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The City of Cuyahoga Falls, Ohio was one of the most severely impacted areas in Northeast Ohio from flooding in
2003 and 2004, and was declared a federal disaster zone by the Federal Emergency Management Agency two
times in a two-year period.

City officials worked for several years with the Federal Emergency Management Agency(FEMA) and the Ohio
Emergency Management Agency to find a solution toward a specific neighborhood in our community that
experienced severe and repetitive flooding. The City applied and received funding for a Hazard Mitigation Grant
Program Project that allowed for the purchase and demolition of several homes in Cuyahoga Falls that rest in one
of the lowest spots in the City. In 2008, the City created a beautiful rain garden in the greenspace location. The
project stretches far beyond a garden and will carry a “green” theme as well, with solar bollards, recycled plastic
lumber used for signage, and permeable pavement as a walkway throughout.

Rain Gardens are the up and coming trend for storm water management. Cuyahoga Falls is proud to pilot such a
program and our community has garnered attention from the State of Ohio as a municipal pioneer, setting a
progressive solution to the common problem of flooding. Rain gardens are an attractive, landscaped area built in
depressions, designed to capture and filter storm water runoff from impervious surfaces. They are planted with
perennial native, deep-rooted plants that absorb large amounts of water and help alleviate problems associated
with flooding and drainage. Cuyahoga Falls embraces the challenge to be a leader in Northeast Ohio for
innovative storm water management projects and solutions.

Special thanks to the following
employees for their assistance
in the preparation of this report:

Sue A. Abrusci
Jennifer M. Evans
Scott K. Fitzsimmons
Sarah M. Harr
Laura K. Jarvis
Paul D. Novelli
Daniel Petrak
Kimberly S. Shingleton
Sandra R. Stroup

Photography Compliments of:
Service Department
Engineering Department

Cover Layout and Printing Provided by:
Western Reserve Printing



Comprehensive Annual Financial Report

For Fiscal Year Ended December 31, 2008

City of Cuyahoga Falls, Ohio

Issued by the Department of Finance
Joseph F. Brodzinski, Finance Director

A
oo

Printed on Recycled Paper

Don L. Robart, Mayor



Citz of Cuzahoga Falls, Ohio

Table of Contents
Page
INTRODUCTORY SECTION
Letter OF TrANSMITLAL........ooi e et b ettt b et et s bt et s bt et n bt et st ne 2
GFOA Certificate Of ACNIEVEMENT.........oiiiiiiiiei bbbttt bbbt ab et ans 9
OrganIZALIONAT CREIT..........iiiitiieiic ettt b et b et eb e b e bbb e bt b e e et e ebene et e eb e e e bt e b e e ebeanenrerea 10
List of Elected and Appointed OFFICIAIS ........coviiriiiiie e e 11
FINANCIAL SECTION
Lo Lot oTeT oo o AN (o L (o R = = o Lo o PSSR 13
Managements DiSCUSSION ANG ANAIYSIS......cviveiireie it eie et e et et resre s e ese e e es e stesresreaneereeeensenes 16
Basic Financial Statements:
Government-wide Financial Statements:
SEALEMENT OF NET ASSEES. ...ttt ettt bbbt b e bt et et e b e eb e s b e e bt eb e e ae e st e nbeebenbeebe et e eneeneeneen 33
SEALEMENT OF ACLIVITIES ...ttt ettt e bbb e bt bt e st et et e nb e b e s beebesbeeneeneeneen 34
Fund Financial Statements:
Balance Sheet - GOVErNMENTAl FUNGS.........coiiiiiiiiicee et sbeseeneas 36
Reconciliation of Total Governmental Fund Balances to Net Assets of Governmental Activities...........c.coe.... 37
Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds..............c.ccccee... 38
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of
Governmental Funds to the Statement 0f ACHIVIIES .......oooiiiiiiiii e 39
Statement of Revenues, Expenditures, and Changes in Fund Balance- Budget and Actual
(Non-GAAP Budgetary Basis) — GENeral FUNG..........ccooiiiiiiiiiiieeeee et 40
Statement of Revenues, Expenditures, and Changes in Fund Balance- Budget and Actual
(Non-GAAP Budgetary Basis) — Municipal Income TaxX FUNG.........c.cccooeiieiiiiiie e 41
Statement of Net AsSets — Proprietary FUNAS .........cccviiiiiiieie ettt srens 42
Statements of Revenues, Expenses, and Changes in Net Assets — Proprietary Fund ...........cccccooveoviiveiveicicieinns 44
Statement of Cash FIOW - Proprietary FUNUS...........cccieiirieie ittt nnens 46
Statement of Assets and Liabilities — FIAUCIANY FUNGS...........ccccvviiriieiecce e 50
Notes t0 the FINANCIAl STAEIMENTS ..........oiiiiiicice ettt e sttt stesneene e e e e es 51
Combining Statements and Individual Fund Statements:
Major Governmental FUNAS: DESCIIPIIONS. .....ccuviueiieie ettt sttt bbbt bbb see e 91
Schedule of Revenues, Expenditures, and Changes in Fund Balance — Budget and Actual
(Non-GAAP Budgetary Basis)
GENETAL FUNG ...ttt et et e b bbbk s bttt e n bttt b e st et b et eee 92
Municipal INCOME TaX FUNG .......ciiiiie ettt r et st sbeereenneseesreeas 95
Capital PrOJECIS FUNG ......ocveeiee ettt e e et st e st e e teeneeneese e tenteenenreeneeneeneens 96
Nonmajor Governmental FuNds: DeSCIIPLION.........coiiiiiiiiiieire ettt 97
Combining Balance Sheet — Nonmajor Governmental FUNAS ...........cooviriiieniiienee e 100



Citz of Cuzahoga Falls, Ohio

Table of Contents
Page
Combining Statements and Individual Fund Statements (Continued):
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances - Nonmajor
GOVEINMENTAL FUNAS ....iiviiiiciiiieese ettt ettt et st st s bt s b et s bt n e b et neann 101
Combining Balance Sheet - Nonmajor Special Revenue FUNAS ... 102
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances - Nonmajor
SPECIAI REVENUE FUNUS ..ottt ettt sttt et e seena e s e e s enteneentesbesnenreeneeneeneenres 106
Schedule of Revenues, Expenditures, and Changes in Fund Balance- Budget and Actual
(Non-GAAP Budgetary Basis)
State Highway ImProvement FUNG ..o 110
Street Construction, Maintenance, and Repair FUNG ..........ccooiiiiiiiiieieieeeseee e 111
POLICE PENSION FUND ...ttt e e s bbbttt se et b e b bbbt b e e e 112
FIFE PENSION FUNG ... e bbbttt bbb bt et e bt e et e e b sbe b 113
RECIEAtioN LEVY FUNG......coiiiie ittt st e be b s e e et e st st esbeeaesre e e enee s 114
PErMISSIVE TAX FUNG ...veviiiiiieicie ettt sttt sttt b et bbb b e 115
Court SPeCial ProJECES FUNM .......cviiiii ettt sttt e e s tesaeste e e eneennens 116
Community and Economic Development FUNG..........cvoieeeiine e 117
Community Development BIOCK Grant FUNG ... 118
PrODELION FUNG......iiiiiiieceie bbbt s b et b et bbb bbbt 119
Enterprise Zone/Community Reinvestment Area FUNG ..o 120
Suspended License Intervention Program FUNG ..o 121
Drug Law ENfOrcemMENnt FUNG .........coviiiiiiiiiieteest ettt 122
Law ENfOrcemMENt TIUSE FUN .......oiiiiieieie ettt ettt e ettt e 123
Indigent Drivers Alcohol Treatment FUNG............oouiiiiiiiie s 124
Enforcement and EAUCALION FUNG...........ccoiiiiiiiiee ettt 125
Municipal Motor Vehicle License TaX FUNG.........cccooeiiiiie i 126
CoUrt COMPULET FUNG ......viiiiiieiciest ettt te e s b e e et e be st e s teeaeeteeseenteseesbestesaearaeneeneeneens 127
Federal Law ENfOrcemMENnt FUNG ........cviiiiiiiicieere et 128
FEMA PUDIIC ASSIStANCE FUNG .......ciuiiiiiiiciie bbbt 129
Law Enforcement ASSISTANCE FUN ........covoiiiiiiiiiesee et 130
DEDE SEIVICE FUNG ...ttt ettt st et re s e seesbesteaneer e e e eneees 131
Capital Improvement RESEIVE FUNG .........ccoiiiiiiiii e 132
Internal Service FUNAS: DESCIIPLIONS. ......c..iiiiiiiitiiieie ettt sttt sb bt e e see bbb sbe b e 133
Combining Statement of Net Assets — Governmental Activities Internal Service FUNAS.........ccccoveiiienenen. 134
Combining Statement of Revenues, Expenses, and Changes in Net Assets
Governmental Activities Internal SErViCe FUNUS.........coovviiiieiiieireees s 136
Combining Statement of Cash Flows — Governmental Activities Internal Service Funds...........cccccceeevvernenne. 138
Fiduciary Funds - Agency FUNAS: DESCHPLIONS .......ccvevieiererriesieseeeeiee e e see e e sresree e eseeseesseseesresresneeneeseenees 142
Combining Statement of Assets and Liabilities — Fiduciary FUNAS ...........ccoovvivireiierinene e 143
Combining Statement of Changes in Assets and Liabilities — Fiduciary Funds ..........cccoccocvvivvivnivnieeincriennennn, 144



