auditors Report

The Honorable Wellington E. Webb, Mayor
The Honorable Members of City Council
City and County of Denver

Denver, Colorado:

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 and County of Denver, Colorado (the City), as of and for the year
ended December 31, 2002, which collectively comprise the City's basic financial statements as listed in the
table of contents. These financial statements are the responsibility of the City's management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit the
financial statements of the aggregate discretely presented units, which include certain Business
Improvement Districts, Denver Urban Renewal Authority, Denver Art Museum, Inc., Denver Museum of
Nature and Science, Denver Metro Convention & Visitor's Bureau, Inc., and the Water Board. In addition,
we did not audit the financial statements of the Denver Employee's Retirement Plan, which represents 55
percent of the fiduciary fund type assets and 92 percent of the decreases to the pension and other employee
benefit trust funds of the City. Those financia statements were audited by other auditors whose reports
thereon have been furnished to us, and our opinions, insofar as they relate to the amounts included for
certain Business Improvement Districts, Denver Urban Renewal Authority, Denver Art Museum, Inc.,
Denver Museum of Nature and Science, Denver Metro Convention & Visitor's Bureau, Inc., Water Board
and the Denver Employee's Retirement Plan, are based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The financial statements of the Business Improvement Districts, Denver Museum of Nature
and Science, Denver Metro Convention & Visitor's Bureau, Inc., and Water Board of the discretely
presented component units, were not audited in accordance with Government Auditing Standards. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financia
statements. An audit aso 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 and the reports of the other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to
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 as of December 31, 2002, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of America.
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As discussed in Note |.E to the basic financial statements, during 2002 the City implemented a new
financial reporting model as required by the provisions of Governmental Accounting Standards Board
(GSAB) Statements No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for
Sate and Local Governments, No. 37, Basic Financial Satements - Management's Discussion and
Analysis - for Sate and Local Governments: Omnibus; No. 38, Certain Financial Satement Note
Disclosures, and GASB Interpretation No. 6, Recognition and Measurement of Certain Liabilities and
Expenditures in Governmental Fund Financial Statements. In addition, during 2002 the City implemented
the provisions of GASB Statements No. 36, Receipt Reporting for Certain Shared Nonexchange Revenues;
No. 39, Determining Whether Certain Organizations are Component Units and No. 41, Budgetary
Comparison Schedules - Per spective Differences.

In accordance with Governmental Auditing Standards, we have also issued our report dated June 12, 2003,
on our consideration of the City'sinternal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit
performed in accordance with Governmental Auditing Standards, and should be read in conjunction with
this report in considering the results of our audit.

The accompanying management's discussion and analysis, budgetary comparison schedules, and schedule
of funding programs are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City's basic financial statements. The introductory section, combining and individual fund
financial statements and schedules, and statistical section listed in the accompanying table of contents are
presented for purposes of additional analysis and are not a required part of the basic financial statements of
the City. The combining and individual fund financial statements and schedules have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, based on our
audit and the reports of other auditors, are fairly presented, in all material respects, in relation to the basic
financial statements taken as a whole. The information included in the introductory section and the
statistical section has not been subjected to the auditing procedure applied by us and other auditors in the
audit of the basic financial statements, accordingly, we express no opinion on it.

KPMa LLP

June 12, 2003



City and County of Denver
MANAGEMENT’SDISCUSSION AND ANALYSIS
December 31, 2002

Management of the City and County of Denver (City) offers readers of the basic financia statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended December 31, 2002. Readers are
encouraged to consider the information presented here in conjunction with additional information that is furnished in the
letter of transmittal. The focus of the information herein is on the primary government.

The City has adopted a new financial reporting model as promulgated by the Governmental Accounting Standards Board
(GASB). In accordance with GASB Statement No. 34, Basic Financial Satements—and Management’s Discussion
and Analysis—for Sate and Local Governments, the City is not required to restate prior periods for purposes of
providing comparative information. However, in future years, when prior year information is available, a comparative
analysis of the government wide information will be presented.

Financial Highlights

e The City’s assets exceeded itsliabilities at the close of the fiscal year by $2,546,443,000 (net assets). Of this amount
$1,270,597,000 (unrestricted net assets) may be used to meet the City’ s ongoing obligations.

e TheCity'stotal net assetsincreased by $3,103,000.

o Asof close of the current fiscal year, the City’ s governmental funds reported combined ending fund bal ances of
$813,639,000, a decrease of $96,132,000 from the prior year. Approximately 42.8% of this amount is available for
spending at the government’ s discretion (unreserved fund balance). The decrease is partially attributable to decreases
in retail spending which led to lower than expected sales and use tax collections. Sales and use taxes were
$13,424,000 (3.3%) lower in 2002 compared to 2001. Property taxes increased during 2002 by $2,702,000 (2.0%).

e Attheend of the current fiscal year, unreserved fund balance of the General Fund was $77,928,000, or 11.0% of total
General Fund expenditures.

e TheCity'stotal debt increased by $109,396,000 during the year. Key factorsin this increase were increases of general
obligation debt, certificates of participation, and revenue bonds which all facilitated the financing and acquisition of
certain public capital projects.

Overview of the Financial Satements

This discussion and analysis isintended as an introduction to the City’ s basic financial statements. The basic financial
statements comprise three components: 1) government-wide financial statements, 2) fund financial statements, and 3)
notes to the basic financial statements. In addition to the basic financial statements, also provided is other supplementary
information.

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

The focus of the Statement of Net Assets (the “Unrestricted Net Assets’) is designed to be similar to a bottom line for the
City and its governmental and business-type activities. This statement reports all of the governmental fund’s current
financial resources (short-term spendabl e resources) with capital assets and long term obligations. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the City isimproving or
deteriorating.

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

The governmental activities reflect the City’ s basic services, including police, fire, public works, sanitation, economic
development, and culture and recreation. Sales and property taxes finance the majority of these services. The
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City and County of Denver
MANAGEMENT’S DISCUSSION AND ANALYSIS- CONTINUED
December 31, 2002

business-type activities reflect private sector type operations, such as Wastewater Management; the Denver Airport
System, including Denver International Airport (Airport); and Golf Courses, where fees for servicestypicaly cover all or
most of the cost of operations, including depreciation.

The government-wide financial statements include not only the City itself (known as the primary government), but also
other legally separate entities for which the City is financially accountable. Financial information for these component
unitsis reported separately from the financia information presented for the primary government itself.

Fund financial statements

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

Governmental funds are used to account for essentially the same functions reported as governmental activitiesin the
government-wide financial statements. Governmental fund financial statements focus on near term inflows and outflows
of spendable resources, as well as on the balances left at year end that are available for spending. Consequently, the
governmental fund financial statements provide a detailed short-term view that hel ps the reader determine whether there
are more or fewer financial resources that can be spent in the near future to finance the City’ s programs. Because this
information does not encompass the additional long-term focus of the government-wide statements, additional information
is provided that reconciles the governmental fund financial statements explaining the relationship (or differences) between
them.

The City maintains 22 individual governmental funds. Information is presented separately in the governmental fund

bal ance sheet and in the governmental fund statement of revenues, expenditures, and changesin fund balances for the
General Fund, Human Services specia revenue fund, Bond Projects capital projects fund, each of which are considered to
be major funds. Data from the other 19 governmental funds are combined into a single aggregated presentation. Individual
fund data for these nonmajor governmental fundsis provided in the form of combining statements elsewhere in this
report.

The City adopts an annual appropriated budget for the General Fund and Human Services specia revenue fund. A
budgetary comparison schedule has been provided to demonstrate compliance with these budgets.

The City maintains two different types of proprietary funds. enterprise funds and internal service funds. 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 Wastewater Management, Denver Airport System, Environmental
Services, and Golf Course funds. Internal Service funds are an accounting device used to accumulate and allocate costs
internally among the City’ s various functions. The City uses internal service fundsto account for its fleet of vehicles,
information system management, paper and printing supplies inventory, and asphalt repair and replacement. The internal
service funds provide services which predominantly benefit governmental rather than business-type functions; therefore
they have been included within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail.
The proprietary fund financial statements provide separate information for Wastewater Management and the Denver
Airport System, both of which are considered to be major funds of the City. Datafor the other three enterprise funds and
al of the internal service funds are combined into their respective single aggregated presentations. Individual fund data
for the nonmajor enterprise funds and all of the internal service fundsis provided in the form of combining statements
elsewhere in this report.

The City uses fiduciary funds to account for assets held on behalf of outside parties, including other governments. When
these assets are held under the terms of aformal trust agreement, a private-purpose trust fund is used. Agency funds
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generaly are used to account for assets that the City holds on behalf of others as their agent. Pension trust funds account
for the assets of the City’ s employee retirement plans. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the City’s own programs. The accounting
used for fiduciary funds is much like that used for proprietary funds.

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

Other information in addition to the basic financial statements and accompanying notes is presented in the form of certain
required supplementary information concerning the City’ s progress in funding its obligation to provide pension benefits to
its employees and budgetary comparison schedules.

The combining statements referred to earlier in connection with nonmajor funds, internal service funds and non-major
component units are presented immediately following the required supplementary information on pensions.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’ s financial position. In the case of
the City, assets exceeded liabilities by approximately $2,546,443,000 at the close of the most recent fiscal year.

The largest portion of the City’ s net assets (49.9%) is unrestricted and may be used to meet the City’s ongoing financial
obligations. These are net assets that are not restricted by external requirements nor invested in capital assets.

Of the City’s $2,546,443,000 in assets, $814,141,000 (32.0%) reflects investment in capital assets (e.g. land, buildings,
infrastructure, machinery, and equipment) less any related debt used to acquire those assets that is still outstanding. The
City uses these capital assetsto provide servicesto citizens; consequently, these assets are not available for future
spending. Although the City’ sinvestment in its capital assetsis reported net of related debt, it should be noted that the
resources need to repay this debt must be provided from other sources, since the capital assets themselves cannot be used
to liquidate these liabilities.

Net assets of the City aso include $461,705,000 of restricted net assets. These are assets representing resources subject to
external restrictions asto how they may be used by the City.

The following reflects the City’ s Net Assets (amounts expressed in millions).

Governmental Business-type Total
Activities Activities Primary Government
Current and other assets $1,123 $1,239 $2,362
Capital assets 1,639 3,842 5,481
Total assets 2,762 5,081 7,843
Long-term liabilities outstanding 1,145 3,844 4,989
Other ligbilities 111 197 308
Total liabilities 1,256 4,041 5,297
Net assets:
Invested in capital assets, net of
related debt 645 169 814
Restricted 82 380 462
Unrestricted 779 491 1,270
Tota net assets $1,506 $1,040 2,546

At December 31, 2002, the City reported positive balancesin all three categories of net assets for both the government as
awhole and the separate governmental and business-type activities.
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The following reflects the City’ s Changes in Net Assets (amounts expressed in millions).

Governmental Business-type Total
Activities Activities Primary Government
Revenues:

Program revenues:
Chargesfor services $ 191 $ 513 $ 704
Operating grants and contributions 225 67 292
Capita grants and contributions 15 99 114

General Revenues:
Property tax 151 - 151
Sales and use tax 394 - 394
Other taxes 115 - 115
Investment income 26 46 72
Other revenues 28 _ 9 37
Totd Revenues 1,145 734 1,879

Expenses.

General government 272 - 272
Public safety 372 - 372
Public works 129 - 129
Human services 118 - 118
Health 50 - 50
Parks and recreation 73 - 73
Cultural activities 88 - 88
Community development 45 - 45
Economic opportunity 24 - 24
Interest on long-term debt 32 - 32
Wastewater management - 62 62
Denver airport system - 596 596
Other enterprise funds - 15 15
Total Expenses 1,203 673 1,876
Increase (decrease) in net assets before transfers (58) 61 3
Transfers 11 (11) -
Increase (decrease) in net assets 47 50 3
Net assets — January 1 1,553 990 2,543
Net assets — December 31 $1,506 $1,040 2,546

Governmental activities decreased the City’s net assets by $47,463,000 for the year ended December 31, 2002. Key
elements of the decrease are as follows:

e Total revenueincreased by 1.6% during 2002 compared to 2001. Tax revenues are comprised of property tax, sales
and use tax, franchise tax, facilities development tax, occupational privilege tax and other miscellaneous taxes.
Property tax and sales and use taxes totaled 82.6% of all tax revenues and 47.6% of al revenue.

e Property tax recorded in the General Fund, specia revenue funds and debt service funds totaled $151,428,000 for an
increase of $15,018,000 or 11.0%. Property taxes are not recorded in the capital projects funds. Sales and use tax
revenues were down $13,424,000 or 3.3% compared to 2001.

o Total expensesincreased by 1.4% during 2002 compared to 2001. General Governmental expensesin 2002 were
$272,095,000 or 22.6% of total expenses. Public Safety expenses were $371,437,000 or 30.9% of total expenses.
Public Works expenses were $129,251,000 or 10.8 % of total expenses. Human Services expenses were $118,171,000
or 9.8% of total expenses. The remaining areas of Health $49,559,000 or 4.1%, Parks and Recreation $73,299,000 or
6.1%, Cultural Activities $87,960,000 or 7.3%, Community Development $45,078,000 or 3.7%, Economic
Opportunity $24,357,000 or 2.0%, and interest on long-term debt $31,857,000 or 2.7% comprise the remainder of the
governmental activities expenses for 2002.

Intergovernmental revenues are grants and other revenues received from the state and federal government. Licenses and
permits include amounts collected from the issuance of licenses and permits required by the City for various purposes.
Revenues from fees collected by the City for a variety of services provided to the public are recorded as charges for
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services. Interest income reflects revenues from investment activity. Other revenue includes amounts collected from the
sale of property at auction, land, salvage, surplus and scrap materials, and reimbursements.

EXPENSES AND PROGRAM REVENUES - GOVERNMENTAL ACTIVITIES
expressed in millions
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Business type activities increased the City’ s net assets by $50,566,000, which accounted for all of the total increase in the
City’ s net assets. Key elements of thisincrease are asfollows.

e Total revenuesincreased by $97,387,000 or 14.6% primarily due to the increase of $84,140,000 in capital grants
to the Denver Airport System for the construction of the 6" runway and related work.

e Total expenses decreased by $19,478,000 or 2.8% primarily due to reductions in expenses in the Denver Airport
System enterprise fund of $11,967,000 for 2002. Wastewater management expenses in 2002 total ed $62,399,000
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or 9.3% of total business-type activities. Denver Airport System expenses in 2002 totaled $596,076,000 or 88.6% of
business-type activities. The remaining $14,643,000 or 2.6% in business-type activities were related to Environmental
Services, Golf, and Stadium activities.

EXPENSES AND PROGRAM REVENUES - BUSINESS-TYPE ACTIVITIES
expressed in millions
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Financial Analysis of the Government’s Funds

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

Governmental funds The focus of the City’s governmental fundsis to provide information on current year revenue,
expenditures, and bal ances of spendable resources. Such information is useful in ng the City’ sfinancing
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 the fiscal year.
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As of the year ended December 31, 2002, the City’ s governmental funds reported combined ending fund balances of
$813,639,000, a decrease of $96,132,000 in comparison with the prior year. Approximately 41.7% of the total fund
balance amount constitutes unreserved fund balance, which is available for spending at the City’ s discretion. The
remainder of fund balance isreserved to indicate that it is not available for new spending because it has already been
committed 1) to liquidate contracts and purchase orders of the prior period ($287,388,000), 2) to pay debt service
($52,414,000), 3) for emergency use ($26,504,000), 4) for avariety of other restricted purposes ($107,687,000).

The General Fund is the chief operating fund of the City. For the year ended December 31, 2002, unreserved fund balance
of the General Fund was $77,928,000 while total fund balance was $115,338,000. As a measure of the General Fund’'s
liquidity, it may be useful to compare both unreserved fund balance and total fund balance to total fund expenditures.
Unreserved fund balance represents 11.0% of total General Fund expenditures, while total fund balance represents 16.2%
of the same amount.

Thetotal fund balance of the City’s General Fund decreased 26.2% during the year ended December 31, 2002. Key
factorsin this decline are as follows:

o Duetothe state of Denver’s economy, sales and use tax revenue were adversely affected. Total 2002 revenue
collectionsincluding transfersin the General Fund were $40,853,000 less than actual expenditures including transfers
out.

e Total revenuesincluding other financing sources collected in 2002 were $23,308,000 |ess than 2001. Total
expenditures in 2002 were $560,000 less than 2001.

e Thetotal use of fund balance increased by $21,248,000 from $19,791,000 in 2001 to $40,853,000 in 2002. Of this
total change, $8,500,000 is attributable to restricted fund balance.

e Themajor revenue areas that decreased from 2001 to 2002 include:

- Salesand Use taxes collected were lower by $12,837,000. Sales and use tax collections lagged in all retail trade
sectors, with the exception of “Apparel”. Declines in sales were particularly pronounced in those sectors dealing
with telecommunications.

- Other taxesincluding Lodgers tax and Occupational Privilege tax were lower by $6,750,000. The aftermath of
September 11, 2001, the recession’s effect on business travel, the reported drought and wildfires in Colorado
resulted in lower occupancy rates and room rates for 2002 resulting in lower Lodgers' tax collections.
Unemployment in Denver rose from 4.7% in August of 2001 to 6.2% in August of 2002 resulting in lower
Occupational Privilege tax collections.

- Intergovernmental revenues were lower by $3,576,000 primarily due to the reduction in State Highway Users
Trust fund revenue.

- Investment income collected was lower by $4,201,000 due to the continued decline in interest rates and a
shrinking general cash pool due to decreased revenue collections.

e Themajor revenue areas that increased from 2001 to 2002 include:

- Property Tax revenuesincreased by $3,656,000. The TABOR amendment to the state constitution limits
municipal property tax revenue growth to the sum of prior year inflation plus growth in the current year.

