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Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

City of Akron

Summit County

166 South High Street
Akron, Ohio 44308

To the City Council:

We have audited the 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, 2010, which collectively comprise the City’'s basic
financial statements and have issued our report thereon dated August 15, 2011, wherein we noted the
City restated certain beginning fund balances. We also noted our opinion on footnote 28 is dated
September 30, 2011. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting as
a basis for designing our audit procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of opining on the effectiveness of the City’'s internal control over
financial reporting. Accordingly, we have not opined on the effectiveness of the City's internal control
over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. Therefore, we cannot assure that
we have identified all deficiencies, significant deficiencies or material weaknesses. However, as
described in the accompanying schedule of findings and questioned costs we identified certain
deficiencies in internal control over financial reporting, that we consider material weaknesses.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and timely corrected. We consider findings 2010-04 and
2010-05 described in the accompanying schedule of findings and questioned costs to be material
weaknesses.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001
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Compliance and Other Matters

As part of reasonably assuring whether the City’s financial statements are free of material misstatement,
we tested its compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could directly and materially affect the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed instances of
noncompliance or other matters we must report under Government Auditing Standards which are
described in the accompanying schedule of findings and questioned costs as items 2010-01 through
2010-03.

We also noted certain matters not requiring inclusion in this report that we reported to the City's
management in a separate letter dated August 15, 2011.

The City’s responses to the findings identified in our audit are described in the accompanying schedule of
findings and questioned costs. We did not audit the City’s responses and, accordingly, we express no
opinion on them.

We intend this report solely for the information and use of management, City Council, federal awarding

agencies and pass-through entities, and others within the City. We intend it for no one other than these
specified parties.

/

Dave Yost
Auditor of State

August 15, 2011



Dave Yost - Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

City of Akron

Summit County

166 South High Street
Akron, Ohio 44308

To the City Council:
Compliance

We have audited the compliance of the City of Akron, Summit County, Ohio, (the City) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133,
Compliance Supplement that could directly and materially affect each of the City’s major federal programs
for the year ended December 31, 2010. The summary of auditor’s results section of the accompanying
schedule of findings and questioned costs identifies the City’s major federal programs. The City’'s
management is responsible for complying with the requirements of laws, regulations, contracts, and
grants applicable to each major federal program. Our responsibility is to express an opinion on the City’s
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits included in the Comptroller General
of the United States’ Government Auditing Standards; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to reasonably assure whether noncompliance occurred with the compliance
requirements referred to above that could directly and materially affect a major federal program. An audit
includes examining, on a test basis, evidence about the City’s compliance with those requirements and
performing other procedures we considered necessary in the circumstances. We believe our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the
City’s compliance with those requirements.

In our opinion, the City of Akron complied, in all material respects, with the requirements referred to
above that could directly and materially affect each of its major federal programs for the year ended
December 31, 2010. However, the results of our auditing procedures disclosed an instance of
noncompliance with those requirements that, while not affecting our opinion on compliance, OMB Circular
A-133 requires us to report. The accompanying schedule of findings and questioned costs lists this
instance as Finding 2010-06.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 800-443-9272 Fax: 330-471-0001
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Internal Control over Compliance

The City’s management is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the City’'s internal control over
compliance with the requirements that could directly and materially affect a major federal program, to
determine our auditing procedures for the purpose of expressing our opinion on compliance, and to test
and report on internal control over compliance in accordance with OMB Circular A-133, but not for the
purpose of opining on the effectiveness of internal control over compliance. Accordingly, we have not
opined on the effectiveness of the City’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, when performing their assigned functions, to
prevent, or to timely detect and correct, noncompliance with a federal program compliance requirement.
A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material noncompliance
with a federal program compliance requirement will not be prevented, or timely detected and corrected.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material weaknesses,
as defined above. However, we identified a certain deficiency in internal control over compliance that we
consider to be a significant deficiency, described in the accompanying schedule of findings and
guestioned costs as item 2010-06. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a federal program
compliance requirement that is less severe than a material weakness in internal control over compliance,
yet important enough to merit attention by those charged with governance.

The City’s response to the finding we identified is described in the accompanying schedule of findings
and questioned costs. We did not audit the City’s response and, accordingly, we express no opinion on
it.

We also noted matters involving federal compliance or internal control over federal compliance not
requiring inclusion in this report, that we reported to the City’s management in a separate letter dated
August 15, 2011.

Supplemental Schedule of Expenditures of Federal Awards

We have also audited the 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, 2010, and have issued our report thereon
dated August 15, 2011, wherein we noted the City restated certain beginning fund balances. We also
noted footnote 28 is dated September 30, 2011. Our audit was performed to form opinions on the
financial statements that collectively comprise the City’s basic financial statements taken as a whole. The
accompanying Supplemental Schedule of Expenditures of Federal Awards provides additional information
required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations and is not a required part of the basic financial statements.
The schedule is management’s responsibility, and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. This schedule was subject to the
auditing procedures we applied to the basic financial statements. We also applied certain
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additional procedures, including comparing and reconciling this information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, in accordance with auditing standards generally accepted in the United States of
America. In our opinion, this information is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

We intend this report solely for the information and use of management, City Council, federal awarding
agencies, and pass-through entities, and others within the City. It is not intended for anyone other than
these specified parties.

)

Dave Yost
Auditor of State

August 15, 2011
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CITY OF AKRON, OHIO

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED DECEMBER 31, 2010

Federal Grantor/Pass-Through Grantor/Program Title

DEPARTMENT OF AGRICULTURE
From the Ohio Department of Health:
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)
Child Nutrition Cluster:
Summer Food Service Program for Children
Total Department of Agriculture

DEPARTMENT OF ENERGY
Direct Programs:
ARRA - Energy Efficiency and Conservation Block Grant Program
Total Department of Energy

DEPARTMENT OF EDUCATION
Direct Programs:
Rehabilitation Services-Vocational Rehabilitation Grants to States
Twenty-First Century Community Learning Centers
Total Department of Education

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Programs:
CDBG - Entitlement and (HUD-Administered) Small Cities Cluster:
ARRA - Community Development Block Grant Entitlement Grants (CDBG-R)
Community Development Block Grants/Entitlement Grants
Neighborhood Stabilization Program
Total Community Development Block Grants Cluster
Emergency Shelter Grants Program
HOME Investment Partnership Program
ARRA - Homelessness Prevention and Rapid Re-Housing Program