Citz of Cuzahoga Falls, Ohio

Table of Contents
Page

STATISTICAL SECTION

NEL ASSELS BY COMPONENT. ... uiiiiiiiiie ittt sttt sttt sb e e st b e e nb b e e s bb e e b e e s b b e e sbb e et b e e bee e s bbeenbeeenbeaenbee et 148
ChaNQES TN INBE ASSELS ....euveieiiite ittt ettt e st e st e e e e e e e e s e e e et e be et e s beebe et e essesbeseeabesbeabeebeeaees b e s enbeseeseeateaneeseeseeneeses 149
Fund Balances, GOVErNMENTAl FUNUS ..........oiiiiiiiiieiee e bbbttt 151
Changes in Fund Balances, GOVernmental FUNAS ..........ccooeiiiiiieiieiisec et 153
Assessed Valuation and Estimated Actual Values of Taxable PrOperty........cccccoovvvviviiviesieeicne s 155
Property Tax Rates-Direct and Overlapping GOVEIMMENTS .........coiiriiiiiiiireieisiee e 156
Principal Taxpayers — REAI ESLAIE TAX ........ciiiriiiriirieirieieist ettt bbbttt ettt 157
Property Tax Levies and COIECTIONS. ..ottt et 158
Income Tax Revenue Base and COIIECLIONS. ..........coi ittt bbbt 159
Ten Largest Municipal Income Tax Withholding ACCOUNES...........coiiiiiiiiiee e e 160
Ratios of Outstanding Debt to Total Personal Income and Debt Per Capita ..........cocorvreiieieiinine e 161
Ratio of General Obligation Bonded Debt to Estimated True Value of Taxable Property & Bonded Debit.............. 162
Legal Debt Margin INFOIMALION. .........cccciiiiiiicie ettt te b e re e s s e e e e et e sbesbeetesneenaeseenns 163
Pledged REVENUE COVEIAQE ... .vcuveuieieitiiteiteeteeeestesteste e s testeeseestesee st e besbesteeseessesaeseesbesbeeteeseensesaensenteseeseeseeaneateeneenseses 165
Computation of Direct and OVerlapping DEDL..........ccvoieiiie et 167
Demographic and ECONOMIC SEALISTICS ........civeriiriiiesisiese ettt e e eseesaesresneereeneeneees 168
T aToTT o T =0T 0] 0) /=1 RS SS 169
Capital Assets Statistics By FUNCHON/PIOGIAM ......coiiiiiiiiieiieiee ettt sttt 170
Full-Time Equivalent City Governmental Employees by FUNCLION/Program...........cccoocvvenninennenensesenee e 171
Operating Indicators by FUNCHION/PIOGIAIM .........ciiiiiiiiiie ittt sttt 172



Citz of Cuzahoga Falls, Ohio

INTRODUCTORY SECTION



CITY OF CUYAHOGA FALLS
DEPARTMENT OF FINANCE

2310 SECOND STREET
CUYAHOGA FALLS, OHIO 44221-2583

Joseph F. Brodzinski
Finance Director

Telephone (330) 971-8230 Scott K Fltzsn_nmons
FAX (330) 971-8168 Deputy Finance Director

June 26, 2009

Honorable Mayor Don L. Robart,
Members of City Council and the
Citizens of the City of Cuyahoga Falls, Ohio

The Comprehensive Annual Financial Report (CAFR) for the City of Cuyahoga Falls, Ohio (the “City”) for
the year ended December 31, 2008, is hereby submitted. The responsibility for both the accuracy of the data and the
completeness and fairness of presentation including all disclosures, rests with the City’s management. To the best of
our knowledge, the enclosed data is accurate in all material respects and is reported in a manner, which fairly
presents the financial position and results of operations of the various funds of the City. All disclosures necessary to
gain an understanding of the City's financial activities have been included.

The financial statements, schedules, and statistical tables included herein pertain to those functions, which are under
the jurisdiction of the City Council and administered by the Mayor. These functions encompass all activities
considered by the City to be a part of (controlled by or dependent on) the financial reporting entity. This is
determined on the basis of the City's financial accountability for such operations. Financial accountability includes
budget adoption, taxing authority, the existence of outstanding debt secured by the City or the obligation of the City
to finance any deficits that might occur and selection of governing authority and influence of operations. The City
does have financial accountability for The Community Improvement Corporation of Cuyahoga Falls (CIC) and has
chosen to incorporate its data into these financial statements using the discrete method of presentation because CIC
provides services to the primary government and the citizens of the City as opposed to only the primary government.

Based on the criteria for determining financial accountability, the financial statements do not include the financial
activities of the Cuyahoga Falls or Woodridge School Districts (or any other school districts, which fall within the
boundaries of the City). In addition, they do not contain financial information pertaining to the Taylor Memorial
Public Library or Cuyahoga Falls General Hospital. The City does not have financial accountability for the
aforementioned entities. The City is responsible for establishing and maintaining an internal control system
designed to protect its assets from loss, theft or misuse. Furthermore, the accounting system must be adequate to
allow for the preparation of financial statements in conformity with generally accepted accounting principles. The
internal control structure is designed to provide reasonable, but not absolute, assurance that these objectives are met.
The concept of reasonable assurance recognizes that (1) the cost of a control should not exceed the benefits likely to
be derived; and (2) the valuations of costs and benefits require estimates and judgments by management.
Management believes the internal control system is effective.
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In accordance with Ohio law, each public office is required to have an independent audit at least once every two
years unless an annual audit is required pursuant to The Single Audit Act of 1984. These audits are conducted by
either the Auditor of the State, or if the Auditor permits, an independent public accounting firm. The current year
audit was completed by James G. Zupka, CPA, Inc. The goal of the independent audit was to provide reasonable
assurance that the financial statements of the City for the year ended December 31, 2008, are free of material
misstatement. The independent audit involved examining on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principals used and significant estimates made by
management; and evaluating the overall financial statement presentation. The Independent Auditor’s Report is
presented as the first component of the financial section of this report.

The independent audit of the financial statements of the City was part of the broader, federally mandated “Single
Audit” designed to meet the special needs of grantor agencies. The standards governing Single Audit engagements
require the independent auditor to report not only on the fair presentation of the financial statements, but also on the
audited government’s internal controls and compliance with legal requirements, with an emphasis on internal
controls and legal requirements involving the administration of federal awards. These reports are available in the
City’s separately issued Single Audit Report.

Generally Accepted Accounting Principles require that management provide a narrative introduction, overview, and
analysis to accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A\). This letter of transmittal is designed to complement the MD&A and should be read in conjunction with
it. The City’s MD&A can be found immediately following the Independent Auditor’s Report in the financial section
of this report.

PROFILE OF THE GOVERNMENT

The City was incorporated as a village in 1868 and organized as a city after the 1920 census. The City is located in
Summit County in northeastern Ohio, approximately 30 miles south of the City of Cleveland and lies on the northern
border of the City of Akron. The City currently occupies a land area of 27.8 square miles and serves a population of
49,374 based on 2000 census figures. An appeal was granted on July 1, 2002 by the U.S. Census Bureau
establishing 50,272 as the population of the City of Cuyahoga Falls. As of 7/1/07, the Census Bureau published a
population estimate of 51,002.

The City operates under and is governed by its Charter (first adopted by the voters in 1959). The Charter may be
and has been amended by the voters. Every five years a Charter Review Commission is appointed to review the
City’s Charter and make any recommendations to be voted upon by it’s residents. The City is also subject to certain
general laws applicable to all cities. Under the Ohio Constitution, the City may exercise all powers of local self-
government, and police powers to an extent that is not in conflict with applicable general laws. The Charter
provides for a Mayor-Council form of government. The City's chief executive and administrative officer is the
Mayor, who is elected by the voters specifically to that office for a four-year term. The Mayor also serves as the
Public Safety Director. All elected officials, except the Mayor, Clerk of Courts, and both Judges, serve on a part-
time basis. The Mayor may veto any legislation passed by the Council. However, a veto may be overridden by a
two-thirds vote of all members of the Council.

Legislative authority is vested in an eleven-member Council. Three members are elected at-large for four-year
terms, and eight members are elected from wards for two-year terms. The presiding officer is the President, who is
elected by the Council for a one-year term. The Charter establishes certain administrative departments and Council
may establish divisions of those departments and additional departments. Subject to the approval of Council, the
Mayor appoints the Directors of Finance, Public Service, Law and Community Development. The Superintendent
of Parks and Recreation is appointed by the Parks and Recreation Board. This Board consists of City residents,
three appointed by the Mayor and two appointed by the Cuyahoga Falls City School District Board of Education.
The Mayor also appoints members to a number of other boards and commissions and appoints and removes, in
accordance with Civil Service requirements, all appointed officers and employees, except Council officers and
employees.