- Chargesfor Servicesincreased by $12,067,000 primarily due to increasesin user charges and fees.

e Themagjor areas of expenditures that changed from 2001 to 2002 include:

- Transfers out decreased by $33,303,000. The change is mainly due to a $17,000,000 reduction in the transfer to
the Capital Improvements Fund which is the result of declining General Fund resources available for capital
projects, a $16,700,000 reduction in the transfer to the TABOR Excess Revenue fund since there was no TABOR
excess in 2002, a $4,400,000 reduction in the transfer to the Fleet Maintenance internal service fund as aresult of
more restrictive criteriafor vehicle replacement, and a $3,700,000 reduction in the transfer to the Information
Technology fund. These reductions were partially offset by increasesin inter-fund transfers to liability claims,
radio and computer replacement, entertainment and cultural capital projects, and grant’s devel opment.

- General Government expenditures increased by approximately $3,898,000. This occurred primarily dueto a
$3,200,000 increase resulting from the creation of the E-Government office and increased communications costs
related to the new municipal office building. The remainder was attributable to salary, and fringe benefit
increases.
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- Public Safety expendituresincreased by $10,824,000. Wage increases mandated by collective bargaining
agreements caused Police to increase by $4,000,000, Fire by $3,200,000, Undersheriff by $1,400,000. County
Court increased by nearly $1,000,000 due to increases in salary and fringe benefit costs, contractual services for
Drug Court, and building lease costs.

- Public Works increased by $2,389,000 because of increases in salary and fringe costs, the creation of the
Southeast Corridor Initiative, and the transfer of personnel and contractual services off of capital projects funds
and into the City Engineer’s General Fund budget.

- Culture and Recreation increased by $1,950,000 due to start-up costs for the new African American Research
Library, full-year operating costs of the Schlessman Family branch library, increases in book purchases, and
increases in salary and fringe benefit costs.

The Human Services' Special Revenue Fund had atotal fund balance of $14,371,000, $12,648,000 of which is reserved
for payments under grant agreements and certificated leases. The net decrease in fund balance during the current year in
the Human Services Special Revenue fund was due primarily to two factors: a simultaneous reduction in State funding
and increase in demand for service in Child Welfare Services; and further spending of Certificates of Participation
reserves for the construction of a parking garage and the Family Crisis Center. The management of the department
instituted a hiring freeze, which resulted ultimately in atotal of more than 100 positions being held vacant. This measure
offset the impacts on revenues and demands for services and hel ped stabilize the declining fund balance.

The decrease in fund balance in the Bond Projects Fund is tied to the Convention Center Expansion project, which is
funded with excise bonds. In 2002, expenditures on this project increased by $30,000,000 over the previous year. Other
increases in expenditures are offset by an increase in revenue for the Art Museum expansion, for which general obligation
bonds were issued in 2002.

Proprietary funds The City’s proprietary funds provide the same type of information found in the government-wide
financial statements, but in more detail.

Total net assets of Wastewater Management amounted to $362,721,000 and those for Denver Airport System amounted to
$647,378,000. Thetotal growth in net assets for al enterprise funds was $54,559,000. Other significant factors concerning
the finances of the enterprise funds can be found in the discussion of the City’ s business-type activities.

General Fund Budgetary Highlights

Differences between the original budget and the final amended budget were relatively minor and are briefly summarized
asfollows:

o Revenue estimates were revised downwards resulting in areduction in the General Fund budgeted expenditures by a
total of $40,300,000. Most of the revision resulted from areduction of $30,500,000 in sales tax revenue. The bulk of
the remainder, $7,300,000, was related to a reduction in parking revenues.

e Dueto revised revenue projections, appropriations were reduced twice. The first reduction, enacted by ordinancein
April 2002, decreased overall appropriations by $7,600,000; notable impacts on agency operating budgets included a
$1,100,000 reduction to Police, a $636,000 reduction to Fire, and a $510,000 reduction to Undersheriff. The second
reduction, which was enacted in July 2002, reduced overall appropriations by $8,500,000; the larger impacts included
Information Technology ($2,000,000), Police ($1,400,000), Fire ($859,000), and Undersheriff ($656,000).

e The estimate for unspent appropriations and reserves was increased from atotal of $9,000,000 to $17,200,000. The
cumulative impact of al of these revisions was a $12,800,000 reduction to the projected undesignated fund balance,
from $87,900,000 to $75,100,000. Actual undesignated fund balance came in at $77,928,000.

e Theincrease for Human Services from the original budget was due largely to the execution of grant agreements with
the State of Colorado during the year, which were not included in the initial appropriation. The largest grants include
the Single Entry Point program ($2.6 million), Expedited Permanency Planning ($1.4 million), the Community
Services Block Grant ($1.0 million), the Low Income Energy Assistance Program ($437,000), and the “Build
Mentally Healthy Communities’ grant ($400,000). In addition, the department appropriated $2 million from its fund
balance to initiate a Youth Transitional Housing program.
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Capital Asset and Debt Administration

Capital assets The City’s capital assets for its governmental and business type activities as of December 31, 2002 amount
to $5,480,652,000 (net of accumulated depreciation). This investment in capital assets includes land, buildings and
improvements, equipment and other, park facilities, and infrastructure (including streets, alleys, traffic signals and signs,
and bridges) of governmental activities. Infrastructure type assets of business type activities are reported as buildings and
improvements. The City’s capital assets by activity at December 31, 2002 (amounts expressed in thousands) were as
follows:

Governmental Business-type Total
Activities Activities Primary Government
Land and construction in progress $ 373,324 $ 741,594 $1,114,918
Buildings and improvements 845,714 3,565,434 4,411,148
Equipment and other 162,267 626,415 788,682
Collections 68,939 - 68,939
Infrastructure 838,189 - 838,189
Less accumulated depreciation (649,721) (1,091,503) (1,741,224)
Total $1,638,712 $3,841,940 $5,480,652

Major capital asset events during the year ended December 31, 2002 included the following:

Construction of the Denver Museum of Nature and Science parking garage - $6,200,000.

Acquisition of the Denver Newspaper Agency building - land $12,900,000 and building $3,100,000.
Construction of asixth runway at Denver International Airport - improvements $80,000,000.
Construction of the Colorado Convention Center expansion - buildings and improvements $32,300,000.
Improvements to Red Rocks Amphitheater — improvements $4,300,000.

Bonded Debt At December 31, 2002, the City had total bonded indebtedness of $4,755,737,000. Of this amount,
$286,922,000 comprises debt backed by the full faith and credit of the City and $885,000 is special assessment debt for
which the City isliablein the event of default by the property owners subject to the assessment. The remainder of the
City’ s debt, $4,467,930,000, represents bonds and commercial notes secured by specified revenue sources (i.e. revenue
bonds of the Aviation System, Wastewater Management, and excise tax revenues bonds). Outstanding debt by activity at
December 31, 2002, was a follows (amounts expressed in thousands):

Governmental Business-type Total
Activities Activities Primary Government
General obligation bonds $286,922 $ - $ 286,922
Special assessment debt 885 - 885
Revenue bonds and commercial notes 358,575 4,109,355 4,467,930
Total $646,382 $4,109,355 $4,755,737

The City’s general obligation debt is rated AA+ by Standard & Poor and Fitch rating agencies and Aal by Moody’s
Investors Services. The Denver Airport System senior lien debt israted by Standard & Poor, Moody's, and Fitch at A, A2,
and A, respectively, all with anegative outlook. The Fitch rating was reduced from an A+ to A on April 30, 2003, based
upon the bankruptcy filing of United Airlines.

During 2002, the City refinanced some of its existing debt to take advantage of favorable interest rates. The Denver
Airport System made several issuances of revenue bonds in the total amount of $581,565,000 to be used in part to refund
approximately $500,560,000 of old airport system revenue bonds.

The City issued Art Museum general obligation bonds in the amount of $52,500,000 to be used to finance in part the

expansion of the Denver Art Museum. The City a so issued $30,700,000 of Wastewater Management revenue bonds to be
used to finance construction of various sanitary and storm sewer projects throughout the city.
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Also, the City issued Certificates of Participation in the total amount of $32,530,000 to be used to acquire certain sites,
including the building and improvements thereon, and to construct a parking garage to be used by the Denver Art
Museum.

Economic Factors and Next Year’s Budget

The 2003 budget represents an attempt to maintain both core services and a sufficient fund balance during the current
economic downturn. The following factors went into building the 2003 budget:

e Budgeted slow revenue growth, continuing the trend of the last two years. Overall, General Fund revenues are
budgeted to grow by 3.6 %. Sales tax revenue is budgeted to grow by 3.1 %. This assumes a moderate recovery in the
second half of 2003, consistent with regional economic forecasts from:

- Homebuilders Association of Metropolitan Denver

- Western Bluechip Economic Forecast

- Office of State Planning and Budgeting, March 2003 Revenue Forecast
- Colorado Legidative Council Staff

- Economy.Com

- Denver Metro Chamber of Commerce Business and Economics

User charges are budgeted to increase by 27.2 % due to new parking revenue from garages and meters, and from
increased recreation fees. Internal services and indirect costs are budgeted to increase by 11.8 % due mainly to
increased police and fire billings to the Denver Airport System.

¢ A needto hold overall expenditures at the same level as 2002. This necessitates reductions to agency operating
budgets ranging between 4% and 7%. Notable examples include the elimination of the Best Babies program run by
Denver Health, $700,000; a $1,000,000 reduction in Fire due to a staffing realignment in fire suppression; a
$1,100,000 reduction in staff and suppliesin General Parks; a $2,300,000 reduction in Police due to a realignment of
staffing; $2,000,000 in reductions to Fleet Maintenance for staff and supplies; and a $1,000,000 reduction in supplies
at Denver Public Library.

e Other reductions - reductions in the Wage Survey reserve due to a delay in the implementation of the Wage Survey
increase, from January 1 to July 1, saving approximately $5,000,000; and eliminating the transfer to the Capital
Improvements Fund, saving $8,600,000.

During 2002, unreserved fund balance in the General Fund decreased to $77,928,000. The City did not appropriate any of
this fund balance amount for spending in the 2003 fiscal year budget.

As of the date of this report, actual sales tax revenues through April were lower than those for the same period in 2002.
As aresult the City is pursuing options to lower expenditures for 2003 to offset the shortfal in taxes.

At the Airport, United Airlinesisthe dominant air carrier. The Airport is United’ s second largest connecting hub in its
route system. On December 9, 2002, United filed for bankruptcy protection under Chapter 11 of the Bankruptcy Code.
The Chapter 11 filing permits United to continue operations while developing a plan of reorganization. The bankruptcy
court has approved a series of motions which order united to pay sales and use taxes, transportation taxes, fee, PFCs, and
other similar governmental and airport charges to the Airport, both pre-petition and post petition. No assurances can be
given with regard to whether United will assume or reject the United Use and Lease Agreement as part of its
reorganization proceedings or whether United' s effort to reorganize will be successful, or with regard to United’ s future
level of activity at the Airport. In the event United reduces or discontinues its operations at the Airport, United' s current
level of activity at the Airport may not necessarily be replaced by other carriers. The City and United are in good faith
negotiations regarding the reaffirmation of United' s leases at the Airport. The timing of the final settlement and
subsequent bankruptcy court approval cannot be determined as of the date of this report.

Requestsfor Information

Thisfinancial report is designed to provide a general overview of the City’s finances for al those with an interest in the
government’ s finances. Questions concerning the information provided in this report or requests for additional financial
information should be addressed to the Auditor’ s Office, 201 W. Colfax Avenue, Dept. 705, Denver, CO 80202.
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December 31, 2002
(amounts expressed in thousands)

Primary Government

Governmental Business-type Component
Activities Activities Total Units
ASSETS
Cash and cash equivalents $ 681,612 $ 291,539 $ 973,151 $ 20,684
Cash on hand 2,593 - 2,593 314
Investments - 141,416 141,416 166,566
Receivables (net of allowances):
Taxes 199,923 - 199,923 4,746
Special assessments 786 - 786 -
Notes 78,491 - 78,491 -
Accounts 11,490 33,217 44,707 38,630
Accrued interest 3,962 4,673 8,635 22
Other - - - 9,571
Due from other governments 42,320 - 42,320 -
Internal balances 12,464 (12,464) - -
Inventories 1,814 5,190 7,004 5,895
Prepaid items and other assets 361 5,935 6,296 3,799
Restricted assets:
Cash and cash equivaents 56,010 268,372 324,382 27,662
Investments - 349,525 349,525 6,904
Accrued interest - 560 560 -
Other receivables - 19,290 19,290 -
Assets held by third party - - - 133,417
Capital assets:
Land and construction in progress 373,324 741,594 1,114,918 215,846
Buildings, improvements, infrastructure and
equipment, net of accumulated depreciation 1,265,388 3,100,346 4,365,734 1,122,187
Long-term receivables (net of allowances) 30,192 3,739 33,931 7,916
Bond issue cost and other assets (net of
accumulated amortization) 1,328 81,582 82,910 5,217
Assets held for disposition - 46,969 46,969 -
TOTAL ASSETS 2,762,058 5,081,483 7,843,541 1,769,376
LIABILITIES
Vouchers payable 56,604 24,604 81,208 29,195
Accrued liabilities 21,651 40,825 62,476 24,701
Deferred revenue 30,120 30,555 60,675 5,823
Advances 2,131 - 2,131 44,202
Due to other governments - - - 1,703
Liabilities payable from restricted assets - 101,317 101,317 -
Noncurrent liabilities:
Due within one year 62,228 91,165 153,393 22,538
Duein more than one year 1,083,165 3,752,733 4,835,898 392,824
TOTAL LIABILITIES 1,255,899 4,041,199 5,297,098 520,986
NET ASSETS
Invested in capital assets, net of related debt 644,804 169,337 814,141 1,019,331
Restricted for:
Capital projects - - - 14,270
Emergency use 26,504 - 26,504 317
Debt Service 52,414 379,620 432,034 -
Donor restrictions:
Expendable - - - 78,568
Nonexpendable 3,167 - 3,167 75,640
Unrestricted 779,270 491,327 1,270,597 60,264
TOTAL NET ASSETS $1,506,159 1,040,284 2,546,443 1,248,390

See accompanying notes to basic financial statements.
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City and County of Denver
STATEMENT OF ACTIVITIES
For the year ended December 31, 2002
(amounts expressed in thousands)

Program Revenues

Operating Capital
Chargesfor Grants and Grants and
Function/Program Expenses Services Contributions Contributions
Primary Gover nment
Governmental Activities
Genera government $ 272,095 $42,754 $ 16,447 $ 1513
Public safety 371,437 51,556 21,846 80
Public works 129,251 38,449 24,285 7,619
Human services 118,171 421 83,280 -
Headlth 49,559 816 5,634 -
Parks and recreation 73,299 3,208 167 5,673
Cultural activities 87,960 27,382 3,083 283
Community development 45,078 17,414 55,058 -
Economic opportunity 24,357 8,973 14,951 -
Interest on long-term debt 31,857 - - -
Total governmental activities 1,203,064 190,973 224,751 15,168
Business-type Activities
Wastewater management 62,399 64,113 6 7,357
Denver airport system 596,076 435,523 67,298 91,152
Stadium 1,298 - - -
Environmental services 5,638 6,028 - -
Golf course 7,707 7,640 - -
Tota business-type activities 673,118 513,304 67,304 98,509
Total primary government $1,876,182 $704,277 $292,055 $113,677
Component Units $ 252,900 $165,209 $ 74,105 $ -
General revenues:
Taxes:
Property
Salesand use
Seat tax
Other

Investment and interest income
Change in fair value of investments
Miscellaneous

Transfers
Tota general revenue and transfers

Change in net assets
Net assets — January 1
Net assets — December 31

See accompanying notes to basic financial statements.

42



Net (Expense) Revenue and
Change in Net Assets

Primary Government

Governmental Business-type Component
Activities Activities Total Units
$(211,381) $(211,381)
(297,955) (297,955)
(58,898) (58,898)
(34,470) (34,470)
(43,109) (43,109)
(64,251) (64,251)
(57,212) (57,212)
27,3%4 27,394
(433) (433)
(31,857) (31,857)
(772,172) (772,172)
- $ 9,077 9,077
- (2,103) (2,103)
- (1,298) (1,298)
- 390 390
- (67) (67)
- 5,999 5,999
(772,172) 5,999 (766,173)
- - - $ (13,586)
151,428 - 151,428 4,396
394,160 - 394,160 -
7,730 - 7,730 -
107,435 - 107,435 37,970
24,484 46,353 70,837 9,404
1,375 - 1,375 -
27,589 8,722 36,311 60,919
10,508 (10,508) - -
724,709 44,567 769,276 112,689
(47,463) 50,566 3,103 99,103
1,553,622 989,718 2,543,340 1,149,287
$1,506,159 1,040,284 2,546,443 $1,248,390
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City and County of Denver
BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2002
(amounts expressed in thousands)

Other
General Human Bond  Governmenta
Fund Services Projects Funds Total
ASSETS
Cash and cash equivalents $ 58,645 $5,174 $309,830 $293,577 $ 667,226
Cash on hand - 475 - 2,118 2,593
Restricted assets:
Cash and cash equivalents 24,949 3,469 - 27,592 56,010
Receivables (net of allowances
for uncollectibles of $62,192):
Taxes 112,196 31,269 - 56,458 199,923
Special assessments - - - 786 786
Notes - - - 78,491 78,491
Accounts 2,521 387 - 32,653 35,561
Accrued interest 781 - 1,930 1,251 3,962
Due from other funds 12,145 4,005 - 5,283 21,433
Due from other governments - 13,721 - 28,599 42,320
Prepaid items and other assets 306 - - 55 361
TOTAL ASSETS $211,543 $58,500 $311,760 $526,863 $1,108,666
LIABILITIES
Vouchers payable $13,758 $ 3,368 $12,304 $ 25,211 $ 54,641
Payroll liabilities 8,509 341 - 1,274 10,124
Due to other funds 2,444 5,773 176 6,777 15,170
Deferred revenue 71,494 34,172 - 108,109 213,775
Advances - 475 - 842 1,317
TOTAL LIABILITIES 96,205 44,129 12,480 142,213 295,027
FUND BALANCE
Reserved for emergency use 18,685 - - 7,819 26,504
Reserved for encumbrances 12,210 9,179 203,928 62,071 287,388
Reserved for prepaid items and other assets 306 - - 55 361
Reserved for construction 6,209 3,469 - 19,157 28,835
Reserved for notes receivable - - - 78,491 78,491
Reserved for debt service:
Long-term debt - - - 42,349 42,349
Interest - - - 10,065 10,065
Unreserved:
Designated for net unrealized gains - - 5,312 1,944 7,256
Designated for subsequent years' expenditures - - 90,040 81,853 171,893
Undesignated 77,928 1,723 - - 79,651
Undesignated, reported in:
Special revenue funds - - - 55,211 55,211
Capital projects funds - - - 22,468 22,468
Permanent fund - - - 3,167 3,167
TOTAL FUND BALANCE 115,338 14,371 299,280 384,650 813,639
TOTAL LIABILITIESAND
FUND BALANCE $211,543 $58,500 $311,760 $526,863 $1,108,666

See accompanying notes to basic financial statements.