Lead-Based Paint:

Lead-Based Paint Hazard Control in Privately-Owned Housing
Lead Hazard Reduction Demonstration Grant Program
Passed Through from the Ohio Department of Development:

Community Development Block Grants/State's program and Non-Entitlement Grants
ARRA - Homelessness Prevention and Rapid Re-Housing Program
Neighborhood Stabilization Program

Total Department of Housing and Urban Development

DEPARTMENT OF JUSTICE
Direct Programs:
Juvenile Accountability Incentive Block Grants
Byrne Formula Grant Program
Byrne Memorial Juvenile Accountability Grant
Bulletproof Vest Partnership Program
Northern Ohio Violent Fugitive Task Force
ARRA - Public Safety Partnership and Community Policing Grants
Public Safety Partnership and Community Policing Grants
Total CFDA No. 16.710
Formula Grants
ARRA - Grants to Units of Local Government
Passed through Ohio Office of Justice Programs:
ARRA - Edward Byrne Memorial Justice Assistance Program

Federal
CFDA No.

10.557
10.559

81.128

84.126
84.287

14.253
14.218
14.218

14.231
14.239
14.257

14.900
14.905

14.257
14.228

16.523
16.579
16.580
16.607
16.609
16.710
16.710

16.738
16.804

16.803

Federal
Expenditures

$1,958,235
278,997

2,237,232

130,290
130,290

188,320
1,004,441

1,192,761

840,632
5,487,658

5,599,747

11,928,037
306,807
2,000,624
1,326,046

1,062,193
576,950

144,638
2,083,993

19,429,288

22,265
1,389
11,419
34,888
1,558
1,846,578
89,917

1,936,495

314,586
159,362

47,189



CITY OF AKRON, OHIO

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2010

Federal Grantor/Pass-Through Grantor/Program Title

Edward Byrne Memorial Justice Assistance - Formula Grants
Total Edward Byrne Memorial Justice Assistance Grants Cluster
Passed through from National Institute of Justice:
Cold Case Task Force
Anti-Gang Initiative
Total Department of Justice

ENVIRONMENTAL PROTECTION AGENCY
From the Ohio E.P.A.:
Air Pollution Control Program Support
Brownfields Assessment and Cleanup
Total Environmental Protection Agency

DEPARTMENT OF TRANSPORTATION
From the Federal Aviation Administration:
Airport Improvement Program
From the Ohio Department of Highway Safety:
Alcohol Traffic Safety and Drunk Driving Prevention Program
Safety Incentives to Prevent Operation of Motor Vehicles by Intoxicated Persons
Total Highway Safety:
Highway Planning and Construction:
Akron Metropolitan Area Transportation Study
ODOT - Evans Avenue
ODOT - Manchester Road, Phase 11
ODOT - Martha Avenue Reconstruction
ODOT - Mill Street Bridge
ODOT - Waterloo Road Towpath Trail-572040
ODOT - Seiberling Way, Phase Il
ARRA - ODOT - AES Trail and Barges Bridge
ODOT - AES Trail and Barges Bridge
ARRA - ODOT - Frank Boulevard
ARRA - ODOT - Hilbish Avenue
ODOT - Hilbish Avenue
ODOT - Hilbish Pavement
ARRA - ODOT - State Street
ARRA - ODOT - South Main Street
ODOT - South Main Street
ARRA - ODOT - All American Bridge
Total CFDA No. 20.205
Total Department of Transportation

DEPARTMENT OF HEALTH AND HUMAN SERVICES
From the Ohio Department of Health:

Public Health Emergency Preparedness
Acquired Immunodeficiency Syndrome (AIDS) Activity
Immunization Grants
Centers for Disease Control and Prevention Investigations and Technical Assistance
Refugee and Entrant Assistance Discretionary Grants
Grants to Provide Outpatient Early Intervention Services with Respect to HIV Disease

Federal
CFDA No.

16.738

16.741
16.744

66.001
66.818

20.106

20.601
20.605

20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205
20.205

93.069
93.118
93.268
93.283
93.576
93.918

Federal
Expenditures

18,280
539,417

18,699
253

2,566,383

260,362
38,653
299,015

730,909

71,869
142,921
214,790

1,261,482
85,287
716,987
431,385
2,482,687
47,819
170,588
342,833
708,586
1,208,887
2,224,000
20,378
156,131
312,943
2,425,861
42,069

4,382,977

17,020,900

17,966,599

1,133,592
42,260
47,001

301,354
162,784
143,473



CITY OF AKRON, OHIO

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED DECEMBER 31, 2010

Federal Grantor/Pass-Through Grantor/Program Title

HIV Prevention Activities - Health Department Based:

Federal Aids Education
Block Grants for Prevention and Treatment of Substance Abuse
Preventive Health Services - Sexually Transmitted Disease Control Grants
Preventive Health and Health Services Block Grant
Maternal and Child Health Services Block Grant to the States

Child and Family Health Services

Total Department of Health and Human Services

DEPARTMENT OF HOMELAND SECURITY
Direct Programs:
Staffing for Adequate Fire and Emergency Response (SAFER)
From the U. S. Department of Health and Human Services
Metropolitan Medical Response System
Total Department of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

See notes to supplemental schedule of expenditures of federal awards.

Federal
CFDA No.

93.940
93.959
93.977
93.991

93.994

97.083

97.071

Federal
Expenditures

376,514
331,138
118,172

3,950

160,111

2,820,349

1,082,899

125,000

1,207,899

$47,849,816



CITY OF AKRON, OHIO

NOTES TO SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2010

1. BASIS OF PRESENTATION

The accompanying supplemental schedule of expenditures of federal awards includes the federal
grant activity of the City of Akron, Ohio, and is presented on the cash basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of, the
basic financial statements.

