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DEPARTMENT OF FINANCE
205 Municipal Building / 166 South High Street / Akron, Ohio 44308
(330) 375-2316 FAX: (330) 375-2291

July 18, 2008

The Honorable Donald L. Plusquellic
and Members of City Council
The City of Akron, Ohio

Dear Mayor Plusquellic and Council Members:

I am pleased to submit the Comprehensive Annual Financial Report (CAFR) of the City of
Akron for the year ended December 31, 2007. This report presents financial and operating
information about the City’s activities during 2007 that should be useful to citizens and
taxpayers. The report, prepared by the Department of Finance, contains a comprehensive
analysis of the City’s financial position and activities for the year.

Responsibility for both the accuracy of the presented data and the completeness and fairness of
the presentation, including all disclosures, rests with the City of Akron. To the best of our
knowledge and belief, the enclosed data is accurate in all material respects; it is presented in a
manner designed to fairly set forth the financial position and results of operations of the City as
measured by the financial activity of our various funds; and all disclosures necessary to enable
the reader to gain the maximum understanding of the City’s financial activities have been
included.

Management assumes full responsibility for the completeness and reliability of the information
contained in this report, based upon a comprehensive framework of internal control that has been
established for this purpose. The cost of internal control should not exceed anticipated benefits;
therefore, the objective is to provide reasonable, rather than absolute, assurance that the financial
statements are free of any material misstatements. The Audit and Budget Division prepared all
of the financial statements and assisted the external independent accountants in their performance
of the annual audit. The Treasurer’s Office assisted in drafting the statistical section.

Generally accepted accounting principles (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 the MD&A and should be read in conjunction with it. The City of Akron’s MD&A
can be found immediately following the Independent Accountants’ Report.



As background for the reader of this report, the City of Akron is a charter city. The City is the
fifth largest Ohio municipality in terms of population based on the 2000 Census population of
217,074. The City’s land area is approximately 62 square miles and is located in the northeastern
region of the state in the County of Summit.

The City is directed by a mayor and council form of government. Legislative authority is vested
in a 13-member Council, three members of which are elected at-large and ten by wards. The
Council determines the compensation of City officials and employees and enacts ordinances and
resolutions relating to City services, tax levies, appropriation and borrowing of money, licensing
and regulating businesses and trades, and other municipal purposes.

The Mayor is elected for a four-year term and has the responsibility as the City’s chief executive
and administrative officer. The Mayor may veto any legislation passed by Council. A veto may
be overridden by a two-thirds vote of all members of Council. The Director of Finance is
appointed by the Mayor and serves as the City’s chief financial officer and chief accounting
officer. The Director of Finance has comprehensive responsibility for the City’s fiscal activities,
including budget preparation and control, payroll and general accounting, investment and debt
management, purchasing, local income tax administration, information processing, and financial
reporting.

The City provides the full range of municipal services mandated by statute or charter, including
police and fire protection, health, parks, recreation, street maintenance, planning, zoning, and
other general government services. The City has management control of the following enterprise
activities: water, sewer, oil and gas development, golf course, airport, and off-street parking.

Economic Conditions and Outlook

Major revenue sources for the City continue to be the City’s income tax, property taxes, local
fees, charges for services, and state-shared local government revenue. The City’s cash income
tax collections increased by 9.39% in 2007. On a cash basis for 2007, property taxes in the
general fund decreased by 1.38% and the state’s local government revenue to the City decreased
by approximately .11%. The strengths of the local economy are reflected by the growth over the
past five years in the fields of medical and health services, legal and professional services,
communications, public utilities, and finance and related service industries. Income tax receipts
from the 12 largest economic sectors in the City have increased just over 11.5% since 2003 and,
combined, account for nearly 83.36% of total tax collections. Receipts from the 13 fastest
growing economic sectors have increased by more than 27.22%. No one sector makes up more
than 17.83% of the total collected.

The number of building permits issued in 2007 increased by approximately 178% over the
number of permits issued in 2006. The value of building permits increased by 119%. This
significant increase in the value of building permits in 2007 is due to severe hail damage to many
properties in June of 2007. Increases in permit valuations over the next several years will be
attributed to the following: the University of Akron’s area expansion and development, the



Goodyear Tire and Rubber Company’s $900 million development, the Metro $15 million
Intermodal Transit Center, the $19 million Long-term Acute Care Facility on East Market Street,
the $12.6 million parking deck near the Federal Building, the $15 million development on Main
Street between Civic Theatre and Bowery, and the Akron City School District’s estimated $800
million Community Learning Centers, perhaps the most anticipated City-wide project, to be built
over the next 12 years.

Despite the economy in 2007, the City of Akron finds itself in a healthy financial state and
continues to see economic growth. Relative to many other U.S. cities, Akron’s fiscal position is
good considering it is one of only a few mid- to large-sized cities that have not been forced to lay
off employees. The revenue collected from our four Joint Economic Development Districts
(JEDDs), approximately $17.8 million in 2007, is an additional funding source to encourage and
promote economic development and to secure a solid tax base.

Long-term Financial Policies

Unreserved, undesignated fund balance in the general fund (8.03% of the general fund revenues)
falls within the policy guidelines set by the Administration for budgetary and planning purposes
(i.e. between 5 and 10% of the total general fund revenues). The Administration intends to
review this policy in the near future to determine if this policy meets the City’s current needs.

The City completes a five-year capital budget that is updated annually. In this document, the
City attempts to forecast its capital requirements for the next five years.

Relevant Financial Policies

The City has a charter requirement that income tax, (the City’s largest revenue source), used
specifically for City services, 2%, be allocated so that 73% of net revenue is used for operations
and the balance is used for capital needs.

Major Initiatives

Defining the major initiatives for the City of Akron can be summed up into three which are,
creating and retaining jobs, neighborhood growth and security, and alliance with other
governments. In June Akron was named an All-American City for 2008, by the National Civic
League. This was the third such award for Akron, previously having being named in 1981 and
1995.

The spring issue of Site Selection magazine placed Akron as second in the United States for the
number of new or expanded business enterprises among mid-sized metropolitan areas. Helping
Akron attain this distinction was the commitment between the Goodyear Tire and Rubber
Company and the City. Goodyear’s $900 million private development was cited as one of the
most “meaningful” of the 399 projects completed in the State of Ohio.



Akron’s Global Business Accelerator was honored among 1,100 incubators in the US with their
top award, The National Incubation Innovation Award, for our global technology
commercialization initiative. Akron’s Accelerator companies have attracted over $16 million in
new investment capital in the past year.

Akron’s designation as an enterprise community by the federal government has generated critical
federal funds to assist neighborhoods. The housing petition and H.O.M.E. programs, already part
of the City’s economic growth program, are very successful. Neighborhoods petition for special
allocation of federal community development dollars, which assist homeowners in paying for
home improvements and reducing assessments for public improvements. In 2007, the City
completed 117 rehabilitation cases, reduced lead hazard in 63 units, and assisted 93 lower
income homeowners with improvements, and demolished 449 dilapidated residential and
commercial structures.

In 2007 the City and the Akron Public Schools opened Akron’s first jointly owned Community
Learning Center (CLC). The Helen Arnold CLC is attached to the Akron Urban League’s new
headquarters. Although separate entities, the combined facility will enable them to work together
on many joint efforts. This is a unique model of community cooperation.

By the end of the 2007-2008 school year, Akron had opened ten CLC’s. Currently, eight more
are under construction and nine are in design phase. Also, 1,500 students make use of the City of
Akron’s After School Program. This program was chosen in February by the Ohio Department
of Education as a statewide case model for after school study.

Safety is always a top priority in the City of Akron, and once again Akron is the safest big city in
Ohio. To further keep this distinction, at the beginning of the year we brought the police force to
its full authorized strength and we will hire additional firefighters during the summer.

The City of Akron Police Department and the County of Summit Sheriff’s Department are
working together to come up with ways to collaborate and work more effectively together. This
will help to prevent and fight crime. It will also result in the saving of tax dollars for our
community.

The City is striving to make downtown a leisure location, as well as a great place to work. Last
year the City took over management of Lock 3 and set new attendance records. Over 100,000
attended concerts, the Hamburger Festival, and the Farmer’s Markets. Over 70,000 visitors from
all over the country attended the Chriskindl Market at Lock 3.

Later this year, the buildings in a development called “the Bowery” (between the Civic and the
Landmark), will start to see improvements. This area will be just north of Lock 4 and will be
home to new shops, restaurants, and 70 apartments.

These are just a few of the initiatives that, when taken together, contribute to the strength and
diversity of the City’s economy.
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Reporting Standards

The City’s accounts are organized as funds. Each fund is a separate accounting entity with its
own self-balancing set of accounts, assets, liabilities, and fund balance/equity. Following are the
titles of these fund types with a brief description.

Governmental funds:

General Fund — The General Fund is the general operating fund of the City and is
appropriated. It is used to account for all financial resources traditionally associated with
government that are not required to be accounted for in another fund.

Special Revenue Funds — The Special Revenue Funds are used to account for revenues
derived from specific taxes, grants, or other restricted revenue sources. City ordinances or
federal or state statutes specify the uses and limitations of each Special Revenue Fund.
During 2007, the City had 28 Special Revenue Funds.

Debt Service Funds — The Debt Service Funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and related
costs. During 2007, the City had 11 Debt Service Funds.

Capital Projects Funds — The Capital Projects Funds are used to account for financial
resources used for the acquisition or construction of major capital facilities other than those
financed by proprietary funds. During 2007, the City had nine Capital Projects Funds.