City and County of Denver
RECONCILIATION OF THE BALANCE SHEET — GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
December 31, 2002
(amounts expressed in thousands)

Amounts reported for governmental activities in the statement of net assets (see page 41) are different because:

Total fund balance — governmental funds $ 813,639
Capital assets used in governmental activities, excluding internal service funds of $5,977, are

not financial resources and, therefore, are not reported in the funds. 1,632,735
Accrued interest payable not included in the funds. (11,226)
Other long-term assets are not available to pay for current-period expenditures and,

therefore, are deferred in the funds. 183,655
Bond issuance costs, net of accumulated amortization. 1,328

Internal service funds are used by management to charge the cost of these fundsto their
primary users - governmental funds. The assets and liabilities of the internal service
funds are included in governmental activitiesin the statement of net assets. (801)

Internal service fund allocation of activities with enterprise funds 3,993

Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore are not reported in the governmental funds (this excludes

internal service liabilities of $28,229). (1,117,164)
Net assets of governmental activities (see page 41). $1,506,159

See accompanying notes to basic financial statements.



City and County of Denver
STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN FUND BALANCE
GOVERNMENTAL FUNDS

For the year ended December 31, 2002

(amounts expressed in thousands)

Other
General Human Bond Governmental
Fund Services Projects Funds Total

REVENUES
Taxes:

Property $ 66,889 $ 30,077 $ - $ 42,146 $ 139,112

Admissions - - - 7,730 7,730

Sales and use 375,334 - - 18,826 394,160

Other 66,622 - - 38,955 105,577
Special assessment - - - 955 955
Licenses and permits 17,358 - - - 17,358
Intergovernmental revenues 32,267 83,223 - 86,937 202,427
Chargesfor services 97,066 421 24 26,283 123,794
Investment and interest income 5,796 4 9,311 14,209 29,320
Changesin fair value of investments (1,089) - 2,135 329 1,375
Fines and forfeitures 30,888 - - 2,450 33,338
Contributions - 56 - 3,074 3,130
Other revenue 6,046 450 - 54,961 61,457
TOTAL REVENUES 697,177 114,231 11,470 296,855 1,119,733
EXPENDITURES
Current:

General government 170,298 - - 48,022 218,320

Public safety 328,853 - - 25,034 353,887

Public works 77,282 - - 1,730 79,012

Human services - 120,481 - - 120,481

Health 42,478 - - 5,378 47,856

Parks and recreation 45,112 - - - 45,112

Cultura activities 31,092 - - 29,588 60,680

Community development - - - 45,796 45,796

Economic opportunity - - - 24,369 24,369
Principal retirement - - - 44,175 44,175
Interest - - - 30,524 30,524
Capital outlay 15,035 - 98,167 121,742 234,944
TOTAL EXPENDITURES 710,150 120,481 98,167 376,358 1,305,156
Deficiency of revenues under expenditures (12,973) (6,250) (86,697) (79,503) (185,423)
OTHER FINANCING SOURCES (USES)
Proceeds from sale of capital assets - - - 494 494
Proceeds from certificates of participation - - - 32,530 32,530
Other financing sources - - - 33 33
General obligation bonds issued - - 52,500 - 52,500
Transfersin 27,165 10 - 90,163 117,338
Transfers out (55,045) - - (58,559) (113,604)
TOTAL OTHER FINANCING

SOURCES (USES) (27,880) 10 52,500 64,661 89,291
Deficiency of revenues and other financing

sources under expenditures and other

financing uses (40,853) (6,240) (34,197) (14,842) (96,132)
Fund balance — January 1 156,191 20,611 333,477 399,492 909,771
FUND BALANCE - December 31 $115,338 $14371 $299,280 $384,650 $ 813,639

See accompanying notes to basic financial statements.
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City and County of Denver
RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES AND CHANGESIN FUND BALANCE —GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
For the year ended December 31, 2002
(amounts expressed in thousands)

Amounts reported for governmental activities in the statement of activities (see pages 42 and 43) are
different because:

Net change in fund balance — total governmental funds

Governmental funds report capital purchases as expenditures. However, in the statement of
activities the cost of those assetsis allocated over their estimated useful lives and reported as
depreciation expense. Thisisthe amount by which capital expenditures exceeds depreciation in
the current period:

Capital outlay
Depreciation expense

Revenuesin the statement of activities that do not provide current financial resources are not
reported as revenue in the funds:
Property taxes
Revenues from long-term receivables

The issuance of long-term debt (e.g., bonds, COPs, and leases) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt consumes the
current financial resources of governmental funds. Neither transaction, however, has any effect
on net assets. Also, governmental funds report the effect of issuance cost, premiums, discounts,
and similar items when debt is first issued, whereas these amounts are deferred and amortized
in the statement of activities. This amount is the net effect of these differences in the treatment
of long-term debt and related items:

Proceeds from general obligation bonds
Proceeds from certificates of participation
Principal retirement on bonds

I ssuance costs, premium, discounts
Certificates of participation principal payments
Capital lease principal payments

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:
Compensated absences (excluding internal services)
Accrued interest payable
Legal liability

Internal service funds are used by management to charge their cost to individual funds. The net
revenue of certain activities of internal service funds is reported within governmental
activities.

Change in net assets of governmental activities (see page 43).

See accompanying notes to basic financial statements.

$(96,132)

125,447
(64,007)

8,383
15,954

(52,500)
(32,530)
44,175
(938)
4,232
4,137

75
(200)
(4,978)

1419

$(47,463)
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City and County of Denver
STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
December 31, 2002
(amounts expressed in thousands)

Enterprise
Denver
Wastewater Airport
Management System
ASSETS
Current assets:
Cash and cash equivalents $ 47,264 $ 159,792
Investments - 141,416
Receivables (net of alowance for uncollectibles of $13,144)
Accounts 10,673 20,893
Accrued interest 315 4,274
Due from other funds 1,226 29
Inventories 200 4,845
Prepaid items and other assets - 5,935
Total Current Assets 59,678 337,184
Designated assets:
Cash and cash equivalents 60,052 -
Accounts receivables 30 -
Restricted assets:
Cash and cash equivalents 23,434 244,938
Investments - 349,525
Accrued interest receivable - 560
Other receivables - 19,290
Capital Assets:
Land and construction in progress 22,847 717,277
Building and improvements 14,207 1,550,511
Improvements other than buildings 346,500 1,636,751
Machinery and equipment 11,652 610,930
Accumulated depreciation (128,250) (950,019)
Net Capital Assets 266,956 3,565,450
Long-term receivables - 3,739
Bonds issue costs and other assets, net 124 81,458
Assets held for disposition - 46,969
TOTAL ASSETS $410,274 649,113

See accompanying notes to basic financial statements.
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Funds

Other Totd Internal
Enterprise Enterprise Service
Funds Funds Funds Totd
$ 13,356 $ 220412 $14,386 $234,798
- 141,416 - 141,416
1,186 32,752 6,121 38,873
84 4,673 - 4,673
- 1,255 2,516 3,771
145 5,190 1,814 7,004
- 5,935 - 5,935
14,771 411,633 24,837 436,470
11,075 71,127 - 71,127
435 465 - 465
- 268,372 - 268,372
- 349,525 - 349,525
- 560 - 560
- 19,290 - 19,290
1,470 741,594 - 741,594
8,942 1,573,660 4,156 1,577,816
8,521 1,991,772 82 1,991,854
3,835 626,417 7,337 633,754
(13,234) (1,091,503) (5,598) (1,097,101)
9,534 3,841,940 5,977 3,847,917
- 3,739 - 3,739
- 81,582 - 81,582
. 46,969 - 46,969
$35,815 $5,095,202 $30,814 $5,126,016

Continued
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City and County of Denver
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS- CONTINUED

December 31, 2002
(amounts expressed in thousands)

Enterprise
Denver
Wastewater Airport
M anagement System
LIABILITIES
Current liabilities (payable from current assets):
Vouchers payable $ 3,063 $ 19,604
Revenue bonds payable 985 90,180
Capitalized |ease obligations - -
Advances — capital replacement - -
Accrued liabilities 1,027 39,686
Dueto other funds 1,941 7,516
Deferred revenue 7,487 23,068
Tota current liabilities (payable from current assets) 14,503 180,054
Current liahilities (payable from designated assets):
Vouchers payable 1,350 -
Current liabilities (payable from restricted assets):
Vouchers payable - 25,439
Retainage payable - 20,550
Accrued interest and other liabilities - 27,394
Other accrued liahilities - 27,934
Total current liabilities (payable from restricted assets) - 101,317
Total current liabilities 15,853 281,371
Commercia note - 277,545
Revenue bonds payable 29,715 3,710,930
Deferred refunding - (261,404)
Unamortized discounts - (12,241)
Capital lease obligation - -
Other accrued liabilities 1,985 5,634
Claimsreserve - -
TOTAL LIABILITIES 47,553 4,001,735
NET ASSETS
Investment in capital assets, net of related debt 259,814 (100,011)
Restricted:
Capital projects - 38,794
Debt service - 379,620
Unrestricted 102,907 328,975
TOTAL NET ASSETS $362,721 $ 647,378

See accompanying notes to basic financial statements.
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Funds

Other Totd Internal

Enterprise Enterprise Service
Funds Funds Funds Totd
$ 333 $ 23,000 $1,963 $ 24,963
- 91,165 - 91,165
- - 482 482
. - 814 814
112 40,825 301 41,126
269 9,726 308 10,034
- 30,555 - 30,555
714 195,271 3,868 199,139
254 1,604 - 1,604
- 25,439 - 25,439
- 20,550 - 20,550
- 27,394 - 27,394
- 27,934 - 27,934
- 101,317 - 101,317
968 298,192 3,868 302,060
- 277,545 - 277,545
- 3,740,645 - 3,740,645
- (261,404) - (261,404)
- (12,241) - (12,241)
- - 915 915
669 8,188 866 9,054
- - 25,966 25,966
1,637 4,050,925 31,615 4,082,540
9,534 169,337 4,580 173,917
- 38,794 - 38,794
- 379,620 - 379,620
24,644 456,526 (5,381) 451,145
4,178 1,044,277 $ (801) 1,043,476
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City and County of Denver
STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS
PROPRIETARY FUNDS
For the year ended December 31, 2002
(amounts expressed in thousands)

Enterprise
Denver
Wastewater Airport
Management System
OPERATING REVENUES
Charges for services $ 64,113 $435,523
Other revenue - 8,398
TOTAL OPERATING REVENUES 64,113 443,921
OPERATING EXPENSES
Personnel services 16,642 86,490
Contractual services 8,300 129,732
Supplies and materials 2,440 12,654
Depreciation and amortization 8,070 125,692
Metropolitan Wastewater Reclamation District 25,180 -
Services and charges - -
Claim payments - -
Other operating expenses - 9,608
Changein claims reserve - -
TOTAL OPERATING EXPENSES 60,632 364,176
Operating income (l0ss) 3,481 79,745
NONOPERATING REVENUES (EXPENSEYS)
Investment and interest income 3,751 41,840
Other revenue 6 62,730
Grants - 4,568
Interest expense (1,005) (208,267)
Other expense - (20,716)
TOTAL NONOPERATING REVENUES (EXPENSES) 2,752 (119,845)
Income (loss) before contributions and transfers 6,233 (40,100)
Capital grants 7,357 91,152
Transfersin - -
Transfers out 1,000) -
Changein net assets 12,590 51,052
Net assets — January 1 350,131 596,326
NET ASSETS— December 31 $362,721 $647,378

Adjustment to reflect consolidation of internal service fund activities
related to enterprise funds
Net assets of business-type activities (page 43)

See accompanying notes to basic financial statements.
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Funds

Other Totd Internal

Enterprise Enterprise Service
Funds Funds Funds Totd
$13,668 $ 513,304 $33,060 $ 546,364
324 8,722 42 8,764
13,992 522,026 33,102 555,128
5,463 108,595 9,198 117,793
2,888 140,920 1,311 142,231
962 16,056 12,038 28,094
1,015 134,777 805 135,582
1,203 26,383 - 26,383
1,722 1,722 - 1,722
- - 9,867 9,867
- 9,608 5,752 15,360
- - 3,650 3,650
13,253 438,061 42,621 480,682
739 83,965 (9,519) 74,446
762 46,353 320 46,673
- 62,736 102 62,838
- 4,568 - 4,568
- (209,272) (156) (209,428)
(1,076) (21,792) (95) (21,887)
(314) (117,407) 171 (117,236)
425 (33,442) (9,348) (42,790)
- 98,509 - 98,509
- - 9,000 9,000
(9,508) (10,508) (2,226) (12,734)
(9,083) 54,559 (2,574) 51,985
43,261 089,718 1,773 991,491
$34,178 1,044,277 $ (801) 1,043,476

(3,993)
1,040,284
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City and County of Denver
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the year ended December 31, 2002
(amounts expressed in thousands)

Wastewater Denver
FUND M anagement Airport System
CASH FLOWSFROM OPERATING ACTIVITIES
Receipts from customers $ 65,769 $ 449,245
Payments to suppliers (35,364) (173,740)
Payments to employees (17,091) (86,023)
Claims paid - -
Other receipts - -
Other payments - -
Net cash provided (used) by operating activities 13,314 189,482
CASH FLOWSFROM NONCAPITAL FINANCING ACTIVITIES
Transfersin - -
Transfers out (1,000) -
Operating grants - 3,952
Payments for the disposition of assets held for sale - (10,158)
Net cash provided (used) by noncapital financing activities (1,000) (6,206)
CASH FLOWSFROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from issuance of long-term debt 30,700 101,911
Bond issue costs (129) (10,141)
Passenger facility charges - 70,956
Principal payments - (76,985)
Acquisition and construction of capital assets (15,496) (168,212)
Proceeds from sale of capital assets 46 4,692
Interest paid (1,005) (196,940)
Contributions and advances 5,101 71,418
Payments to escrow for current refunding of debt - (13,653)
Net cash provided (used) by capital and related financing activities 19,217 (216,954)
CASH FLOWSFROM INVESTING ACTIVITIES
Purchases of investments - (6,337,029)
Proceeds from sale of investments - 6,243,025
Interest received 4,010 35,129
Net cash provided (used) by investing activities 4,010 (58,875)
Net increase (decrease) in cash and cash equivalents 35,541 (92,553)
Cash and cash equivalents - January 1 95,209 497,283
Cash and cash equivalents - December 31 $130,750 $ 404,730
Reconciliation of Operating Income (L oss) to Net Cash Provided (Used) by Operating Activities
Operating income (loss) $ 3481 $ 79,745
Adjustments to reconcile operating income to net cash provided by operating activities:
Depreciation and amortization 8,070 125,692
Decrease (increase) in accounts receivable, net of allowance 503 (5,875)
Decrease (increase) in due from other funds (760) (876)
Increasein inventories (14) -
Increasein prepaid items - 549
Decrease in vouchers payable (1,592) (1,531)
Increase in deferred revenue 1,914 3,860
Increase (decrease) in accrued and other liabilities 448 (763)
Increase (decrease) in due to other funds 83 (11,319)
Increasein claims reserve - -
Increase in payables from designated assets 1181 -
Net cash provided (used) by operating activities $ 13314 $ 189,482
NONCASH ACTIVITIES
Assets acquired through capital contributions $ 2871 $ -
Unrealized gain (loss) on investments (252) 5,046
Transfer of noncash assets - -
Refunded bond proceeds deposited into irrevocable trust for defeasance of debt - 600,395

See accompanying notes to basic financial statements.
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Other Tota Internal
Enterprise Enterprise Service

Funds Funds Funds Total
$13,757 $528,771 $29,979 $558,750
(5,799) (214,903) (19,909) (234,812)
(5,391) (108,505) (9,707) (118,212)
- - (9,867) (9,867)
(2,077) (2,077) - (2,077)
56 56 - 56

546 203,342 9,504 193,838

- - 9,000 9,000
(9,508) (10,508) (2,226) (12,734)

- 3,952 - 3,952
- (10,158) - (10,158)
(9,508) (16,714) 6,774 (9,940)

- 132,611 - 132,611
- (10,270) - (10,270)

- 70,956 - 70,956
- (76,985) (487) (77.472)
(2,775) (186,483) (761) (187,244)
351 4,738 822 5,911
- (197,945) (159) (198,104)

- 76,519 - 76,519
- (13,653) - (13,653)
(2,424) (200,161) 585 (200,746)

- (6,337,029) - (6,337,029)

- 6,243,025 - 6,243,025

812 39,951 379 40,330
812 54,053) 379 (53,674)
(10,574) (67,586) (2,936) (70,522)
35,005 627,497 17,322 644,819
$24,431 $ 559,911 $14,386 $ 574,297
$ 739 $ 83,965 $(9,519) $ 74,446
1,015 134,777 805 135,582
30 (5,342) (6,039) (11,381)