2. SUBRECIPIENTS

Of the federal expenditures presented in this schedule, the City of Akron, Ohio, provided federal
awards to subrecipients as follows:

Amount
Federal Provided to
Program Title CFDA No. Subrecipients
Special Supplemental Food Program for Women, Infants and Children 10.557 $817,464
CDBG- Entitlement and (HUD-Administered)
Small Cities Cluster - Community Development Block
Grant/Entitlement Grants 14.218 838,697
Neighborhood Stablization Program - Federal Direct 14.218 883,465
Neighborhood Stablization Program - Pass thru 14.228 141,888
Emergency Shelter Grants Program 14.231 306,807
HOME Investment Partnership Program 14.239 1,650,000
ARRA - Community Development Block Grant Entitlement Grants (CDBG-R) 14.253 132,500
ARRA - Homelessness Prevention and Rapid Re-Housing Program 14.257 1,469,443
Lead-Based Paint Hazard Control in Privately Owned Housing 14.900 621,936
Lead Hazard Reduction Demonstration Grant Program 14.905 339,782
Public Safety Partnership and Community Policing Grants 16.710 12,552
Edward Byrne Memorial Formula Grant Program 16.738 71,922
Cold Case Task Force 16.741 9,277
ARRA - Grants to Units of Local Government 16.804 119,914
ARRA - Energy Efficiency and Conservation Block Grant Program 81.128 44,944
Public Health Emergency Preparedness 93.069 768,819
Centers for Disease Control and Prevention Investigations and Technical Assistance 93.283 174,121
Outpatient Early Intervention Services - HIV Disease 93.918 108,581
HIV Prevention Activities 93.940 205,775
Total $8,717,887
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CITY OF AKRON, OHIO

NOTES TO SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2010

3.

LOANS OUTSTANDING

The City of Akron, Ohio, had the following loan balances outstanding at December 31, 2010, which
had continuing compliance requirements.

Federal Balance
Program Title CFDA No. Outstanding
Community Development Block Grants/Entitlement Grants 14.218 $ 66,898
Empowerment Zone Program 14.244 943,485
HOME Investment Partnership Program 14.239 3,502,877

11
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CITY OF AKRON
SUMMIT COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

OMB CIRCULAR A -133 § .505

DECEMBER 31, 2010

1. SUMMARY OF AUDITOR’S RESULTS

(Y@ Type of Financial Statement Opinion Unqualified
(d)(Q)(ii) Were there any material control weaknesses Yes
reported at the financial statement level
(GAGAS)?
(d)(Q)(ii) Were there any significant deficiencies in No
internal control reported at the financial
statement level (GAGAS)?
(d)(Q)(iii) Was there any reported material Yes
noncompliance at the financial statement level
(GAGAS)?
(d)(Q)(iv) Were there any material internal control No
weaknesses reported for major federal
programs?
(d)(Q)(iv) Were there any significant deficiencies in Yes
internal control reported for major federal
programs?
(d)(D)(v) Type of Major Programs’ Compliance Opinion Unqualified
(d)(D)(vi) Are there any reportable findings under Yes
§.510(a)?
(d)(Q)(vii) Major Programs (list): CFDA # 14.228 - Neighborhood
Stabilization Program;
CFDA # 14.257 - ARRA -
Homelessness Prevention and
Rapid Re-Housing Program;
CFDA # 14.900 - Lead-Based
Paint Hazard Control in Privately-
Owned Housing;
CFDA #16.710 - ARRA - Public
Safety Partnership and
Community Policing Grants;
CFDA # 20.205 - Highway
Planning and Construction
(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: >$ 1,435,494
Type B: all others
(d)(D)(ix) Low Risk Auditee? Yes

13




City of Akron

Summit County

Schedule of Findings and Questioned Costs
Page 2

2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

1. Appropriations Exceeding Available Resources

Finding Number 2010-01

NONCOMPLIANCE

Ohio Rev. Code Section 5705.36(A)(4) provides that upon a determination by the fiscal officer of a
subdivision that the revenue to be collected by the subdivision will be less than the amount included
in an official certificate and that the amount of the deficiency will reduce available resources below the
level of current appropriations, the fiscal officer shall certify the amount of the deficiency to the county
budget commission, and the commission shall certify an amended certificate reflecting the deficiency.

At December 31, 2010, the amount of fund level revenue deficiencies would reduce available
resources below the current level of appropriations as follows:

Available
Fund # Fund Name Resources Appropriations  Deficiency
1000 General $141,586,870 $142,223,919 $(637,049)
2080 Community Development 8,661,236 27,941,614  (19,280,378)
4050 Road & Bridge 8,815,224 10,785,372  (1,970,148)
4060 Streets (8,688,310) 12,366,316  (21,054,626)
4175 Economic Development 10,653,151 20,572,679 (9,919,528)
5000 Water 40,273,021 45,167,273 (4,894,252)
5005 Sewer 35,183,683 45,311,274  (10,127,591)
5030 Off-Street Parking 5,358,829 5,595,851 (237,022)

The City should record the estimated revenue available for expenditure from each fund, as certified
by the county budget commission, in the City’s Banner accounting system. The City also should
frequently compare actual revenues to estimated revenues and obtain a reduced amended certificate,
if necessary. Finally, the current level of appropriations should be reduced accordingly to prevent an
over-appropriation of funds.

Official’s Response: The City is comparing the estimated revenue available for each fund as certified by
the county budget commission with the appropriation ordinance. Historically, the City has not submitted
an amended official estimate of resources to the county budget commission. The City will implement a
procedure to align its appropriations with its official estimate of resources.

14



City of Akron

Summit County

Schedule of Findings and Questioned Costs
Page 3

2. Appropriations Exceeding Estimated Resources

Finding Number 2010-02

NONCOMPLIANCE

Ohio Rev. Code Section 5705.39 requires that total appropriations from each fund shall not exceed
the total of the estimated revenue available for expenditure from each fund, as certified by the budget

commission.

Total original appropriations exceeded total original estimated resources in the following funds:

Fund Name
Income Tax Collection
Emergency Medical Services
Community Development
Akron Metro Area Transportation Study
E.D.A. Revolving Loans
Police Grants
Various Domestic Violence
Health Grants
City Facilities Operating
Non-appropriated Capital Projects
Streets
Information Technology and Improvements

Original
Estimated

Original

Resources Appropriations Deficiency

$4,567,316 $

8,852,702
12,347,630
1,420,962
40,628
1,532,097
100,148
7,980,056
2,223,759
36,464
11,346,344
213,446

6,650,683 $(2,083,367)

12,069,977
22,966,615
1,708,641
50,000
3,691,175
126,582
8,586,422
12,573,002
2,130,382
19,166,317
231,903

(3,217,275)
(10,618,985)
(287,679)
(9,372)
(2,159,078)
(26,434)
(606,366)
(10,349,243)
(2,093,918)
(7,819,973)
(18,457)

Total final appropriations exceeded total final estimated resources in the following funds:

