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City Profile

The City of Fountain, Colorado, incorporated in 1903, is located on Colorado’s Rocky Mountain
Front Range, 10 miles south of Colorado Springs. The City occupies 22.08 square miles and
serves a population of more than 31,000.

The City is, by Charter, a Home Rule City with a Council-Manager form of government. Policy-
making and legislative authority are vested in the City Council consisting of the mayor and six
other members who are elected by and answer to the citizens of Fountain. A City Manager is
appointed by the City Council to run the day-to-day operations of the City.

The City of Fountain provides a full range of services including police, fire, and emergency
medical services, street and drainage maintenance, economic development, water and electric
utilities, bus transit, parks & recreation, and general administrative services. The Fountain
Urban Renewal Authority is a separate legal entity but is reported in the City’s financial
statement as a component unit.

Local Economy

The largest employer in the Fountain area is Fort Carson with 34,000 military, civilian
employees and contractors. The City continues to grow its business commercial base with a
diversification among prime employer industries other than schools and government:
e Manufacturing
Transportation & Logistics
Motorsports
Homeland Security
Renewable Energy

The unemployment rate in the Fountain area has historically been less than the national average
due, in part to a growing State economy and its large military presence. The unemployment rate
for 2020 followed the national and Colorado State trends higher during the pandemic. The
unemployment rate is now estimated to be 6.1% and is projected to decline rapidly as more
businesses fully open up.

Construction of new housing and commercial starts in 2020 totaled 149 which is a 13.7%
increase from the 2019 total of 131. In addition, several large developments are in the early
planning stages and similar to other areas along the front range of Colorado, the City of Fountain
1s anticipating continued, steady growth over the next 10 years.

For the first four months of 2021, year over year sales tax revenue is approximately 17% higher.
Both sales and use tax revenues are above 2021 budgeted projections.

Long-term Financial Planning

In 2008, the City Council embarked on the process of developing the City’s first Strategic Plan.
The purpose of the endeavor was to help develop a focused vision and mission for the City
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organization that would be achievable through specific goals and actions of the City
Departments. In 2018, the City embarked on a new, updated Strategic Planning process
designed to narrow the focus of the City to four (4) Strategic Priorities, and develop appropriate
goals and objectives tied directly to those priorities. Published in February of 2020, and
implemented through 2021, the developed Strategic Priorities are as follows:

Strategic Priority: Improve the conditions of City-wide transportation infrastructure in order to
support enhanced road safety, encourage economic development and improve traffic flow,
focused principally on major City transportation corridors, then residential areas.

Strategic Priority: The City will take necessary steps to develop, coordinate and implement
initiatives and programs that improve citizen access to telecommunications technology and
capabilities.

Strategic Priority: The City will re-assess the distribution of public safety resources and develop,
coordinate, and implement necessary plans and initiatives to ensure equal access to such services
throughout the City’s jurisdiction.

Strategic Priority: Complete necessary coordination and initiate plans to improve the availability
of venues which support a variety of community activities, to include athletics, recreation, youth
programs, and gatherings. Whenever possible, pursue funding for these activities that leverage a
variety of resourcing opportunities, minimizing cost to the Community.

The Strategic Plan serves as a guide for allocating financial resources in the preparation of the
biennial budget document. With the biennium beginning January 1, 2011, the City embarked on
preparing biennial budgets; however, the City still adopts an annual operating budget of revenues
and expenditures for the following year in accordance with State Statute and the City Charter.
Included as a part of the City’s budget process, the City prepares a five year summary financial
plan for the major funds. The plan encompasses both revenue projections and operating and
capital expenditures.

Major Initiatives

The global COVID-19 Pandemic was the prevailing focus in 2020. The City worked diligently
to ensure the safety and security of the community while continuing to provide essential services
to residents. Fountain partnered with local health officials to provide important information to
the public regarding virus related protective and preventative measures, as well as created and
shared opportunities for financial and economic relief for local businesses resulting from
COVID-19 related restrictions and mandatory shutdowns. City internal administration and
operations where modified to accommodate necessary initiatives such as remote working and
staggered shifts, increased sanitation protocols and modifications to customer service procedures.
The City initiated a temporary budget freeze, and quickly made emergency investments in
technology that facilitated on-line meetings and coordination, to include virtual City Council
Meetings. Council members and city staff additionally worked closely with the county health
department to facilitate the opening of a new health department location, within the Fountain city
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limits, dramatically increasing the local availability of COVID-19 related testing, vaccination
opportunities and other health related access for the public.