32 (1,604) , 1,355

(27) (41) (112) (153)

- 549 - 549

(651) (3,774) (644) (4,418)

- 5,774 - 5,774

42 (273) (129) (402)
(634) (11,870) (475) (12,345)

- - 3,650 3,650

- 1,181 - 1,181

$ 546 $ 203,342 $(9,504) $ 193,838
$ - $ 2,871 $ - $ 2871
- 4,794 - 4,794

1,093 1,093 1,790 2,883

- 600,395 - 600,395
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City and County of Denver
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
For the year ended December 31, 2002
(amount expressed in thousands)

Pension Private-Purpose Agency
Trust Funds Trust Fund Funds
ASSETS
Cash and cash equivalents $ 33,720 $947 $21,842
Cash on hand - - 4,745
Receivables (net of allowances for
uncollectible of $3,123):
Taxes - - 345,290
Accounts 1,057 12 1,646
Interest and dividends 5,428 - -
Total receivables 6,485 12 346,936
Investments, at fair value 1,562,377 - -
Capital assets, net of accumulated depreciation 1,291 - -
TOTAL ASSETS 1,603,873 959 373,523
LIABILITIES
Vouchers payable 6,811 466 2,599
Payroall liabilities - - 4,648
Other accrued liabilities - - 305
Deposits held for others - 414 -
Due to taxing units - - 365,971
TOTAL LIABILITIES 6,811 880 373,523

NET ASSETS

$ -

Held in trust for pension benefits and other purposes $1,597,062

See accompanying notes to basic financia statements.
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City and County of Denver

COMBINING STATEMENT OF NET ASSETS

COMPONENT UNITS

December 31, 2002

(amounts expressed in thousands)

Denver  Museum of Other
Urban Renewal Natureand  Denver Art Component
Authority Science Museum Water Board Units Total

ASSETS
Cash and cash equivalents $ 4,243 $13,143 $ 385 $ - $2,913 $ 20,684
Cash on hand - - - 314 - 314
Investments - - 5,213 161,223 130 166,566
Receivables:

Taxes - - - - 4,746 4,746

Accounts 353 3,051 16,566 18,370 290 38,630

Accrued interest 22 - - - - 22

Other 2,431 5,614 1,253 - 273 9,571
Inventories - 304 236 5,355 - 5,895
Prepaid items and other assets 29 1,869 1,893 - 8 3,799
Restricted Assets:

Cash and cash equivalents 27,553 - - - 109 27,662

Investments - - - 6,904 - 6,904

Restricted net assets held by third party - 54,586 78,743 - 88 133,417
Capital Assets:

Land and construction in progress - - 2,330 213,516 - 215,846

Buildings and improvements - - 28,828 1,335,544 394 1,364,766

I mprovements other than buildings - - - 71,709 - 71,709

Machinery and equipment - 9,104 1,319 91,175 1,102 102,700

Accumulated depreciation - (4,203) (19,370) (392,303) (1,112) (416,988)
Long-term receivables (net of allowance

for uncollectibles of $3,076) 3,373 - - 4,543 - 7,916
Other assets 1978 - 238 3,001 - 5,217
TOTAL ASSETS 39,982 83,468 117,634 1,519,351 8,941 1,769,376
LIABILITIES
Vouchers payable - 7,762 1,365 19,354 714 29,195
Accrued ligbilities 1,000 510 898 22,058 235 24,701
Deferred revenue - 140 654 22 5,007 5,823
Advances — customer 100 - - 44,102 - 44,202
Due to other governments 1,703 - - - - 1,703
Noncurrent liabilities:

Due within one year 4,190 1,000 3 17,345 - 22,538

Due in more than one year 89,475 19,000 950 283,350 49 392,824
TOTAL LIABILITIES 96,468 28,412 3,870 386,231 6,005 520,986
NET ASSETS
Invested in capital assets,

net of related debt - - - 1,018,946 385 1,019,331
Restricted for:

Capital construction 7,366 - - 6,904 - 14,270

Emergency use - - - - 317 317

Donor restrictions:

Expendable - 52,859 25,709 - - 78,568
Nonexpendable - 2,506 73,134 - - 75,640

Unrestricted (63,852) (309) 14,921 107,270 2,234 60,264
TOTAL NET ASSETS $(56,486) $55,056 $113,764 $1,133,120 $2,936 $1,248,390

See accompanying notes to basic financial statements.
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City and County of Denver

COMBINING STATEMENT OF ACTIVITIES

COMPONENT UNITS

For the year ended December 31, 2002

(amounts expressed in thousands)

Denver Museum of Denver Other
Urban Renewal Nature and Art Component
Authority Science Museum Water Board Units Totd
EXPENSES $24,792 $62,807 $ 19,583 $ 132,985 $12,733 $ 252,900
PROGRAM REVENUES
Chargesfor services 1,682 8,124 4,611 148,262 2,530 165,209
Operating grants and contributions 1,638 8,000 18,845 45,365 257 74,105
TOTAL PROGRAM REVENUES 3,320 16,124 23,456 193,627 2,787 239,314
Net (expense) revenue (21,472) (46,683) 3,873 60,642 (9,946) (13,586)
GENERAL REVENUES
Taxes:
Property - - - - 4,396 4,396
Other 20,435 6,858 5,645 - 5,032 37,970
Investment and interest income 698 308 161 8,184 53 9,404
Miscellaneous 5,548 9,804 44,826 313 428 60,919
NET GENERAL REVENUES 26,681 16,970 50,632 8,497 9,909 112,689
Change in net assets 5,209 (29,713) 54,505 69,139 (37) 99,103
Net Assets— January 1 (61,695) 84,769 59,259 1,063,981 2,973 1,149,287
NET ASSETS - December 31 $(56,486) $55,056 $113,764 $1,133,120 $2936  $1,248,390

See accompanying notes to basic financial statements.
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City and County of Denver
NOTESTO BASIC FINANCIAL STATEMENTS- CONTINUED
December 31, 2002

| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in accordance with accounting principles generally accepted
in the United States of America (GAAP) applicable to governmental entities. A summary of the City and County of
Denver’s significant accounting policies applied in the preparation of these financial statements follows.

NOTE A - REPORTING ENTITY

The City and County of Denver (City) was incorporated in 1861 and became a Colorado Home Rule City on March 29,
1904, under the provisions of Article XX of the Constitution of Colorado, as amended. In 1904, the people of the City
ratified a Charter providing for a Mayor-Council form of government. The City is operated by authority of the powers
granted by its Charter. The City provides the usual municipal services with the exception of education, public housing,
and sewage treatment that are administered by other governmental agencies.

Asrequired by GAAP, these financial statements present the City (primary government) and its component units. The
component units discussed below are included in the City’s reporting entity because of the significance of their
operational or financial relationships with the City in accordance with Governmental Accounting Standards Board
(GASB) Statement No. 14, The Financial Reporting Entity and GASB Statement No. 39, Determining Whether Certain
Organizations Are Component Units, an amendment of GASB Satement 14. Certain amounts reported in the individual
component unit financial statements have been reclassified to conform to the City’s accounting policies. Each component
unit has a December 31 year-end, except for the Denver Art Museum, Inc., which has a September 30 year-end.

1. Blended Component Units. Following is a description of those legally separate component units for which the City is
financially accountable that are blended with the primary government because they are, in substance, part of the
government’s operations. Blended means the data from these units are combined with data of the primary government.

Denver Capital Leasing Corporation (Corporation) The Corporation was organized by the City as a nonprofit corporation
in accordance with state law to facilitate financing of certain capital projects for the City. A three-member board initially
appointed by the Mayor is responsible for governing the Corporation, including the appointment of individualsto servein
the event of any vacancies. The Corporation is reported as a blended component unit because it provides services
primarily to the City. The assets and obligations of the Corporation are presented within certain governmental funds,
proprietary funds, and component units according to their participation.

Southwest Commons and Gateway Village General Improvement Districts (Districts) The City created the Districts as
separate legal entities pursuant to state law. The Districts' boards of directors consist of the members of the City Council.
The Districts are reported as blended component units in the Debt Service Funds, and Capital Project Funds because they
are operated by City management and provide services entirely to the City.

Denver Employees Retirement Plan (DERP) DERP s a separate legal entity established by City ordinance to provide
pension benefits for substantially all City employees, except police officers and fire fighters. The Mayor appoints the
members of the DERP governing board. DERP s presented as a Pension Trust Fund because DERP serves the employees
of the City. The net assets of DERP are held for the sole benefit of the participants and are not available for appropriation.

2. Discretely Presented Component Units. The financia data of the following component units are reported in separate
columns to emphasize that they are legally separate from the City.

Cherry Creek Subarea, Old South Gaylord, Cherry Creek North, Colfax, and Downtown Denver Business Improvement
Didtricts (BID) Each BID is established by the City in accordance with state law for the purpose of maintaining public
improvements and planning development activities within each BID’s geographic boundaries. The City approves annual
operating budgets for the BIDs and appoints the governing board of each BID. These component units are included in the
other component units in the combining statements.
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City and County of Denver
NOTESTO BASIC FINANCIAL STATEMENTS- CONTINUED
December 31, 2002

| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

NOTE A - REPORTING ENTITY, continued

Denver Urban Renewal Authority (DURA) DURA was created as a separate legal entity by the City pursuant to the state
Urban Renewal Law to acquire, clear, rehabilitate, conserve, develop or redevelop identified slum or blighted areas
existing within the City. The Mayor appoints the DURA board of directors subject to City Council approval. DURA
cannot undertake any urban renewal projects unless the City approves the urban renewal plan.

Denver Art Museum, Inc. (DAM) DAM operates the Denver Art Museum for the City. DAM isthe Art Agency for the
City. The City does not appoint a voting majority of the DAM’s board. The City provides amaterial subsidy to the DAM,
$2,209,000 for the 2002 fiscal year, to be used for general operating expenses of the museum and DAM employees are
subject to the rules of the City’s personnel system. The nature and significance of the relationship between the City and
DAM is such that it would be misleading to exclude the DAM from the City’s financial statements.

Denver Museum of Nature and Science (DMNS) DMNS serves as the Natural History Agency of the City. DMNS
operates and manages the Museum of Nature and Science at Denver City Park. The City makes an annual appropriation to
DMNS, $8,309,000 for the 2002 fiscal year, as compensation for the care, control, maintenance, management, and
development of the museum. DMNS must donate al of itsright, title, and interest in exhibits at the museum to the City
for the benefit of the people of the City. The nature and significance of the relationship between the City and DMNS s
such that it would be misleading to exclude the DMNS from the City’s financial statements.

Denver Metro Convention and Visitor’s Bureau, Inc. (Bureau) The Bureau is anonprofit corporation organized to solicit,
induce, and persuade sundry organizations to hold their conventionsin the City and to encourage tourists and other
personsto visit the City and state. The Bureau is closely related to the City because the City makes a significant annual
appropriation to the Bureau and the Bureau must incorporate City comments and suggested changes to its annual budget.
This component unit isincluded in the other component units in the combining statements.

Water Board The Water Board was created pursuant to the City Charter as a separate legal entity. The Water Board's five
member governing body is appointed by the Mayor and oversees the City water system. Due to the significance of the
relationship between the Water Board and the City, it would be misleading to exclude the Water Board financial
statements from those of the City.

Complete financia statements of the following individual discretely presented component units can be obtained from their
respective administrative offices:

Cherry Creek Subarea BID Denver Urban Renewal Authority
10542 Jewell Ave. 1555 Cdlifornia &., Suite 200

Aurora, Colorado 80012 Denver, Colorado 80202

Old South Gaylord BID Denver Art Museum, Inc.

1040 S. Gaylord St., Suite 202 100 W. 14™ Ave. Parkway

Denver, Colorado 80209 Denver, Colorado 80204

Cherry Creek North BID Denver Museum of Nature and Science
3003 E. 3rd Ave., Suite 104 2001 Colorado Blvd. - City Park
Denver, Colorado 80206 Denver, Colorado 80205

Colfax BID Denver Metro Convention and Visitor’s Bureau, Inc.
P.O. Box 18853 1555 Cdlifornia &., Suite 300

Denver, Colorado 80218 Denver, Colorado 80202

Downtown Denver BID Water Board

511 16™ ., Suite 200 1600 W. 12" Ave.

Denver, Colorado 80202 Denver, Colorado 80204
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City and County of Denver
NOTESTO BASIC FINANCIAL STATEMENTS- CONTINUED
December 31, 2002

| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

NOTE A - REPORTING ENTITY, continued

3. Related Organizations. The City appoints members to the boards of the following organizations, but the City’s
accountability for the organizations does not extend beyond making these appointments and there is no fiscal dependency
of these organizations on the City.

Denver Health and Hospital Authority (Authority) The Authority isapolitical subdivision and body corporate of the State
of Colorado. The Authority entered into contractual agreements with the City to obtain and operate the City’s existing
hospital system. In accordance with the contractual agreements between the Authority and the City, the City paid the
Authority $45,685,000 for providing various health related servicesto the City and its residents during 2002. In addition,
the Authority made payments in the amount of $1,399,000 to the City for police, fire, legal and human resources services.

Denver Housing Authority (DHA) The DHA was created by ordinance in accordance with U.S. Department of Housing
and Urban Development (HUD) regulations. Its five-member board controls the daily administration and operations of the
DHA. The DHA is dependent on Federal funds from HUD and, as aresult, is not financially dependent on the City. In
addition, the City is not responsible for any deficitsincurred and has no fiscal management control over the DHA.

Stapleton Development Corporation (SDC) The City and DURA agreed to create a nonprofit corporation, whose
objectives would include, but not be limited to, planning an orderly public purpose assessment and redevel opment
program for the former Stapleton International Airport property that serves the best public interest of the City and its
municipal airport system, and implementing the redevelopment plan for the Stapleton property. The plan should include
the disposition of the property, utilizing real estate devel opment techniques and bringing to bear financial resources and
financial options that may not otherwise be directly available to the City and DURA. The SDC board of directorsis
composed of 11 voting members representing the business community and surrounding neighborhood at Stapleton. The
Mayor appoints nine voting members, two voting members are appointed by DURA, and all 11 voting members are
confirmed by the City Council. SDC is not financially accountable to either the City or DURA, as the City and DURA
cannot impose their will on SDC, nor does afinancia benefit or burden exist between the organizations. SDC has entered
into a contractual agreement with the City whereby the City paid SDC $1,500,000 for management services during 2002.

NOTE B —GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements, which include the statement of net assets and statement of activities, report
information on all of the nonfiduciary activities of the primary government and its component units. For the most part, the
effect of interfund activity has been removed from these statements. Governmental activities, which generaly are
supported by taxes, intergovernmental revenues, and other nonexchange transactions, are reported separately from
business-type activities, which rely generally on fees and charges to external parties. Likewise, the primary government is
reported separately from certain legally separate component units for which the primary government is financially
accountable.

The statement of activities demonstrates the extent to which the direct expenses of a given function or business-type
activity is offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include 1) charges to customers who purchase, use, or directly benefit from goods, services, or
privileges provided by the programs and 2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular program, internally dedicated resources, including special assessments. Internally
dedicated resources, taxes, and other items not properly included among program revenues are reported instead as general
revenues.
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City and County of Denver
NOTESTO BASIC FINANCIAL STATEMENTS- CONTINUED
December 31, 2002

| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

NOTE B —GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS, continued

Separate fund financia statements are provided for governmental funds, proprietary funds, fiduciary funds, even though
the latter are excluded from the government-wide financia statements, and component units. The emphasis of fund
financial statementsis on major governmental funds, enterprise funds, and component units, each reported as a separate
column. All remaining governmental funds, enterprise funds, and component units, are aggregated and reported as
nonmajor funds.

NOTE C - MEASUREMENT FOCUS, BASISOF ACCOUNTING, AND STATEMENT PRESENTATION

The government-wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting, as are the proprietary, fiduciary, and component unit fund financial statements. Revenues are recorded
when earned and expenses are recorded when aliability isincurred, regardless of the timing of the related cash flows. On
an accrual basis, 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 have been met.

Governmental fund financia statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are recognized when they
are measurable and available. Available means collectible within the current period, or soon enough thereafter, to pay
liabilities of the current period. The City considers all revenue as available, if collected within 60 days after year-end.
Property taxes, sales and use taxes, franchise taxes, occupational privilege taxes, interest revenue, grant revenue, and
charges for services are susceptible to accrual. Other receipts, fines, licenses, permits, and parking meter revenues become
measurable and available when cash is received by the City and are recognized as revenue at that time. Grant revenueis
considered available if expected to be collected within one year and all eligibility requirements are met. Expenditures are
recorded when the related liability isincurred, except for debt service expenditures, and certain compensated absences and
claims and judgments which are recognized when the payment is due.

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 reported in another fund.

The Human Services specia revenue fund is used to account for proceeds of restricted revenue to be used for public
assistance and welfare activities.

The City reports the following mgjor proprietary funds:
The Wastewater Management fund accounts for the City’s storm and sewer operations.
The Denver Airport System fund accounts for the operation of the City’s airport system which includes Denver
International Airport.

The City reports the Water Board, DURA, Museum of Nature and Science and Denver Art Museum discretely presented
component units as major component units.

Additionally, the City reports the following fund types:

Internal service funds account for the print shop, data processing, fleet maintenance, asphalt plant, and workers
compensation services provide to the various departments and agencies of the City on a cost reimbursement basis.
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| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

NOTE C - MEASUREMENT FOCUS, BASISOFACCOUNTING AND STATEMENT PRESENTATION - continued

The private-purpose trust funds are used to account for resources legally held in trust by the City for use by various
organizations for various purposes. All resources of the funds, including any earnings on invested resources, may be
used to support the various activities of the organizations. There is no requirement to preserve the resources as capital.

Pension trust funds account for the Denver Employees' Retirement Plan and Deferred Compensation Plan which
accumulate resources for pension benefit payments to qualified City employees and amounts employees defer from
their income.