Fund Name
Income Tax Collection
Emergency Medical Services
Special Assessment
Community Development
Akron Metro Area Transportation Study
E.D.A. Revolving Loans
Police Grants
Various Domestic Violence
Health Grants
City Facilities Operating
Non-appropriated Capital Projects
Road and Bridge Improvement
Streets
Information Technology and Improvements

Final
Estimated

Final

Resources Appropriations Deficiency

$4,567,316 $

8,852,702
1,490,736
12,347,630
1,420,962
40,628
1,532,097
100,148
7,980,056
2,223,759
36,464
10,626,211
11,346,344
213,446

15

5,749,683 $(1,182,367)

12,819,977
1,508,061
27,941,615
1,708,641
50,000
3,911,175
126,582
8,586,442
20,473,002
4,580,382
10,785,371
12,366,317
231,903

(3,967,275)
(17,325)
(15,593,985)
(287,679)
(9,372)
(2,379,078)
(26,434)
(606,386)
(18,249,243)
(4,543,918)
(159,160)
(1,019,973)
(18,457)




City of Akron

Summit County

Schedule of Findings and Questioned Costs
Page 4

2. Appropriations Exceeding Estimated Resources (continued)

Ensuring total appropriations from each fund do not exceed the total official estimate or amended
official estimate is not only required by statute, but is a key control in the budgetary process to assure
funds are not appropriated to be spent when there are not adequate resources available. To improve
control over the budgetary process and to help avoid overspending, we recommend the Director of
Finance compare estimated resources to appropriations each time an amendment is made to these
amounts. This comparison should be documented to ensure appropriations do not exceed estimated

resources.

Official’s Response: The City is comparing the estimated revenue available for each fund as
certified by the county budget commission with the appropriation ordinance. Historically, the City has
not submitted an amended official estimate of resources to the county budget commission. The City
will implement a procedure to align its appropriations with its official estimate of resources.

3. Negative Cash Fund Balances

Finding Number 2010-03

NONCOMPLIANCE

Ohio Rev. Code Section 5705.10(H) requires that monies paid into any fund be used only for the
purposes for which such fund is established. As a result, a negative fund balance indicates that
money from one fund was used to cover the expenses of another fund.

At December 31, 2010, the following funds (aggregated at the level used for preparing the financial

statements) had negative cash fund balances:

Fund Fund Cash
Number Name Balance
2005 Emergency Medical Service $ (3,590,206)
2030 Street & Highway Maintenance (1,306,868)
2080 Community Development (4,240,685)
2085 Air Pollution Control (235,462)
2127 AMATS. (412,364)
2200 Special Revenue Loans (34,371)
2295 Police Grants (443,430)
2300 Various Domestic Violence (274,155)
2320 Equipment & Facilities Operating (19,342,296)
4048 Non-appropriated Capital Projects (3,377,852)
4060  Streets (13,026,202)
4150 Information Technology and Improvements (370,338)
4175 Economic Development (1,475,315)
5005  Sewer (1,892,290)
5015 Golf Course (739,822)
6000 Motor Equipment (1,042,157)
6010 Storeroom (908,396)
6025 Engineering (580,466)
6030 Data Processing (2,349,925)
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City of Akron

Summit County

Schedule of Findings and Questioned Costs
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3. Negative Cash Fund Balances (continued)

Negative cash fund balances are an indication that revenues from other sources were used to pay
obligations of these funds. Additionally, money spent for purposes other than specified in grant
agreements could result in the loss of future grant awards.

For reporting purposes, the deficit cash balances were reported as part of the “Due to Other Funds”
liability, and funds with positive cash balances offsetting these deficits reported a “Due from Other
Funds” asset. Since the City’s cash is pooled, there was no method to determine which funds’ cash
was used to offset the deficit balances and consequently the “Due from Other Funds” amounts
related to the deficit cash balances were assigned by the City using certain assumptions.

Maintaining positive cash fund balances is not only required by statute, but is a key control in the
cash management process to assure funds are available to pay obligations. To improve controls over
cash management and disbursements and to help reduce the possibility of the City’s funds not having
adequate balances to pay incurred obligations, we recommend the City monitor fund activity to
prevent future expenditures in excess of available resources. In those cases where additional funds
are required, the resources should either be transferred or advanced to the fund in accordance with
the Ohio Rev. Code. Use of formal advances, approved by the City Council, will allow management
to determine exactly which fund’s cash is being used to offset deficit cash balances. This should help
ensure compliance with grant and other funding restrictions as well as provide a reasonable basis for
assigning “Due from Other Funds” receivables.

Official's Response: The City has been implementing changes in its accounting procedures to
minimize the number of funds with negative cash balances. Much of this information has already
been shared with the Auditor of State’s staff. Significant progress towards resolving the current
negative cash balances has occurred, the City will diligently continue to attempt to resolve existing
negative cash balances, and the City will attempt to prevent future negative cash balances.

4. Restatement of Beginning Balances

Finding Number 2010-04

MATERIAL WEAKNESS

Various capital project costs incurred prior to 2010 were reimbursed during 2010 with revenue from
funds other than the funds incurring the original cost. This resulted in restating fund balances as of
January 1, 2010 by a total of $9,202,513 in ten different funds to properly reflect the reimbursement
with the project costs in the same year. This includes a material restatement of $3,433,220 in the
Income Tax Capital Improvement major fund.

We recommend capital project costs be charged, as they are incurred, to the funds intended to pay
for the projects; thereby, eliminating the need for reimbursements or possible illegal transfers at a
later date. If projects are intended to be charged to various funds, the projects should be budgeted in
advance to determine how much should be charged to each fund as invoices are paid.

Official’s Response: The City has experienced significant reduction in staffing causing the delay in
reimbursing capital project funds. In addition, capital projects typically have multiple revenue sources
which, historically, the City reimbursed after the payment of invoices. The City is working on internal
procedures to either eliminate the need for such reimbursements in the future or to cause the
reimbursements to occur in a more timely manner.
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5. Financial Statement Adjustments

Finding Number 2010-05

MATERIAL WEAKNESS

The financial statements were adjusted to correct the following issues, identified during our testing:

The activity for the 2010 CLC Income Tax Revenue Bonds was incorrectly accounted for in the
CLC Bond Payment Fund then transferred to the CLC Fund, instead of accounting for the
activity directly in the CLC Fund.

The City accounted for numerous receipts in improper revenue accounts.
The City accounted for various current year, interfund expenditure reimbursements by
correctly debiting an expenditure account in the fund making the reimbursement, but

incorrectly crediting a revenue account for the fund receiving the reimbursement.