Citz of Cuzahoga Falls, Ohio

The City provides an extensive range of services including police and fire protection, emergency medical service,
administration of justice, community planning and development, recreational and cultural activities, street
maintenance and environmental services. Outside of the normal governmental services, the City also provides
entrepreneurial activities such as sanitation, electric service, sewage disposal and water distribution and leisure time
activities, including a wellness center, golf course, and outdoor water park.

The City is home to the Cuyahoga Falls Municipal Court, which serves 16 communities in the northeastern part of
Summit County. The Municipal Court employs two Judges and a Clerk of Courts, all of whom are elected for a six-
year term by the voters of the 16 communities.

The objective of budgetary controls is to ensure compliance with both the annual appropriated budget approved by
City Council and the legal restrictions imposed by state and federal statutes as well. City Council must adopt an
annual appropriations ordinance and budget resolution by December 31, of the preceding year. Appropriations may
not exceed amounts certified by the County Budget Commission. The Finance Director may transfer appropriated
amounts between accounts within funds, but City Council authorization is necessary to make interfund transfers.
City Council authorizes appropriation amounts by fund and may amend appropriation levels during the year. As a
management tool, budgetary control is maintained in all funds at the department level by the encumbrance of
estimated purchase amounts before the release of purchase orders to vendors. The City continually evaluates its
accounting and reporting system in an effort to improve internal accounting controls.

LOCAL ECOMOMY

The Cleveland-Akron Consolidated Metropolitan Statistical Area (CMSA) is the 16th most populous CMSA of 19
in the United States with a population of 2,945,813. (Rankings are based on 2000 census figures.)

The 2000 census population of the City placed it as the second largest city in Summit County and the twentieth
largest in the State of Ohio. In January 1986, the City merged with Northampton Township. This merger between
Northampton Township and the City was the first merger of its type in the State. The merger increased the City’s
population by more than 16 percent and tripled the City’s total land area.

Transportation services are provided by diversified venues through the City. Immediate access is available to one
state highway (State Route 8), which also offers access to the Ohio Turnpike (Interstate 80) and Interstate Highways
76 and 77. The City is adjacent to areas served by Conrail and Amtrak, and is served by passenger air services at
three airports, Cleveland-Hopkins International Airport, Akron-Canton Regional Airport and Akron Fulton
International Airport. Public mass transit for the area is provided by the METRO Regional Transit Authority (a
separate political subdivision) and long distance bus travel can be obtained from Greyhound bus lines.

The City is not subject to swift or erratic economic downturns because of its diversified income tax base, in which
no single employer dominates the local economy. During 2008, ten major employers in the City collectively
accounted for approximately 28 percent of the $14,016,554 withholding taxes remitted to the City.

The 2000 Census reports that the median income for families who live in Cuyahoga Falls is slightly higher than
other nationwide averages. The following is a comparative breakout of those medians.

Census Population Median Income
City of Cuyahoga Falls $52,372
County $52,200
State $50,037
National $49,600

The 1986 merger between the City and Northampton Township (how Ward 8) has become a win-win situation for
both parties. Due to increased land availability, the City has realized many new opportunities for industrial,
commercial, and residential development. This growth continues to be stimulated by the expansion of water and
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sewer lines into Ward 8. At the same time, the residents of Ward 8 are benefiting by receiving city-based services,
which should ultimately have had a positive impact on current property values.

The City experienced an accelerated pace of growth and development throughout the community. Much of this
successful development can be attributed to the merger. New building and redevelopment permit valuation, a
reliable indicator of a community's condition, averaged $49,528,000 over the last three years.

Future Economic Outlook

The City’s vision is to keep Cuyahoga Falls a vibrant, healthy, attractive, and continually growing City. City
officials continue in their visions of infrastructure improvements and new tax revenues for the City, as well as its
school systems, jobs, shopping, housing, and recreational opportunities for residents and visitors alike.

The City analyzed its dispatch operations and determined that there was some excess capacity, which would allow
the City to add dispatching services for Munroe Falls and the Village of Silver Lake. The City formed this regional
dispatch center to provide excellent safety service at a reduced rate compared to the cost these two communities paid
in prior years. The additional income received by Cuyahoga Falls will be used to help offset the City’s costs of
providing dispatch services. This resulted in a win-win for the taxpayers of Cuyahoga Falls, as well as, the
taxpayers of the other two communities.

In 2008, the City began dispatching for the City of Munroe Falls and the Village of Silver Lake. The City also
began providing fire protection and emergency medical services for the Village.

In 2009, those contracts will provide approximately $248,000 in revenue with minimal incremental costs. The
billing for the emergency medical services is predicted to generate an additional $45,000 to $50,000 in billings per
year. The base contracts for the $248,000 will increase by three percent per year.

Cuyahoga Falls strongly believes in a regional concept involving dispatching. In conjunction with the City
completing a robust fiber ring involving microwave wireless connection points, the City is developing a team to
explore dispatching options with other communities.

Falls River Square, a permanent festival site, has become the premiere gathering spot for our community festivals,
concerts, and outdoor activities. Falls River Square includes open space for festivals, an interactive water fountain
for adolescent summer frolic, and an amphitheater for various activities from the Spring through the Fall. Activities
on the site do not stop when the weather gets cold. Falls River Square includes a pavilion and an outdoor ice skating
rink. The pavilion is booked throughout the year and its fireplace is a great way to warm up after skating on the
rink, which is larger than the rink at Rockefeller Square in New York. Attendance from 2008 into 2009 continues to
increase from the Friday night events to the various festivals.

In conjunction with Falls River Square, the City used a U.S. EPA Brownfield Grant on the South Front Street
Corridor. The project included public outreach, and Phase | and Phase Il environmental assessments, along with
corridor planning. This corridor was originally developed for industrial purposes and was once utilized as a major
source of power along the Cuyahoga River. The Grant along with other future budgeted monies is allowing the City
the unique opportunity to begin an extensive revitalization project along this corridor.

As part of this project the City will complete a new park, the High Glens Bridge Park, overlooking and with access
to the river’s edge. The Community Development Department is working with several developers on the
development of various adjoining parcels alone the South Front Street Corridor.

On July 25, 2007 the City of Cuyahoga Falls was a successful recipient of a grant from the State’s Clean Ohio
Revitalization Funds also known as CORF. The Development Department applied for a grant to further the
redevelopment efforts in the South Front Street area. The grant, in the amount of $ 2,381,440, will be used to
conduct environmental assessments, acquisition and demolition of properties, soil and water remediation, and
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asbestos removal. These actions will lead to the development of new residential and retail projects in association
with a master plan completed in 2005 by Farr & Associates of Chicago, Illinois.

As a part of the grant application, additional funds were also committed by a local developer who, in the first phase
of redevelopment, will be constructing a mixed-use project consisting of approximately 122 units residential units
and 18,000 square feet of new retail space. In order to properly prepare the properties, approximately 9,500 tons of
soil will be removed and ground water will be chemically treated. Historical uses in the Front Street corridor area
included wire manufacturers, foundries, and milling companies, which resulted in impacted soil and groundwater.
Not only will this project correct these negative environmental issues, but it will also provide for new housing that
will be located adjacent to the beautiful Gorge and the Cuyahoga River.

In 1996, the City increased its income tax rate from 1.5 percent to 2 percent. The vote to increase the income tax
rate has had positive effects for the City’s capital infrastructure program since the City has earmarked the proceeds
of the increase solely for capital improvements. The City’s Administration has exceeded this commitment every
year since the passage of the increase. This foresight is due to strong beliefs within the Administration that strong
city infrastructure is a cornerstone of a strong community.

The Mayor, his administration, and the City Council are keenly aware of national and local economic conditions.
As the national and regional economies started downturns in 2008, the City’s administration was prepared. Weekly
meetings are held with senior cabinet to discuss all the ways the City can continue to provide value to the residents
and businesses of the community without generating a deficit for the community to handle. All personnel vacancies
are discussed and in many cases job functions adjusted to eliminate any current need to immediately replace the
leaving personnel. It is for this reason that the City ended the 2008 year with its largest General Fund balance in its
history.

The Mayor and his staff spend considerable amounts of time maintaining the financial strength of the City. As
businesses look to relocate or expand, City officials work overtime with these companies to accommodate their
needs. These types of investments only strengthen the City’s financial position. The City is also not reliant on one
particular business for its main source of income taxes or property taxes. No business represents more than five
percent of the City’s two main sources of income. The City’s administration also places a high emphasis on keeping
Cuyahoga Falls a positive place to live and work. This can best be seen in the unemployment rates for the City
consistently being two percentage points lower than the Summit County rate coupled with local home sales and the
real estate market, which are generally ahead of the national trends. Employment within an area is expected to
remain positive with wage increases slightly higher than cost of living trends. The City monitors the economic
slowdown being experienced by cities across the nation. The Development Department is in contact with
homeowners, various property owners, and developers. This is performed to keep a pulse beat within the
community, as well as, to provide businesses and homeowners with a variety of options when purchasing a property.

Pursuant to a change in State Law, which renamed the Cuyahoga Falls Municipal Court to the Stow Municipal
Court, court operations moved to the City of Stow effective January 1, 2009.