Agency funds account for miscellaneous assets held by the City for other funds, governmental units, and individuals.
The agency funds are custodial in nature and do not involve measurement of results of operations.

The City reports its government-wide and enterprise fund financial statements following all applicable GASB
pronouncements as well as the following pronouncements issued on or before November 30, 1989, unless the
pronouncements conflict with or contradict GASB pronouncements: Financial Accounting Standards Board (FASB)
Statements and I nterpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins. Governments
are given the option whether or not to apply all FASB Statements and I nterpretations issued after November 30, 1989. The
City has elected not to implement this option. However, certain component units, including the DAM, DMNS, and the
Bureau have elected this option.

The effect of interfund activity generally has been eliminated from the government-wide financial statements. Exceptions
to this practice include payments and other charges between the City’s enterprise funds and various other functions of the
government. Elimination of these charges would distort the direct costs and program revenues reported for the various
functions affected.

Proprietary funds distinguish operating revenues and expenses from nonoperating 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. The principal operating revenues of the enterprise and internal service funds are charges to
customers for sales and services. Operating expenses for the enterprise and internal service funds include the
administrative expenses, cost of sales and services, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, the City uses the restricted resources first, then
unrestricted resources as needed.

NOTE D —-ASSETS, LIABILITIES,AND NET ASSETSOR EQUITY

1. Cash and Investments. Except when prohibited by trust agreements, the operating cash in each fund is pooled in the
City Treasury and cash in excess of operating requirements is invested by the City Treasurer. The City Charter authorizes
the type of investments, which include governmental obligations, prime commercia paper, prime bankers acceptances,
repurchase agreements, securities lending and other similar securities. Certain proprietary funds, the pension trust fund,
and component units maintain deposits outside the City Treasurer’s pool. These deposits are primarily demand deposits
and government obligations. Investments are stated at fair value, which is primarily determined based upon quoted market
prices at year end. Fair values of real estate and other investments are determined by independent periodic appraisals.
Equity in treasurer’s cash and investmentsisincluded in cash and cash equivalents.

Generally, investment income earned as aresult of pooling is distributed to the appropriate funds utilizing a formula based
on the average daily balance of cash and investments of each fund.
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| - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

NOTE D —ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY, continued

2. Cash Equivalents. For purposes of the statement of cash flows for al proprietary funds, the City considers all
investments held in the treasurer’s pool to be cash equivalents. For proprietary funds, the pension trust fund, and
component units with separate investment pools, investments with maturities of three months or less from the date of
purchase are considered cash equivalents.

3. Property Taxes Receivable. Property taxes are reported as a receivable and as deferred revenue when the levy is
certified by the City’s Assessor on or before December 15 of each year unlessthere is a special election. Property taxes
receivable is reduced by an allowance for uncollectible taxes. Property taxes are due and considered earned on January 1
following the year levied. The first and second halves become delinquent on March 1 and June 16, respectively. Tax rate
levy authority for the 2002 fiscal year was approved when Ordinance 966, Series of 2002, was adopted by the City
Council and approved by the Mayor.

4. Water and Wastewater Service Accounts. Sanitary sewer accounts are maintained, billed, and collected by the Water
Board component unit in connection with its water accounts. The Wastewater Management enterprise fund is responsible
for billing and collecting storm drainage charges using a cycle billing system. Flat rate accounts and certain cycle billings
are billed in advance on a monthly basis and revenues relating to future years are classified as deferred revenue. Metered
accounts are billed in arrears and have been accrued.

5. Interfund Receivables/Payables. During the course of operations, numerous transactions occur between individual
funds for goods provided or services rendered. The balances from these transactions are classified as “ due from other
funds’ or “due to other funds’ on the balance sheet. Other interfund receivables/payables between individual funds have
occurred because some funds have overdrawn their equity share of pooled cash.

6. Due From Other Governments. Due from other governments includes amounts due from grantors for grants for
specific programs and capital projects. Program and capital grants for capital assets are recorded as receivables and
revenues when all eligibility requirements are met. Revenues received in advance of project costs being incurred or for
which eligibility requirements have not been met are deferred. In the governmental funds, revenue recognition depends on
the timing of cash collections (availahility).

7. Inventoriesand Prepaid Items. The City values inventories at the government-wide level in the proprietary funds
and certain component units at cost, which approximates market, and accounts for them using either the weighted average
method or the first-in/first-out method. The costs of governmental fund type inventories are recorded as expenditures
when purchased.

Payments made to vendors for services representing costs applicable to future accounting periods are recorded as prepaid
items.

8. Restricted and Designated Assets. Certain assets of the Wastewater Management and Environmental Service
enterprise funds have been designated by management to be used for future plant and equipment expenditures and
payment of certain liabilities.

Certain assets of the General Fund, General Government specia revenue fund and certain component units are classified
as restricted assets because their use is completely restricted by State Statute (see Note I V-E-8).

Certain resources of the Denver Airport System enterprise fund are classified as restricted assets on the balance sheet
because their use islimited by applicable bond covenants. These covenants require the accumulation of resources for
current principal and interest on both bonds and subordinate bonds, principal and redemption price on term bonds subject
to mandatory redemption, principal and interest emergency reserve, and operating and mai ntenance emergency reserve.
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In the Genera fund, Human Services specia revenue fund, Wastewater Management enterprise fund, and the Water Board
component unit, certain proceeds from Certificates of Participation (see Note I11-E-2) are classified asrestricted in
accordance with the program restrictions.

Resources received through donor-restricted endowments are classified as restricted assets in the DAM and DMNS
component units.

Certain resources set aside for collateralization of Certificates of Participation are classified as restricted assetsin the
Water Board component unit.

9. Capital Assets. Land, collections, construction in progress, buildings, equipment, and infrastructure assets are
reported in the applicable governmental or business-type activities, or component unit columns of the government-wide
financial statements. Such assets are recorded at cost or estimated cost if purchased or constructed. Donated capital assets
arerecorded at their estimated fair value at the date of donation. The capitalization threshold of the City is $5,000. The
costs of normal maintenance and repairs that do not add to the value of the assets or materially extend assets' lives are not
capitalized. Interest incurred during the construction phase of capital assets of business-type activities is reflected in the
capitalized value of the asset constructed, net of interest earned on the invested proceeds over the same period.

Assets under capital leases are recorded at the present value of future minimum lease payments and are amortized using
the straight-line method over the shorter of the lease term or their estimated useful life.

Capital assets of the City and certain component units are depreciated using the straight-line method over the following
estimated useful lives:

Buildings and improvements 510 80 years
Motor vehicles and motorized equipment 5to 25 years
Furniture, machinery, and equipment 3to 25 years
Collections 15 years
Infrastructure 10to 80 years

Collections include library books which are depreciated over a 15 year life using the composite method.

Assets held for disposition consist primarily of the net book value of the Stapleton International Airport, which ceased
aviation operations on February 27, 1995 and are recorded in the Denver Airport System enterprise fund. No depreciation
is recorded for assets held for disposition.

10. Long-term Obligations. The City records long-term debt and other long-term obligations as liabilitiesin the
government-wide financial statements, and proprietary fund typesin the fund financial statements. Bond premiums,
discounts, deferred refunding gains (losses), and issuance costs, are deferred and amortized over the life of the bonds
using the effective interest method or the straight line method over the term of the debt, except for deferred refunding
gains (losses) which are amortized using the same methods over the shorter of the term of either the new or old debt. Bond
premiums and discounts, and deferred refunding gains (losses) are presented as an addition or reduction of the face
amount of the bond payable, and issuance costs are recorded as deferred charges.

In the fund financia statements for governmental fund types, bond premiums, discounts, and issuance costs are
recognized as expenditures during the current period. Bond proceeds and bond premiums are reported as an other
financing source. Bond discounts are reported as an other financing use. Issuance costs, even if withheld from actual net
proceeds received, are reported as debt service expenditures.
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11. Compensated Absences. The City has vacation and sick leave policies covering substantially all of its employees, as
follows:

Career Service Authority
Fire and Police Departments Classified Service
District Attorney and Judges

Employees may accumulate earned but unused benefits up to a specified maximum. The City has recorded an accrued
liability for compensated absences in the government-wide and proprietary fund financial statements. A liability is
recorded for these compensated absences in the governmental funds only if they have matured as a result of employee
resignations or retirements. Expenditure or expenses for compensated absences are recorded in the applicable fund upon
employee termination.

12. Fund Equity. Inthe fund financial statements, governmental funds report reservations of fund balance representing
amounts that are not appropriable or are legally segregated for a specific purpose. Designations of fund bal ance represent
tentative management plans that are subject to change.

NOTE E-IMPLEMENTATION OF NEW ACCOUNTING PRINCIPLES

1. Governmental Accounting Standards Board Satement No. 34. 1n 2002, the City implemented the provisions of
GASB Statement No. 34, Basic Financial Satements—and Management’s Discussion and Analysis—for Sate and Local
Governments, which established a new financial reporting model to be used by state and local governments.

GASB Statement No. 34 requires the presentation of government-wide financial statements prepared using the accrual
basis of accounting and economic resources measurement focus for all of the City’s activities. Government-wide financia
statements distinguish between the City’s governmental and business type activities and activities of discretely presented
component units on a statement of net assets and statement of activities. The statement of net assets includes not only
current assets and liabilities but also all capital assets (including governmental infrastructure assets) and other long-term
assets and liabilities, which were previously reported in General Fixed Asset Account Group and General Long-Term Debt
Account Group. The statement of activities reports all of the City’s revenues and costs (including depreciation expense on
capital assets) of providing services. Accordingly, the City recorded capital assets and certain other long-term term assets
and liabilitiesin the statement of net assets, and reported all revenues and the cost of providing services using the accrual
basis of accounting in the statement of activities.

In addition to the government-wide financia statements, the City has prepared fund financial statements, which continue
to use the modified accrual basis of accounting and the current financial resources measurement focus. Accordingly, the
accounting and financial reporting for the City’s General Fund Special Revenue Funds, Capital Projects Funds, and Debt
Service Fundsis similar to that previously presented in the City’s financial statements, although the format of financial
statements has been modified by Statement No. 34.

GASB Statement No. 34 also requires that financial statements be accompanied by Management’s Discussion and
Analysis (MD&A), as required supplementary information, to include a narrative introduction and analytical overview of
the City’sfinancia activities. Statement No. 34 also eliminated contributed capital and classified net assets into invested
in capital assets net of related debt, restricted and unrestricted.

2. Governmental Accounting Standards Board Satement No. 36. In 2002, the City implemented the provisions of
GASB Statement No. 36, Receipt Reporting for Certain Shared Nonexchange Revenues. This statement amended GASB
Statement No. 33, Accounting and Financial Reporting for Nonexchange Transactions, which the City adopted in 2001,
with respect to the manner in which shared nonexchange revenues are accounted for by recipient governments. GASB
Statement No. 36 did not have any material impact in the way the City records revenues.
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3. Governmental Accounting Standards Board Statement No. 37. 1n 2002, the City implemented the provisions of
GASB Statement No. 37, Basic Financial Satements—and Management’s Discussion and Analysis—for Sate and Local
Governments: Omnibus. GASB Statement No. 37 amended GASB Statement No. 34 to clarify certain provisions and
modified other provisions that had unintended consequences in some circumstances. Accordingly, the City considered the
effects of this statement when adopting the provisions of GASB Statement No. 34 as described above.

4. Governmental Accounting Standards Board Statement No. 38. 1n 2002, the City implemented the provisions of
GASB Statement No. 38, Certain Financial Satement Note Disclosures. This statement modifies, establishes, and
rescinds certain note disclosures to be adopted concurrent with the implementation of GASB Statement No. 34.
Accordingly, the City revised certain note disclosures to conform to the requirements of GASB Statement No. 38 when
adopting the provisions of GASB Statement No. 34 as described above.

5. Governmental Accounting Standards Board Satement No. 39. In 2002, the City implemented the provisions of
GASB Statement No. 39, Determining Whether Certain Organizations are Component Units, which amended GASB
Statement No. 14, The Financial Reporting Entity. GASB Statement No. 39 provides additional guidance to determine
whether certain organizations for which a primary government is not financially accountable should be reported as
component units based upon the nature and significance of the relationship between them and the primary government.
Accordingly, the City did not change the reporting of any component units based upon the adoption of the standard.

6. Governmental Accounting Standards Board Statement No. 41. The City implemented the provisions of GASB
Statement No. 41, Budgetary Comparison Schedules — Per spective Differences. GASB Statement No. 41 amended GASB
Statement No. 34 to clarify budgetary presentation requirements. Accordingly, the City considered the effects of this
statement when adopting the provisions of GASB Statement No. 34 as described above.

7. Governmental Accounting Standards Board Interpretation No. 6. 1n 2002, the City implemented the provisions of
GASB Interpretation No. 6, Recognition and Measurement of Certain Liabilities and Expenditures in Governmental Fund
Financial Satements, concurrently with the implementation of GASB Statement No. 34. GASB Interpretation No. 6
clarifies the application of standards for modified accrual recognition of certain liabilities and expenditures at the fund
level. Accordingly, the City considered the effects of this statement when adopting the provisions of GASB Statement No.
34 as described above.

Il —STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

NOTEA - DEFICIT FUND EQUITY

At December 31, 2002, the General Improvement District capital project fund and the Workers Compensation internal
service fund (see Note I1V-B) had deficit fund balance or net assets in the amounts of $59,000 and $12,121,000,
respectively. The City closely monitors the situation and deficits are funded through unreserved fund balance/unrestricted
net assets.

At December 31, 2002, the DURA component unit also had deficit net assets of $56,486,000.
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NOTE A - DEPOSITSAND INVESTMENTS

1. Deposits. At year-end, the carrying amount of the City’s deposits was $43,832,000 and the bank balance was
$38,731,000. Of the total bank balance, $591,000 was covered by federal depository insurance and $38,140,000 was
uninsured and collateralized with securities held by banks in their trust departments in the City’s name. The State’s Public
Deposit Protection Act (PDPA) precludes the City from requiring banks to hold securitiesin the City’s name.

The carrying amount of deposits for the component units was $21,898,080 and the bank balance was $21,024,000. Of the
bank balance, $1,212,000 was covered by federal depository insurance and $19,812,000 was uninsured and collateralized
with securities held by banks in their trust departmentsin the entity’s name. The State’s PDPA is also applicable to the
component units.

The City’s deposits are subject to, and are in accordance with, the State of Colorado’s PDPA. Under this act, all uninsured
deposits are to be fully collateralized. The eligible collateral pledged must be held in custody by any Federal Reserve
Bank, or branch thereof, or held in escrow by some other bank in a manner as the banking commissioner shall prescribe
by rule and regulation, or may be segregated from the other assets of the eligible public depository and held in its own
trust department. All collateral so held must be clearly identified as being security maintained or pledged for the aggregate
amount of public deposits accepted and held on deposit by the eligible public depository. The depository has the right at
any time to make substitutions of eligible collateral maintained or pledged and isat all times entitled to collect and retain
al income derived from those investments without restrictions. Deposits collateralized under the PDPA are considered
collateralized with securities held by the pledging financia institutions trust department or agent in the “City’s name,”
because the collateral pool meets the “held in name of the government” criterion.

2. Investments. The City’sinvestment portfolio includes investments that bear interest at variable rates or which
periodically increase, investments in mortgage-backed securities, and investments that are callable by the issuer at par.
With respect to these investments, as well as other investments within the City’s portfolio, the City is subject to market
risk, which represents the exposure to changes in the market, such as a change in interest rates or a change in price or
principal value of asecurity. Additionally, certain component units are exposed to credit risk associated with their
investment portfolio. Credit risk is the exposure to the default of counterparties to investment transactions.

The City’s investments are categorized into these three categories of credit risk:

1. Insured or registered, or securities held by the City or its agent in the City’s name.

2. Uninsured and unregistered, with securities held by the counterparty’s trust department or agent in the City’s
name.

3. Uninsured and unregistered, with securities held by the counterparty or by its trust department or agent but not in
the City’s name.

At December 31, 2002 the City’s investment balances were as follows (amounts are expressed in thousands):

Category Fair
1 2 3 Value
U.S. Treasury securities $ 712,460 $ - $ - $ 712,460
U.S. Agency securities 429,840 - - 429,840
Commercial paper 500,892 - - 500,892
Repurchase agreements 609,092 - - 609,092
Common stock 669,251 - - 669,251
Corporate Bonds 6,121 - - 6,121
TOTAL CATEGORIZED $2,927,656 $ - $ - 2,927,656
Investments not categorized (investments are not evidenced by securities):
Real estate 123,328
Mutual funds 288,999
Other 30,884
TOTAL INVESTMENTS $3,370,867
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NOTE A - DEPOSITSAND INVESTMENTS, continued
At December 31, 2002 the investment bal ances of the component units were as follows (amounts expressed in thousands):

Category Fair
1 2 3 Value
U.S. Treasury securities $ 97,265 $ - $ - $ 97,265
Repurchase agreements 123 - - 123
Corporate Bonds 62,208 - - 62,208
TOTAL CATEGORIZED $159,596 $ - $ - 159,596
Investments not categorized (investments are not evidenced by securities):
Real estate 42
Mutual funds 37,524
Other 3,070
TOTAL INVESTMENTS $200,232

A reconciliation of cash and investments as shown in the basic financia statements as of December 31, 2002, is as follows
(amounts expressed in thousands):

Primary Component
Government Units Total

Governmental and Business-typeActivities

Cash and cash equivalents $ 973,151 $ 20,684 $ 993,835
Cash on hand 2,593 314 2,907
Investments 141,416 166,566 307,982
Restricted cash and cash equivalents 324,382 27,662 352,044
Restricted investments 349,525 6,904 356,429
Total governmental and business-type activities 1,791,067 222,130 2,013,197
Fiduciary

Cash and cash equivalents 56,510 - 56,510
Cash on hand 4,745 - 4,745
Investments 1,562,377 - 1,562,377
Total fiduciary 1,623,632 - 1,623,632
Tota 3,414,699 222,130 3,636,829
Less deposit balance (43,832) (21,898) (65,730)
TOTAL INVESTMENTS $3,370,867 $200,232 $3,571,099

3. Securities Lending Transactions. Under provisions of the City’s Charter, the City may enter into securities lending
transactions with broker-dealers and other entities (borrowers) who must provide collateral that will be returned for the
same securities in the future. The City maintains custody of the collateral securities. The collateral securities cannot be
pledged or sold by the City unless the borrower defaults. The City requires borrowers, at the time of the initial transaction,
to provide collateral securities with a market value of 102 percent of the market value of the securities lent. Additional
collateral must be provided by the next business day if the value of the collateral falls to less than 100 percent of the
market value of the securities lent. No more than 20 percent of the City’s investment portfolio may be used in securities
lending transactions. The City does not have credit risk exposure on securities lending transactions because borrowers
provide more in collateral than they receive in underlying securities, and all transactions are settled on a delivery versus
payment basis. The City earns a fee on each securities lending transaction which is negotiated with the borrower at the
inception of each transaction. As of December 31, 2002, there were no outstanding securities lending transactions.
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NOTE B —RECEIVABLES
1. Accounts Receivable Allowances at December 31, 2002. (Amounts expressed in thousands.):

Governmental Business-type Fiduciary

Activities Activities Funds

General Fund $ 9,772 $ - $ -
Human Services 299 - -
Other Governmental Funds 52,121 - -
Wastewater Management - 1,088 -
Denver Airport System - 12,056 -
Agency - - 3,123
Total Allowances $62,192 13,144 $3,123

Western Pacific Airlines, Vanguard Airlines, United Airlines, US Airways and Kitty Hawk, all filed for bankruptcy
protection. Asaresult of these filings, the Denver Airport System fully reserved its accounts receivable from these
airlines with an allowance for doubtful accounts of $12,056,000.