Permanent Funds — The Permanent Funds are used for the purpose of accounting for
resources that are legally restricted to the extent that earnings, and not principal, may be used
for purposes that support the reporting governments. The City does not have any Permanent
Funds.

Proprietary funds:

Enterprise Funds — The Enterprise Funds are used to account for operations that are financed
and operated in a manner similar to private business enterprises, in that the intent of the
governing body is that the costs of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges. The City has six
Enterprise Funds.

Internal Service Funds — The Internal Service Funds are used to account for the financing of
goods or services provided by one division or agency to other divisions or agencies of the

government, generally on a cost-reimbursement basis. The City has eight Internal Service
Funds.
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Fiduciary funds:

Private Purpose Trust Funds — The Private Purpose Trust Funds are used to account for other
trust arrangements which benefit individuals, private organizations, or other governments.
During 2007, the City had three Private Purpose Trust Funds.

Agency Funds — The Agency Funds are used to account for assets held by the City as an agent
for individuals, private organizations, and other governments. The City had two Agency
Funds during 2007.

Other Fiduciary Funds — The Other Fiduciary Funds include pension trust funds and
investment trust funds. The City does not utilize any such Other Fiduciary Funds.

Basis of Accounting:

Except for budgetary purposes, the basis of accounting used by the City conforms to accounting
principles generally accepted in the United States of America (GAAP) as applicable to
governmental units and is consistent with Governmental Accounting Standards Board (GASB)
Cod. Sec. 1600, “Basis of Accounting.” All governmental funds are accounted for using a
current financial resources-current assets and current liabilities measurement focus. The
modified accrual basis of accounting is utilized for governmental funds. Revenues are
recognized when they are susceptible to accrual (both measurable and available). Expenditures
are recognized when the related liability is incurred, except for interest on long-term debt which
is recorded when due.

The measurement focus on the City’s proprietary and fiduciary funds is on the flow of total
economic resources (all assets and liabilities). The accrual basis of accounting (revenues are
recognized when earned and expenses when incurred) is utilized by the City in its proprietary
funds.

The City’s basis of accounting for budgetary purposes differs from GAAP in that revenues are
recognized when received rather than when susceptible to accrual (measurable and available),

and encumbrances are included as expenditures rather than as reservations of fund balances.

Accounting policies are further explained in Note 1 to the basic financial statements.

Cash Management

Effective cash management is recognized as essential to good fiscal management. The primary
objectives of the City’s investment activities are the preservation of capital and the protection of
investment principal. The Treasurer’s Office within the Department of Finance invests all cash,
following the City’s own investment ordinance, in various securities which consist of fixed-rate
City bonds and notes, certificates of deposit, fully collateralized repurchase agreements, and U.S.
government obligations. The City’s investment ordinance was modified in late 1986 to take
advantage of State of Ohio investment opportunities. However, the local investment policy

12



continues to be conservative with the highest priority given to safeguarding assets. For 2007,
investment interest income averaged a yield of 4.87% compared to a yield of 4.63% in 2006.
The interest earnings are maximized by investing to projected payment dates on a competitive
bid basis and by investing bank balances daily. This resulted in an average book balance
investment of 131.38%.

Risk Management

The City has been self-insured for liability coverage for non-auto-related incidents since 1985.
This program was established in response to the dramatic rise in premiums in the mid-1980’s and
the increases in exclusions written into standard insurance policies. Additionally, the City is
primarily self-insured for employee medical benefits, including major medical, dental, and vision
care. This has proven to be the most cost-effective program for this type of coverage. The City
also has in place reserve funds for workers’ compensation and medical benefits. For other types
of coverage, such as property insurance, airport liability, employee life, auto liability, and boiler
and machinery coverage, the City has secured traditional insurance. The City is assisted in its
insurance program by an independent consulting firm that writes no insurance but has expertise
in the insurance industry. The City relies on the advice offered by the consultant in securing any
insurance.

Pension

The City contributes to two state-administered retirement plans covering various groups of City
employees. Police and firefighters participate in the statewide Ohio Police and Fire Pension
Fund. Substantially, all other City employees participate in the statewide Ohio Public Employees
Retirement System (OPERS). The City’s total contributions to these plans were equal to 100%
of the required employer contributions for the year. The financial statements of these state-
mandated plans are not included in the City’s financial reports as the plans are outside of our
control and are independent of our financial resources or influence.

Independent Annual Audit

We appreciate the cooperation of State Auditor Mary Taylor, CPA, and her staff in completing
the City’s audit in a timely and highly professional manner.

Certificate of Achievement for Excellence in Financial Reporting

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 of Akron, Ohio,
for its Comprehensive Annual Financial Report for the fiscal year ended December 31, 2006.

The Certificate of Achievement is a prestigious national award, recognizing conformance with
the highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily

readable and efficiently organized comprehensive annual financial report, whose contents
conform to program standards. Such a CAFR must satisfy both generally accepted accounting
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principles and applicable legal requirements. A Certificate of Achievement is valid for a period
of one year only. The City of Akron, Ohio, has received Certificates of Achievement for the last
23 consecutive years (1984 through 2006). We believe our current report continues to conform
to the Certificate of Achievement program requirements, and we are submitting it to GFOA.

Acknowledgments

The 2007 Comprehensive Annual Financial Report could not have been accomplished without
the dedication of the professionals in the Audit and Budget Division of the Department of
Finance. Special acknowledgment must go to the Audit and Budget staff for the many hours of
quality service they have provided to the City in the formulation of this report. I further wish to
thank you, Mayor, for continuing to provide to the department the necessary support and
leadership required to enhance the City’s overall fiscal position and its financial reporting
practices. We trust that this timely, complete, and fully readable Comprehensive Annual
Financial Report satisfies your needs and those of City Council for responsible financial planning
and reporting.

Respectfully,
0

.
-

Diane L. Miller-Dawson
Director of Finance
DLMD/dmu
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Mary Tavylor, cra

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT

City of Akron

Summit County

166 South High Street
Akron, Ohio 44308

To the City Council:

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Akron, Summit
County, Ohio, (the City) as of and for the year ended December 31, 2007, 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 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 the Comptroller General of the United
States’ Government Auditing Standards. Those standards require that we plan and perform the audit to
reasonably assure whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Akron, Summit County, Ohio, as of December
31, 2007, and the respective changes in financial position and where applicable, cash flows, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated July 18, 2008,
on our consideration of the City’s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements and other matters. While we
did not opine on the internal control over financial reporting or on compliance, that report describes the
scope of our testing of internal control over financial reporting and compliance and the results of that
testing. That report is an integral part of an audit performed in accordance with Government Auditing
Standards. You should read it in conjunction with this report in assessing the results of our audit.

Management’s Discussion and Analysis and the budgetary comparisons for the General Fund, Community
Learning Centers Fund, and Income Tax Capital Improvement Fund are not a required part of the basic
financial statements but are supplementary information accounting principles generally accepted in the
United States of America requires. We have applied certain limited procedures, consisting principally of
inquiries of management regarding the methods of measuring and presenting the required supplementary
information. However, we did not audit the information and express no opinion on it.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702-1509
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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City of Akron

Summit County

Independent Accountants’ Report
Page 2

We conducted our audit to opine on the financial statements that collectively comprise the City’s basic
financial statements. The introductory section, combining nonmajor fund statements and schedules and
statistical tables provide additional information and are not a required part of the basic financial
statements. We subjected the combining nonmajor fund statements and schedules to the auditing
procedures applied in the audit of the basic financial statements. In our opinion, this information is fairly
stated in all material respects in relation to the basic financial statements taken as a whole. We did not
subject the introductory section and statistical tables to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on them.

77’7%7 Jdg/laz*/

Mary Taylor, CPA
Auditor of State

July 18, 2008
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CITY OF AKRON, OHIO
MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s discussion and analysis of the City of Akron, Ohio financial performance
provides an overview of Akron’s financial activities for the fiscal year ended December 31,
2007. Please read it in conjunction with the transmittal letter on page 7 and the City’s
financial statements, which begin on page 34.

FINANCIAL HIGHLIGHTS

o The assets of the City of Akron, Ohio exceeded its liabilities at December 31, 2007
by $714,193,282 (net assets). Of this amount $145,735,049 is restricted for debt
service.

e The governmental activities’ total net assets increased by $28,531,481 and the
business-type activities’ total net assets increased by $6,595,517 for a net increase
in the City’s total net assets of $35,126,998.

e As of the close of the current fiscal year, the City of Akron’s governmental funds
reported combined ending fund balances of $224,855,582, a decrease of
$12,456,695 in comparison with the prior year.

e At the end of the current fiscal year, unreserved fund balance for the general fund
was $12,649,039, or 8.53% of total general fund expenditures, and a 60.42%
increase compared to the prior year.

e The City of Akron’s total long-term debt decreased by $13,920,114 (1.99%) during
the current year. On December 3, 2007, the City of Akron issued $20,735,000 of
G.0O. Bonds and on December 20, 2007 issued $19,610,000 COPS. Also during the
year, the City retired $12,072,882 of G.O. Bonds.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

The statement of net assets presents information on all of the City of Akron’s assets and
liabilities, with the difference between the two reported as net assets. Over time, increases
or decreases in net assets may serve as a useful indicator of whether the financial position
of the City of Akron is improving or deteriorating.
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The statement of activities presents information showing how the City’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the
underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will
only result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but
unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City of
Akron 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 Akron include general government, public
service, public safety, community environment, public health and recreation and parks.
The business-type activities of the City of Akron include water, sewer, oil and gas, golf,
airport and off-street parking operations.

The government-wide financial statements can be found on pages 34 — 35 of this report.

