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Auditor of State
Betty Montgomery

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 City of Akron, Summit County, Ohio, (the City)
as of and for the year ended December 31, 2005, which collectively comprise the City’s basic financial
statements and have issued our report thereon dated June 29, 2006. 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 to
determine our auditing procedures in order to express our opinions on the financial statements and not to
opine on the internal control over financial reporting. Our consideration of the internal control would not
necessarily disclose all matters in the internal control over financial reporting that might be material
weaknesses. A material weakness is a reportable condition in which the design or operation of one or
more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts material to the financial statements we audited may
occur and not be timely detected by employees when performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider material
weaknesses. In a separate letter to the City’s management dated August 15, 2006, we reported other
matters involving internal control over financial reporting we did not deem reportable conditions.

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 that we must report under Government Auditing Standards which are
described in the accompanying Schedule of Findings and Questioned Costs as items 2005-001 to 2005-
003. In a separate letter to the City’s management dated August 15, 2006, we reported other matters
related to noncompliance we deemed immaterial.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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We intend this report solely for the information and use of management, City Council, federal awarding
agencies, and pass-through entities. It is not intended for anyone other than these specified parties.

Tt hamtgmeny

Betty Montgomery
Auditor of State

June 29, 2006



Auditor of State
Betty Montgomery

INDEPENDENT ACCOUNTANTS’ REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH 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 apply to each of its major federal programs for the year ended December 31,
2005. 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 contained in Government Auditing
Standards issued by the Comptroller General of the United States; 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
types of 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 apply to each of its major federal programs for the year ended December 31, 2005. However, the
results of our auditing procedures disclosed instances of noncompliance with those requirements that OMB
Circular A-133 requires us to report, which are described in the accompanying Schedule of Findings and
Questioned Costs as items 2005-005 through 2005-009. In a separate letter to the City’s management
dated August 15, 2006, we reported other matters related to federal noncompliance not requiring inclusion
in this report.

Internal Control Over Compliance

The City’s management is responsible for establishing and maintaining effective internal control over
compliance with 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
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.

101 Central Plaza South / 700 Chase Tower / Canton, OH 44702
Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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We noted a certain matter involving the internal control over compliance and its operation that we
consider a reportable condition. Reportable conditions involve matters coming to our attention relating to
significant deficiencies in the design or operation of the internal control over compliance that, in our
judgment, could adversely affect the City’s ability to administer a major federal program in accordance
with applicable requirements of laws, regulations, contracts, and grants. A reportable condition is
described in the accompanying Schedule of Findings and Questioned Costs as item 2005-004.

A material weakness is a reportable condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants caused by error or fraud that would be
material in relation to a major federal program being audited may occur and not be timely detected by
employees when performing their assigned functions. Our consideration of the internal control over
compliance would not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all matters in the internal control that might be
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are
also considered material weaknesses. We do not believe the reportable condition described above is a
material weakness.

Supplemental Schedule of Expenditures of Federal Awards

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 as of and for the year
ended December 31, 2005, and have issued our report thereon dated June 29, 2006. Our audit was
performed to form an opinion on the financial statements that collectively comprise the City’s basic
financial statements. The accompanying Supplemental Schedule of Expenditures of Federal Awards
provides additional information as required by OMB Circular A-133 and is not a required part of the basic
financial statements. We subjected this information to the auditing procedures applied in the audit of the
basic financial statements. In our opinion, this information is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.

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

awarding agencies, and pass-through entities. It is not intended for anyone other than these specified
parties.

Tty Iwtgmsny

Betty Montgomery
Auditor of State

August 15, 2006, except for the Supplemental Schedule of Expenditures of Federal Awards which is
dated on June 29, 2006