2. Notes Receivable. The special revenue funds' notes receivable balance at December 31, 2002, is comprised of the
following (amounts expressed in thousands):

Skyline Economic Development Loans $ 18,642
Business Revitalization Loans 110,959

129,601
Less allowances for uncollectibles (51,110
NOTESRECEIVABLE, NET $78,491

The allowance for uncollectibles of $51,110,000 isincluded in the accounts receivable allowance of $52,121,000 above.

The Skyline Economic Devel opment and Business Revitalization loans were made to qualified program recipients under
the Community Development Neighborhood Revitalization Program to provide business owners with working capital in
order to promote growth in targeted City areas. The loans bear interest at rates ranging from zero to eight percent per
annum and are collateralized by the underlying properties. The loans are due in varying amounts through the year 2042.

3. Long-Term Receivables Allowance at December 31, 2002. Included in long-term receivables are amounts related to
reimbursement for construction costs, parking fines, court fines, and library fines. The City recorded an allowance for
uncollectible accounts for governmental activities of $9,544,000. The DURA component unit recorded an allowance of
$3,076,000.

4. Operating Leases. The Denver Airport System leases portions of its Denver International Airport buildings and
improvements under non-cancelable operating leases. Lease terms vary from 1 to 30 years. The operating leases require
retail concessionsto pay a minimum guarantee or percentage of gross receipts, whichever is greater. Revenue from these
operating leases of $32,800,000 was recognized in the Denver Airport System enterprise fund during the year ended
December 31, 2002. Minimum future rentals due from concessions under operating |eases are as follows (amounts
expressed in thousands):

Year Ending

December 31

2003 $ 30,927
2004 26,747
2005 25,078
2006 23,482
2007 23,482
Thereafter 142,903
TOTAL $272,619
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Leases with airlines with terms of 10 years and 30 years are terminable by the airline if the airline’s cost per enplaned
passenger exceeds $25 and $20 (in 1990 dollars), respectively. Rental rates for airlines are established using the rate
making methodology whereby a compensatory method is used to set terminal rental rates and aresidual method is used to
set landing fees. Rentals, fees, and charges must generate gross revenues together with other available funds sufficient to
meet rate maintenance covenants per governing bond ordinances.

NOTE C - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
The following schedules reflect the City’ s interfund balances as of December 31, 2002 (amounts expressed in thousands):
1. DueFrom/To Other Funds.

Payable Fund
Denver
Genera  Human Bond Non-magjor Wastewater Airport Non-magor Internal
Receivable Fund Fund Services Projects Governmental Management System Business Service Total
General Fund $ -  $139% $176 $2,007 $1,888 $6,183 $251 $244 $12,145
Human Services - - - 4,005 - - - - 4,005
Non-major Governmental 283 4,248 - 715 2 14 - 21 5,283
Wastewater Management 7 - - - - 1,219 - - 1,226
Denver International Airport - - - - - - - 29 29
Internal Service Funds 2,154 129 - 50 51 100 18 _ 14 2,516
Total $2444  $5,773 $176 6,777 1,941 $7,516 $269 $308 $25,204

These balances result from the time lag between the dates that interfund goods and services are provided or reimbursable
expenditures occur, transactions are recorded in the accounting system, and payments between funds are made. In
addition, some balances result from the overdraft of cash balancesin the payable funds.

2. Transfers.
Transfers Out
General Non-major Wastewater  Non-major Internal
Transfersin Fund Governmenta Management Business Service Tota
General Fund $ - $23,739 $1,000 $ 200 $2,226 $ 27,165
Human Services - 10 - - - 10
Non-major governmental 46,045 34,810 - 9,308 - 90,163
Internal Service Funds 9,000 - - - - 9,000
Total $55,045 $58,559 1,000 9,508 2,226 $126,338

Transfers are used to move revenues from the fund that the City budget requires to collect them to the fund required to
expend them, and use unrestricted revenues collected in the General Fund to finance various activities accounted for in
other funds. Per City ordinances, the Information Services Internal Service Fund amount of $2,226,000 was closed out to
the General Fund and the Stadium Enterprise Fund amount of $8,908,000 was closed out to the Capital |mprovement
Fund.
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NOTE D - CAPITAL ASSETS

Capital asset activity for the year ended December, 31, 2002, was as follows (amounts expressed in thousands):

1. Governmental Activities.

Capital assets not being depreciated:
Land and land rights
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated:
Buildings and improvements
Equipment and other
Collections
Infrastructure

Total capital assets being depreciated

L ess accumulated depreciation for:
Buildings and improvements
Equipment and other
Collections
Infrastructure

Total accumulated depreciation

Total capital assets being depreciated, net

Governmental Activities Capital Assets, net

2. Business-type Activities.

Capital assets not depreciated:
Land and land rights
Construction in progress

Total capital assets not being depreciated

Capital assets depreciated:
Buildings and improvements
Improvements other than buildings
Machinery and equipment

Total capital assets being depreciated

L ess accumulated depreciation for:
Buildings and improvements
Improvements other than buildings
Machinery and equipment

Total accumulated depreciation

Total capital assets being depreciated, net

Business-typeActivities Capital Assets, net

January 1

$ 198,887
116,230
315,117

766,489
139,489
66,416
817,376
1,789,770

(174,923)
(86,547)
(30,994)

(295,421)

(587,885)

1,201,885
$1,517,002

$ 298,022
279,099
577,121

1,567,098
2,018,859

624,520
4,210,477

(313,037)
(466,071)
(246,573)

(1,025,681)
3,184,796
$3,761,917

Additions

$ 17,652
101,441
119,093

79,225
33,157
2,523
22,846
137,751

(21,156)
(12,413)
(4,428)
(26,010)
(64,007)
73.744
$192,837

$ 99
199,009
200,004

10,412
24,680
20,220
55,312

(46,038)
(50,332)
(38,198)

(134,568)
(79,256)
$120,748

Deletions December 31
$ - $ 216,539
(60,886 156,785
(60,886) 373,324

- 845,714
(10,379) 162,267
- 68,939

(2,033) 838,189
(12,412) 1,915,109
- (196,079)

138 (98,822)

- (35,422)

2,033 (319,398)
2,171 (649,721)
(10,241) 1,265,388
$(71,127) $1,638,712
$ (1,431) $ 297,586
(34,100) 444,008
(35,531) 741,594
(3,848) 1,573,662
(51,767) 1,991,772
(18,325) 626,415
(73,940) 4,191,849
125 (358,950)
61,159 (455,244)
7,462 (277,309)
68,746 (1,091,503)
(5,194) 3,100,346
$(40,725) $3,841,940
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NOTE D - CAPITAL ASSETS, continued

3. Discretely Presented Component Units. Capital Asset activity for the Water Board, Denver Art Museum and the

Denver Museum of Nature and Science component units for the year ended December 31, 2002, were as follows (amounts

expressed in thousands):

January 1

Capital assets not depreciated:

Land and land rights $ 14,753

Construction in progress 121,104
Total capital assets not being depreciated 135,857
Capital assets depreciated:

Buildings and improvements 1,393,102

Machinery and equipment 96,513
Total capital assets being depreciated 1,489,615
L ess accumulated depreciation for:

Buildings and improvements (384,661)

Machinery and equipment (5,817)
Total accumulated depreciation (390,478)
Total capital assets being depreciated, net 1,099,137
Discretely Presented Component

Units Capital Assets, net 1,234,994

*Excludes net capital assets of $384,000 of Other Component Units.

Additions

$ 1,650
78,349
79,999

48,000
6,389
54,389

(29,532)
(633)
(30,165)

24,224

$104,223

Deletions December 31
$ (10 $ 16,393
- 199,453
(10 215,846
(5,021) 1,436,081
(1,304) 101,598
(6,325) 1,537,679
3,680 (410,513)
1,087 (5.363)
4,767 (415,876)
(1,558) 1,121,803*
1,568) 1,337,649

4. Depreciation Expense. Depreciation expense was charged to Governmental Activities' functions as follows:

General Government

Public Safety

Human Services

Public Works, including depreciation of general infrastructure
Health

Parks and Recreation

Culture and Recreation

Community Development

Economic Opportunity

Capital assets held by internal service funds
TOTAL

$ 7,815
8,244
213
29,210
158
4,203
13,186
166

16

796
$64,007

5. Construction Commitments. The City’s enterprise funds have entered into construction and professional services
contracts having remaining commitments under contract as of December 31, 2002, as follows (amounts expressed in

thousands):

Enterprise Funds:
Wastewater Management
Denver Airport System

TOTAL

$ 12,114
94,991
$107,105

The commitments for the enterprise funds are not reflected in the accompanying financial statements. Only the unpaid
amounts incurred to date for these contracts are included as liabilitiesin the financial statements.
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NOTE E - LEASE OBLIGATIONS

1. Capitalized Leases. Thefollowing is aschedule by year of future minimum lease obligations together with the
present value of the net minimum lease payments as of December 31, 2002 (amounts expressed in thousands):

Y ear Ended Component Unit
December 31 Governmental Activities Water Board
2003 $ 15477 $ 3,000
2004 12,547 3,000
2005 11,274 3,000
2006 11,147 3,000
2007 11,154 3,000
2008-2012 69,074 15,000
2013-2017 100,386 15,000
2018-2022 102,720 7,500
2023-2027 61,554 -
Total minimum lease payments 395,333 52,500
L ess amounts representing interest 190,341) (21,964)
PRESENT VALUE OF MINIMUM

LEASE PAYMENTS 204,992 $30,536

The governmental capital leases are for the Wellington E. Webb Municipal Office Building, the ASPEN financial
accounting system, and internal service fund leases for a building and an asphalt plant. The Water Board |leases
are for the Ritschard Dam and Wolford Mountain Reservoir.

2. Certificated Leases. Certificates of Participation (“Certificates’) represent the assignment by a trustee of
proportionate interests in the lessor’ sright to receive rentals and revenues paid pursuant to |ease purchase agreements
(“Agreements’) executed to facilitate the financing of certain public capital projects. Neither the Agreements nor the
Certificates constitute a general obligation or other indebtedness of the City within the meaning of any constitutional,
statutory, or Charter debt limitations. The City’ s obligation to make payments relating to its various certificated
Agreements is contingent upon the City appropriating the requisite funds for the then current fiscal year. In the event of
non-appropriation, the Agreement terminates and the Certificates are then payable solely from proceeds, if any, received
by the trustee upon the exercise of remedies. The leased property to be acquired under the Agreementsis collateral for the
Certificates. The future minimum rental payments relating to such certificated Agreements are as follows (amounts
expressed in thousands):

Y ear Ended Component Unit

December 31 Governmental Activities Water Board Total
2003 $13,841 $7,346 $21,187
2004 14,692 7,334 22,026
2005 14,655 7,334 21,989
2006 14,672 7,332 22,004
2007 14,735 7,345 22,080
2008-2012 75,752 38,082 113,834
2013-2017 63,712 8,842 72,554
2018-2022 27,672 - 27,672
Total minimum payments 239,731 83,615 323,346
Plus premium - 1,221 1,221
L ess deferred amount on refunding - (1,861) (1,861)
Less applicable interest (78,180) (20,025) (98,205)
TOTAL $161,551 $62,950 $224,501

In the event the City exercisesits rights to purchase the leased property or otherwise prepay its rentas, the Certificates are
subject to redemption prior to their respective maturities.
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NOTE E - LEASE OBLIGATIONS, continued

During 2002, the City issued Certificates, Series 2002A and Series 2002B, in the amounts of $13,480,000 and $3,650,000,
respectively. Amounts from the Series 2002A-B Certificates are to be used to partially fund the acquisition of a site, and
the construction of a parking garage to be used by the Denver Art Museum.

During 2002, the City issued Certificates, Series 2002C, in the amount of $15,400,000. Amounts from the Series 2002C
Certificates are to be used to fund the acquisition of a site, the existing buildings and improvements |located thereon, and a
leasehold interest in arelated parking lot.

3. Operating Leases. The City is committed under various other cancelable leases for property and equipment. These
leases are considered for accounting purposes to be operating leases. L ease expenses for the year ended December 31,
2002, were approximately $11,987,000, $3,610,000, and $525,000 for the governmental activities, business activities, and
component units, respectively. The City expects these |eases to be replaced in the ordinary course of business with similar
leases. Future minimum |lease payments should be approximately the same amount.

NOTE F-OTHER LIABILITIES

The Denver Airport System establishes annually, as adjusted semi-annually, airlines rentals, landing fees and other charges
sufficient to recover the costs of operations, maintenance, and debt service related to the airfield and space utilized by the
airlines. Any differences between airline revenues collected and actual costs allocated to the airlines’ leased spaceis
credited or billed to the airlines. As of December 31, 2002, the Denver Airport System has accrued a liability of
$11,731,000 for such amounts due to the airlines.

For the years ended December 31, 2000 through 2005, seventy-five percent of Net Revenues (as defined by bond
ordinance) remaining at the end of each year isto be credited in the following year to the passenger airlines signatory to
use and lease agreements; and thereafter it isfifty percent, capped at $40,000,000. The estimated Net Revenues credited to
the airlines for the year ended December 31, 2002 were $26,773,000 and have been accrued as aliability at year end.

NOTE G - LONG-TERM DEBT

1. General Obligation Bonds. The City issues general obligation bonds to provide for the acquisition and construction
of major capital facilities. General obligation bonds have been issued for both governmental and business-type activities.
General obligation bonds are reported in the business-type funds if they are expected to be repaid from business-type fund
revenues.

General obligation bonds are direct obligations and pledge the full faith and credit of the City. These bonds are generally
issued as 15-year serial bonds, except for refunding issues. General obligation bonds outstanding at December 31, 2002
are as follows (amounts expressed in thousands):

Purpose Net Interest Costs Interest Rates Amounts
General government 4.34% to 11.30% 3.50% to 7.35% $167,495
General government refunding 4.39% 5.00% to 5.25% 113,010
General improvement district N/A 6.00% to0 9.25% 3,420
Total primary government 283,925
Water Board component unit refunding N/A 2.00% to 6.00% 205,480
TOTAL $489,405
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NOTE G - LONG-TERM DEBT

Annual debt service requirements to maturity for general obligation bonds are as follows (amounts expressed in
thousands):

Year Ending Governmental Activities Component Unit - Water Board
December 31 Principal* Interest Principal** Interest
2003 $ 39,355 $14,150 $ 11,960 $10,136
2004 37,117 16,212 14,275 9,571
2005 42,630 10,492 23,670 8,898
2006 41,174 8,296 20,705 7,716
2007 46,780 6,242 25,505 6,676
2008-2012 43,015 12,758 79,865 17,215
2013-2017 33,289 7,545 15,060 5,486
2018-2022 565 49 2,890 3,658
2023-2027 - - - 3,232
2028-2029 - - 11,550 1,292
TOTAL $283,925 $75,744 $205,480 $73,880

* Amounts do not include $6,417,000 of compound interest on the series 1990B, 1992E and 1999A various purposes bonds,
respectively.

** Amounts do not include unamortized premium of $2,715,000 and deferred loss on refunding of ($986,000).

2. Revenue Bondsand Commercial Notes. The City also issues bonds and notes where income derived from acquired
or constructed assets is pledged to pay debt service. Revenue bonds and commercia notes outstanding, excluding
unamortized discount of $ 12,241,000 and deferred loss on bond refunding of $261,404,000 at December 31, 2002 are as
follows (amounts expressed in thousands):

Purpose Net Interest Cost Interest Rates Amounts
Excise tax revenue bonds 5.04% to 7.36% 4.00% to 5.50% $ 287,960
Excise tax refunding bonds 4.95% to 7.36% 5.00% to 5.50% 70,615
Wastewater revenue bonds 4.98% 3.50% to 5.50% 30,700
Airport system revenue bonds and

commercial notes 4.87% 10 9.14% 4.00% to 14.00% 4,078,655
Total primary government 4,467,930
DMNS component unit revenue bonds N/A  Variablelessthan 10% 20,000
TOTAL $4,487,930

Airport system bonds are subject to certain mandatory redemption requirements commencing subsequent to 2002.