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

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

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

The City of Akron maintains 49 individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement
of revenues, expenditures, and changes in fund balances for the General Fund, Community
Learning Centers Fund, Income Tax Capital Improvement Fund, CLC Bond Payment Fund
and the Special Assessment Bond Payment Fund, which are considered to be major funds.
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Data from the other governmental funds are combined into a single, aggregated
presentation. Individual fund data for each of these nonmajor governmental funds is
provided in the form of combining statements elsewhere in this report.

The City of Akron adopts an annual appropriated budget for its General Fund, and for
special revenue, some debt service, enterprise and internal service funds. The General
Fund, Community Learning Centers Fund, and Income Tax Capital Improvement Fund
budgetary schedules (non-GAAP budgetary basis) have been provided as Required
Supplementary Information (RSI) to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 36-39 of this
report.

Proprietary funds. The City of Akron maintains two different types of proprietary funds.
Enterprise funds are used to report the same functions presented as business-type activities
in the government-wide financial statements. The City of Akron uses enterprise funds to
account for its water, sewer, oil and gas, golf, airport, and off-street parking operations.
Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City of Akron’s various functions. The City of Akron uses internal
service funds to account for its vehicle maintenance, medical self-insurance, workers’
compensation self-insurance, other self-insurance costs, storeroom (providing City-wide
copy center, mailing operation and central storeroom), management information systems
(responsible for all data processing and computer operations of the City), telephone system
(with outside cable plant consisting of underground and aerial wires and telephone cables),
and engineering bureau (responsible for design and construction for City streets, sidewalks,
sewer and water utilities, bridges, and City facilities). Because most of the internal
services predominantly benefit governmental rather than business-type functions, they
have been included within the 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 the Water, Sewer, and Off-Street Parking operations, which are considered
to be major funds of the City of Akron. Conversely, the internal service funds are
combined into a single aggregated presentation in the proprietary fund financial statements.
Individual fund data for the nonmajor enterprise and the internal service funds is provided
in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 40 — 45 of this
report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the government. Fiduciary funds are not reflected in the government-wide
financial statements because the resources of those funds are not available to support the
City of Akron’s own programs. The accounting used for fiduciary funds is much like that
used for proprietary funds.
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The basic fiduciary fund financial statements can be found on pages 46 — 47 of this report.

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 48-99 of
this report.

Other information. In addition to the basic financial statements and accompanying notes,
this report also presents certain Required Supplementary Information (RSI) concerning the
City of Akron’s General Fund, Community Learning Centers Fund, and Income Tax
Capital Improvement Fund budgetary comparison. Required Supplementary Information
(RS]) can be found on pages 101-107 of this report.

The combining statements referred to earlier in connection with nonmajor governmental
funds, enterprise funds and internal service funds are presented immediately following the
Required Supplementary Information (RSI) and can be found on pages 110-183 of this
report.

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 of Akron, assets exceeded liabilities by
$714,193,282 at the close of the most recent fiscal year.

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

An additional portion of the City of Akron’s net assets (20.41%) is restricted for the
payment of debt service.

The City’s net assets increased by $35,126,998 during the current year. The net assets of

the governmental activities increased by $28,531,481 and business-type activities
increased by $6,595,517.
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Summary Statement of Net Assets
as of December 31, 2006 and 2007

(in thousands)

Governmental Activities Business-type Activities Total

2006 2007 2006 2007 2006 2007
Assets:
Current and other assets $ 453N $ 432,820 $ 41,131 $ 36849 $ 486,502 $ 469,669
Capital assets 758,200 813,615 471,710 469,908 1,229,910 1,283,523
Total assets $ 1203571 $ 1246435 $ 512,841 $ 506,757 $ 1,716,412 $ 1,753,192
Liabilities:
Long-term liabilities 658,167 676,534 146,211 132,418 804,378 808,952
Other liabilities 209,120 205,084 23,849 24,962 232,969 230,046
Total liabilities $ 867287 $ 881,618 $ 170,060 $ 157,380 $ 1,037,347 $ 1,038,998
Net assets:
Invested in capital assets
net of related debt 343,895 350,901 319,708 331,089 663,603 681,990
Restricted 154,998 136,131 9,763 9,603 164,761 145,734
Unrestricted (162,608) (122,216) 13,310 8,685 (149,298) (113,531)
Total net assets $ 336285 $ 364816 $ 342,781 $ 349377 $ 679,066 $ 714,193

Governmental activities. Revenues exceeded expenses by $27,954,000.

For the governmental activities, the unrestricted deficit results from having insufficient assets set side
for long-term obligations such as compensated absences. The City finances such obligations on a
year-to-year basis as they come due and must be paid. The deficit is also a result of having ongoing
capital projects that are debt-financed.

The following table shows total revenues for 2007 were $22,470,000 lower than the prior year.
Income tax revenue increased by $22,773,000 from the prior year and shared revenues decreased by
$41,710,000 from 2006. Property taxes decreased by $7,087,000 from 2006. For the remaining
revenues, there was an increase of $3,554,000 from 2006. Expenses for 2007 were $32,505,000
lower than in 2006. The majority of the lower expenses were in community environment and higher
expenses were primarily in public safety. Key events contributing to the changes are as follows:

e The increase in Income tax is attributed to the current state of the local economy.

e After a record high in 2006, shared revenues and community environment expenses
decreased as a result of the decrease in the funding of the acquisition and construction costs
associated with the Community Learning Centers.

e Tangible personal property used in business is being phased out over four years by the State
of Ohio. The percentages are 18.75%, 12.50%, 6.25%, and 0.00% for 2006, 2007, 2008, and
2009, respectively.

e The Police and Fire unions settled their contract during the year and the mandated wage
increase was 3.00% for all bargaining members.
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Changes in Net Assets
For Fiscal Year Ended December 31, 2006 and 2007

(in thousands)
Governmental Activities Business-type Activities Total
2006 2007 2006 2007 2006 2007
Revenues:
Program revenues:
Charges for services $ 39963 $ 42478 $ 75851 $ 75463 $ 115814 $ 117,941
Operating grants and contributions 20,086 21,939 - - 20,086 21,939
Capital grants and contributions 22,024 24,823 4,537 5,918 26,561 30,741
General revenues:
Income taxes 121,875 144,648 - - 121,875 144,648
Property taxes 37,242 30,155 - - 37,242 30,155
JEDD revenues 16,550 16,551 - - 16,550 16,551
Investment earnings 6,546 4,821 461 504 7,007 5,325
Unrestricted shared revenues 106,744 65,034 - - 106,744 65,034
Miscellaneous 12,788 10,899 946 2,092 13,734 12,991
Total revenues $ 383818 $ 361,348 $ 81,795 $ 83,977 $ 465,613 $ 445325
Expenses:
General government $ 38207 $ 40,750 $ - $ - $ 38207 $ 40,750
Public service 64,832 63,896 - - 64,832 63,896
Public safety 109,812 114,352 - - 109,812 114,352
Community environment 94,413 50,882 - - 94,413 50,882
Public health 17,204 17,569 - - 17,204 17,569
Recreation and parks 2,552 5,801 - - 2,552 5,801
Interest on debt 26,809 27,326 - - 26,809 27,326
Unallocated depreciation 12,069 12,818 - - 12,069 12,818
Water - - 33,312 33,460 33,312 33,460
Sewer - - 33,322 35,288 33,322 35,288
Oil & gas - - 180 204 180 204
Golf course - - 1,354 1,317 1,354 1,317
Airport - - 680 787 680 787
Off-street parking - - 5,702 5,974 5,702 5,974
Total expenses 365,898 333,394 74,550 77,030 440,448 410,424
Changes in net assets before
transfers 17,920 27,954 7,245 6,947 25,165 34,901
Gain (loss) on sale of capital assets - 224 - - - 224
Transfers 268 352 (268) (352) - -
Changes in net assets $ 18,188 $ 28,530 $ 6,977 $ 6,595 $ 25165 $ 35125
Net assets - beginning 318,098 336,286 335,805 342,782 653,903 679,068
Net assets - ending $ 336,286 $ 364,816 $ 342,782 $ 349,377 $ 679,068 $ 714,193
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Expenses and Program Revenues - Governmental Activities
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The above chart shows the revenue generated by the various programs of the City of Akron and the
expenses relating to each program. As shown below, the primary source of revenue that funds these
programs is reported in the financial statements as income taxes.

Revenues By Sources Governmental Activities

Otherrevenues 9%

Charges forservices 2%

Grants and contributions 3%

Shared revenues 18%

Income taxes 40%
Propertytaxes 8%
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Expenses and Program Revenues - Governmental Activities
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The above chart shows the revenue generated by the various programs of the City of Akron and the
expenses relating to each program. As shown below, the primary source of revenue that funds these
programs is reported in the financial statements as income taxes.

Revenues By Sources Governmental Activities

Otherrevenues 9%

Charges forservices 2%

Grants and contributions 3%

Shared revenues 8%

Ihcome taxes 40%
Propertytaxes 8%
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FINANCIAL ANALYSIS OF THE GOVERNMENTAL FUNDS

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

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

As of the end of the current fiscal year, the City of Akron’s governmental funds reported a
combined ending fund balance of $224,855,582, a decrease of $12,456,695 in comparison
to the prior year. The unreserved fund balance at the end of the current year is
$189,071,567. The remainder of fund balance is reserved 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 ($25,643,267) and (2) to reserve for loans receivable
($10,140,748). The City’s major governmental funds are the General Fund, the
Community Learning Centers (CLC) Fund, Income Tax Capital Improvement Fund,
Special Assessment Bond Payment Fund, and the CLC Bond Payment Fund.