The City’s bond payment fund trials incorrectly included unsupported Interest Revenue and
Interest Expense balances.

The City incorrectly reversed a prior year audit adjustment to properly recognize as deferred
revenue certain grant receipts received outside the available period on the modified accrual
statements.

The City did not eliminate certain intrafund activity.

The City incorrectly capitalized the assets associated with a 2009 capital lease twice.

The City incorrectly capitalized, as an Intangible Asset, a telecommunications company
expenses for moving cables located on an easement.

The City incorrectly included homestead and rollback revenue in the calculation of Property
Taxes Receivable.

The City’s Income Taxes Receivable calculation for the General Fund and Income Tax Capital
Improvement Fund incorrectly included the amount collected for the CLC levy.

The City incorrectly excluded Shared Revenues received in the subsequent year from its
Shared Revenue Receivable estimate calculation.

The City incorrectly excluded payments received during the current year for prior year services
from its master meter Utilities Receivable calculation.

The City incorrectly did not recognize the “bump” portion of its Accounts Payable accruals (an
estimate of the remaining payables that will be paid from March through December of the
subsequent year) on the modified accrual statements.

The City incorrectly used the 2009 debt service fund balances to calculate the 2010 Net
Assets, Restricted for Debt Service balance.

The City incorrectly allocated certain Shared Revenue Receivables between Shared Revenue
and Deferred Revenue
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5. Financial Statement Adjustments (continued)

e The City incorrectly accounted for the net proceeds from the issuance of the 2010 CLC
Income Tax Revenue Bonds as Shared Revenue in the CLC Bond Payment Fund, despite the
proceeds already being accounted for as Proceeds from the Issuance of Bonds.

e The City incorrectly reported OPWC on-behalf revenues as receivable at fiscal year end, even
though the on-behalf benefits were actually received in prior fiscal years.

e The City’s Banner System receivables/payables do not represent actual transactions, they are

used only for informational purposes, so they must be eliminated for financial reporting
purposes. The City incorrectly eliminated a receivables balance.

The issues noted above resulted in the following gross adjustments to the financial statements:

No. of Amount of

Opinion Unit Adj. Made Adj. Made
Governmental Activities 8 $ 61,320,002
General Fund 6 3,717,991
CLC Fund 2 45,100,024
Income Tax Capital Improvement Fund 4 11,188,697
Water Fund 2 1,287,377
Sewer Fund 1 866,227
Off-Street Parking Fund 1 53,449
Remaining Fund Info. 26 119,220,022
Total Adjustments Made 50 $ 242,753,789

Furthermore, our financial statement testing resulted in the following gross adjustments reported to
management as unadjusted items:

Proposed Amount
Opinion Unit Adjustments Proposed
Governmental Activities 2 $ 5,530,284
General Fund 1 94,455
CLC Fund 1 208,320
Income Tax Capital Improvement Fund 2 465,131
Water Fund 4 1,993,146
Sewer Fund 3 2,647,037
Off-Street Parking Fund 1 505,630
Remaining Fund Info. 9 21,409,882
Total Unadjusted Items 23 $ 32,853,885

The City should exercise due care when compiling and posting its financial activity to help ensure the
financial statements are accurate. Management should review the GAAP and cash-basis journal
entries and draft financial statements to help ensure they are supported by sufficient documentation,
reconciled to the trial balances, free of obvious errors and omissions, and consistent with their
financial expectations. In addition, the City should consider contracting with an independent
consultant to perform a technical review of the draft financial statements and supporting work papers.
These procedures should help avoid financial statement errors and help ensure more accurate
financial reporting.
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5. Financial Statement Adjustments (continued)

Official’s Response: The City’'s Audit and Budget Division experienced a significant reduction in
staffing over the last few years, and has also recently experienced several unexpected extended
medical leaves. The City is in the process of increasing the Audit and Budget Division staff which
should alleviate these issues.

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

1. Allowable Costs/Cost Principles - COPS Grant

Finding Number 2010-06

CFDA Title and Number ARRA - Public Safety Partnership and Community
Policing Grants — CFDA # 16.710

Federal Award Number / Year 2010

Federal Agency U.S. Department of Justice

Pass-Through Agency N/A

QUESTIONED COST, NONCOMPLIANCE AND SIGNIFICANT DEFICIENCY

42 U.S.C. 3796dd(b) authorized U.S. Department of Justice, Public Safety Partnership and
Community Policing Grants (COPS) funding for approved entry-level salaries and fringe benefits of
newly hired or rehired full-time officers for 36 months of grant funding. The approved entry-level
salaries and fringe benefits are based on a grantee agency’s actual entry-level sworn officer salary
and fringe benefit costs and are identified on the Final Financial Clearance Memorandum (FCM) that
is sent to the grantee agency. Any additional costs for higher than entry-level salaries and fringe
benefits will be the responsibility of the grantee agency. The City's Police Department was awarded a
Community Oriented Policing Services Hiring Recovery Program (CHRP), a subgrant of the ARRA -
COPS grant awarded authorized by 42 U.S.C. 3796dd(b). The CHRP's FCM included a Final
Funding Memorandum (FFM) outlined the final approved officer salary and fringe benefits categories
and amounts.

During 2010, the City was reimbursed for the maximum FFM approved salaries amount for 17
officers; however, the actual salaries paid for those officers were a combined $47,101 less than the
FFM approved salaries amount. In addition, the City was reimbursed for the maximum FFM
approved benefits amount for 21 officers; however, the actual benefits paid for those officers were a
combined $45,007 less than the FFM approved benefits amount.

In total, we noted the City was reimbursed for a combined $92,108 in excess salaries and benefits,
which is in excess of $10,000 and therefore considered questioned costs under OMB Circular
A1338__ .510(a)(3).

The City’s Police Department should review all reimbursement requests to help ensure they are

based on actual costs and the actual costs are within the cost categories and financial limitations
outlined by the grant.
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1. Allowable Costs/Cost Principles - COPS Grant (continued)
Official’s Response/Corrective Action Plan:

A. Name of Contact Person: Diane L. Miller-Dawson, Director of Finance

B. Corrective Action Plan: The City will review salary and benefit amounts, per person, before
each quarterly report is submitted to assure this does not occur.

C. Proposed Completion Date: The issue will be resolved during the 2011 reporting period.
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CITY OF AKRON
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SCHEDULE OF PRIOR AUDIT FINDINGS

DECEMBER 31, 2010

Finding
Number

Finding
Summary

Fully
Corrected?