CITY OF AKRON, OHIO

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2005

Federal Federal
Federal Grantor/Pass-Through Grantor/Program Title CFDA No. Expenditures
DEPARTMENT OF AGRICULTURE
From the Ohio Department of Health:
Special Supplemental Nutrition Program for Women, Infants, and Children (WIC)
Child Nutrition Cluster: 10.557 $ 1,517,769
Summer Food Service Program for Children 10.559 145,861
Total Department of Agriculture T 1,663,630
DEPARTMENT OF COMMERCE
Direct Programs:
Industrial Park Roadway - Utility Improvements 11.300 1,272,900
Total Department of Commerce 1,272,900
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Programs:
CDBG - Entitlement and (HUD-Administered) Small Cities Cluster:
Community Development Block Grants/Entitlement Grants 14.218 9,728,936
Emergency Shelter Grants Program 14.231 283,176
HOME Investment Partnership Program 14.239 3,195,185
Lead-Based Paint:
Lead-Based Paint Hazard Control in Privately-Owned Housing 14.900 678,109
Lead Hazard Reduction Demonstration Grant Program 14.905 380,672
Total Department of Housing and Urban Development T 14266078
DEPARTMENT OF THE INTERIOR
Direct Programs:
National Park Service 15919 195,300
Total Department of the Interior - 195300
DEPARTMENT OF JUSTICE
Direct Programs:
Juvenile Accountability Incentive Block Grants 16.523 1,964
Juvenile Justice and Delinquency Prevention Allocation to States 16.540 2,842
Byrne Formula Grant Program 16.579 41,483
Local Law Enforcement Block Grants Program 16.592 350,116
From the Governor's Office of Criminal Justice Services:
Executive Office for Weed and Seed 16.595 1,197
Public Safety Partnership and Community Policing Grants 16.710 52,341
Total Department of Justice T 449943



CITY OF AKRON, OHIO

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2005

Federal Grantor/Pass-Through Grantor/Program Title

DEPARTMENT OF TRANSPORTATION
From the Ohio Department of Highway Safety:

State and Community Highway Safety

Highway Planning and Construction:
Akron Metropolitan Area Transportation Study
ODOT - South Arlington Signals
ODOT - Bettes Corners Bridges
ODOT - Bettes Corners/Carnegie Avenue/South Hawkins Avenue Loan Agreement
ODOT - City Sidewalk Accessibliltiy
ODOT - High Street Viaduct
ODOT - South Main Street

Total CFDA No. 20.205
Total Department of Transportation

ENVIRONMENTAL PROTECTION AGENCY
From the Ohio E.P.A.:
Air Pollution Control Program Support
Surveys - Studies - Investigations and Special Purpose
Total Environmental Protection Agency

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

Acquired Immunodeficiency Syndrome (AIDS) Activity
Childhood Lead Poisoning Prevention Projects - State and Local
Childhood Lead Poisoning Prevention and Surveillance of Blood Levels in Children
Immunization Grants
Centers for Disease Control and Prevention Investigations and Technical Assistance
Refugee and Entrant Assistance Discretionary Grants
Katrina Relief Reimbursement
Grants to Provide Outpatient Early Intervention Services with Respect to HIV Disease
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

Dental Sealant Grant

Total CFDA No. 93.994
Total Department of Health and Human Services

Federal
CFDA No.

20.600

20.205
20.205
20.205
20.205
20.205
20.205
20.205

66.001
66.606

93.118

93.197
93.268
93.283
93.576
93.776
93.918

93.940
93.959
93.977
93.991

93.994
93.994

Federal
Expenditures

213,220

1,069,496
217,351
888,173
2,742,400
97,198
510,651
84,742

5,610,011

5,823,231

302,491
2,307,800

2,610,201

47,738

97,273
83,943
853,813
30,529
173,038
307,608

320,000
394,536
27,643
35,143

196,463
32,474

228,937
2,600,201



CITY OF AKRON, OHIO

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2005

Federal Grantor/Pass-Through Grantor/Program Title

DEPARTMENT OF HOMELAND SECURITY

From the Department of Health and Human Services
Metropolitan Medical Response System

From the Federal Emergency Management Agency
Assistance to Firefighters Grant

From the Ohio Department of Public Safety
State Domestic Preparedness Equipment Support

Total Department of Homeland Security

TOTAL EXPENDITURES OF FEDERAL AWARDS

See notes to supplemental schedule of expenditures of federal awards.

Federal

CFDA No.

97.071

97.044

97.004

Federal
Expenditures

31,669
31,860

6,358
69,887

$28,951,461



CITY OF AKRON, OHIO

NOTES TO SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2005

3.

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 accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America. 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.

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 $621,902
CDBG- Entitlement and (HUD-Administered)
Small Cities Cluster - Community Development Block
Grant/Entitlement Grants 14.218 995,026
Emergency Shelter Grants Program 14.231 377,418
HOME Investment Partnership Program 14.239 1,145,018
Lead-Based Paint Hazard Control in Privately Owned Housing 14.900 156,654
Juvenile Justice and Delinquency Prevention Allocation to States 16.540 1,431
Centers for Disease Control and Prevention Investigations and Technical Assistance 93.283 369,299
Outpatient Early Intervention Services - HIV Disease 93.918 306,101
HIV Prevention Activities 93.940 173,324
Preventive Health and Health Services Block Grant 93.977 25,000
Maternal and Child Health Services Block Grant to the States 93.994 160,063
Metropolitan Medical Response System 97.071 30,000

LOANS OUTSTANDING

The City of Akron, Ohio, had the following loan balances outstanding at December 31, 2005, which had
continuing compliance requirements.