The General Fund is the chief operating fund of the City of Akron. At the end of the
current fiscal year, unreserved fund balance of the General Fund was $12,649,039, while
the total fund balance is $13,612,405. 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 8.53% of total General Fund
expenditures, while total fund balance represents 9.18% of that same amount.

The fund balance of the City of Akron’s General Fund increased by $3,712,803 during the
current fiscal year. Key factors in this increase are as follows:

* Revenues as a whole increased by $7,780,283 (5.27 %) from the prior year. The
increase is mainly due to the increase in Income Tax revenue.

e Expenditures increased by only $2,294,606 (1.57%) during the current year as
continued efforts by the City to contain costs.

* General Fund revenues over expenditures for 2006 compared to 2007 increased by
$5,485,677. The two significant items that attributed to the change are the increase
in Income Tax revenue and the settlement of the Police and Fire contracts, both of
which were previously mentioned.

e The practice of transferring monies from the General Fund, $3,463,937 in 2007, to
subsidize various operations and provide the local match for grants is a method
used annually by the City to provide resources to these funds.
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The Community Learning Centers Fund has a total fund balance of $84,041,352. The net
decrease in the Community Learning Centers Fund from the prior year was $7,307,925.
The decrease in fund balance is due mainly to the following:

e Investment earnings were $2,212,273 less than the prior year. As previously
mentioned, the 2006 Community Learning Center project costs were funded by
reducing the investments held directly impacting the amount of investment
earnings.

e Community environment expenditures were $10,937,760 in 2007 which reflect the
decrease in Community Learning Center projects during the year.

e Debt service expenditures were $10,431,252 in the current year.

The Income Tax Capital Improvement Fund has a total fund balance of $9,443,279.
Expenditures exceeded revenue by only $527,063 in 2007. The change adheres to the
City’s desire to fully implement the annual Capital Budget Plan.

For fiscal year 2007 the Special Assessment Bond Payment Fund revenues and bond
proceeds were less than expenditures by $47,692. The City accumulates resources for the
payment of debt and related costs at a balanced level.

For the current fiscal year in the CLC Bond Payment Fund, expenditures exceeded
revenues by $19,988,669. This is directly related to the decrease in shared revenue of
$45,080,546. The City records shared revenue and community environment expenses for
funds obtained and distributed to pay for the acquisition and construction of Community
Learning Centers projects. There was an enormous amount of funding during 2006 for
construction activity resulting in the decrease for 2007. As of December 31, 2007, there
were two facilities that were operational and four facilities in construction in process.
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Expenses and Program Revenues - Business-type Activities
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The above chart shows the revenue generated by the various business-type activities of the
City of Akron and the expenses relating to each activity. As shown below, the majority of
the revenue that funds these activities is reported in the financial statements as charges for
services.

Revenues by Sources - Business-type Activities

Other revenue 3%

Capital grants and contributions 7%

Charges for services 90%
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Business-type activities. Business-type activities increased the City of Akron’s net assets
by $6,595,517. Miscellaneous revenue increased by $1,145,030 over the prior year.
Capital grants and contributions were higher than the prior year by $1,381,269.

Proprietary funds. The City of Akron’s proprietary funds provide the same type of
information found in the government-wide financial statements, but in more detail. The
City’s major enterprise funds are the Water, Sewer, and Off-Street Parking.

Unrestricted net assets of the Water fund at the end of the year were $5,793,664; for the
Sewer fund $5,845,331; and for the Off-Street Parking fund ($417,068). Net income for
the Water, Sewer and Off-Street Parking Funds were $2,431,687, $2,690,412, and
$1,888,514 respectively.

The Water Department services the City and 11 surrounding communities which account
for 84,037 customer accounts and 1,213 miles of water mains. All bonds of the Water
fund are paid from water enterprise revenues. A ten-year comparison of certain water
enterprise data is shown in Schedule 15 of the Statistical Section. Water rates remained
stable and results of operations yielded an increase in net assets due to cost containment.

The Sewer Department services the City and 12 surrounding communities which account
for 79,721 customer accounts and 1,340 miles of sewer lines. All bonds of the Sewer fund
are paid from sewer enterprise revenues. A ten-year comparison of certain sewer
enterprise data is shown in Schedule 15 of the Statistical Section. Sewer rates remained
virtually unchanged with only slight increases to a small population of non-resident
customers and results of operations yielded an increase in net assets due again to cost
containment.

The Off-Street Parking fund met expectations with an increase in charges for services. The
rates for parking were increased effective April 1, 2007. The increase in revenues directly
resulted in the increase in net assets along with capital contributions.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the year, revenues and other sources exceeded budgetary estimates by $4,578,481
(3.01%). Income Taxes were $4,031,299 higher than budget, Local Government Fund
revenues were $1,684,856 higher than budget and Property Taxes were $603,957 higher
than budget. Other Revenue was $1,061,339 higher than the estimated budget.

The revised expenditures final budget amount increased by $3,380,600 (2.17%) over the
original budget amount. The actual amount of expenditures were $2,273,434 (1.43%) less
than the final amended budget. Wages/benefits for Police and Fire expenditure final
budget was more than original budget by $1,400,000 (3.26%) and $900,000 (3.55%)
respectively.
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Key events contributing to the changes in the General Fund budget amounts are as follows:

e As previously stated, Income Tax revenue has increased and was significantly

higher than the 2% increase that was budgeted.

e The City took a conservative approach when estimating the Local government

revenue; therefore, actual results exceeded budgeted amounts.

e As stated earlier both the Police and Fire unions settled their contract during the
year and the impact of the new contract was not originally budgeted. The

mandated wage increase was 3.00% for all bargaining members of the Police and

Fire Departments.

e Another significant change also related to wages/benefits for the Division of Public
Service. The two divisions that account for the majority of the increase are the

Sanitation Division and Recycling Division. Both Divisions experienced higher
than expected overtime for refuse and recycling pickup, respectively.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital assets. The City of Akron’s investment in capital assets for its government and
business-type activities as of December 31, 2007, amounts to $1,283,523,250 (net of

accumulated depreciation). This investment in capital assets includes land, construction in
progress, buildings, improvements other than buildings, equipment, and infrastructure.

The total increase in the City of Akron’s investment in capital assets for the current fiscal
year was 4.36% (a 7.31% increase for governmental activities and a 0.38% decrease for

business-type activities).

City of Akron
Capital Assets
(net of accumulated depreciation)
Governmental Activities Business-type Activities Total
2006 2007 2006 2007 2006 2007
Land $152,624283  $155,480,584 $26,503,462  $26,598,108 $179,127,745 $182,078,692
Construction in progress 81,054,723 72,431,297 32,099,359 33,566,109 113,154,082 105,997,406
Buildings 128,132,032 160,336,064 98,898,745 96,744 297 227,030,777 257,080,361
Improvements 88,461,233 96,971,541 222,095,996 214,825,507 310,557,229 311,797,048
Equipment 23,688,958 24,147,003 2,772,636 3,941,943 26,461,594 28,088,946
Infrastructure 284,238,647 304,248,975 89,339,926 94,231,822 373,578,573 398,480,797
$758,199.876  $813,615,464 $471,710,124  $469,907,786 $1,229,910,000 $1,283,523,250

Additional information on the City of Akron’s capital assets can be found in Note 1. G. on

page 54 and Note 7 starting on page 65.
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Major capital asset events during the current fiscal year included the following:

Americans with Disabilities (ADA) Access Improvements - $1,888,000.
Cascade Locks Bikeway - $2,012,000.

Canton Road Signalization Project -$1,111,000.

Street Projects - West Market Street ($3,848,000), East Market Street Widening
($1,150,000), and Manchester Road ($1,680,000).

Long-term debt. At the end of the current fiscal year, the City of Akron had total debt
outstanding of $686,720,000. All general obligation bonds are backed by the full faith and
credit of the City. Special assessment bonds and notes are covered by special assessment
collections and are backed by the full faith and credit of the City. The remainder of the
City of Akron’s debt represents bonds secured solely by specified revenue sources.

City of Akron
Outstanding Debt
(in thousands)
Governmental Business-type
Activities Activities Total
2006 2007 2006 2007 2006 2007

General Obligation Bonds $207,280 $216,063 $922 $801  § 208202 § 216,364
OPWC Loan 9,931 10,361 2,853 2,651 12,784 13,012
Ohio Department of Development Loan 1,309 1,253 - 1,309 1,253
Non-Tax Revenue Bonds 44,360 42,330 - - 44,360 42,330
Income Tax Revenue Bonds 214,130 210,160 - - 214,130 210,160
Special Revenue Bonds 44240 42,090 - - 44240 42,090
Special Assessment Bonds and Notes 17.433 16,286 - - 17,433 16,286
SIB Loan 9,956 9,358 - - 9,956 9,358
Mortgage Revenue Bonds - - 57,565 51,845 57,565 51,845
Revenue Bonds - - 39,665 37,380 39,665 37,380
OWDA Loan - - 50,997 46,142 50,997 46,142

$ 548639 § 547901 § 152,002 § 138819 § 700,641 § 686,720

The City of Akron’s total debt outstanding decreased by $13,921,000 (1.99%) during the
current fiscal year.

During the current fiscal year the City issued $20,735,000 in general obligation bonds to
pay for the cost of street improvements, improving municipal parks, improvements to
municipal facilities for purchase of motor vehicles, and renovating the incubator building.