Revenue bonds and commercial notes debt service requirements to maturity are as follows (amounts expressed in
thousands):

Governmental Activities Business-type Activities Component Unit
Year Ending Wastewater M anagement Denver Airport System  Museum of Nature and Science
December 31 Principal Interest Principal Interest Principal Interest Principal Interest
2003 $ 10,055 $ 15,539 $ 985 $1466 $ 90,180 $ 217,992 $ 1,000 $ 320
2004 11,125 18,095 1,015 1,431 102,250 213,982 1,100 304
2005 12,275 17,557 1,045 1,395 109,070 210,016 1,200 286
2006 13,505 16,959 1,090 1,359 99,645 205,625 1,200 267
2007 14,820 16,314 1,135 1,315 104,865 200,398 1,200 248
2008-2012 76,625 69,810 6,510 5,813 629,430 898,153 7,150 915
2013-2017 84,470 50,361 8,315 4,090 848,155 691,700 7,150 343
2018-2022 84,745 26,354 10,605 1,693 1,109,885 433,869 - -
2023-2027 50,955 4,320 - - 975,175 102,910 - -
2028-2032 - - - - 10,000 1,500 - -
TOTAL $358,575  $235,309 $30,700 $18,562  $4,078,655 $3,176,145 $20,000 2,683
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In April 2002, the Wastewater Management issued $30,700,000 of Wastewater Revenue Bonds Series 2002. The series
2002 were issued for the purpose of financing storm drainage facilities.

In September 2002, the Airport System issued $300,000,000 of Airport System Revenue Bonds Series 2002A-A3. The
Series 2002A-A3 was issued in a variable rate auction mode for the purpose of currently refunding $140,535,000,
$99,620,000 and $47,005,000 of the Airport System Revenue Bonds 1992B, 1992C and 2000A Airport System
Subordinate Commercial Paper Notes, respectively.

In October 2002, the Airport System issued $281,565,000 of Airport System Revenue Bonds Series 2002C, 2002D and
2002E. The Series 2002C and Series 2002D were issued in a variable rate mode for the purpose of currently refunding
$49,000,000 of the Airport System Revenue Bonds 1992D and $29,000,000 of the Airport System Subordinate taxable
Commercial Paper 2000B. The 2002E was issued in afixed rate mode and net funding for the purpose of currently
refunding $64,630,000 and $146,395,000 of the Airport System Revenue Bonds 1992B and 1992C, respectively.

The 2002 E Airport System Revenue Bonds were issued at an economic gain (difference in the present value of the old
debt and the new debt service payments) of $42,441,000. The 2002A Airport System Subordinate Revenue Bonds were
issued at an economic gain (with expectation that the variable amount paid is offset by the amount received) of
$22,300,000. The refunding of 2002A — A3, 2002C, 2002D and 2002E Bonds resulted in a deferred loss which is the
difference between the reacquisition price and the net carrying amount of the old debt of $44,185,000. This differenceis
reported as a deduction from long-term debt and is charged to operations through the year 2022, using the effective
interest rate method.

3. Special Assessment Debt. The City issues special assessment bonds to provide funds for alley paving and street
improvements in special districts that are agencies of the City. The bonds are payable from amounts assessed against the
beneficiaries of the improvements. Special assessment bonds outstanding as of December 31, 2001 are as follows
(amounts expressed in thousands):

Purpose Net Interest Cost Interest Rates Amounts

Alley Paving Districts 5.68% t0 6.77% 5.70% to 7.00% $505

Street Improvement Districts 5.66% to 6.75% 5.70% to 7.00% 380

TOTAL $885
Specia assessment bond debt service requirements to maturity are as follows (amounts expressed in thousands):

Year Ending Governmental Activities

December 31 Principal Interest

2003 $440 $42

2004 190 21

2005 55 14

2006 _200 _6

TOTAL $885 $83

4. Special District Infrastructure Agreement. The City entered into an agreement with the Central Platte Valley
Metropolitan District and Trillium Corporation for Infrastructure/Open Space. The District issued bonds and the city isto
provide funding assistance. Payments outstanding are as follows (amounts expressed in thousands):

Year Ending

December 31 Principal Interest
2003 $1,780 $233
2004 1,850 161
2005 1,925 87
TOTAL $5,555 $481
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NOTE G - LONG-TERM DEBT, continued

5. Other Debt. DURA tax increment bonds and note payable at December 31, 2001, are comprised of the following
individual issues (amounts expressed in thousands):

Purpose Interest Rates Amounts
Series 1989A (Nonescrow Subseries 1997A) 7.5%1t0 7.75% $24,630
Series 1992A 9.125% 5,200
Series 1992B variable% 3,420
Series 1995A 5.0% to 7.5% 3,335
Series 1996A 8.0% 17,820
Series 1998A 6.37%10 7.3% 12,475
Series 2001 B-1 prime + 1.25% 2,890
Series 2001 B-2 prime + 1.25% 1,000
Series 2002A variable% 4,580
Series 2002B variable% 2,420
Series 2002C variable% 12,900
Note payable 6.00% 2,965
TOTAL $93,635
Principal requirements to maturity of DURA's note and bond issues are as follows (amounts expressed in thousands):
Year Ending Component Unit - DURA
December 31 Principal [nterest
2003 $ 4,172 $ 6,635
2004 4,296 6,363
2005 4,581 6,079
2006 4,892 5771
2007 5,249 5,442
2008-2012 32,205 21,095
2013-2017 38,240 8,894
TOTAL $93,635 $60,279

6. Indenturesand Reporting Requirements. There are anumber of limitations and restrictions contained in the various
indentures. Such limitations and covenants include: continued collection of pledged revenues, segregation of pledged
revenues, maintenance of specified levels of bond reserve funds, permissible investment of bond proceeds and pledged
revenues, and on-going disclosure to the secondary bond market in accordance with the Securities and Exchange
Commission’s Rule 15¢2-12. The City believesit isin compliance with all significant covenants.

In accordance with the reporting requirements contained in the City Council ordinance authorizing the issuance of the
1985 and 1993 Excise Tax Revenue Bonds, the following is a schedule of amounts (expressed in thousands) collected
from Facilities Development Admissions (FDA) tax and Occupational Privilege tax for the past ten bond years.

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002

FDA Tax $9,919 $11,776 $10,178 $12,186 $14,430 $13487 $10924 $8776 $9,368 $7,327
Occupational Privilege Tax 34,366 36,403 36,406 37,362 38,993 39,513 40,723 44,188 43,021 41,026
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NOTE G - LONG-TERM DEBT, continued

7. Changesin Long-term Liabilities. During the year ended December 31, 2002, the following changes occurred in
long-term liabilities (amounts expressed in thousands):

Due within
January 1 Additions Deletions December 31 one year
Governmental Activities:
Legal liahility $ 1,989 $ 10,000 $ 5,022 $ 6,967 $ -
Compensated absences:
Classified service employees— 3,161 49,885 26,148 21,554 54,479 -
Career service employees — 6,858 38,542 28,412 33,045 33,909 -
Claims payable 22,316 13,517 9,867 25,966 -
Other accrued liabilities 5,555 - - 5,555 1,780
General obligation bonds* 268,226 53,391 34,695 286,922 38,980
General improvement district
general obligation bonds 3,750 - 330 3,420 375
Excise tax revenue bonds 367,635 - 9,060 358,575 10,055
Certificates of participation 133,253 32,530 4,232 161,551 6,305
Capitalized lease obligations 209,129 - 4,137 204,992 4,148
Special assessment bonds 975 - 20 885 440
Unamortized premium - 2,317 145 2172 145
Total Governmental Activities $1,101,255 $166,315 $122,177 $1,145,393 $62,228

* Additions to general obligation bonds include accretion of $891,000.
The amount available for long-term debt in the debt service funds for bonds payable and in the special revenue fund, was
$42,349,000.

Business-type Activities:
Wastewater M anagement:

Revenue bonds $ - $ 30,700 $ - $ 30,700 $ 985

Compensated absences 1,803 1,029 847 1,985 -
Tota Wastewater Management 1,803 31,729 847 32,685 985
Denver Airport System:

Revenue bonds and commercia notes 4,038,167 693,765 653,277 4,078,655 90,180

Unamortized discount and deferred

loss on refunding (273,502) (37,668) (37,525) (273,645) -

Capitalized lease obligations 6,384 - 6,384 - -

Compensated absences 5172 4,651 4,289 5,534 -
Total Denver Airport System 3,776,221 660,748 626,425 3,810,544 90,180
Nonmajor enterprise funds

Compensated absences 616 331 278 669 -
Total Business-type Activities $3,778,640 $692,808 $627,550 843,898 $91,165
Component Units:
Revenue bonds payable $ 20,000 $ - $ - $ 20,000 $ 1,000
General obligation bonds payable* 210,326 11,517 14,634 207,209 11,960
Capitalized lease obligations** 31,465 51 928 30,588 958
Certificates of participation 67,124 121 4,295 62,950 4,430
Increment bonds and notes payable*** 97,734 950 4,099 94,585 4,190
Compensated absences 27 3 - 30 -
Total Component Units $426,676 12,642 $23,956 $415,362 $22,538

*ncludes bonds payable premium of $2,715,000 and deferred loss on refunding of ($986,000).
**|ncludes capitalized lease obligations of $52,000 for nonmajor component units.
*** | ncludes notes payable of $950,000 for nonmajor component units.
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NOTE A - RISK MANAGEMENT

The City is exposed to various risks of losses related to torts; theft of, damage to, and destruction of assets; errors and
omissions; and natural disasters. In addition, the City is party to numerous pending or threatened lawsuits, under which it
may be required to pay certain amounts upon final disposition of these matters. The City has historically retained these
risks, except where it has determined that commercial insurance is more cost beneficial or legally required. The City has
covered all claim settlements and judgments out of its General Fund resources, except where specifically identifiable to an
enterprise fund. The City currently reports substantially all of its risk management activities, except worker’s
compensation (see Note |V-B), inits General Fund. Claims expenditures and liabilities are reported when it is probable
that aloss has occurred and the amount of that 10ss can be reasonably estimated. Current liabilities are reported when the
liability has matured. These losses include an estimate of claims that have been incurred but not reported. For 2002, the
City has recorded approximately $4,919,000 for payment of incurred but not reported claims and judgments for whichiit is
self-insured. Thisamount is considered reasonable by the City to provide for the disposition of these mattersin 2003.

The Lowry Landfill, which accepted hazardous waste from the late 1960’ s to 1980, is listed on the national Superfund list.
This means that the contamination at the site will be cleaned up under the auspices of the U.S. Environmental Protection
Agency (“EPA”). Under federal law, the City as owner and operator of the facility is one of the parties responsible for
cleanup of the site. The City’ s share of the remaining cleanup could be incurred over the next 5 to 30 years. The City’s
liability for a portion of the cleanup costsis prabable, but cannot be reasonably estimated.

With respect to matters expecting to be settled subsequent to 2002, the City Attorney estimates the amount of liability
determined as probable (in accordance with FASB Statement No. 5) and incurred but not reported claims and judgments
at December 31, 2002, to be approximately $6,706,000, of which $820,000 has been recorded as a current liability and
$5,886,000 has been recorded in governmental activities at the government wide level of reporting. The City Attorney
also estimates that pending cases having a reasonably possible likelihood of resulting in an additional liability aggregate
of approximately $1,200,000 at December 31, 2002. This amount is not recorded in the accompanying financial
statements since, in the opinion of management and the City Attorney, it is not probable that aloss has been incurred. Of
the $5,886,000 accrued in governmental activities, $4,099,000 is accrued for claims that have been incurred but not
reported. In addition to the liability recorded for probable claims and judgments, the City also recorded aliability of
$1,081,000 for incremental costs related to the cases, as required by GASB Statement No 30, Risk Financing Omnibus, an
amendment of GASB Statement No 10.

Changesin the long-term liability during the past year is as follows (amounts expressed in thousands):

2002
Beginning balance - January 1 $1,989
Current year claims and changes in estimates 10,000
Claims paid (5,022)
ENDING BALANCE - December 31 $6,967

Pursuant to Colorado law, if a monetary judgment is rendered against the City, and the City fails to provide for the payment of
such judgment, the Board of County Commissioners must levy atax (not to exceed 10 mills per annum) upon all of the taxable
property within the City for the purpose of making provision for the payment of the judgment. The City must continue to levy
such tax until the judgment is discharged. Such mill levy isin addition to al other mill leviesfor other purposes.

The Colorado Governmental Immunity Act establishes limits for claims made against governmental entities. These limits are
$150,000 per injury or $600,000 per occurrence.

See Note IV-E-5 regarding Denver Airport System related litigation.
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NOTE B - WORKER’S COMPENSATION

Effective October 1, 1989, the City established a Worker’s Compensation self-insurance trust in accordance with State
Statutes to be held for the benefit of the City’ s employees. Thistrust isincluded in the Workers Compensation internal
service fund.

The Workers Compensation internal service fund compensates City employees, or their eligible dependents, for injuries as
authorized by the State Worker’ s Compensation law, in addition to maintaining in-house records of claims. The Workers
Compensation program is part of the City’s Risk Management Office, which also provides safety training and loss
prevention for all City and County of Denver agencies.

According to the trust agreement, the trust at the beginning of the year must equal 120% of the average amount of claims
paid over the previous five years plus the outstanding liability for claims as of the end of the previous year. This trust fund
balance requirement at December 31, 2002 was $25,329,000. The Workers Compensation internal service fund has
current assets and appropriations set aside in 2003 to satisfy this requirement. These funds may only be used for payment
of worker’ s compensation benefits and administrative costs.

The City has purchased reinsurance coverage in order to reduce its risk. For the period from January 1, 2002 through
December 31, 2002, the self-retention amount was $4,000,000 for public safety employees, $3,000,000 for employees
working at DIA, and $2,000,000 for all other employees. The City had no settlementsin the past three years that exceeded
its self-retention levels.

Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated
and includes an amount for claims that have been incurred but not reported. Claim liabilities are calculated considering the
effects of inflation, recent claim settlement trends and other economic and social factors. The liability is reported in the
Workers Compensation internal service fund. This amount was discounted at 4% for year ended December 31, 2002.
Changes in the liability during the past year are as follows (amounts expressed in thousands):

2002

Beginning balance, undiscounted - January 1 $22,316
Current year claims and changes in estimates 17,303
Claims paid (9,867)
Ending balance undiscounted 29,752
L ess 4% discount (3,786)
ENDING BALANCE, DISCOUNTED - December 31 $25,966

The Water Board is exposed to various risks of losses including general liability (limited under the Colorado
Governmental Immunity Act to $150,000 per person and $600,000 per occurrence), property damage, and employee life,
medical, dental, and accident benefits. The Water Board has a risk management program that includes self-insurance for
liability and self-insurance for employee medical and dental benefits through a commercial claims service. The Water
Board carries commercial property insurance for catastrophic losses, including floods and earthquakes, for five major
facilities: the Westside Complex, Marston Treatment Plant and Lab, Moffat Treatment Plant, Foothills Water Treatment
Plant, and the Reuse Plant. The Water Board also carries commercial insurance for employee life, accident, and worker’s
compensation. Worker's compensation insurance is under a retrospectively rated policy whereby theinitial premiums are
adjusted based on actual experience during the period of coverage. Settled claims have not exceeded commercial
insurance coverage in any of the past three years.
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IV - OTHER NOTE DISCLOSURES, continued

NOTE C - WATER BOARD RISK MANAGEMENT

Claims expenses and liabilities are reported when it is probable that aloss has occurred and the amount of the loss can be
reasonably estimated. Premiums on retrospectively rated policies are accrued based on the ultimate cost of the experience
to date. These losses include an estimate of claims that have been incurred but not reported. At December 31, 2002, claims
liabilities consisting of worker’s compensation, medical and dental benefits were $1,084,000. Changes in the balances of
these liabilities were as follows (amounts expressed in thousands):

2002
Beginning balance - January 1 $1,542
Current year claims and changes in estimates 7,300
Claim payments (7,758)
ENDING BALANCE - December 31 $1,084

NOTE D - SUBSEQUENT EVENTS

1. Debt Issuances. In March 2003, the City issued General Obligation Auditorium Theatre and Zoo Bonds, Series 2003A
in the amount of $35,000,000 for the purpose of improving the Denver Zoological Gardens and renovating the Denver
Auditorium Theatre.

In March 2003, the City executed and delivered Certificates of Participation, Series 2003A in the amount of $6,040,000
for the purpose of construction of a parking structure and kiosks.

In April 2003, the City issued Excise Tax Revenue Refunding Bonds, Series 2003 in the amount of $28,245,000 for the
purpose of refunding, paying and refinancing certain outstanding excise tax revenue bonds of the City.

In April 2003, the City issued Airport System Revenue Bonds, Series 2003A-B in the amount of $286,965,000 for the
purpose of refunding outstanding Airport System subordinate revenue obligations and funding capital improvements.

In May 2003, the City executed and delivered Certificates of Participation, Series 2003B in the amount of $57,290,000 for
the purpose of funding the cost of various capital improvement projects.

2. Loan Default. Ocean Journey filed for bankruptcy on April 2, 2002. The City foreclosed on three parcels of land on
May 20, 2003 pursuant to a note receivable between the City and Ocean Journey. The note payable balance at
December 31, 2002 was $5,722,000.

NOTE E - CONTINGENCIES

1. Legal Debt Margin. Per the City Charter, the City’ s indebtedness for general obligation bonds shall not exceed three
percent of actual value as determined by the last final assessment of the taxable property within the City. General
Obligation debt outstanding at December 31, 2002, was $280,505,000. The City’slegal debt margin is $1,339,585,000 as
of December 31, 2002.

2. Prior Years Defeased Bonds. At various datesin prior years, the City has placed proceeds from bond issues and
cash contributions in irrevocable refunding escrow accounts. The amounts deposited in the irrevocable escrow accounts
areinvested in U.S. Treasury obligations that, together with interest earned thereon, would provide amounts sufficient for
payment of all principal and interest of the bond issues on each remaining payment date.