Federal Balance

Program Title CFDA No. Outstanding
Community Development Block Grants/Entitlement Grants 14.218 $ 152,994
Empowerment Zone Program 14.244 1,095,878
HOME Investment Partnership Program 14.239 2,152,877

* % X % % %



CITY OF AKRON
SUMMIT COUNTY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

OMB CIRCULAR A -133 § .505

DECEMBER 31, 2005

1. SUMMARY OF AUDITOR’S RESULTS

(d)(1)(i) Type of Financial Statement Opinion Unqualified
(d)(1)(ii) Were there any material control weakness | No
conditions reported at the financial statement
level (GAGAS)?
(d)(1)(ii) Were there any other reportable control | No
weakness conditions reported at the financial
statement level (GAGAS)?
(d)(1)(iii) Was there any reported material noncompliance | Yes
at the financial statement level (GAGAS)?
(d)(1)(iv) Were there any material internal control | No
weakness conditions reported for major federal
programs?
(d)(1)(iv) Were there any other reportable internal control | Yes
weakness conditions reported for major federal
programs?
(d)(1)(v) Type of Major Programs’ Compliance Opinion Unqualified
(d)(1)(vi) Are there any reportable findings under § .510? | Yes
(d)(1)(vii) Major Programs (list): . CFDA 10.557 — Special
Supplemental Nutrition
Program for Women, Infants,
and Children
e  CFDA 11.300 — Industrial
Park Roadway — Utility
Improvements
e  CFDA 20.205 Highway
Planning and Construction
. CFDA 66.606 — Surveys,
Studies, Investigations and
Special Purpose Grants
o CFDA 93.283 — Centers for
Disease Control and
Prevention Investigations and
Technical Assistance
(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: > $868,544
Type B: all others
(d)(1)(ix) Low Risk Auditee? Yes




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

FINDING NUMBER 2005-001

Ohio Rev. Code Section 5705.10 requires, in part, 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, 2005, the following funds (aggregated at the level used for preparing the financial
statements) had negative cash fund balances:

Fund Fund
Number Name

Cash Fund

Balance

2030
2080
2127
2140
2185
2195
2295
2300
2320
2330
4048
4060
4155
4160
4165
4175
5015
6000
6005
6009
6010
6030
Total

Street & Highway Maintenance
Community Development
AMATS

Summer Lunch Program

KAB Litter Control

Tax Equivalency

Police Grants

Various Domestic Violence
Equipment & Facilities Operating
Various Purpose Funding
Capital Projects W/ O/S Fund
Streets

Transportation

Parks and Recreation

Public Facilities and Improvements
Economic Development

Golf Course

Motor Equipment

Liability Self - Insurance

Self - Insurance Settlement
Storeroom

Management Information Systems

$

(1,977,464 .63
(2,702,453.95
(13,643.39
(7,309.25
(25,178.67
(45,993.20
(791,433.57
(104,483.27
(2,287,410.47
(2,150,417.62
(2,159,087.27

(2,045,489.66
(823,364.01
(765,991.95

(5,222,045.74
(381,791.04
(988,348.87

(1,845,514.61
(574,198.49
(231,772.93
(450,512.91

$

)
)
)
)
)
)
)
)
)
)
)
(14,001,880.39)
)
)
)
)
)
)
)
)
)
)
)

(39,595,785.89

Negative cash fund balances are an indication 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 using certain assumptions.

10



City of Akron

Summit County

Schedule of Findings and Questioned Costs
Page 3

FINDING NUMBER 2005-001 (Continued)

Fund activity should be monitored 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 funds 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.

Officials’ Response: The City will work to ensure that there are limited funds with negative cash balances at
year-end. The City has numerous reimbursable grant funds and capital project funds, at year-end there are
expenditures that have been incurred that have not been reimbursed. The City’s general practice is to issue
debt after capital projects are complete to cover the deficit balance in those funds.