The City of Akron’s General Obligation bond ratings are AA- from Fitch, Al from
Moody’s, and AA- from Standard & Poor’s. The insured Water and Sewer Revenue bonds
were originally rated AAA from Fitch, Aaa from Moody’s, and AAA from Standard &
Poor’s.
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The Ohio Revised Code provides that the outstanding general obligation bonds less self-
supporting debt (e.g., income tax-backed projects) of the municipal corporation, whether or
not approved by the electors, shall not exceed 10.5% of the assessed value of all property
in the municipal corporation as listed and assessed for taxation. In addition, the unvoted
net debt of municipal corporations cannot exceed 5.5% of total assessed value of property.
The City of Akron’s total debt limit (10.5%) is $332,783,010 and the total unvoted net debt
limit (5.5%) is $174,314,910.

Additional information on the City of Akron’s long-term debt can be found in Notes 10-12
on pages 73-87.

Economic Factors and Next Year’s Budgets and Rates

e Akron’s average annual unemployment rate at year-end was 5.9%, which remained
stable compared to the prior year.

e The City of Akron budgeted a 2% increase in income tax collections.

In the 2008 budget, the General Fund unencumbered fund balance is projecting a $257,288
increase.

Request for Information

This financial report is designed to provide a general overview of the City of Akron’s
finances for all those with an interest in the government’s finances. Questions concerning
any of the information provided in this report or request for additional information should
be addressed to the Office of the Finance Director, Municipal Building, Room 205, 166
South High Street, Akron, Ohio 44308.
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Assets
Current assets
Pooled cash and investments
Restricted cash and investments
Receivables, net
Loans receivable
Due from other governments
Internal balances
Inventories, at cost
Total current assets

Noncurrent assets:
Receivables, net
Loans receivable
Unamortized bond costs and deferred loss
Deposits
Capital assets:
Land and construction in progress
Other capital assets, net
Total noncurrent assets
Total assets

Liabilities
Current liabilities:
Accounts payable and other accrued liabilities
Customer deposits
Due to other governments
Deferred revenue
Matured bonds and interest payable
Accrued interest payable
Accrued wages
Accrued vacation and leave
COPs and obligations under capital lease
Liability for unpaid claims
Bonds, notes and loans payable
Total current liabilities

Noncurrent liabilities:
COPs and obligations under capital lease
Liabilities due in more than one year
Deferred charges and other liabilities
Bonds, notes and loans payable
due in more than one year

Total noncurrent liabilities
Total liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted (deficit)

Total net assets

Exhibit 1

City of Akron, Ohio
Statement of Net Assets
December 31, 2007
Governmental Business-type
Activities Activities Total

$ 18,543,587 $ 10,781,127 $ 29,324,714
88,114,498 11,860,728 99,975,226
101,676,358 9,547,110 111,223,468
2,795,317 - 2,795,317
21,473,967 2,425,757 23,899,724
4,041,142 (4,041,142) -

1,070,749 2,543,982 3,614,731
237,715,618 33,117,562 270,833,180
90,220,788 - 90,220,788

7,345,431 - 7,345,431

5,486,822 3,731,160 9,217,982
92,050,905 - 92,050,905
227,911,881 60,164,217 288,076,098
585,703,583 409,743,569 995,447,152
1,008,719,410 473,638,946 1,482,358,356
1,246,435,028 506,756,508 1,753,191,536
23,634,568 4,569,243 28,203,811

671,021 596,321 1,267,342

4,122,732 342,952 4,465,684
122,122,798 - 122,122,798

145,609 - 145,609

2,371,057 2,642,326 5,013,383

3,988,249 550,997 4,539,246

12,047,309 1,472,862 13,520,171

5,400,512 - 5,400,512

5,073,337 - 5,073,337
25,507,213 14,787,094 40,294,307
205,084,405 24,961,795 230,046,200
79,220,245 - 79,220,245
65,232,858 6,193,676 71,426,534
17,088,875 2,191,884 19,280,759
514,992,510 124,032,006 639,024,516
676,534,488 132,417,566 808,952,054
881,618,893 157,379,361 1,038,998,254
350,900,710 331,088,686 681,989,396
136,131,553 9,603,496 145,735,049
(122,216,128) 8,684,965 (113,531,163)

$ 364,816,135 § 349,377,147 $ 714,193,282

The notes to the financial statements are an integral part of this statement.
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Assets

Pooled cash and investments

Restricted cash and investments

R bles, net of all for llectibles
Loans receivable

Due from other governments

Due from other funds

Deposits

Total assets

Liabilities

Accounts payable
Customer deposits

Due to other governments
Due to other funds

Due to others

Deferred grant revenue
Deferred revenue
Matured bonds payable
Matured interest payable
Accrued liabilities
Accrued wages

Accrued vacation and leave

Total liabilities

Fund balances

Reserved for encumbrances

Reserved for loans receivable

Unreserved designated for pre- b reported in
general fund

Unreserved desi; d for p: brances reported in
special revenue funds

Unreserved desi, d for p: brances reported in

capital project funds
Unreserved reported in general fund
Unreserved reported in special revenue funds
Unreserved reported in debt service funds
Deficit reported in capital project funds

Total fund balances

Total liabilities and fund balances

City of Akron, Ohio

Balance Sheet - Governmental Funds

Exhibit 3

December 31, 2007
Income
Community Tax Special CLC Bond Other Total
Learning Capital Assessment Payment Governmental Governmental
General Centers Improvement Bond Payment Fund Funds Funds

- 8 1,092,779 $ - 8 - 8 - 8 20,138,704 $ 21,231,483

- 70,223,564 - 243,800 18,857 17,628,277 88,114,498
56,043,757 81,257,886 6,995,518 24,080,274 - 21,125,556 189,502,991
663,134 - - - - 9,477,614 10,140,748

- - - - - 9,847,414 9,847,414
7,060,691 12,231,730 5,993,601 - - 26,013,327 51,299,349
- - - - 92,050,905 - 92,050,905
63,767,582 _$ 164805959 § 12989119 § 24324074 $§ 92069762 $ 104,230,892 $ 462,187,388
1,843,309 $ 19314 § 161,142 § -3 - 8 11,297,372 $ 13,321,137
- - - - - 671,021 671,021
1,297,970 7,995 5,735 - - 6,058,936 7,370,636
1,154,827 1,673,786 57,590 - - 41,653,626 44,539,829
- - - - - 936,125 936,125

- - - - - 333,002 333,002
40,449,636 79,063,424 3,233,474 22,080,274 - 15,915,215 160,742,023
- - - - - 95,000 95,000

- . - - - 50,609 50,609
2,371,692 - 61,367 - - 2,901,668 5,334,727
2,853,183 88 26,532 - - 860,049 3,739,852
184,560 - - - - 13,285 197,845
50,155,177 80,764,607 3,545,840 22,080,274 - 80,785,908 237,331,806
300,232 107,600 306,236 - - 24,929,199 25,643,267
663,134 - - - - 9,477,614 10,140,748
157,010 - - - - - 157,010

- - 108,200 - - 170,540 278,740

- - - - - 61 61
12,492,029 - - - - - 12,492,029
- 83,933,752 9,028,843 - - 5,733,864 98,696,459

- - - 2,243,800 92,069,762 13,664,133 107,977,695
- - - - - (30,530,427) (30,530,427)
13,612,405 84,041,352 9,443,279 2,243,800 92,069,762 23,444,984 224,855,582
63,767,582 $ 164805959 $ 12989119 § 24324074 $ 92069762 § 104,230,892 3 462,187,388

The notes to the financial statements are an integral part of this statement.
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Exhibit 3a

City of Akron, Ohio
Reconciliation of the Balance Sheet to the Statement of Net Assets - Governmental Funds
December 31, 2007
Total fund balances for governmental funds (Exhibit 3) $ 224,855,582

Total net assets reported for governmental activities in the statement of net assets
is different because:

Investments in City of Akron issued bonds and notes are eliminated in the
government-wide statement of net assets. (7,401,063)

Capital assets used in governmental activities (excluding internal service fund capital
assets) are not financial resources and therefore are not reported in the funds. 810,639,967

Other long-term assets are not available to pay for current period expenditures and,
therefore, are deferred in the funds.

Income taxes 13,039,255
JEDD revenues 879,363
Special assessments 10,951,100
Property taxes 5,136,138
Shared revenues 8,946,371
38,952,227
Long-term accounts receivables are not available to pay for current period expenditures. 2,307,570
The assets and liabilities of the internal service funds are included in the governmental
activities in the statement of net assets. (14,639,521)
Long-term liabilities including bonds payable and accrued interest payable
are not due and payable in the current period and therefore are not reported in the funds.
Accounts payable and other accrued liabilities (5,840,324)
Due to other governments (3,905,000)
Accrued interest payable (2,370,427)
Accrued vacation and leave (53,371,074)
Bonds, notes and loans payable (540,331,509)
Obligations under capital lease (84,104,793)
Unamortized bond premium (17,088,875)
Unamortized bond issue cost 5,486,822
(701,525,180)
OPWTC loan funds not drawn down, therefore, receivable not reflected in the funds. 11,626,553
Total net assets of governmental activities (Exhibit 1) $ 364,816,135

The notes to the financial statements are an integral part of this statement.
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Exhibit 4
City of Akron, Ohio

Statement of Revenues, Expenditures and Changes in Fund Balances - Governmental Funds