The likelihood of the earnings and principal maturities of the U.S. Treasury obligations not being sufficient to pay the
defeased bond issues appears remote. Accordingly, the escrow accounts and outstanding defeased bonds are not included
in the accompanying financial statements. Defeased bonds principal outstanding at December 31, 2002 were
$761,720,000 of Various Airport Revenue Bonds, dated 1992-1994.
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NOTE E —CONTINGENCIES, continued

3. Grantsand Other. Under theterms of federal and state grants, periodic audits are required and certain costs may be
guestioned as not being appropriate expenditures under the terms of the grants. Such audits could lead to reimbursement
to the grantor agencies. City management believes disallowances, if any, will be immaterial to its financial position and
operations.

The City is responsible for administering certain federal and state social services programs for which the related revenue
and expenditures are not included in the accompanying financial statements since the state now makes the grant
disbursements. The following schedule lists Denver County electronic benefit transfers authorizations, warrant
expenditures, and total expenditures associated with the Human Services special revenue fund for the year ended
December 31, 2002 (amounts expressed in thousands):

City EBT
Authorized Plus

City EBT City Shareof = Expendituresby  Expenditures by Total
Program Authorizations  Authorizations City Warrant City Warrant Expenditures
Colorado Works $ 17,063 $2,699 $ 22,549 $ 39,612 $ 25,248
Child Care 23,220 1,919 2,678 25,898 4,597
Child Welfare 29,791 7,158 47,676 77,467 54,834
County Administration 36 5 10,893 10,929 10,898
Core Services - - 7,331 7,331 7,331
Child Support Enforcement - - 9,627 9,627 9,627
Low Income Energy Asst. 3,173 - 355 3,528 355
Aid to the Blind 1 1 - 1 1
Adult Foster Care 101 5 - 101 5
Aid to Needy & Disabled 4,645 929 - 4,645 929
Home Care Allowance 3,824 191 - 3,824 191
Old Age Pension 16,106 - - 16,106 -
Colorado Refugee Services (8 - - (8 -
Food Assistance Fraud - - 713 713 713
Food Assistance Benefits 37,503 - - 37,503 -
Food Assistance Job Search - - 269 269 269
Employment First - - 534 534 534
Fragile Families Grant - - 63 63 63
Title XX Training - - 10 10 10
EPP - - 1,160 1,160 1,160
Child Care Quality & Availability Grants - - 55 55 55
Adoption Incentive - - 6 6 6
CYF Project - - (59) (59) (59
Title IV-B Sub Part 2 - - 602 602 602
Title IV-E Independent Living - - 252 252 252
Family to Family Grant - - 18 18 18
Veteran's Benefit Trust Fund - - 20 20 20
State Exchange for Fraud-FS Training - - 1 1 1
ADP Pass Thru - - 5,104 5,104 5,104
County Only Pass Thru - - 5,030 5,030 5,030
TANF Collects-EBT (758) - - (758) -
State Reimbursement Program - - 114 114 114
Federal Grants - - 2,988 2,988 2,988
TOTAL 134,697 $12,907 $117,989 $252,686 $130,896*
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IV - OTHER NOTE DISCLOSURES, continued

NOTE E —CONTINGENCIES, continued

a. City EBT Authorizations — welfare payments authorized by the City Human Services Department. These authorizations are
paid by the Colorado Department of Human Services by QUEST debit cards or by electronic funds transfer (EBT).

b. City Share of Authorizations—these EBT amounts are settled monthly by areduction of state cash advances to the City.

c. Expenditures by City Warrant — expenditures made by City warrant or other City payment method.

d. City EBT Authorized Plus Expenditures by City Warrant — represents the total cost of the welfare programs administered by
the City Human Services Department.

e. Total expenditures —total expenditures reported in the State of Colorado financial reporting system.

*Includes grantor expenditures of $6,937,000 reported in the Economic Opportunity Special Revenue Fund. Approximately,
$3,478,000 is due to timing differences because the State reports on a cash basis and the City reports on an accrual basis.

4. Conduit Debt Obligations. From time to time, the City issuesindustria revenue bonds, single family mortgage
revenue bonds, multi-family mortgage revenue bonds, construction loan revenue bonds, and special obligation revenue
bonds to provide financial assistance to private-sector entities for the acquisition and construction of private, industrial
and commercial facilities deemed to be in the public interest. 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 the
acquired facilities transfers to the private-sector entity served by the bond issuance. Not 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, 2002, there were 66 series of such bonds outstanding. The aggregate principal amount payable for the
31 seriesissued after July 1, 1995, was approximately $591,430,000. The aggregate principal amount payable for the 31
seriesissued prior to July 1, 1995, could not be determined; however, their original issue amounts totaled approximately
$365,852,000.

To finance the acquisition and construction of various facilities at Denver International Airport, the City issued three
series of Special Facility Revenue Bonds. These bonds are special limited obligations of the City, payable and secured by
apledge of certain revenues to be received from lease agreements for these facilities. The bonds do not constitute a debt or
pledge of the full faith of credit of the City or Airport System, and accordingly, have not been reported in the
accompanying financial statements. As of December 31, 2002, Specia Facility Revenue Bonds outstanding aggregated
$385,790,000. In April 2003, United Airlines failed to make its facilities rent payment of $8,986,000 to the paying agent.
Thisled to afailure of the paying agent to make the interest payment of the same amount required under the related
$261,415,000 of Special Facility Bonds.

5. Denver Airport System. The City ceased aviation operations at Stapleton International Airport (Stapleton) upon the
opening of Denver International Airport (Denver International) on February 28, 1995 and is proceeding to dispose of
Stapleton’s 2,200 acres of land, and various buildings and roadways. Certain portions of Stapleton were acquired with
proceeds from federal grants, which provide for the return of certain federal funds. In addition, certain portions of the
property are also subject to deed restrictions, under which the property would revert to the U.S. Government. The City is
able to seek releases from the grant assurances and deed restrictions from the Secretary of Transportation as dispositions
occur provided that 1) the property is sold at fair market value, and 2) the proceeds are used to devel op, improve and
construct Denver International. The City intends to seek such releases and, in accordance with its agreements with certain
letter of credit agreements, use the net proceeds from sales of Stapleton to retire or defease subordinate debt.
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NOTE E — CONTINGENCIES, continued

On July 1, 1998, the City entered into a master lease agreement with Stapleton Devel opment Corporation (SDC), which
permits SDC to manage and operate the Stapleton site (excluding certain parcels) while disposing of Stapletonin
accordance with the Stapleton redevel opment plan. In January 2000, SDC entered into an agreement with Forest City
Corporation for the purchase and redevelopment of the Stapleton site. The agreement calls for Forest City Corporation to
purchase the remaining site acreage over 15 years for an estimated total price of $79,400,000 as escalated annually by the
Consumer Price Index. Effective January 1999, the City reached an agreement with nine of the signatory airlines formerly
operating at Stapleton (the Airline Agreement). The Airline Agreement caps the City’ s financial exposure for demolition
and environmental remediation costs at $120,000,000. The Airline Agreement provides for a direct payment of
$15,000,000 by three of the airlines, which was accrued in 1999 and collected in 2000, and recovery of $43,100,000 from
the signatory airlines through the Airport System’ s rates and charges over a 25-year period. The remaining cost will be
funded initially from the Airport’s capital account and recouped through the sale of land to Forest City Corporation.

In March 2000, the City entered into a comprehensive environmental remediation contract and purchased cost cap
insurance for environmental issues up to $100,000,000. In May 2000, the City issued Series 2000B Subordinate
Commercial Paper Notes collectively in an aggregate principal amount of $30,789,000 to be used to pay costs associated
with the disposition of Stapleton, as described above. The 2000 B subordinate commercial paper notes were refunded in
October 2002 with the 2002 D Airport System Revenue Bonds. As aresult of the long-term nature of the Stapleton
redevel opment plan, timing and ultimate amount of the net proceeds from the disposition of Stapleton’s existing land,
plant, and improvements is not presently determinable. The carrying value of Stapleton is currently $46,969,000. The net
realizable value of future proceedsis expected to be greater than the current carrying value.

The City and Adams County entered into an Intergovernmental Agreement, dated April 21, 1988, establishing maximum
levels of noise which should not be exceeded on an average annual basis at various grid points surrounding Denver
International. In January 1998, the Board of County Commissioners of Adams County and its cities filed alawsuit
alleging they are entitled to specific performance or damages under this agreement. On October 29, 1999, the Court found
the City liable for noise mitigation payments, totaling $4,000,000. The District Court subsequently awarded the plaintiffs
prejudgment interest in the amount of $1,310,000. In March of 2002, the City paid Adams County and its cities,
$6,301,000, including interest.

In March 2001, the Board of County Commissioners of Adams County and its cities filed a complaint against the City in
Jefferson County District Court. The City and the plaintiffs have settled the case. In November 2002 the City paid and
satisfied the judgment plusinterest in the amount of $34,200,000 from the Airport’s capital fund.

The Denver Airport System derives a substantial portion of its operating revenues from airlines’ landing and facility rental
fees. For the year ended December 31, 2002, United Airlines represented approximately 63% of the Denver Airport
System’ s operating revenues. No other airline represented over 10% of the Denver Airport System’ s operating revenues.
In December 2002, United Airlines filed for bankruptcy protection under Chapter 11 of the bankruptcy code. The
bankruptcy court has approved a series of motions which order United to pay sales and use taxes, transportations taxes,
fees, passenger facility charges, and other similar charges to the Denver Airport System both pre-petition and
post-petition. The Denver Airport System requires performance bonds for airline and concession accounts receivables.

Theterrorist attacks of September 11, 2001 had a profound effect on the entire airline travel industry, including the
Denver Airport System. In the monthsimmediately following the attacks, airport activity based revenue sources were
down over 20%, driven by a steep decline in enplaned passengers. In 2002, activity based revenues increased 1.9%
compared to 2001. Enplaned passengers declined 1.2% in 2002 compared to 2001.
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NOTE E —CONTINGENCIES, continued

6. Environmental Services. State and federal laws will require the City to close the Lowry Landfill once its capacity is
reached and to monitor and maintain the site for thirty subsequent years. The contracted operator is responsible for all
closure and post-closure costs for the landfill’s individual cells while they are under contract to operate the landfill.

Effective October 1, 1997, the City renegotiated its contract with Waste Management of Colorado, Inc. (WMC), the
current operator of the Lowry Landfill. Asaresult, the City assigned its responsibility for all closure and post-closure
costs to WMC. WMC has provided a performance bond of $2,250,000 related to these costs. Further, the City’s royalty
feeswill periodically increase from 15% in 1997 up to 24% in 2017 and the City surcharge related to post-closure costs
will be retained by WMC. Due to this assignment of closure and post-closure costs to WMC, the City no longer
recognizes the related closure and post-closure costs liability in its financial statements.

7. Denver Urban Renewal Authority. In connection with DURA’s development of the Denver Dry Building, DURA
has guaranteed certain |oans made to the Denver Building Housing, Ltd. by the Colorado Housing and Finance Authority
with an outstanding balance of $2,942,000. In addition, DURA has guaranteed all obligations of the Denver Dry
Development Corporation as general partner, under the terms and conditions of the Limited Partnership agreement of the
Denver Building Housing, Ltd. No amounts have been recorded as aliability in the financial statements, as DURA
management believes the possibility of having to make payments under these guarantees is remote.

8. Other Items. At the general election held November 3, 1992, the voters of the State approved an amendment to the
Colorado Constitution limiting the ability of the State and local governments such as the City to increase revenues, debt
and spending, and restricting property, income and other taxes. In addition, the amendment requires that the State and
local governments obtain voter approval to create any “multiple fiscal year direct or indirect debt or other financial
obligation whatsoever without adequate present cash reserves pledged irrevocably and held for paymentsin all future
fiscal years.” The amendment excludes from its restrictions the borrowings and fiscal operations of “enterprises.”
Enterprises are defined to include government owned businesses authorized to issue their own revenue bonds and
receiving less than 10% of their revenuesin grants from all Colorado State and local governments combined. The
amendment also requires the establishment of an “Emergency Reserve” equal to three percent of fiscal year spending
excluding debt service for al years subsequent to 1994. The City has established an emergency reserve of $26,504,000.
The amendment is also applicable to several component units, which have established emergency reserves of $317,000.

In November 2000, local voters approved Referred Measure 1B to allow the City to retain any revenue collected in excess
of the limits established by the state amendment to the constitution. Depending upon the source of any excess revenues,
the City must use the revenues for affordable housing, alternative transportation improvement projects, or any other
purpose.

There are numerous uncertainties about the interpretation of the amendment and its application to particular governmental
entities and their operations. It is possible that the constitutionality of the amendment as applied in some situations may be
challenged on various grounds, including the argument that the amendment conflicts with other constitutional provisions
and violates the protections afforded by the federal constitution against impairment of contract.

NOTE F - DEFERRED COMPENSATION PLAN

1. Description of the Plan. The Deferred Compensation Plan (Plan) was adopted by the City on November 17, 1980, to
provide a means by which public employees could defer a portion of their current income and related income taxes to
future years. Under Section 457 of the Internal Revenue Code, amounts deferred and income earned on those funds are
not taxed until made available to the participant.
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NOTE F - DEFERRED COMPENSATION PLAN, continued

1. Description of the Plan. The Deferred Compensation Plan (Plan) was adopted by the City on November 17, 1980, to
provide a means by which public employees could defer a portion of their current income and related income taxes to
future years. Under Section 457 of the Internal Revenue Code, amounts deferred and income earned on those funds are
not taxed until made available to the participant.

2. Administration of the Plan. The Deferred Compensation Governing Committee of the City manages the Plan. The
Committee has designated two third party administrators for the Plan to account for all deferred compensation,
withdrawals, and interest income credited and the individual baance for each participant. In addition, the administrators
execute individual participant agreements and provide Plan information and counseling to all eligible employees.

3. Investments. Investments are recorded at fair value. In compliance with the City Charter, the Deferred Compensation
Governing Committee has approved certain options for investment. All investments are transferred to mutual investment
funds offered by the Hartford Variable Annuity Life Insurance Company, to an annuity contract program with the
Prudential Insurance Company of America, or to aretirement trust investment fund with ICMA Retirement Trust. The
Plan provides for self-directed investments by the participants.

4. Contributions. Participation in the Plan isvoluntary and is open to all City employees. The City does not make any
contributions. The maximum deferral in any one-year is generally limited to the lesser of 33 1/3 percent of aparticipant’s
pre-deferred taxable income or $8,500. However, special provisions, applicable during the last three taxable years before a
participant attains normal retirement age under the Plan, may increase the annual maximum up to $15,000.

5. Withdrawals. Withdrawals from the Plan may be made upon retirement, termination of employment with the City, or
in hardship cases as approved by the Administrator. Upon death, amounts credited to the participant are paid to the
beneficiary designated by the participant.

Eligible participants may elect the Systematic Withdrawal Option, purchase an annuity, or receive alump-sum
distribution. The Systemic Withdrawal Option allows digible participants to withdraw specified amounts from their
account at regular intervals. The balance of their account remains in the pool of Plan assets and continues to be invested as
directed by the participant. The annuity option allows eligible participants to purchase a payment stream for a period
certain or for the lifetime of the annuitant. Contracts purchased under this annuity option remain as assets of the Plan. The
periodic distributions are accounted for as withdrawals in the year disbursed.

6. Assets. All amounts of compensation deferred under the Plan, al property and rights purchased with those amounts,
and all income attributabl e to those amounts, property, or rights are held in trust by the City for the exclusive benefit of
the participants and their beneficiaries. The assets of the Plan are reported as a Pension Trust Fund of the City.

7. Plan Termination and Amendments. The City can at any time elect to amend, modify or terminate the Plan.
However, notice must be given to all participants at least 45 days prior to the effective date of the amendment. No
amendments will deprive the participants of any benefits they were entitled to prior to the change. If the Planis
terminated, all amounts then credited to the participants are to be paid out by the administrators under the normal
withdrawal requirements and procedures.
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NOTE F - DEFERRED COMPENSATION PLAN, continued

8. Component Units. Several component units offer plans similar to the City’ s which are also qualified under Section
457 of the Internal Revenue Code.

NOTE G - PENSION PLANS

The City and its component units have two material pension plans covering substantially all employees, as follows:

Denver Employees Retirement Plan
State of Colorado - Fire and Police Pension Plan

The majority of the City’ s employees are covered under the Denver Employees Retirement Plan; firemen and policemen
are covered under the State of Colorado - Fire and Police Pension Plan. In addition to the two material plans offered,
several component units offer various types of pension plans, which include deferred annuity plans and defined
contribution plans.

1. Plan Descriptions. The following are brief descriptions of the retirement plans. Plan participants should refer to the
appropriate source documents or publicly available financial reports for more complete information on the plans.

The Denver Employees Retirement Plan (DERP) is a single-employer, defined benefit plan established by the City to
provide pension benefits for its employees. The DERP is administered by the DERP Board of Trustees in accordance with
sections 18.401 through 18.422 of the City’s Revised Municipal Code. Amendments to the plan are made by ordinance.
These Code sections establish the plan, provide complete information on the DERP, and vests the authority for the benefit
and contribution provisions with the City Council. The DERP Board of Trustees acts as the trustee of the plan’s assets.

All full-time fire fighters and police officers of the City participate in the State of Colorado - Fire and Police Pension Plan
(State Plan), a cost sharing multiple-employer public employee retirement system. Authority for the State Plan, including
benefit and contribution provisions, is derived from Title 31, Articles 30.5 and 31 of the Colorado Revised Statutes. The
plan is amended by statute. The plan is affiliated with and administered by the Fire and Police Pension Association
(FPPA).

Each plan issues a publicly available financial report that includes financial statements and required supplementary
information of that plan. Those reports are available by contacting:

Denver Employees Retirement Plan Fire and Police Pension Association
777 Pear| Street 5290 DTC Parkway, Suite 100
Denver, Colorado 80203 Englewood, Colorado 80111
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