11



City of Akron
Summit County
Schedule of Findings and Questioned Costs

Page 4

FINDING NUMBER 2005-002

Ohio Rev. Code Section 5705.39 requires that total appropriations from each fund not exceed total estimated
fund resources from each fund. This section also requires the City to obtain a County Auditor’s certificate that
total appropriations from each fund do not exceed the total official estimate or amended official estimate when
amending estimated resources.

At December 31, 2005, we noted the following funds had appropriations in excess of estimated resources.

Fund Fund Estimated
Number Name Resources Appropriations Variance

2005  Emergency Medical Service $10,964,678 $11,602,361 $(637,683)
2030 Street & Highway Maintenance 8,455,893 9,797,390  (1,341,497)
2080 Community Development 6,929,648 14,904,380 (7,974,732)
2095 Community Environment Grants (81,818) 1,220,000  (1,301,818)
2127  AMATS 1,275,899 1,451,550 (175,651)
2140 Summer Lunch Program 115,475 188,110 (72,635)
2146 HOME Program 2,820,994 3,100,000 (279,006)
2185 KAB Litter Control 54,982 130,000 (75,018)
2195  Tax Equivalency 368,971 580,000 (211,029)
2200 Special Revenue Loans Fund 48,249 50,000 (1,751)
2295 Police Grants (1,658,227) 1,117,420  (2,775,647)
2300 Various Domestic Violence (107,532) 125,150 (232,682)
2305 Safety Programs 934,260 942,180 (7,920)
2320 Equipment & Facilities Operating 3,206,354 8,048,789  (4,842,435)
2330 Various Purpose Funding (1,547,520) 1,868,530  (3,416,050)
2340 Deposits 149,532,746 202,576,000 (53,043,254)
4048 Capital Projects W/ O/S Fund (1,682,641) 2,900,001 (4,582,642)
4060 Streets 9,731,692 23,200,000 (13,468,308)
4150 Information Technology and Improvements (78,262) 1,000,000 (1,078,262)
4155  Transportation 1,652,846 5,600,000 (3,847,154)
4160 Parks and Recreation 4,460,587 8,600,000 (4,139,413)
4165 Public Facilities and Improvements 3,577,622 8,601,000 (5,023,378)
4170 Public Parking 3,936,090 6,600,000 (2,663,910)
4175 Economic Development (10,357,630) 25,277,900 (35,635,530)
5000 Water 41,683,073 44,329,500 (2,646,427)
5005 Sewer 44,241,173 63,217,220 (18,976,047)
5015 Golf Course 1,022,365 1,368,060 (345,695)
5020  Airport 738,238 980,500 (242,262)
5030 Off-Street Parking 4,918,037 4,996,420 (78,383)
6000 Motor Equipment 5,358,234 7,901,140  (2,542,906)
6005 Liability Self - Insurance 21,925,651 24,113,140 (2,187,489)
6009 Self - Insurance Settlement (237,698) 320,000 (557,698)
6010 Storeroom 1,245,342 1,742,890 (497,548)
6030 Management Information Systems 1,485,675 2,995,990 (1,510,315)

12



City of Akron

Summit County

Schedule of Findings and Questioned Costs
Page 5

FINDING NUMBER 2005-002 (Continued)

In addition, the City did not always obtain certificates from the County Fiscal Officer that appropriations from
each fund do not exceed the total Amended Official Estimate of Resources for certain appropriation and
estimated resource amendments. City Council should monitor appropriations versus estimated resources to
help avoid overspending. In addition, the Finance Director should obtain the required certificate from the
County Fiscal Officer when amending appropriations and estimated resources.

Officials’ Response: 2005 was the first year the City appropriated all funds and recognizes the need to
closely monitor appropriations in proportion to estimated resources.

FINDING NUMBER 2005-003

Ohio Rev. Code Section 5705.41(B) requires that no subdivision or taxing unit is to expend money unless it
has been appropriated.

During 2005 the City paid $181,775,233 and $31,568,072 principal and interest, respectively, on outstanding
bond and loan obligations from the Bond Payment Fund account which is not part of the City’s regular
accounting system (“Banner”) and is not appropriated by the City Council.

City Council should appropriate the activities of the Bond Payment Fund at least at the level required by the
Ohio Revised Code Section 5705.38.