For the Year Ended December 31, 2007

Income
Community Tax Special CLC Other Total
Learning Capital Assessment Bond Payment Governmental Governmental
General Centers Improvement Bond Payment Fund Funds Funds
Revenues
Income taxes $ 83,527,383 $ 13,074,383 $ 35,009,307 $ - $ - 8 11,321,930 $ 142,933,003
Property taxes 19,425,348 - - - - 10,361,269 29,786,617
JEDD revenues 2,992,000 - 1,825,000 - - 13,012,829 17,829,829
Special assessments 54,018 - - 3,782,106 - 9,942,600 13,778,724
Grants and subsidies:
Community development - - - - - 12,478,212 12,478,212
Other 3,330 - 130,274 - - 20,049,484 20,183,088
Investment earnings 451,000 2,793,134 - 239,103 99,596 1,651,602 5,234,435
Shared revenues 21,433,917 - - - 28,374,060 15,699,642 65,507,619
Licenses, fees and fines 8,655,487 - 225 - - 1,487,010 10,142,722
Charges for services 17,692,652 - 149,999 - - 10,957,356 28,800,007
Miscellaneous 1,241,773 71,341 275,692 - - 11,163,362 12,752,168
155,476,908 15,938,858 37,390,497 4,021,209 28,473,656 118,125,296 359,426,424
Expenditures
Current:
General government 20,724,860 1,874,384 12,894 528,776 5,527 16,977,765 40,124,206
Public service 21,712,994 3,387 416,076 - - 81,432,692 103,565,149
Public safety 93,094,202 - 81,428 - - 16,945,013 110,120,643
Community environment 1,427,744 10,937,760 9,105,832 - 45,359,988 14,910,438 81,741,762
Public health 7,705,599 - 15,356 - - 9,195,425 16,916,380
Recreation and parks 3,533,779 - - - - 2,034,041 5,567,820
Capital outlay - - 11,387 - - 209,442 220,829
Debt service:
Principal retirement 70,567 3,650,000 17,362,324 3,864,438 - 4,405,599 29,352,928
Interest 30,423 6,781,252 10,912,263 560,687 3,096,810 6,930,235 28,311,670
Bond issuance expenditures - - - - - 1,096,121 1,096,121
148,300,168 23,246,783 37,917,560 4,953,901 48,462,325 154,136,771 417,017,508
Excess (deficiency) of revenues
over (under) expenditures 7,176,740 (7,307,925) (527,063) (932,692) (19,988,669) (36,011,475) (57,591,084)
Other financing sources (uses)
I of general obligation bonds - - 83,000 885,000 - 38,791,106 39,759,106
I of general obligation notes - - - - - 1,831,645 1,831,645
Issuance of loans - - 130,663 - - 2,155,155 2,285,818
Issuance of COPs - - - - - 1,470,894 1,470,894
Premium on G.O. Debt - - - - - 419,776 419,776
Transfers-in - - - - - 5,329,997 5,329,997
Transfers-out (3,463,937) - - - - (2,498,910)° (5,962,847)
(3,463,937) - 213,663 885,000 - 47,499,663 45,134,389
Net change in fund balance 3,712,803 (7,307,925) (313,400) (47,692) (19,988,669) 11,488,188 (12,456,695)
Fund balances, January 1, 2007 9,899,602 91,349,277 9,756,679 2,291,492 112,058,431 11,956,796 237,312,277
Fund balances, December 31, 2007 $ 13612405 $ 84,041352 § 9,443279 § 2,243,800 $ 92,069,762 § 23,444,984 $ 224,855,582
The notes to the financial are an integral part of this
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City of Akron, Ohio

Exhibit 4a

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

Net changes in fund balances - total governmental funds (Exhibit 4)

Amounts reported for governmental activities in the statement of activities are

different because:

Governmental funds report capital outlays as expenditures. However, in the statement

of activities the cost of those assets, which meet capitalization requirements, is

allocated over their estimated useful lives and reported as depreciation expense. This

is the amount by which capital outlays ($79,785,038) exceeded depreciation ($20,542,143)

in the current period.

to the Statement of Activities - Governmental Funds

For the Year Ended December 31, 2007

The net effect of selling capital assets increased net assets.

Revenues in the statement of activities that do not provide current financial resources

are not reported as revenues in the funds.

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of 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 premiums and
deferred amount on refundings when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities. The amount is the net effect of
these differences in the treatment of long-term debt and related items.

Issuance of debt
Payment of debt
Premium on debt

Bond issuance expenditures

Some of the 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.

The revenues and expenses of the internal service funds are included in the

governmental activities in the statement of activities.

Increase in net assets of governmental activities (Exhibit 2)

The notes to the financial statements are an integral part of this statement.
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$(12,456,695)

55,602,217

223,635

5,057,681

(45,347,463)
29,352,928
(419,776)

1,096,121

(15,318,190)

(2,383,180)

(2,193,987)

_528,531.481



Assets

Current assets
Pooled cash and investments
Restricted cash and investments
Receivables, net of allowances

for uncollectibles

Due from other governments
Due from other funds
Inventories, at cost

Total current assets

Noncurrent assets
Deferred loss on early retirement
Unamortized bond discount
Unamortized bond issue costs
Property, plant and equipment,
net of accumulated depreciation
Total noncurrent assets

Total assets

Liabilities
Current liabilities
Accounts payable
Customer deposits
Due to other governments
Due to other funds
Accrued interest payable
Accrued liabilities
Accrued wages
Accrued vacation and leave
Obligations under capital lease
Liability for unpaid claims
Debt:
General obligation bonds
Mortgage revenue bonds
Revenue bonds
OWDA loans
OPWC loans
Total current liabilities

Noncurrent liabilities
Obligations under capital lease
Due in more than one year
Deferred charges and other liabilities
Bonds, notes, and loans
Total noncurrent liabilities

Total liabilities

Net assets
Invested in capital assets net of related debt
Restricted for debt service

Unrestricted (deficit)

Total net assets

City of Akron, Ohio

Statement of Net Assets - Proprietary Funds

Exhibit 5

December 31, 2007
Other
Off-Street Enterprise
Water Sewer Parking Funds
7,933,830 $ 2,263,599 $ 76,299 $ 507,399
5,191,708 6,669,020 - -
4,120,763 5,373,430 30,374 22,543
89,539 2,273,663 - 62,555
192,273 7,315 - 3,939
1,404,081 1,067,344 - 72,557
18,932,194 17,654,371 106,673 668,993
1,440,650 913,294 - -
165,236 - - -
738,690 473,290 - -
142,899,215 242,503,467 74,120,463 10,384,641
145,243,791 243,890,051 74,120,463 10,384,641
164,175,985 261,544,422 74,227,136 11,053,634
882,840 963,299 270,162 211,688
596,321 - - -
119,337 29,076 194,539 -
1,056,944 505,033 56,140 567,805
1,669,722 969,704 2,900 -
327,278 1,901,822 - 12,154
330,657 199,080 - 21,260
888,178 533,611 - 51,073
58,968 34,264 33,636 -
6,000,000 - - -
- 2,955,000 - -
1,013,890 4,489,822 - -
95,958 105,556 - -
13,040,093 12,686,267 557,377 863,980
3,419,960 2,490,488 - 283,228
1,055,913 1,135,971 - -
56,753,524 66,604,558 673,924 -
61,229,397 70,231,017 673,924 283,228
74,269,490 82,917,284 1,231,301 1,147,208
78,976,875 168,314,267 73,412,903 10,384,641
5,135,956 4,467,540 - -
5,793,664 5,845,331 (417,068) (478,215)
89,906,495 § 178,627,138 § 72,995,835 § 9,906,426

Adjustment to reflect the consolidation of internal service fund activities related to enterprise funds:

Net assets of business-type activities

The notes to the financial statements are an integral part of this statement.
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Exhibit 5
City of Akron, Ohio

Statement of Net Assets - Proprietary Funds

December 31, 2007
Governmental
Activities-
Internal
Total Service Funds
$ 10,781,127 $ 4,713,167
11,860,728 -
9,547,110 86,585
2,425,757 -
203,527 2,533,804
2,543,982 1,070,749
37,362,231 8,404,305
2,353,944 -
165,236 -
1,211,980 -
469,907,786 2,975,497
473,638,946 2,975,497
511,001,177 11,379,802
2,327,989 630,809
596,321 -
342,952 -
2,185,922 7,310,929
2,642,326 630
2,241,254 2,150,165
550,997 248,397
1,472,862 670,630
- 185,508
- 5,073,337
126,868 35,086
6,000,000 -
2,955,000 -
5,503,712 -
201,514 -
27,147,717 16,305,491
- 330,456
6,193,676 11,308,995
2,191,884 -
124,032,006 133,128
132,417,566 11,772,579
159,565,283 28,078,070
331,088,686 2,807,283
9,603,496 -
10,743,712 (19,505,551)
$ (16,698,268)
(2,058,747)

$ 349,377,147
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Assets
Cash and investments

Total assets
Liabilities
Due to other governments

Due to others

Total liabilities

Net assets

City of Akron, Ohio
Statement of Net Assets
Fiduciary Funds
December 31, 2007
Private
Purpose
Trust Agency
Funds Funds
$ 4,598 789,789
4,598 789,789
- 774,789
- 15,000
- 789,789
$ 4,598 -

The notes to the financial statements are an integral part of this statement.
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City of Akron, Ohio

Statement of Changes in Fiduciary Net Assets
Private Purpose Trust Funds

For theYear Ended December 31, 2007

Private
Purpose
Trust
Funds
Additions
Contributions $ 7,142
7,142
Deductions
Education and awareness 6,124
6,124
Change in net assets 1,018
Net assets, January 1, 2007 3,580
Net assets, December 31, 2007 $ 4,598

The notes to the financial statements are an integral part of this statement.