Several years prior to the move the Court’s judges requested that the City of Cuyahoga Falls build a new courthouse
for court operations. After careful review and income potential the City Administration decided that the current
court location was adequate. The City was involved with other capital projects and could not justify to its taxpayers
the building of a new courthouse. The judges decided to discuss the building of a new courthouse with other
member cities that it served. The City of Stow agreed to build the hew courthouse and plans were laid in place to
accomplish the task by the end of 2008.

The City has used this opportunity to create a Mayor’s Court to dispense justice at a reasonable rate. The entire City
will benefit from the additional revenue generated from this mayor’s court as the funds will be used to supplement
the police services of the City and provide new services like a K-9 unit. The court operations move to the City of
Stow provided this opportunity because when Cuyahoga Falls housed the Court, expenditures exceeded revenue
each year.
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MAJOR INITIATIVES

The City of Cuyahoga Falls has, in principal, formed a Joint Economic Development Zone (JEDZ) with the cities
of Stow and Hudson. Western Reserve Hospital Partners, a group of about 200 Akron-area doctors took over
majority ownership in June 2009 of Cuyahoga Falls General Hospital.

The State of Ohio approved a deal between Summa Health System and the physician partners at Western Reserve
Hospital Partners to jointly operate Falls General with the doctors owning 60% and Summa Health Systems
retaining 40% ownership.

State approval clears the way for Summa and the physician investors to move forward with their plans to build a
new 100-bed facility to be located within the newly formed JEDZ.

The old hospital located in Cuyahoga Falls will be converted by Summa into another purpose within the medical
field. Current discussions revolve around services to better accommodate senior citizen care.

With a new interchange being built off of Route 8 and a new hospital planning to be the first big development area,
the three communities are working together to develop this area into a medical corridor. The cities will share
income tax and property tax revenue equally within the zone. This project is another example of a regional
approach in confronting a situation. The old mindset was a city competing with neighboring cities for business with
each City offering as much as possible to motivate a business to build. The true winner within this model was the
Western Reserve Hospital Partners looking to build a new hospital farther north within Summit County. In the end
the business will benefit, as well, as, the residents of all three communities with additional tax dollars being
available to continue to provide services.

In 2008 the City purchased 26 acres on State Road that was once a thriving strip shopping plaza. The City sent out
requests for proposal nationally with the goal of turning this property into a viable revenue producer for years to
come.

The City announced in 2009 that the developer for the project will be Cleveland-based Stark Enterprises. His
company has developed Crocker Park in Westlake and several in the Akron-area, including West Market Plaza, and
the Shops at Fairlawn. Bob Stark has agreed to design the buildings and associated green space areas after Crocker
Park.

The plan is to develop an upscale shopping center and accompanying housing development. It will be a
neighborhood marketplace that is walkable and community-focused. The first phase of the project will include
approximately $35 million in developer investments in a retail area. The retail will be anchored by an upscale
grocery store, associated retail and restaurants. Phase Two will include additional retail along with townhouses and
lofts. The current timetable for Phase One completion is the Spring of 2011.

In 2008 the City entered into an agreement with Johnson Controls to replace all water and electric meters with an
automated system. The readings would be received by the City’s Utility Billing Department remotely through a
wireless and fiber optic system with collection devices located throughout the City.

The new meters will be more accurate and provide additional services for utility customers. The system will allow
customers to pick their billing date and also allow regular meter monitoring for leak detection or load management
on the electric side.

Additional revenues will be realized with accurate readings and prevention of utility theft by re-routing of services.
Savings on personnel costs from meter readers, and meter installers on the water and electric side, as well as, vehicle
costs will offset initial capital investment outlay. Analysis over a ten year period shows savings of approximately
$2.8 million.
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FINANCIAL INFORMATION

All six of the City’s union contracts expired in 2008. The City is in the process of negotiations with the various
unions. To date, the City has settled with all six of its unions. All contracts will be in effect through 2010, except
AFSME, which runs through 2011.

The City’s Capital Project Fund has issued various notes for numerous infrastructure projects over the last several
years. The administration, along with the assistance of City Council, created a plan to pay down on the notes each
year to save the cost of long-term interest borrowing. In 2009, the City is paying down almost $950,000 in
outstanding balances.

LONG TERM FINANCIAL PLANNING

The City currently prepares a five-year capital improvement plan. This plan helps the City prepare and adjust for
major infrastructure projects and maximize potential State and Federal grant assistance. Various other major
operations within the City are also being viewed over two, three, and five-year views. Preparing for the future is a
key ingredient to financial stability while maintaining important public services. This five-year approach is being
expanded to all major funds within the City.

AWARDS AND ACKNOWLEDGEMENTS

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Cuyahoga Falls for its Comprehensive Annual
Financial Report for the fiscal year ended December 31, 2007. 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 (CAFR), whose contents conform to program standards.
Such a report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has received a Certificate of
Achievement for the last 24 consecutive years (fiscal years ended 1984-2007). We believe our current report
continues to conform to the Certificate of Achievement program requirements and are therefore submitting it to the
GFOA. Receipt of these awards is an outstanding sign of the City's active effort to anticipate and provide for the
needs of its citizens.

The preparation of this report could not have been accomplished without the efficient and dedicated services of the
entire staff of the Finance Department. A special thanks goes out to Deputy Finance Director, Scott Fitzsimmons,
for all of his hard work and dedication. The preparation of the CAFR requires a major effort from the accounting
staff and we express our appreciation to all who assisted and contributed to the presentation of this year's report. We
also thank the Mayor, his cabinet and the members of City Council for their thoughtful support and encouragement
throughout the year.

Respectfully submitted,

ot

joseph F. Brodzinski
Finance Director
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City Officials

Cabinet of the Mayor:

Mayor Don L. Robart Valerie Wax Carr........ Service Director
Joseph F. Brodzinski....Finance Director
Virgil E. Arrington...... Law Director

Susan L. Truby........... Community Development
Director

Municipal Court:

Kim R. Hoover.......... Judge
Lisa Coates............... Judge
Lisa Zeno Carano...............Clerk of Courts

At Large Council:

Kathy Hummel
Carol Klinger
Deborah Ritzinger

Ward Council:
Vincent Rubino........... Ward 1
Mary Ellen Pyke......... Ward 2
Ken Barnhart............. Ward 3
Mark lhasz................ Ward 4
Diana Colavecchio...... Ward 5
Don Walters.............. Ward 6
Jerry James............... Ward 7 (Council Pres. at 12/31/08)
Terry Mader.............. Ward 8
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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountanis
5240 East 98" Street
Garfield Hts., Ohio 44125

Member American Institute of Centified Public Accountants (216)475- 6136 Ohio Society of Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

To Members of City Council The Honorable Mary Taylor
City of Cuyahoga Falls, Ohio Auditor of State
State of Ohio

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the City of Cuyahoga Falls, Ohio, as of and for the year ended
December 31, 2008, 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 of Cuyahoga Falls,
Ohio’s management. Our responsibility is to express opinions on these financial statements based
on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the
City of Cuyahoga Falls, Ohio, as of December 31, 2008, and the respective changes in financial
position, and cash flows, where applicable, thereof, and the respective budgetary comparison for the
General Fund and the Municipal Income Tax Special Revenue Fund for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As described in Note 19, during the year ended December 31, 2008, the City implemented
Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions, GASB Statement No.
49, Accounting and Financial Reporting for Pollution Remediation Obligations, and GASB
Statement No. 50, Pension Disclosures.
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In accordance with Government Auditing Standards, we have also issued our report dated June 26,
2009, on our consideration of the City of Cuyahoga Falls, Ohio’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government A uditing Standards
and should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis on pages 16 through 30 is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information
and express no opinion on it,

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Cuyahoga Falls, Ohio’s basic financial statements. The
introductory section, combining and individual nonmajor fund financial statements and schedules,
and statistical section are presented for purposes of additional analysis and are not a required part
of the basic financial statements. The combining and individual nonmajor fund statements and
schedules have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic
financial statements taken as a whole. The introductory and statistical sections have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

%fww H }@Q?J%c .
es G. Zupkg, CPA, Inc.
Certified Public Accountants

June 26, 2009
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Management’s Discussion and Analysis

As management of the City of Cuyahoga Falls, Ohio (the “City”), we offer readers of the City’s financial statements this
narrative overview and analysis of the financial activities of the City for the fiscal year ended December 31, 2008. We
encourage readers to consider the information presented here in conjunction with additional information that we have
furnished in our letter of transmittal, which begins on page 2 of this report.

FINANCIAL HIGHLIGHTS

» This is the City of Cuyahoga Falls sixth publication of a Comprehensive Annual Financial Report (CAFR) under
the new GASB 34 reporting model. Comparisons to prior financials are offered for this discussion and analysis.

> Total assets of the City of Cuyahoga Falls were $288,566,564. Of this amount, $143,306,907 was attributable to
Governmental Activities and $145,259,657 was from Business-type Activities.

» Total liabilities of the City of Cuyahoga Falls were $110,881,022. Governmental Activities accounted for
$43,833,495, while Business-type Activities represented $67,047,527 of the total.

OVERVIEW OF THE FINANCIAL STATEMENTS

The discussion and analysis is intended to serve as an introduction to the City’s basic financial statements. The City’s
basic financial statements comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains 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’s finances, in
a manner similar to a private-sector business.