Not Corrected, Partially
Corrected; Significantly
Different Corrective Action
Taken; or Finding No Longer
Valid; Explain

2009-001

Ohio Rev. Code Section
5705.10 (H) — Certain
funds had negative cash
fund balances which
indicates that money from
one fund was used to
cover the expenditures of
another fund.

No

Not Corrected, reissued as
Finding 2010-03

2009-002

Ohio Rev. Code Section
5705.39 — Certain funds
had total appropriations
that exceeded total
estimated resources.

No

Not Corrected, reissued as
Finding 2010-02

2009-003

Ohio Rev. Code Section
5705.36(A)(4) Certain
funds had total
appropriations that
exceeded available
resources.

No

Not Corrected, reissued as
Finding 2010-01
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DEPARTMENT OF FINANCE
205 Municipal Building / 166 South High Street / Akron, Ohio 44308
(330) 375-2316 FAX: (330) 375-2291

August 15, 2011

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, 2010. This report presents financial and operating
information about the City’s activities during 2010 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 2010 Census population of
199,110. 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, employee benefits, 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 decreased by approximately .7% in 2010. On a cash basis for 2010, property
taxes in the general fund decreased by 3.2% and the state’s local government revenue to the City
increased by approximately 1.3%. Income tax receipts from the 12 largest economic sectors in
the City have increased by 4.78% since 2006 and, combined, account for nearly 85% of total tax
collections. Receipts from the 12 fastest growing economic sectors have increased by 10.27%.
No one sector makes up more than 20.85% of the total collected.

Despite the economy in 2010, the City of Akron remains in a stable financial state. Efforts to
reduce expenses and operate more efficiently have allowed the City to function at a continuously
high service level at lower costs. These efforts ensure the City will be in strong position for
growth as the economy rebounds. The revenue collected from the four Joint Economic
Development Districts (JEDDs) 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 (3.46% of the general fund revenues)
is under the City’s 5% threshold policy guidelines set by the Administration for budgetary and
planning purposes. 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 the 2% income tax (the City’s largest revenue source)
used specifically for City services, 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 parts: creating
and retaining jobs, neighborhood growth and security, and alliance with other governments.

In 2010, Akron’s Biomedical Corridor was designated as a “Biomaterials Commercialization
Hub” by the State of Ohio and recognized by Governor Ted Strickland as an Ohio Innovation
Hub for Biomaterial commercialization focusing on orthopedics and wound healing. Created in
2006, the Biomedical Corridor aims to grow early-stage companies into nationally known brands
while providing jobs locally. This past year, the City hosted a delegation from the Finland
Funding Agency for Technology and Innovation, known as TEKES, in an effort to draw several
companies to the Corridor. TEKES is now promoting Akron as a principal biomedical center.
The Austen Biolnnovation Institute is in the process of transforming the Summit County Jobs &
Family Services Building on North Main Street in the Corridor into its new headquarters with
laboratories and classrooms for use by researchers and students from NEOUCOM.

The City continues to aggressively market itself through trade shows and partnerships with the
Greater Akron Chamber, NEOTEC, TeamNEO and Team Ohio. Its international marketing
strategy continues to evolve with technology incubators in Israel, Germany, India, Finland and
China. These marketing efforts help Akron to have a presence on the global stage to attract its
share of investment money and jobs. In 2010, FMI Technologies, a medical imaging start-up
company in Akron’s Global Business Accelerator, received a foreign direct investment of $18
million from an investor group in Shanghai, China. The City also attracted the German-based
company Roechling Automotive USA to the Massillon Road Industrial Park creating more than
100 new jobs. In total, the City of Akron has attracted thirty companies from Europe, Asia and
Israel bringing in over 2,000 jobs.

The construction of the Bridgestone Technical Center is well under way, and the facility will
open in 2012. Bridgestone is constructing a 240,000 square foot, $100 million state-of-the-art



technical center on South Main Street across from Firestone Stadium. The project ensures the
retention of 1,000 jobs in the City and has created 150 daily construction jobs. Also, financing
has been secured to continue the Goodyear World Headquarters project on “Innovation Way” in
East Akron. Ground breaking took place in early 2011 on the $110 million campus. With the new
headquarters, the City will retain 3,000 jobs and create 300 daily construction jobs. Keeping
these two iconic companies provides a bridge between Akron’s past and future.

The City of Akron committed more than $11 million in the Neighborhood Stabilization Program
in 2010, which allowed the City to perform hundreds of inspections and blight evaluations for
housing. The City also rehabilitated 25 homes, built 13 new, energy-efficient homes and
marketed 38 homes for sale through the program. The City funded $500,000 for Washington
Homes, the East Akron Neighborhood Development Corporation’s new 34 unit rental housing
complex , using federal HOME funds. Also, the City improved neighborhoods with the
demolition of 390 structures and the sale of 15 lots to private developers and non-profit agencies
for new housing.

The City continues to strive to make its existing communities stronger. Construction of the 21
new Community Learning Center was completed in 2010. The City’s PeaceMaker’s group,
which consists of youths in grades 9 through 12 in the Akron area, was involved in more than 25
volunteer and service projects working with the Akron Police Department, Juvenile Court, Akron
Bar Association, United Way and InfoLine. The City hosted its first All-American Baseball and
Softball parade, combining several neighborhood parades into one downtown event. The City
observed its fourth annual Neighbor’s Day Akron in May to bring communities closer together.

The City continues to work to protect and secure its citizens. The City upgraded the Police
Department’s Computer Forensics Unit with state-of-the-art computer processing and analyzing
equipment. On its website, the City created a link that allows mug shots and other critical photos
such as composite sketches, bank robbery photos and missing person photos to be entered online.
Working with other area agencies, the City broke up a countywide serial burglary operation in
2010. The City continued work on crime reduction in the Summit Lake area where overall crime
rates have dropped 12%.

Effective January 1, 2011, the City combined health services with Summit County in the Summit
County Health District. The city of Barberton joined in 2010 as well. The City has ongoing
police collaborations with the County and continues to discuss ways to leverage Akron’s
investment in its 9-1-1 dispatch center to provide services to the County and other safety services
in the area. The City expanded the vehicle maintenance, fuel and truck washing services of the
Motor Equipment Division to help other jurisdictions including the University of Akron, Summit
County, Summit County Engineer, AMHA and ODOT. Internally, the City merged the Housing
and Customer Service Divisions to enhance nuisance control services. Further consolidation of
duties are occurring for engineering services, snow plowing and vehicle maintenance.