47

Exhibit 9



City of Akron, Ohio
Notes to the Financial Statements
Year Ended December 31, 2007
Summary of Significant Accounting Policies

The City of Akron (the City) was incorporated in 1836 and is a home rule municipal corporation under
the laws of the State of Ohio. The City operates under a Council-Mayor form of government and
provides the following services as authorized by its Charter: public safety, public service, public
health, recreation and development. The accompanying financial statements comply with the
provisions of the Governmental Accounting Standards Board (GASB) Statement No. 14, The
Financial Reporting Entity, and Statement No. 39, Determining Whether Certain Organizations Are
Component Units, in that the financial statements include those activities and functions for which the
City is accountable. The City has no component units as defined by GASB 14 and 39. The City is
associated with certain organizations which are defined as jointly governed organizations and related
organizations. These organizations are presented in Notes 23 and 24 to the basic financial statements.
These organizations are the Akron Metropolitan Area Transportation Study (AMATS), the
Akron/Summit Convention and Visitors’ Bureau and the Summit Medina Business Alliance (SMBA).
The accounting policies and financial reporting practices of the City conform to accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental units.

The following is a summary of the more significant policies followed during the preparation of the
accompanying financial statements.

A. Government-wide and fund financial statements

GASB Statement No. 34, Basic Financial Statements — and Management'’s Discussion and
Analysis — for State and Local Governments establishes requirements and a reporting model
for the annual financial reports of state and local governments. The Statement was developed
to make annual reports easier to understand and more useful to the people who use
governmental financial information to make decisions. Financial information of the City is
presented in the following format:

Basic Financial Statements:

1. Government-wide financial statements consist of a statement of net assets and a
statement of activities.

These statements report all of the assets, liabilities, revenues, expenses, and gains
and losses of the City. Governmental activities are reported separately from
business-type activities. Governmental activities are normally supported by taxes
and intergovernmental revenues, whereas business-type activities are normally
supported by fees and charges for services and are usually intended by
management to be financially self-sustaining. Fiduciary funds of the City are not
included in these government-wide financial statements.

Interfund receivables and payables, and bonds and notes issued by the City and
held by the City as investments, within governmental and business-type activities
have been eliminated in the government-wide statement of net assets. Related
interest amounts are eliminated in the government-wide statement of activities.
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1.

Summary of Significant Accounting Policies (Continued)

These eliminations minimize the duplicating effect on assets and liabilities within
the governmental and business-type activities total column.

Internal service net assets, whether positive or negative, have been eliminated
against the expenses and program revenues shown in the governmental activities
statement of activities.

The statement of activities presents a comparison between direct expenses and
program revenues for the different business-type activities of the City and for each
function of the City’s governmental activities.

Direct expenses are those that are specifically associated with a program or
function and, therefore, are clearly identifiable to a particular function. Program
revenue includes (a) charges paid by the recipients of goods or services offered by
the programs and (b) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Revenues that are not
classified as program revenues, including all taxes, are presented as general
revenues.

Fund financial statements consist of a series of statements focusing on information
about the City’s major governmental and enterprise funds. Separate statements are
presented for the governmental, proprietary, and fiduciary funds.

The City’s major governmental funds are the General Fund, the Community
Learning Centers (CLC) Fund, Income Tax Capital Improvement Fund, Special
Assessment Bond Payment Fund, and CLC Bond Payment Fund. Of the City’s
business-type activities, the Water, Sewer, and Off-Street Parking Funds are
considered major funds.

The General Fund is the primary operating fund of the City. It is used to account
for all financial resources except those required to be accounted for in other funds.
Its revenues consist primarily of income and property taxes, investment earnings,
shared revenues, charges for services, and licenses, fees, and fines.

General Fund expenditures represent costs of general government, public service
(including sanitation and recycling collection), public safety (including police and
fire), community environment, public health, and recreation and parks. General
Fund resources are also transferred annually to support other services which are
accounted for in other separate funds.

The Community Learning Centers (CLC) Fund is used to account for the daily
activity relating to the CLC project. The primary sources of revenue are City
income tax, interest and funding from the Akron City School District. The CLC
Bond Payment Fund relates to the same project and is used for the accumulation
of resources for, and the payment of, income tax revenue, debt principal and
interest and related costs.

The Income Tax Capital Improvement Fund is used to account for the
accumulation of income tax revenue and the payments of costs for items
specifically designated as project costs and payment of debt service. The primary
revenue source is income tax revenue and some debt proceeds.
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1.

Summary of Significant Accounting Policies (Continued)

The Special Assessment Bond Payment Fund is used to account for the
accumulation of resources for, and the payment of, special assessment debt
principal and interest and related costs. Revenues consist primarily of special
assessment collections.

The Water Enterprise Fund accounts for financial activity related to operating the
City’s water supply, treatment and distribution system. In addition to over 84,000
customers in the City, the Water Enterprise Fund also serves five other
municipalities and parts of six adjacent townships. Revenues consist primarily of
charges for services.

The Sewer Enterprise Fund accounts for the financial activity related to operating
the City’s wastewater collection and treatment system that serves the City and
twelve other subdivisions. Revenues consist primarily of charges for services.

The Off-Street Parking Fund accounts for the financial activity related to
operating the City’s parking facilities located throughout the downtown area.
Revenues consist almost exclusively of charges for services.

While not considered major funds, the City maintains Internal Service Funds used
to account for the financing of goods or services provided by one department or
division to another department or division of the City, generally on a cost-
reimbursement basis. The three largest of these funds account for the motor
equipment, engineering, and management information systems services. In
addition, the City also maintains Internal Service Funds to account for the
financial activity relating to self-insurance. The three largest of these funds
account for workers’ compensation, medical, and judgment and claims self-
insurance activity.

3. Notes to the financial statements provide information that is essential to a user’s
understanding of the basic financial statements.

Required Supplementary Information:

Required supplementary information such as Management’s Discussion and Analysis and
budgetary comparison schedules are also required by GASB Statement No. 34.

B. Financial reporting presentation

The accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, liabilities, fund balance (equity), revenues,
and expenditures (expenses). The fund types and classifications that the City reports are as
follows:

GOVERNMENTAL FUNDS

1. General Fund — The General Fund is the general operating fund of the City and is
appropriated. It is used to account for all financial resources except those required to
be accounted for in another fund.
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1.

Summary of Significant Accounting Policies (Continued)

2. Special Revenue Funds — Special Revenue Funds are used to account for revenues

derived from specific taxes, grants, or other restricted revenue sources. The uses and
limitations of each Special Revenue Fund are specified by City ordinances or federal
or state statutes.

Debt Service Funds — Debt Service Funds are used to account for the accumulation
of resources for, and the payment of, general long-term debt principal, interest, and
related costs.

Capital Projects Funds - The Capital Projects Funds are used to account for financial
resources used for the acquisition or construction of major capital projects (other than
those financed by proprietary funds).

Permanent Funds — Permanent Funds are for the purpose of accounting for resources
that are legally restricted to the extent that earnings, and not principal, may be used for
purposes that support the reporting government’s programs. The City, however, does
not utilize Permanent Funds at this time.

PROPRIETARY FUNDS

Enterprise Funds - The Enterprise Funds are used to account for the operations that
are financed and operated in a manner similar to private business enterprises, where
the intent of the governing body is that costs of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user
charges.

Internal Service Funds - The Internal Service Funds are used to account for the
financing of goods or services provided by one department to other departments or to
other governments on a cost-reimbursement basis.

FIDUCIARY FUNDS

Private-Purpose Trust Funds — Private-Purpose Trust Funds are used to account for
other trust arrangements which benefit individuals, private organizations, or other
governments. For accounting measurement purposes, the Private-Purpose Trust
Funds are accounted for using the economic resources measurement focus (essentially
the same manner as proprietary funds). The City utilizes three Private-Purpose Trust
Funds. The Claire Merrix Trust was established in memory of a former City of Akron
employee and is to fund tennis-related activities; the Holocaust Memorial Trust pays
for annual holocaust services throughout the City; and the Police/Fire Beneficiary
Trust was recently established to provide scholarships for dependents of those serving
in the Police and Fire departments.

Agency Funds — Agency Funds are used to account for assets held by the City as an
agent for individuals, private organizations, and other governments. For accounting
measurement purposes, the Agency Funds are custodial in nature (assets equal
liabilities) and do not involve measurement of results of operations. The City has two
Agency Funds, the first one is the Municipal Court Agency Fund and it is used to
account for assets held by the Municipal Court Clerk for individuals, private
organizations and other governments. The second one is the Police Property
Monetary Evidence Fund and is used to account for funds held by the Police
Department that will be returned to other agencies.
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Summary of Significant Accounting Policies (Continued)

3. Other Fiduciary Funds — Other Fiduciary Funds include pension trust funds and
investment trust funds. The City does not utilize any such trust funds.

Fiduciary Funds are not included in the government-wide statements.
C. Measurement focus and basis of accounting

Except for budgetary purposes, the basis of accounting used by the City conforms to
accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The accounting and financial reporting treatment applied to
a fund is determined by its measurement focus.

The government-wide, proprietary, and fiduciary fund financial statements are reported using
the economic resources measurement focus and the full accrual basis of accounting, except
Agency Funds because they are custodial in nature. Revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when the related cash
flows take place. Nonexchange transactions, in which the City gives (or receives) value
without directly receiving (or giving) equal value in exchange, include income taxes, property
taxes, grants, shared revenue, and donations. On a full accrual basis, revenue from income
taxes is recognized in the period in which the taxpayer’s liability occurs and revenue from
property taxes is recognized in the fiscal year for which the taxes are levied. On a full accrual
basis, revenue in the form of shared revenue is recognized when the provider government
recognizes its liability to the City. Revenue from grants and donations is recognized in the
fiscal year in which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when both measurable and available. Revenues are considered to be
available when they are collected within the current period or soon enough thereafter to pay
liabilities of the current period. The City generally considers all revenues reported in the
governmental funds to be available if the revenues are collected within sixty days after year-
end. Expenditures are generally recorded when the related fund liability is incurred, except
for principal and interest on general long-term debt, claims and judgments, and compensated
absences, which are recognized as expenditures only when payment is due. General capital
asset acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt are reported as other financing sources.