The Statement of Net Assets presents information on all of the City’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 is improving or deteriorating.

The Statement of Activities presents information showing how the government’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 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 include security of persons and property, leisure time activities, community environment, street maintenance and
general government. The business-type activities of the City include sanitary sewage and disposal, water treatment and
distribution, electric distribution, refuse and recycling collection service, storm drainage repair and improvements, and
leisure time activities including an outdoor family aquatic center, an indoor natatorium, a municipal golf course, a civic
cultural center and a sports center facility which offers batting cages, a driving range, skate park and a miniature golf
course.

The government wide financial statements include not only the City itself (known as the primary government) but also a
legally separate community improvement corporation for which the City is financially accountable. Financial information
for this component unit is reported separately from the financial information presented for the primary government itself.

The government-wide financial statements can be found on pages 33-35 of this report.
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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, 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 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 decision. 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 maintains twenty-six 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, Municipal Income Tax Special Revenue Fund, and Capital Projects Fund, which are considered to be major
funds. Data from the other twenty-three funds are combined into a single aggregated presentation. Individual fund data
for each of these non-major governmental funds is provided in the form of combining statements elsewhere in this report.

The City adopts an annual appropriated budget for its General Fund and all Special Revenue, Debt Service, Capital
Projects, Enterprise and Internal Service Fund types. A budgetary comparison statement has been provided for the
General Fund and the Municipal Income Tax Special Revenue Fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 36-41 of this report.

Proprietary funds. The City 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 uses enterprise
funds to account for its sewage and disposal, water, electric, sanitation, leisure time operations and storm drainage utility.
Internal Service Funds are an accounting device used to accumulate and allocate costs internally to the City’s various
functions. The City uses Internal Service Funds to account for its vehicle maintenance, office and custodial supplies
purchase and distribution, information services (responsible for data processing and computer operations of the City),
medical self-insurance, worker’s compensation coverage and compensated absences payments to terminated and retired
employees. Because these services predominantly benefit governmental rather than business-type functions, they have
been included within governmental activities in the government-wide financial statements.

While the Utility Billing Fund is considered an Internal Service Fund, it is not reported separately. It has been
consolidated in the applicable Enterprise Funds for statement purposes.

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 Sewage and Disposal Fund, Water Fund,
Electric Fund, Sanitation Fund, Leisure Time Fund, and Storm Drainage Utility Fund, which are considered to be major
funds. Conversely, the internal service funds are combined into a single aggregated presentation in the proprietary fund
financial statements.

The basic proprietary fund financial statements can be found on pages 42-49 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’s own programs. The accounting used for fiduciary funds is much like that used for
proprietary funds. The City closed out and eliminated its Treasury Fund whose sole purpose in the past was to hold the
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employers’ share of the next quarter’s pension payment. Since pension is now remitted monthly, these obligations now
run through the Withholding Fund. The basic fiduciary fund financial statements can be found on page 50 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 51 — 89 of this report.

Other information. The combining statements referred to earlier in connection with nonmajor governmental funds and

internal service funds are presented immediately following the notes to financial statements. Combining and individual
fund statements and schedules can be found on pages 91-144 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

City of Cuyahoga Falls, Ohio - Net Assets
Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007

Assets
Current and other Assets $ 56,279,546  $ 43,724,307 $ 45535806 $ 35,276,065 $ 101,815352 $ 79,000,372
Capital Assets 87,027,361 86,727,636 99,723,851 94,860,263 186,751,212 181,587,899
Total Assets 143,306,907 130,451,943 145,259,657 130,136,328 288,566,564 260,588,271
Liabilities
Current and other liabilities 25,781,096 15,525,621 23,411,124 24,804,990 49,192,220 40,330,611
Long term liabilities outstanding 18,052,399 19,412,451 43,636,403 29,350,722 61,688,802 48,763,173
Total Liabilities 43,833,495 34,938,072 67,047,527 54,155,712 110,881,022 89,093,784
Net Assets
Invested in capital assets, net of
related debt 74,834,451 72,851,175 54,994,967 52,366,850 129,829,418 125,218,025
Restricted 16,104,176 15,570,644 - - 16,104,176 15,570,644
Permanent Fund Purpose 219,104 211,778 - - 219,104 211,778
Unrestricted 8,315,681 6,880,274 23,217,163 23,613,766 31,532,844 30,494,040
Total net assets $ 99,473,412 $ 95,513,871 $ 78,212,130 $ 75,980,616 $ 177,685542 $ 171,494,487

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial position. The
City’s assets exceeded liabilities by $177,685,542 at the close of the most recent fiscal year.

The largest portion of the City’s net assets (73 percent) reflects its investments in capital assets (e.g. land, buildings,
improvements other than buildings, machinery and equipment, and infrastructure), less any related debt used to acquire
those assets that is still outstanding. These assets are used to provide services to citizens; therefore, these assets are not
available for future spending. Although the City’s investment in capital assets is reported net of related debt, it should be
noted that the resources needed to repay debt must be provided from other sources, since capital assets themselves cannot
be used to liquidate these liabilities.

Additionally, 9 percent of the City’s net assets represent resources that have been restricted on how they may be used.
Another portion of the City’s net assets (less that 1 percent) represents the Cemetery Perpetual Care Permanent Fund,
which used to be a non-expendable trust fund. The remaining balance of unrestricted net assets $31,532,844 may be used
to meet the government’s on-going obligations to its citizens and creditors.

At the end of the current fiscal year, the City of Cuyahoga Falls is able to report positive balances in the three categories of
net assets, both for the government as a whole, as well as for its separate governmental and business-type activities.

Overall, net assets of the City increased by $6.191 million in 2008. Net assets for governmental activities increased
$3.960 million and net assets for business-type activities increased $2.232 million.
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The net assets increase for governmental activities is due to revenue from general sources, such as property and other local
taxes, income taxes, and grants and entitlements not restricted to specific programs exceeding net program expense.

For business-type activities, sewage and disposal, water, sanitation and storm drainage utility operations all had net
revenue for 2008.

In order to further understand what makes up the changes in net assets for the current year, the following table gives
readers further details regarding the results of activities for the current year. This table contains the 2007 fiscal year
figures for comparison purposes.
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City of Cuyahoga Falls, Ohio - Changes in Net Assets
Governmental Business-type
Activities Activities Total
2008 2007 2008 2007 2008 2007

Revenues
Program revenues:

Charges for services $ 10,532,301 $ 9974851  $ 56,225,587 $57,816,885 $ 66,757,888 $ 67,791,736

Operating grants and contributions 3,028,970 3,179,698 60,304 50,515 3,089,274 3,230,213

Capital grants and contributions 1,788,907 6,296,663 211,234 6,941,515 2,000,141 13,238,178
General revenues:

Property and other local taxes 11,264,214 11,298,989 - - 11,264,214 11,298,989

Income taxes 18,773,953 18,644,825 - - 18,773,953 18,644,825
Grants and entitlements not

restricted to specific programs 5,020,191 5,324,452 - - 5,020,191 5,324,452

Other 1,232,188 2,274,815 41,320 - 1,273,508 2,274,815
Total Revenues 51,640,724 56,994,293 56,538,445 64,808,915 108,179,169 121,803,208
Expenses

Security of persons and property 20,885,650 21,077,044 - - 20,885,650 21,077,044

Leisure time activities 2,811,353 2,693,863 - - 2,811,353 2,693,863

Community environment 1,927,929 1,634,740 1,927,929 1,634,740

Street maintenance 8,417,596 6,786,311 - - 8,417,596 6,786,311

General government 11,286,008 10,875,233 - - 11,286,008 10,875,233

Interest and fiscal charges 673,816 562,128 - - 673,816 562,128

Sewage and disposal - - 5,445,620 5,440,729 5,445,620 5,440,729

Water - - 4,773,648 4,608,542 4,773,648 4,608,542

Electric - - 35,185,035 32,683,194 35,185,035 32,683,194

Sanitation - - 3,542,028 3,686,234 3,542,028 3,686,234

Leisure time activities - - 6,611,629 6,630,226 6,611,629 6,630,226

Storm Drainage Utility - - 427,802 309,254 427,802 309,254
Total Expenses 46,002,352 43,629,319 55,985,762 53,358,179 101,988,114 96,987,498
Increase in net assets before transfers 5,638,372 13,364,974 552,683 11,450,736 6,191,055 24,815,710
Transfers (1,678,831) (1,836,301) 1,678,831 1,836,301 - -
Changes in net assets 3,959,541 11,528,673 2,231,514 13,287,037 6,191,055 24,815,710
Net assets-beginning 95,513,871 83,985,198 75,980,616 62,693,579 171,494,487 146,678,777
Net assets-ending $ 99,473,412  $95,513,871  $ 78,212,130 $75,980,616  $177,685,542  $ 171,494,487
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Governmental activities. Governmental activities increased the City’s net assets by $3.960 million. Key elements
of the changes in net assets are as follows:

% Security of Persons and Property expenditures decreased by $191,394 or 1 percent.
< Charges for Services revenue increased by $557,450 or 5.59 percent.
¢ Income Tax Revenue increased by $129,128 or .7 percent.