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 2010, the City had 27 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 2010, 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 2010, the City had 9 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 2010, 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. During 2010, the City had two
Agency Funds.

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
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advantage of State of Ohio investment opportunities. However, the local investment policy
continues to be conservative with the highest priority given to safeguarding assets. For 2010,
investment interest income averaged a yield of 1.53% compared to a yield of 1.44% in 2009.
The interest earnings are maximized by investing to projected payment dates on a competitive
bid basis and by investing bank balances daily.

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 Dave Yost and his 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, 2009.

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
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conform to program standards. Such a CAFR 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 of Akron, Ohio, has received Certificates of Achievement for the last
26 consecutive years (1984 through 2009). We believe our current report continues to conform
to the Certificate of Achievement program requirements, and we are submitting it to GFOA.

Acknowledgments

The 2010 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
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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,
Diane L. Miller-Dawson

Director of Finance
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Dave Yost - 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, 2010, 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, 2010, 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.

As described in Note 26 to the financial statements, the City adjusted various beginning fund balances at
January 1, 2010 for capital projects reimbursements.

In accordance with Government Auditing Standards, we have also issued our report dated August 15,
2011, 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.

101 Central Plaza South, 700 Chase Tower, Canton, Ohio 44702-1509
Phone: 330-438-0617 or 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

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

We conducted our audit to opine on the financial statements that collectively comprise the City’s basic
financial statements taken as a whole. The introductory section, the financial section’s combining
statements, individual fund statements and schedules, and the statistical section information provide
additional analysis and are not a required part of the basic financial statements. The financial section’s
combining statements, individual fund statements and schedules are management’s responsibility, and
were derived from and relate directly to the underlying accounting and other records used to prepare the
basic financial statements. These statements and schedules were subject to the auditing procedures we
applied to the basic financial statements. We also applied certain additional procedures, including
comparing and reconciling this information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, in accordance with
auditing standards generally accepted in the United States of America. 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 section information to the auditing procedures applied
in the audit of the basic financial statements and, accordingly, we express no opinion or any other
assurance on them.

)

Dave Yost
Auditor of State

August 15, 2011 except for footnote 28 for which the date is September 30, 2011
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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,
2010. Please read it in conjunction with the transmittal letter on page 7 and the City’s
financial statements, which begin on page 34.

FINANCIAL OVERVIEW

¢ The assets of the City of Akron, Ohio exceeded its liabilities at December 31, 2010
by $719,107,534 (net assets). Of this amount $100,666,098 is restricted for debt
service.

o The City’s total net assets increased by $4,984,806 during the current year.
Governmental activities’ total net assets decreased by $6,100,006 and the business-
type activities’ total net assets increased by $11,084,812.

e As of the close of the current fiscal year, the City of Akron’s governmental funds
reported combined ending fund balances of $140,708,186, an increase from the
prior year which is attributed to the reimbursement for federally funded stimulus
programs along with the issuance of bonds.

o At the end of the current fiscal year, unreserved fund balance for the general fund
was $4,967,367, or 3.69% of total general fund expenditures.

e The City of Akron’s total long-term debt increased by $49,767,399 (7.0%) during
the current year. During 2010, the City of Akron issued $80,090,000 in General
Obligation Bonds and $45,000,000 in Income Tax Revenue Bonds. Also during
the year, the City retired $34,309,527 of General Obligation 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 the financial position of the
City of Akron.
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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 48 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, the
Community Learning Centers (CLC) Fund and the Income Tax Capital Improvement
Fund, which are considered to be major funds. Data from the other governmental funds
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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 and internal service funds. Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial
statements. The City 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 — 42 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 43 — 44 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 45-101
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
(RSI) can be found on pages 103-107 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 110-177 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
$719,107,534 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 (12%) is restricted for the payment
of debt service.

The City’s net assets increased by $4,984,806 during the current year. The net assets of the
governmental activities decreased by $6,100,006 and business-type activities increased by
$11,084,812.
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Summary Statement of Net Assets
as of December 31, 2009 and 2010
(in thousands)

Governmental Activities Business-type Activities Total

2009 2010 2009 2010 2009 2010
Assets:
Current and other assets $ 341,610 $ 380,693 $ 28293 $ 35345 $ 369,903 $ 416,038
Capital assets 910,373 953,795 480,094 476,516 1,390,467 1,430,311
Total assets $ 1,251,983 $ 1,334,488 $ 508,387 $ 511,861 $ 1,760,370 $ 1,846,349
Liabilities:
Long-term liabilities 653,330 762,126 112,463 104,825 765,793 866,951
Other liabilities 259,650 239,459 20,805 20,832 280,455 260,291
Total liabilities $ 912,980 $ 1,001,585 $ 133,268 $ 125,657 $ 1,046,248 $ 1,127,242
Net assets:
Invested in capital assets
net of related debt 325,086 320,611 364,052 368,334 689,138 688,945
Restricted 46,034 76,133 11,601 11,956 57,635 88,089
Unrestricted (32,117) (63,841) (534) 5914 (32,651) (57,927)
Total net assets $ 339,003 $ 332,903 $ 375,119 $ 386,204 $ 714,122 $ 719,107

Governmental activities. Changes in net assets before transfers was a decrease in the
amount of $5,707,000.

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 also has ongoing capital
projects that are debt-financed.

The following table shows total revenues for 2010 were $368,225,000 which reflects an
increase from the prior year. Significant sources of revenue include Charges for services
and Operating grants and contributions, increasing by $15,050,000 and $16,918,000,
respectively. Expenses for 2010 were higher from 2009 by approximately $28.9 million.
Even as the City monitored spending, the expenditures for public service and general
government show an increase relating to existing commitments, grant related expenditures,
and federally funded projects. Key events contributing to the changes are as follows:

¢ The changes in revenue are attributed to the change in the state of the economy.
Unemployment shows a slight decrease to just below 10% which is a result of
staffing needs for federally funded projects.

e A significant portion of the increase in Public service relates to the federal
Neighborhood Stabilization Program (NSP) program and American Recovery and
Reinvestment Act (ARRA) funded projects.