In applying the susceptible-to-accrual concept under the modified accrual basis, the following
revenue sources are deemed both measurable and available (i.e., collectible within the current
year or within sixty days after year-end and available to pay obligations of the current period).
These include income taxes, JEDD revenues, investment earnings, shared revenues, and a
portion of special assessments. Reimbursements due for federally funded projects are accrued
as revenue at the time the expenditures are made or, when received in advance, deferred until
expenditures are made. Property taxes and the balance of special assessments, though
measurable, are not available soon enough in the subsequent year to finance current period
obligations. Therefore, property tax and the balance of special assessment receivables are
recorded and deferred until they become available. Other revenues, including licenses, fees
and fines, and charges for services are recorded as revenue when received in cash because
they are generally not measurable until actually received. The City applies restricted
resources first when an expenditure is incurred for purposes for which both restricted and
unrestricted net assets are available.
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Summary of Significant Accounting Policies (Continued)

Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities that use Proprietary Fund Accounting, the City
follows GASB guidance as applicable to its governmental and business-type activities, and
Financial Accounting Standards Board Statements and Interpretations, Accounting Principles
Board Opinions, and Accounting Research Bulletins issued on or before November 30, 1989
that do not conflict with or contradict GASB Pronouncements. The City does not apply FASB
Pronouncements subsequent to November 30, 1989 to its business-type activities and
Enterprise Fund statements. The City applies all applicable and effective pronouncements
issued by the GASB.

Proprietary Fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those
in which each party receives and gives up essentially equal values. Non-operating revenues,
such as rental revenue and connection fees, result from ancillary activities. Operating
expenses are necessary costs incurred to provide the good or service that is the primary
activity of the fund.

D. Budgetary Procedures
The City Council follows these procedures in establishing the budgetary data.
m The Mayor submits to the City Council a proposed operating budget for the fiscal year

commencing January 1. The operating budget includes proposed expenditures and the
means of financing them.

2) Public hearings are conducted to obtain taxpayer comments.
3) According to state law, the budget must be enacted through passage of an ordinance
by April 1.

4) The City Finance Director is authorized by City Council to transfer funds already
appropriated within departments within any fund or category of expenditures;
however, any revisions that alter the total appropriation of said department must be
individually approved by the City Council. During 2007, supplemental appropriations
were passed by City Council. The effects of these supplemental appropriations were
not material in relation to the original appropriations.

5) Encumbrance accounting is employed in governmental funds. Encumbrances (e.g.,
purchase orders, contracts) outstanding at year-end are recorded as the equivalent of
expenditures. Unencumbered appropriations lapse at year-end.

6) The majority of all funds have a legally adopted annual budget.

@) The City appropriates an annual budget for the Police Pension Employer’s Liability
Fund and the Fire Pension Employer’s Liability Fund which are required due to their
funding source. On a GAAP basis, the two funds are combined with the General
Fund.

E. Cash, Cash Equivalents, and Investments

Cash balances of the individual funds are combined to form a pool of cash held by the City
Treasurer and invested in authorized investments (see Note 2). Earnings from these
investments are credited to the General Fund in accordance with the City Charter except
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where the terms of a grant or regulation specify otherwise. Certain cash balances are held on
behalf of the City by outside agents (see Note 2). Earnings from these investments are
credited to the General Fund and certain other funds pursuant to the City Charter and federal
and state requirements.

Investments are stated at fair value. Changes in fair value are recorded as a component of
investment earnings.

For purposes of the Statement of Cash Flows, equity in pooled cash and investments, as well
as segregated investments with original maturities of three months or less at the time they are
purchased by the City, are considered to be cash equivalents. Investments with maturities of
more than three months are not considered to be cash equivalents.

Inventories — Inventories are valued at cost (first-in, first-out) and adjusted to annual physical
counts which are then maintained on a perpetual basis until the end of the year.

Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities columns in the government-wide financial statements
to the extent the City’s capitalization threshold is met. The City defines capital assets as assets
with an estimated useful life in excess of five years and an individual cost of more than $5,000
for land; $10,000 for equipment and vehicles; $25,000 for land improvements, buildings, and
improvements other than buildings; and $100,000 for infrastructure. Assets are recorded at
historical cost or estimated historical cost if historical cost is not available. Contributed
capital assets are recorded at their estimated fair market value at the date contributed.
Infrastructure acquired prior to fiscal years ended after June 30, 1980, is also reported as a
component of the above-mentioned capital assets.

Capital assets in the proprietary funds are capitalized in the fund in which they are utilized.
The valuation bases for proprietary fund capital assets are the same as those used for the
governmental capital assets. Interest accrued during the construction of capital assets utilized
by the proprietary funds is also capitalized.

Costs for maintenance and repairs are expensed when incurred. However, costs for repairs
and upgradings that materially add to the value or life of an asset and meet the above criteria
are capitalized.

The City depreciates capital assets on a straight-line basis, half-year convention, using the
following estimated useful lives:

Asset Years
Buildings, bridges, and storm sewers 50
Improvements, skywalks, and paving 40
Sewer and water mains 40
Sidewalks, curbs, electrical and lighting 30
Traffic control system and bridge repairs 25
Land improvements 20
Equipment 3-20
CLC Building Equity Interest 70
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H.

Compensated Absences — Vacation, paid leave, and compensatory time benefits are accrued
as liabilities as the benefits are earned if the employees’ rights to receive compensation are
attributable to services already rendered and it is probable that the City will compensate the
employees for the benefits through paid time off or some other means. The City records a
liability for accumulated, unused vacation, paid leave, and compensatory time when earned for
all employees.

Sick leave benefits are accrued as a liability using the vesting method. An accrual for sick
leave is made to the extent that it is probable that benefits will result in payments. The
liability is an estimate based on the City’s past experience at making payments.

Fund Balances — In the fund financial statements, governmental funds report reservations of
fund balance for amounts that are not available for appropriation or are legally restricted by
outside parties for a specific purpose. Reservations include amounts for open encumbrances
and loans receivable. Designations of fund balance represent tentative management plans that
are subject to change. These designations include reservations of fund equity for pre-
encumbrances (purchase requisitions that have not yet been processed into purchase orders).

Interfund Transactions — During the course of normal operations, the City records numerous
transactions between funds including expenditures and transfers of resources to provide
services, subsidize operations, and service debt. The City has the following types of
transactions among funds:

) Reciprocal interfund services provided and used — Purchases and sales of goods and
services between funds for a price approximating their external exchange value.

2) Nonreciprocal interfund transfers — Flows of assets between funds without equivalent
flows of assets in return and without a requirement for repayment. This includes
operating transfers to subsidize various funds.

3) Nonreciprocal interfund reimbursements — Repayments from the funds responsible for
particular expenditures or expenses to the funds that initially paid for them.

The City’s interfund receivables and payables at December 31, 2007 are presented in Note 5.
Interfund transfers are presented in Note 20.

Post-retirement Benefits — In addition to the post-retirement benefits provided by the Ohio
Police and Fire Pension Fund and the Ohio Public Employees Retirement System of Ohio, the
City provides post-retirement health care and life insurance benefits, in accordance with union
agreements and City Council ordinances, for retired employees (see note 9).
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L. Debt Issuance Costs, Premiums, Discounts, and Losses on Refundings — Bond premiums
and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds.
Losses on advance refundings are deferred and amortized over the life of the new debt, or the
life of the advance refunded debt, whichever is shorter.

M. New Accounting Standards — In June 2004, the GASB issued Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than Pension
Benefits. This Statement establishes standards for the measurement, recognition, and display
of Other Postemployment Benefit (OPEB) expenses and related liabilities (assets), note
disclosures, and, if applicable, required supplementary information (RSI) in the financial
reports of state and local governmental employers. For the City, this Statement is effective for
periods beginning after December 15, 2006. The City’s financial statements have been
prepared in conformance with this Statement.

In June 2005, the GASB issued Statement No. 47, Accounting for Termination Benefits. This
statement establishes accounting standards for voluntary and involuntary termination benefits.
For the City, this Statement is effective for periods beginning after June 15, 2005. The City
has no termination benefits that need to be recorded at this time.

In September 2006, the GASB issued Statement No. 48, Accounting and Financial Reporting
Jfor Sales and Pledges of Receivables and Intra-Entity Transfers of Assets and Future
Revenues. This statement establishes criteria that governments will use to ascertain whether
certain transactions should be regarded as a sale or a collateralized borrowing. For the City,
this statement is effective for periods beginning after December 15, 2006. The City’s
financial statements have been prepared in conformance with this statement.

In November 2006, the GASB issued Statement No. 49, Accounting and Financial Reporting

Jor Pollution Remediation Costs. This statement establishes criteria that governments will use
to ascertain when and how to report a liability related to pollution remediation. This statement
enhances the ability of financial information users to access a government’s obligation by
requiring both earlier reporting of obligations and recognition of obligations that may not have
been reported. For the City, this Statement is effective for periods beginning after December
15,2007. The future impact is currently being evaluated by the City.

In May 2007, the GASB issued Statement No. 50, Pension Disclosures an amendment of
GASB Statements No. 25 and No. 27. This statement amends statements No. 25 and No. 27 by
requiring the City to include additional disclosures to the notes of t<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>