The decrease in Security of Persons and Property expenses is a direct result of the City recognizing changes in the
overall economy and making budgetary reductions wherever possible. Charges for services on a cash basis relating
to community environment and street maintenance programs increased $171,900 and $203,339, respectively, from
2007 to 2008.

The increase in income tax revenue is due to the effects of accrual accounting with its receivable recognized in the
available periods and corresponding reversing entries combined with increases within income tax collections.
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| 2008 Revenues by Source — Governmental Activities |
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‘ 2008 Expenses and Program Revenues — Governmental Activities ‘
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Business-type activities: Business-type activity net assets increased by $2.232 million. Key elements of changes in
net assets are as follows.

J

*

>

»  Sanitation expenses decreased by $144,206 or by almost 4 percent.
» Leisure time activities expense decreased by $18,597 or .3 percent

-

*,

-,

Program Revenues exceeded expenses for Sewage and Disposal, Water, Sanitation, and Storm Drainage Utility in
the amount of $822,769, $352,147, $292,522, and $708,972, respectively.
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| 2008 Revenue by Source - Business-type Activities |
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| 2008 Expenses and Program Revenues — Business-type Activities |
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Financial Analysis of the Government’s Funds

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

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

As of December 31, 2008, the City’s governmental funds reported combined ending fund balances of $18.514
million, which represents an increase of $2.641 million in comparison with the prior year. Approximately $3.061
million of this amount constitutes unreserved fund balance, which is available for spending at the government’s
discretion. The remainder of fund balance is reserved to indicate that it is not available for new spending because it
has already been committed to liquidate contracts and purchase orders of the prior period and for non-current loans
receivable and other various reservations. The largest fund balance reserve is for assets held for resale in the Capital
Projects Fund in the amount of $10.793 million.

The general fund is the chief operating fund of the City. At December 31, 2008, unreserved fund balance of the
general fund was $7.600 million, while total fund balance was $8.044 million. 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
(including transfers out). Unreserved fund balance represents 22 percent of total general fund expenditures
(including transfers out), while total fund balance represents 23 percent of the same amount.

The fund balance of the City’s General Fund increased by $1.136 million during 2008. Key factors contributing to
this increase are as follows:

< Total revenues (including transfers in) increased by $286,451. This increase is attributed to mainly an
increase in other local taxes and charges for services. In 2008, the City began dispatching for the City of
Munroe Falls and the Village of Silver Lake. The City also began providing fire protection and emergency
medical services for the Village.

« Expenditures (including transfers out) increased by $989,415 or 2.95 percent.

% Security of persons and property increased by $690,294 in 2008 from 2007. The main reason is a result of
the reversing entries from the two years along with the timing differences on payroll for the current year
accruals.

¢+ There was also an increase in general government expenditures in 2008. The reason for the increase can be

attributed to increased election fees and county auditor collection fees along with the reversing entries from

the two years.

The fund balance of the Capital Projects Fund increased by $2,490,848 in 2008 from $934,804 in 2007 to
$3,425,652 in 2008. Revenue increased in 2008 mainly due to the following reasons:

«» The City spent more on capital projects in 2007 than 2008. The main area of additional expenditures in
2007 occurred with the completion of the City’s fifth fire station and the purchase of a new fire engine.

«» The other reason is due to the adjusting accrual entries from 2007 compared to 2008.
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Proprietary Funds. The City’s proprietary funds provide the same information found in the government-wide
financial statements, but in more detail.

Unrestricted net assets at the end of the year amounted to $2.777 million, $1.359 million, $19.142 million, $269,472,
($241,765), and $1.037 million for the Sewage and Disposal, Water, Electric, Sanitation, Leisure Time, and Storm
Drainage Utility Funds, respectively. The Sanitation Fund has again seen an improvement in unrestricted net assets
due to the cost saving measures continue to standardize refuse containers, which has reduced the number of
personnel per route with an ultimate goal of full automation in the future.

General Fund Budgetary Highlights

The final amended General Fund budget had total appropriation of approximately $21,008 higher than the original
budget. The total original appropriations, including those for transfers out, were $36,219,803 million, while the
final appropriations were $36,240,811 million. Although the final appropriations in 2008 were 2.20 percent higher
than in 2007, the City’s administration continues to monitor economic factors that affect the City on a daily basis.
The variance between the final budget and actual results were not significant enough for analysis.

Capital Asset and Debt Administration

Capital assets. The City’s investment in capital assets for governmental and business-type activities as of
December 31, 2008, amounts to $186.751 million (net of accumulated depreciation). This investment in capital
assets include land, buildings, improvements, machinery and equipment, as well as, infrastructure (from 1980 to
current), including roads, sidewalks, bridges, curbs and gutters. The total increase in the City’s investment in capital
assets for 2008 was 2.84% (a .35 percent increase for governmental activities and a 5.13 percent increase for
business-type activities).

City of Cuyahoga Falls Capital Assets
(Net of Depreciation)
Governmental Activities Business-type Activities Total
2008 2007 2008 2007 2008 2007
Land $ 8,686,553 $ 8,670,964 $ 3,359,319 $ 3,131,596 $ 12,045,872 $ 11,802,560
Construction in Progress 2,154,262 3,383,797 7,177,433 1,332,269 9,331,695 4,716,066
Buildings 18,920,068 19,569,736 32,154,340 32,941,533 51,074,408 52,511,269
Improvements 679,022 713,527 53,323,940 53,898,418 54,002,962 54,611,945
Machinery and Equipment 9,133,364 7,352,284 3,708,819 3,556,447 12,842,183 10,908,731
Infrastructure 47,454,092 47,037,328 - - 47,454,092 47,037,328
Total $87,027,361 $ 86,727,636 $99,723,851 $ 94,860,263 $ 186,751,212 $ 181,587,899
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Major capital asset events during 2008 were as follows:

» The City has begun water and electric meter replacement and fixed base automated meter reading (AMR)
installation, lighting retrofits, and building envelope improvements. This accounts for $5.654 million of the
increase in construction in progress for business-type activities. For more detailed information, see Note
11- Capital Leases.

» The redevelopment of South Front Street began with the purchase of the H&M metal property. Capital
expenditures reached $1.15 million for the year, however the city received a Clean Ohio Revitalization
Fund grant to contribute to the project.

» The installation and start up of the city wide radio systems for the dispatch center was completed and
therefore a $2.44 million decrease in construction in progress and an increase in machinery and equipment
resulted for governmental activities.

For more detailed information on capital asset activity, refer to Note 6-Capital Assets in the Notes to the Financial
Statements section.

Assets Held for Resale. During April 2008 land was purchased for the South Front Street Redevelopment project
for $991,302. A portion of the property, $391,302 is being held for resale to a developer, while the remaining
portion will be redeveloped and remain under the City’s ownership.

The City also purchased property known as the State Road Shopping Center in August 2008 with the intent to resell
the land for development. The property is approximately 25 acres of land with over 350,000 square feet of building.
After completion of demolition and remediation, the land will be sold to a developer with the objective to revitalize
the area with a retail, commercial, and residential mixed development.

Long-term debt. At December 31, 2008, the City had $46.4 million of long-term bonds and capital leases
outstanding. All special assessment bonds issued by the City are also general obligation bonds ($151,000 in
governmental activities) and are included herein.

City of Cuyahoga Falls
General Obligation Bonds and Capital Leases Outstanding

Governmental Activities Business-type Activities Total

2008 2007 2008 2007 2008 2007
G. O. bonds $ 7109319 $ 8112418 $ 19,896,985 $ 21,797,196 $ 27,006,304 $ 29,909,614
Capital leases 2,945,806 2,936,495 16,477,596 - 19,423,402 2,936,495
Total $ 10055125 $ 11,048913 $ 36374581 $ 21,797,196 $ 46,429,706 $ 32,846,109

The City did not issue any general obligation bonds in 2008. The City entered into lease agreements in 2008 for
electric meter replacement and fixed base automated meter reading (AMR) installation, lighting retrofits, and
building envelope improvements in the amount of $17,017,793. Of this amount, $11,405,634 was being held in
escrow at year end for anticipated completion of the project in 2009. Capital leases are more fully described in Note
11 to the Financial Statements.
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Economic Factors and Next Year’s Budget

The City of Cuyahoga Falls’ elected and appointed officials consider many factors through a lengthy budget process.
The economic state of the State and Nation obviously have a direct impact on municipalities. The City prioritizes
each department’s basic mission. A system was put in place to review each job position when it became vacant
through retirement or separation. We started looking at ways to combine departments and functions. A good
example would be the combining of the Street Department and the Sanitation Department. Synergy is formed
between the work force for more efficiency and monies are saved with only one superintendent instead of two.
Other potential combinations included merging the Technical Services Department, Information Services, and
Regional Dispatching. Through these efforts and despite the economy, the City of Cuyahoga Falls ended the year
with a $5.93 million cash basis balance in the General Fund, the highest end of the year balance in the City’s history,
while also maintaining our excellent Aa3 Bond rating!

The theme in Cuyahoga Falls is - Safe, Sound, and Stable. Safe, as our Police and Fire Departments will continue to
keep our residents and businesses safe. Sound, as our City services will remain sound. And stable, as our City’s
finances will remain stable.