23



Revenues:
Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Income taxes
Property taxes
JEDD revenues
Investment earnings
Unrestricted shared revenues
Miscellaneous
Gain on sale of capital assets
Total revenues

Expenses:
General government
Public service
Public safety
Community environment
Public health
Recreation and parks
Interest on debt
Unallocated depreciation
Water
Sewer
Oil & gas
Golf course
Airport
Off-street parking

Total expenses

Changes in net assets before
transfers

Transfers

Changes in net assets

Net assets - beginning

Net assets - ending

Changes in Net Assets

For Fiscal Year Ended December 31, 2009 and 2010

(in thousands)
Governmental Activities Business-type Activities Total

2009 2010 2009 2010 2009 2010
$ 35024 $ 50,074 $ 74509 $ 85406 $ 109,533 $ 135480
21,601 38,519 - - 21,601 38,519
26,257 38,468 6,601 5,838 32,858 44,306
120,914 119,258 - - 120,914 119,258
28,160 29,014 - - 28,160 29,014
15,603 15,191 - - 15,603 15,191
2,411 534 11 7 2,422 541
60,374 57,043 - - 60,374 57,043
13,833 20,122 1,558 2,824 15,391 22,946
- 2 - - - 2
$ 324177 $ 368,225 $ 82,679 $ 94,075 $ 406,856 $ 462,300
$ 43,879 $ 57325 $ - $ - $ 43,879 $ 577325
80,173 104,776 - - 80,173 104,776
123,812 112,984 - - 123,812 112,984
35,724 34,804 - - 35,724 34,804
16,833 16,585 - - 16,833 16,585
6,271 5,705 - - 6,271 5,705
24,195 27,012 - - 24,195 27,012
14,158 14,741 - - 14,158 14,741
- - 33,622 34,400 33,622 34,400
- - 34,847 39,299 34,847 39,299
- - 123 479 123 479
- - 1,327 1,270 1,327 1,270
- - 696 686 696 686
- - 6,797 7,249 6,797 7,249
345,045 373,932 77.412 83,383 422,457 457,315
(20,868) (5,707) 5,267 10,692 (15,601) 4,985
(890) (393) 890 393 - -
$ @L758) §$§ (61000 § 6,157 $ 11,085 $ (15601) $ 4,985
360,761 339,003 368,962 375,119 729,723 714,122
$ 339,003 $ 332,903 $ 375,119 $ 386,204 $ 714,122 $ 719,107
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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.
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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 $140,708,186, an increase in comparison to the prior
year. The unreserved fund balance at the end of the current year is $96,896,204. 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 ($24,010,904), (2) to reserve for loans receivable ($16,715,433) and (3) to
reserve for assets held for resale ($3,085,645). The City’s major governmental funds are
the General Fund, the Community Learning Centers (CLC) Fund and the Income Tax
Capital Improvement 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 $4,967,367, while the
total fund balance is $6,089,582. 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 3.69% of total General Fund
expenditures, while total fund balance represents 4.52% of that same amount.

The fund balance of the City of Akron’s General Fund increased by $2,144,034 during the
current fiscal year. Key factors in this change are as follows:

e Revenues as a whole decreased by $4,552,625 from the prior year. The decrease is
mainly due to the decrease in Shared revenues and Charges for services.

e Expenditures decreased by 9.35% during the current year due primarily to the cost
containment efforts regarding payments to employees which also impact associated
benefits.

¢ General Fund revenues exceeded expenditures before transfers for 2010 by
$7,549,594 primarily due to the reduction in expenditures.

e The practice of transferring monies from the General Fund, $5,405,560 in 2010, 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.

The Community Learning Centers Fund has a total fund balance of $95,667,171. The net

increase in the Community Learning Centers Fund from the prior year was $6,008,972
which is attributed to the issuance of income tax revenue bonds of $45,000,000.
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The Income Tax Capital Improvement Fund has a total fund balance of $12,045,876.
Expenditures exceeded revenue by $3,437,562 in 2010 attributing to the decrease in the
fund balance. The Fund is responsible for debt service payments and relies heavily on the
collection of Income taxes.

Other Governmental Funds have a combined fund balance of $26,905,557. The increase in
the combined fund balance was $45,055,986. This majority of the change is attributed to
capital project funds. The City has been diligent in addressing the capital project funds as
reflected in the Net change in fund balance in the following: Streets Fund accounts for
over $6.5 million, Public Facilities and Improvements Fund accounts for approximately
$10 million, and the Economic Development Fund over $4.6 million.

GENERAL FUND BUDGETARY OVERVIEW

During the year, actual revenues and other sources were under budgetary estimates by
$6,818,876 (4.55%). Income tax revenue, the major revenue source, was significantly
lower than the budgeted amount by $3,663,646. Inheritance tax and Service revenues
during 2010 were also lower than budgeted by $1,991,653 and $1,470,966, respectively.

Through restraint on spending, the revised final budget for expenditures remained the same
as the original budget amount within the fund as a whole. The actual expenditures were
slightly under the actual revenues by $1,551,009.

Key events contributing to the changes in the General Fund budget amounts are as follows:

e The shortfall of total revenues compared to budgeted amounts is a result of the
global economic conditions. In response, the City implemented restraint on
spending.

e All of the increases to the budget were initiated with corresponding decreases
keeping the total General Fund budget at the original budgeted level.

e Costs were controlled during the year through bargaining union concessions,
elimination of vacation sell and longevity program for non-bargaining, and
mandatory furlough.
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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
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FINANCIAL ANALYSIS OF THE PROPRIETARY FUNDS

Business-type activities. Business-type activities increased the City of Akron’s net assets
by $11,084,812 compared to an increase of $6,157,046 in the prior year. Total program
revenues increased by $10,133,980 coupled with an increase in expenses of $5,970,838
account for the change in net assets.

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 was $6,048,206; for the
Sewer fund was $3,189,845, and for the Off-Street Parking fund was $139,858. The
increase reported in net assets for the Water and Sewer Funds were $1,089,652 and
$10,046,676, respectively. The decrease reported in net assets for Off-Street Parking was
$427,787.

The Water Department services the City and 11 surrounding communities which account
for 84,348 customer accounts and 1,223 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 78,985 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 experienced a slight increase in charges for services revenue
and operating expenses. The decrease in net assets directly relates to a lower amount of
capital contributions compared to prior year.
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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, 2010, amounts to $1,430,310,919 (net of
accumulated depreciation). This investment in capital assets includes land, construction in
progress, buildings, improvements other than buildings, equipment, and infrastruc<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>