Despite the challenges presented in 2020 by the COVID-19 Pandemic, the City continued to
implement the City Strategic Plan, finishing the second of a three-year implementation cycle and
successfully accomplishing 11 of the 21 Strategic Objectives identified in the plan.

In 2020 the City of Fountain Electric and Water utilities completed and occupied the City’s
Utilities Operations Center, integrating the operational functions of the two utilities within a
single facility. The electric utility initiated the construction of the Jimmy Camp Creek electric
substation, completed the construction of the duct work to house the transmission conductor
from North Substation to Jimmy Camp Creek Substation and started the installation of the
transmission conductor. The water utility continued work to prepare the City’s wells for
connection to the PFOS/PFOA mitigation facility being constructed by the Air Force. The
utilities department completed an electric cost of service and rate design study that resulted in
new rates needed to support the construction of system improvements. The City also entered
into a power purchase agreement with Guzman Energy to be the City’s wholesale power
provider beginning in 2028.

Additionally during 2020, the City completed the oversight of the Link and Squirrel Creek Road
rebuild project. In so doing, the City partnered with the owner of a regional landfill located off of
Squirrel Creek Road to complete the $10.2 million dollar rebuild of 2 major roads and the
construction of 2 fully functional and lighted intersections. The City also completed a $3.5
million dollar road project that included a northern entry point and completed bridge for the
South Academy Highlands commercial project. The City also continued to work on improving
ADA access ramps, curb and gutter and other quality of life issues.

In 2020, the City of Fountain successfully began implementation of a new Inter-governmental
Support Agreement (IGSA) with the Fort Carson Army Garrison.,, Under this 10 year
partnership, the City manages the provision of pest control services on the base, and in return
collects reimbursement for overhead expenses and a service fee. In addition to the new revenue
stream the City has gained in the General Fund through this agreement, the ISGA also serves to
reinforce the strong relationship between the community and Fort Carson, which remains an
increasingly important consideration in Department of Defense basing and other civil-military
programs decisions. Building on the success of the Pest Control IGSA, the City has also
continued in 2020 to negotiate additional agreements with Fort Carson, as well as other local
military installations. Fountain anticipates entering a second, much larger agreement for
construction related services with the Army post in 2021.

Awards and Acknowledgements

The GFOA awarded the Certificate of Achievement for Excellence in Financial Reporting
(CAFR) to the City of Fountain for the fiscal year ended December 31, 2019. The Certificate of
Achievement is the highest form of recognition in governmental accounting and financial
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reporting, and its attainment represents a significant accomplishment by a government and its
management.

The COVID-19 pandemic that has had global impacts since the first part of 2020 has created
challenges for us as we worked to complete the audit this year. However, we wish to specifically
acknowledge our auditors, Haynie & Company for the assistance and guidance they provided in
the preparation of the CAFR and for the professional manner in which they conducted the audit.
We would additionally like to acknowledge and thank our entire Finance team and specifically,
Shawna Dail, who worked diligently to ensure that we could pull together all the necessary
information for a quality audit.

We would also like to recognize the Mayor and City Council for their support and continued
desire to ensure the highest standards of professionalism in the management of the City’s
financial affairs.

Respectfully submitted,

John Lewis
City Manager Finance Director
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Independent Auditor’s Report _
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Honorable Mayor and the City Council
City of Fountain, Colorado

Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Fountain, Colorado, as of and for the year ended December 31, 2020 and the related
notes to the financial statements, which collectively comprise the City of Fountain, Colorado’s basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the discretely presented component
unit, each major fund, and the aggregate remaining fund information of the City of Fountain, Colorado, as of
December 31, 2020 and the respective changes in financial position and cash flows, where applicable, for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
(GAAS) and the standards applicable to the financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States (GAS). Our responsibilities under those standards are further described
in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to
be independent of the City of Fountain, Colorado and to meet our other ethical responsibilities in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the City of Fountain, Colorado’s ability to continue as
a going concern within one year after the date that the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with GAAS and GAS will always detect a material misstatement when it exists.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements, including omissions, are considered material if there is a substantial likelihood that, individually or
in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.
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In performing an audit in accordance with GAAS and GAS, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the City of Fountain, Colorado’s internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the City of Fountain, Colorado’s ability to continue as a going concern for a
reasonable period of time.