The City is also keeping a close eye on healthcare costs and the discussions currently going on at the Federal level.
The Administration will continue to monitor those discussions as to the affect it may have on the City’s books and
procedures, as well as, the affects it may have on our employees’ pocketbooks, thus potentially affecting future
union negotiations.

The City is also monitoring the discussions in Washington concerning the cap and trade legislation. Ohio is a large
coal burning state and through our affiliations with AMP-Ohio the City is a shareholder in various projects.

The City continues to place a high importance on job retention and creation with its current involvement with major
developers in retail and residential growth. The goal of City officials is to continue to move the City forward in a
positive direction. Capital projects are reviewed prior to implementation and revenue-generating opportunities are
always noted. Various positions with the City are also being reviewed and job functions are being consolidated
wherever possible.

Request for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a general
overview of the City’s finances and to show accountability for the money it receives. This report is also available on
the City’s website at www.cityofcf.com. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to the City of Cuyahoga Falls Finance Department,
2310 Second Street, Cuyahoga Falls, Ohio, 44221.
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Statement of Net Assets
December 31, 2008

Primary Government Component Unit
Governmental Business-type CIC of
Activities Activities Total Cuyahoga Falls

Assets
Equity in pooled cash and cash equivalents $ 18,925,261 $ 16,935,436 $ 35,860,697 $ =
Cash and cash equivalents - restricted accounts 155,501 - 155,501 821,672
Cash and cash equivalents - escrow agent 365,759 $ 11,043,584 11,409,343
Investments - restricted 41,000 - 41,000 -
Accounts receivable (net of allowance for uncollectibles) 1,842,405 7,089,987 8,932,392 1,304
Loans receivable 1,953,969 - 1,953,969 66,268
Taxes receivable 13,434,159 - 13,434,159 -
Special assessments receivable 1,066,750 152,935 1,219,685 -
Accrued interest receivable 115,005 - 115,005 -
Due from other governments 4,761,453 45,588 4,807,041 -
Inventory of supplies 961,873 4,483,503 5,445,376 -
Prepaid items 144,488 97,871 242,359 -
Internal balances 1,355,049 (1,355,049) - -
Deferred charges 363,622 443,610 807,232 -
Unamortized bond discount - 47,237 47,237 -
Investment in joint venture - 6,551,104 6,551,104 -
Assets held for resale 10,793,252 - 10,793,252 -
Nondepreciable capital assets 10,840,815 10,536,752 21,377,567 -
Depreciable capital assets 76,186,546 89,187,099 165,373,645 -
Total assets 143,306,907 145,259,657 288,566,564 889,244
Liabilities
Accounts payable 1,064,483 2,462,888 3,527,371 -
Accrued salaries, wages and benefits 633,613 227,868 861,481 -
Accrued interest payable 193,252 104,450 297,702 -
Due to other governments 562,850 593,642 1,156,492 -
Unearned revenue 10,026,898 8,960 10,035,858 3,000
Deposit held and due to others - 713,316 713,316 -
Notes payable 13,300,000 19,300,000 32,600,000 -
Current portion of:

Accrued compensated absences 2,812,783 929,127 3,741,910 -

Claims and judgments payable 607,240 - 607,240 -

Other post-employment benefit obligation 292,985 - 292,985 -

Capital leases 462,467 - 462,467 -

Bonds payable 938,464 1,688,686 2,627,150 -
Long-term portion of:

Accrued compensated absences 4,079,116 1,355,572 5,434,688 -

Claims and judgments payable 107,129 - 107,129 -

Capital leases 2,483,339 16,477,596 18,960,935 -

Payable to Joint Venture - 4,429,709 4,429,709 -

Unamortized bond premium 98,021 547,414 645,435 -

Bonds payable 6,170,855 18,208,299 24,379,154 -
Total liabilities 43,833,495 67,047,527 110,881,022 3,000
Net Assets
Invested in capital assets, net of related debt 74,834,451 54,994,967 129,829,418 -
Restricted for:

Capital projects 8,757,570 - 8,757,570 -

Debt service 109,044 - 109,044 -

Special revenue 7,237,562 - 7,237,562 -

Other purposes - - - 635,809
Permanent fund purpose:

Nonexpendable - Cemetery Perpetual Care 219,104 - 219,104 -
Unrestricted 8,315,681 23,217,163 31,532,844 250,435
Total net assets $ 99,473,412 $ 78,212,130 $177,685,542 $ 886,244

See accompanying notes to the basic financial statements 33
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Statement of Activities
For the Year Ended December 31, 2008

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions / Programs Expenses Services Contributions Contributions
Primary government:
Governmental activities:
Security of persons and property 20,885,650 930,710 71,412 73,618
Leisure time activities 2,811,353 279,860 - -
Community environment 1,927,929 513,776 775,617 989,980
Street maintenance 8,417,596 839,217 2,131,732 695,309
General government 11,286,008 7,968,738 50,209 30,000
Interest and fiscal charges 673,816 - - -
Total governmental activities 46,002,352 10,532,301 3,028,970 1,788,907
Business-type activities:
Sewage and disposal 5,445,620 6,268,389 - -
Water 4,773,648 5,125,578 217 -
Electric 35,185,035 34,032,741 7,217 -
Sanitation 3,542,028 3,781,680 52,870 -
Leisure time activities 6,611,629 5,881,339 - 210,320
Storm Drainage Utility 427,802 1,135,860 - 914
Total business-type activities 55,985,762 56,225,587 60,304 211,234
Total primary government 101,988,114 66,757,888 3,089,274 2,000,141
Component Unit - CIC of Cuyahoga Falls 153,220 8,500 - -

General revenues:
Property and other local taxes levied for:
General purposes
Special revenue
Income tax levied for:
General purposes
Special revenue
Capital projects
Grants and entitlements not restricted to specific programs
Gain on sale of capital assets
Investment earnings
Transfers
Total general revenue and transfers
Change in net assets
Net assets - beginning
Net assets - ending

See accompanying notes to the basic financial statements
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(Continued)

Net (Expense) Revenue and Changes in Net Assets

Primary Government Component Unit
Governmental Business-type CIC of
Activities Activities Total Cuyahoga Falls

(19,809,910) - (19,809,910) -
(2,531,493) - (2,531,493) -
351,444 - 351,444 -
(4,751,338) - (4,751,338) -
(3,237,061) - (3,237,061) -
(673,816) - (673,816) -
(30,652,174) - (30,652,174) -
- 822,769 822,769 -

- 352,147 352,147 -

- (1,145,077) (1,145,077) -

- 292,522 292,522 -

- (519,970) (519,970) -

708,972 708,972 -

- 511,363 511,363 =
(30,652,174) 511,363 (30,140,811) -
- - - (144,720)
10,440,198 - 10,440,198 -
824,016 - 824,016 86,673
11,765,637 - 11,765,637 -
1,501,916 - 1,501,916 -
5,506,400 - 5,506,400 -
5,020,191 - 5,020,191 -
54,372 - 54,372 -
1,177,816 41,320 1,219,136 23,175
(1,678,831) 1,678,831 - -
34,611,715 1,720,151 36,331,866 109,848
3,959,541 2,231,514 6,191,055 (34,872)
95,513,871 75,980,616 171,494,487 921,116
99,473,412 78,212,130 177,685,542 886,244
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Balance Sheet - Governmental Funds
December 31, 2008

Other Total
Municipal Capital Governmental Governmental
General Income Tax Projects Funds Funds
Assets
Equity in pooled cash and cash equivalents $ 6,240,232 $ 238,636 $ 5,106,730 $ 3,644,706 $ 15,230,304
Cash and cash equivalents - restricted - - - 155,501 155,501
Cash and cash equivalents - escrow agent - - 365,759 - 365,759
Investments - restricted accounts - - - 41,000 41,000
Receivables
Taxes 9,743,664 3,128,361 - 562,134 13,434,159
Accounts
(net of allowance for uncollectibles) 22,739 - 1,616,392 203,274 1,842,405
Loans - - - 1,953,969 1,953,969
Special assessments - - 606,805 459,945 1,066,750
Accrued interest - - - 115,005 115,005
Due from other funds 1,583,981 - 632,839 372,611 2,589,431
Due from other governments 2,850,601 53,194 799,793 1,032,252 4,735,840
Inventory of supplies 149,355 350 - 320,623 470,328
Prepaid items 100,450 231 - 19,033 119,714
Assets held for resale - - 10,793,252 - 10,793,252
Advances to other funds - - - 214,316 214,316
Total assets 20,691,022 3,420,772 19,921,570 9,094,369 53,127,733
Liabilities and Fund Balances
Liabilities
Accounts payable 237,333 9,535 600,850 148,778 996,496
Accrued salaries, wages and benefits 541,535 5,750 - 60,085 607,370
Accrued interest payable - - 167,693 - 167,693
Deferred revenue 11,650,613 1,229,939 2,090,714 1,772,918 16,744,184
Due to other funds 176,805 2,157,647 5,269 13,221 2,352,942
Due to other governments 40,424 888 117,076 72,841 231,229
Advances from other funds - - 214,316 - 214,316
General obligation notes payable - - 13,300,000 - 13,300,000
Total liabilities 12,646,710 3,403,759 16,495,918 2,067,843 34,614,230
Fund Balances
Reserved for encumbrances 194,673 16,432 1,303,029 145,764 1,659,898
Reserved for prepaid items 100,450 231 - 19,033 119,714
Reserved for advances - - - 214,316 214,316
Reserved for inventory of supplies 149,355 350 - 320,623 470,328
Reserved for loans receivable - - - 1,953,969 1,953,969
Reserved for debt service - - - 19,804 19,804
Reserved for cemetery perpetual care - - - 218,197 218,197
Reserved for assets held for resale 10,793,252 10,793,252
Unreserved - undesignated
General fund 7,599,834 - - - 7,599,834
Special revenue funds - - - 3,474,129 3,474,129
Capital Projects funds - - (8,670,629) 660,691 (8,009,938)
Total fund balances 8,044,312 17,013 3,425,652 7,026,526 18,513,503
Total liabilities and fund balances $ 20,691,022 $ 3,420,772 $ 19,921,570 $ 9,094,369 $ 53,127,733