Officials’ Response: The City will consider appropriating the activities of the Bond Payment Fund.

| 3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS |

FINDING NUMBER 2005-004
Reportable Condition
Supplemental Schedule of Expenditures of Federal Awards

The City’s Supplemental Schedule of Expenditures of Federal Awards (the Schedule) initially reported eight
Local Public Agency (LPA) projects and one Metropolitan Planning Organization (MPQO) agreement totaling
$3,919,792 in expenses for the Highway Planning and Construction grants -CFDA 20.205, passed through the
Ohio Department of Highway Safety. During our testing of the Schedule we noted three LPA projects totaling
$1,052,181 where incorrectly included on the Schedule because they were in fact State funded projects
instead of federally funded projects. We also noted another project with expenses of $2,742,400 were
incurred during FY04 for a State Infrastructure Bank Loan (SIB) agreement which were incorrectly excluded
from the prior year Schedule. As a result of the errors, the City adjusted its initial CFDA 20.205 grant
expenditures from $3,919,792 to $5,610,011.

Our testing of the CFDA 10.557 - Special Supplemental Nutritional Program for Women, Infants, and Children
(WIC) grant, revealed certain rental and vehicle charges totaling $38,233 were included in the WIC fund
22810. These costs were not in accordance with the grant budget and they were not reported as federal
expenditures on the quarterly financial reports provided to the State. However, since these costs were
included in the same fund as the WIC federal expenditures they were initially improperly included in the
Supplemental Schedule of Expenditures of Federal Awards. As such, the City adjusted its initial CFDA 10.557
grant expenditures from $1,556,002 to $1,517,769.

Further, the City reported $1,272,900 in expenses for the Public Works and Economic Development Cluster,
Grants For Public Works and Economic Development Facilities — CFDA 11.300, received from the US
Department of Commerce, Economic Development Administration. However, our testing revealed these
expenses were actually incurred during FYO0O through FY03 and therefore should have been reported on the
respective Schedules rather than the FY05 Schedule.

13



City of Akron

Summit County

Schedule of Findings and Questioned Costs
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FINDING NUMBER 2005-004 (Continued)
Reportable Condition (Continued)

The City should develop procedures to ensure the amounts reported on its Supplemental Schedule of
Expenditures of Federal Awards are complete and accurately reflect the City’s expenses related to all federal
awards on the accrual basis of accounting which they have elected. Additionally, the City should report
expenses in the year they are incurred even if reimbursement for these expenses is not received until the
subsequent year. Failure to report accurate expenses related to federal awards could result in the selection of
incorrect “Major Programs” for auditing in accordance with OMB Circular A-133. In addition, this could subject
the City to fines and penalties from the federal awarding and/or pass-through agencies and loss of future
federal awards.

Officials’ Response: For CFDA 20.205, the City has been in contact with the Ohio Department of
Transportation and will work with them to determine whether the revenue we receive is Federal or State
monies.

For CFDA 10.557 — Unallowable rental expenses for the WIC program will be moved for 2006, vehicle charges
were already addressed and are nonexistent for 2006.

For CFDA 11.300 — The City recognized the expenses were not accounted for when incurred and made the
adjustment for the 2005 Schedule. The City will work to ensure expenses are accounted for on the appropriate
Federal Schedule.

Questioned Costs

Finding Number 2005-005

CFDA Title and Number 93.283 - Centers for Disease Control and Prevention
Investigations and Technical Assistance

Federal Award Number / Year 2005

Federal Agency U.S. Department of Health

Pass-Through Agency Ohio Department of Health

The Ohio Department of Health (ODH) Grants Administration Policy and Procedures Manual (GAPP),
Section 400.3 states that obligations listed on the interim report (i.e. fourth quarter expenditure report) must
be liquidated within forty-five (45) calendar days after the end of the program period, as defined on the Notice
of Award. The Ohio Department of Health (ODH) Grants Administration Policy and Procedures Manual
(GAPP), Section 304.0 states in part that subgrantees are required to submit quarterly expenditure reports via
GMIS by the designated dates in the RFP. The subgrantee Final Expense Report and any overpayments must
be submitted to ODH within 45 calendar days following the end of the grant year. As further stated, the
information in the expenditure reports must reflect the subgrantee’s accounting records.