Other-Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and required supplementary information as listed in the table of contents, be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Fountain, Colorado’s basic financial statements. The budgetary comparison schedules, combining and
individual nonmajor fund financial statements listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements. This information is the responsibility of
management and were derived from and relates directly to the underlying accounting and other records used to
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the combining and individual nonmajor fund financial
statements and other schedules as listed in the table of contents are fairly stated, in all material respects, in relation to
the financial statements as a whole.

The introductory section, statistical section and Local Highway Finance Report have not been subjected to the
auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on this report.

Phpgrea X Cpgpprey

Littleton, Colorado
June 29, 2021
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MANAGEMENT’S DISCUSSION & ANALYSIS

This discussion and analysis of the City of Fountain’s (the City) financial performance provides
an overview of the City’s financial activities for the fiscal year ended December 31, 2020. Please
read it in conjunction with the City’s financial statements. This report also contains other
supplementary information in addition to the basic financial statements themselves.

Financial Highlights

e The assets and deferred outflows of the City of Fountain exceeded its liabilities and deferred
inflows at the close of 2020 by $190 million (net position). Of this amount, $27 million
(unrestricted net position) may be used to pay the City’s obligations to citizens and creditors.

e At December 31, 2020, the City of Fountain’s governmental funds reported combined ending
fund balance for restricted and unrestricted of $16.1 million, an increase of approximately $2.5
million in comparison with the prior year. This increase was primarily due to the increases in
CARES Act grants related to the pandemic and increased sales tax revenue. Approximately
$9.9 million of the unrestricted net position is available for spending at the government’s
discretion.

e The unrestricted, unassigned fund balance for the General Fund was $7.4 million, or 29.2% of
the total General Fund expenditures, compared to $5.1 million or 23.6% for fiscal year 2019.
An additional $738,210 of fund balance in the General Fund is restricted by the State of
Colorado for emergencies.

e Sales Tax, the City’s largest source of General Fund revenue, was $15 million for 2020 as
compared to $12 million for the prior year, an increase of 25%.

e Use tax revenue decreased by $406 thousand to $1.6 million in 2020 due to the decrease from
2019 in construction materials purchased in 2020 to repair 2018 hail damaged buildings in
Fountain and due to the decrease in construction activity overall during the pandemic.

e Deferred outflows for the City of Fountain decreased by $383 thousand and deferred inflows
increased by $521 thousand, primarily due to changes in pension and OPEB valuations and a
small increase in a deferred refunding on a utility bond.

e Other than the refunding of the 2011 Water Loan with a revenue bond, no new long-term debt
was acquired by the City in 2020. After payments on debt, long term debt for both
governmental and business-type activities decreased by $1.5 million during 2020.

Using this Annual Report

This discussion and analysis is intended to serve as an introduction to the City of Fountain’s basic
financial statements. The City of Fountain’s basic financial statements comprise three
components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes
to the financial statements.

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

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

xi



The statement of activities presents information showing how the City of Fountain’s net position
changed during the most recent fiscal year. All changes in net position 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 reported in this statement for some items will result in cash flows in
future fiscal periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of Fountain
that are principally supported by taxes and intergovernmental revenues (Governmental Activities)
from other functions that are intended to recover all or a significant portion of their costs through
user fees and charges (Business-type Activities). The Governmental Activities of the City of
Fountain include General Government, Public Safety, Public Works, Health and Welfare, Culture
and Recreation and Interest Expense. The Business-type Activities of the City of Fountain include
Water, Electric, Ambulance, and Drainage. Also included in the government-wide financial
statements is the Fountain Urban Renewal Authority (FURA). FURA is legally separate from the
city, however the members of the governing board are appointed by the City Council. FURA is
categorized as a discretely presented component unit rather than a part of the primary government.
FURA'’s financial information is, therefore, presented in a separate column in the government-
wide financial statements.

Fund Financial Statements

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

Governmental funds — Most of the City’s basic services are reported in governmental funds, which
focus on how money flows into and out of those funds and the balances left at year-end that are
available for spending. The governmental funds include the general fund and eight special revenue
funds. The funds are rep