See accompanying notes to the basic financial statements
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Reconciliation of Total Governmental Fund Balances to Net Assets of
Governmental Activities
December 31, 2008

Total Governmental Fund Balances $ 18,513,503
Amounts reported for governmental activities in the statement of net asssets are different because:

Capital assets used in governmental activities (excluding internal service fund capital assets) are not financial
resources and therefore are not reported in the funds. Those assets consist of:

Nondepreciable capital assets 10,818,855
Depreciable capital assets 75,744,425
86,563,280

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

Investment earnings 67,849

Property taxes 278,900

Grants and entitlements 2,333,506

Income tax 1,229,939

Special assessments 1,066,750

Charges for services 1,740,342

6,717,286

Internal service funds are used by the City to account for the financing of goods or services provided by one
department to other City departments or agencies, generally on a cost reimbursement basis. The assets and
liabilities of the internal service funds are included in governmental activities in the statement of net assets.
Internal service fund net assets are: 4,077,780
Long-term liabilities are not due and payable in the current period and therefore are not reported in the funds:

Accrued interest payable (25,559)

Deferred charges related to debt issuance 363,622

Unamortized bond premium (98,021)

Accrued compensated absences (6,583,354)

Capital leases (2,945,806)

Bonds Payable (7,109,319)

(16,398,437)

Total Governmental Activities Net Assets $ 99,473,412
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Statement of Revenues, Expenditures and Changes in Fund Balances -

Governmental Funds

For the Year Ended December 31, 2008

Revenues

Property taxes
Municipal income taxes
Other local taxes
State levied shared taxes
Intergovernmental
Charges for services
Fees, licenses and permits
Interest earnings
Fines and forfeitures
Special assessments
Other

Total revenues

Expenditures
Current
Security of persons and property
Leisure time activities
Community environment
Street maintenance
General government
Capital outlay
Debt Service
Principal
Interest
Total expenditures

Excess (deficiency) of revenues
Over (under) expenditures

Other Financing Sources (Uses)
Capital lease
Transfers in
Transfers out
Total other financing sources
(uses)

Net change in fund balances
Fund balance at beginning of year

Change in reserve for inventory
Change in reserve for prepaid items

Fund balance at end of year

See accompanying notes to the basic financial statements

Other Total
Municipal Capital Governmental ~ Governmental

General Income Tax Projects Funds Funds
$10,171,550 $ - $ - % 585,614 $ 10,757,164
- 18,753,883 - - 18,753,883
318,872 - - 241,338 560,210
4,982,835 - - 2,372,404 7,355,239
64,392 - 1,328,991 821,133 2,214,516
6,170,803 - 1,536,998 129,209 7,837,010
419,927 - - 1,415,505 1,835,432
- - 5,064 1,046,094 1,051,158
238,691 - - 64,801 303,492
- - 166,585 198,029 364,614
368,489 8 482,062 86,351 936,910
22,735,559 18,753,891 3,519,700 6,960,478 51,969,628
18,235,264 - - 2,535,426 20,770,690
2,170,043 - - 83,930 2,253,973
1,385,349 - - 503,134 1,888,483
- - - 4,128,506 4,128,506
8,664,058 1,019,076 - 1,267,008 10,950,142
- - 5,914,721 213,000 6,127,721
- - 530,886 1,003,099 1,533,985
- - 324,776 345,413 670,189
30,454,714 1,019,076 6,770,383 10,079,516 48,323,689
(7,719,155) 17,734,815 (3,250,683) (3,119,038) 3,645,939
- - 540,197 - 540,197
12,880,677 - 5,201,334 4,695,307 22,777,318
(4,043,923) (17,733,834) - (2,445,445) (24,223,202)
8,836,754 (17,733,834) 5,741,531 2,249,862 (905,687)
1,117,599 981 2,490,848 (869,176) 2,740,252
6,908,662 15,613 934,804 8,013,281 15,872,360
21,982 350 - (116,197) (93,865)
(3,931) 69 - (1,382) (5,244)
$ 8,044,312 $ 17,013 $ 3,425,652 $ 7,026,526 $ 18,513,503
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Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended December 31, 2008

Net Change in Fund Balances - Total Governmental Funds $ 2,740,252
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 is allocated over their estimated useful lives as depreciation expense. This is the amount by
which capital outlays exceeded depreciation in the current period.

Capital additions 4,985,780
Current year depreciation (3,932,935)
1,052,845
In the statement of activities, only the loss on the disposal of assets is reported, whereas, in the governmental
funds, the proceeds from the disposal increase financial resources. Thus, the change in net assets differs from
the change in fund balance by the cost of the assets. (421,978)
Capital contributions of capital assets to business-type activities decrease net assets in the statement of
activities, but do not affect the governmental funds because they are not financial uses. (232,947)
Governmental funds report expenditures for inventory of supplies and prepaid items when purchased.
However, in the statement of activities, they are reported as an expense when consumed. (99,109)
Revenues in the statement of activities that do not provide current financial resources are not reported as
revenues in the funds.
Investment earnings 51,326
Property taxes (53,809)
Grants and entitlements 5,189
Income tax 20,070
Special assessments (100,840)
Charges for services 177,994
99,930
Repayment of bond principal and capital lease payments are expenditures in the governmental funds, but the
repayment reduces long-term liabilities in the statement of net assets. 1,533,985
Issuance of capital lease in governmental funds increased long-term liabilities in the statement of net assets. (540,197)
In the statement of activities, interest is accrued on outstanding debt, whereas in the governmental funds an
interest expenditure is reported when due. 9,374
Premiums on bonds issued are recognized as revenues in the governmental funds, however, they are
amortized over the life of the issuance in the statement of activities. (49,151)
Bond issuance costs are recognized as expenditures in the governmental funds, however, they are
amortized over the life of the issuance in the statement of activities. (7,700)
Some expenses reported in the statement of activities, such as compensated absences, do not require the use of
current financial resources and therefore are not reported as expenditures in governmental funds. 213,320
Internal service funds are used by the City to account for the financing of goods or services provided by one
department to other City departments or agencies, generally on a cost reimbursement basis. The revenues
(expenses) of the internal service funds are allocated among the governmental activities. (339,083)
Changes in Net Assets of Governmental Activities $ 3,959,541
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Statement of Revenues, Expenditures, and Changes in Fund Balance -
Budget and Actual (Non-GAAP Budgetary Basis) - General Fund
For the Year Ended December 31, 2008

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Revenues
Property taxes $ 9,535,901 $ 9,535,901 $ 10,171,550 $ 635,649
Other local taxes 143,850 312,850 312,983 133
State levied shared taxes 5,345,594 5,784,844 5,154,484 (630,360)
Intergovernmental 43,000 33,000 54,892 21,892
Charges for services 6,130,305 5,950,805 6,263,566 312,761
Fees, licenses, and permits 601,950 412,450 421,632 9,182
Fines and forfeitures 337,800 246,050 243,830 (2,220)
Special assessments - - - -
Other 240,500 278,000 360,069 82,069
Total revenues 22,378,900 22,553,900 22,983,006 429,106
Expenditures
Current
Security of persons and property 18,874,190 18,984,590 18,187,394 797,196
Leisure time activities 2,321,127 2,231,127 2,182,968 48,159
Community environment 1,529,514 1,529,522 1,407,793 121,729
General government 9,273,188 9,412,188 8,778,743 633,445
Total expenditures 31,998,019 32,157,427 30,556,898 1,600,529
Excess (deficiency) of revenues
over (under) expenditures (9,619,119) (9,603,527) (7,573,892) 2,029,635
Other Financing Sources (Uses)
Transfers in 12,746,332 12,861,255 12,828,139 (33,116)
Transfers out (4,221,784) (4,083,384) (4,050,923) 32,461
Total other financing sources (uses) 8,524,548 8,777,871 8,777,216 (655)
Net change in fund balances (1,094,571) (825,656) 1,203,324 2,028,980
Fund balance at beginning of year 4,422,387 4,422,387 4,422,387 -
Prior year encumbrances appropriated 306,154 306,154 306,154 -
Fund balance at end of year $ 3,633,970 $ 3,902,885 $ 5,931,865 $ 2,028,980

See accompanying notes to the basic financial statements
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