During our testing of the Public Health Infrastructure grant, the following was noted:

e During 2005, the City disbursed $853,812 in Federal funds related to the Centers for Disease Control
and Prevention — Investigations and Technical Assistance grant received via the Public Health
Infrastructure program administered by the Ohio Department of Health, as reported on the
Supplemental Schedule of Expenditures of Federal Awards. However, a disbursement of grant
monies in the amount of $105,000 for grant year 2004, August 31, 2003 through August 30, 2004,
was made on January 23, 2006, subsequent to the period of availability.
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Questioned Costs (Continued)

Finding Number 2005-005 (Continued)

For grant year 2005, August 31, 2004 through August 30, 2005, the City reported to the Ohio
Department of Health $771,471 in actual expenditures of Federal funds related to the Centers for
Disease Control and Prevention — Investigations and Technical Assistance grant received via the
Public Health Infrastructure program. However, personnel costs, salaries and fringe benefits, were
reported at budgeted amounts rather than actual amounts. The difference in amounts reported and
actual expenditures is approximately $4,817. (Note: Due to the manner in which the City posts
amounts to fringe benefit line items, we were unable to determine the exact Ohio Public Employees
Retirement System (OPERS) pension contributions charged by individual employee, therefore this
calculation includes only an estimate for the City’s share of OPERS.). Additionally, outstanding
obligations at August 30, 2005 in the amount of $100,690 were not liquidated by the October 15,2005
deadline; however they were reported as actual expenditures on the Final Expense Report.

Failure to liquidate obligations within the required time limits and/or failure to report information that reflects the
City’s actual accounting records on expenditure reports as required by Federal regulations and/or the grant
agreement could subject the City to fines, penalties, and/or loss of federal funding.

The City should contact the Ohio Department of Health to rectify these issues. The City should also report
actual expenditures rather than budgeted amounts on all expenditure reports submitted to the Ohio
Department of Health. Actual expenditures should be supported by the City’s accounting records. In addition,
the City should review grant program balances prior to October 15th to determine if any remaining grant
obligations should be liquidated. If it appears obligations made by August 30th will not be liquidated within the
required time frame, the City should submit a formal request for an extension to the Ohio Department of

Health.

Accordingly, we are reporting a questioned cost of $210,507 as follows:

Description: Questioned Cost
Grant fiscal year 2004
Disbursement made subsequent to the period of availability $105,000

Grant fiscal year 2005

Variance between actual expenses and expenses reported on the Final

Expense Report 4,817
Grant fiscal year 2005

Outstanding obligations reported on the Final Expense Report as actual

expenses which were not liquidated within 45 days following the end of

the grant year. 100,690
Total Questioned Costs — CFDA 93.283 $210,507

Officials’ Response: The Finance Department will work with the Health Department to ensure a timely
disbursement of grant monies received and that outstanding obligations are liquidated within the required time
limits. Future expenditures reported to the Ohio Department of Health will be reported on actual amounts
rather than budgeted amounts.
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Page 8
Finding Number 2005-006
CFDA Title and Number 93.283 — Centers for Disease Control and Prevention
Investigations and Technical Assistance
Federal Award Number / Year 2005
Federal Agency U.S. Department of Health
Pass-Through Agency Ohio Department of Health

OMB Circular A-133 § __.400(d)(4) states that a pass-through entity shall ensure subrecipients expending
$300,000 ($500,000 for fiscal years ending after December 31, 2003) or more in Federal awards during the
subrecipient's fiscal year have met the audit requirements of this part for that fiscal year.

The City passed through $51,260 of Public Health Infrastructure grant monies to the City of Barberton Health
Department during 2005. The City received an A-133 audit report from the City of Barberton; however, the
Public Health Infrastructure grant passed through from the City of Akron Health Department was not included.
Additionally, in January of 2006, the Summit County Emergency Management Agency (EMA) received
$105,000 from the City of Akron Health Department for reimbursement of Public Health Infrastructure grant
expenditures made in prior years. However, the City did not receive an A-133 report for Summit County EMA.

As part of the City’s subrecipient monitoring procedures, the City should ensure all subrecipients expending
$500,000 or more in Federal awards during the subrecipient’s fiscal year have met the audit requirements of
OMB Circular A-133 and the required audits are completed within 9 months of the end of the subrecipient’s
audit period.

Officials’ Response: The City will request copies of all subrecipient’s Single Audit to ensure they have met
the requirements pursuant OMB Circular A-133.

Federal Non-compliance

Finding Number 2005-007

CFDA Title and Number 10.557 — Special Supplemental Nutrition Program for Women,
Infants, and Children (WIC)

Federal Award Number / Year 2005

Federal Agency U.S. Department of Agriculture

Pass-Through Agency Ohio Department of Health

Ohio Department of Health (ODH) Grants and Administration Policy and Procedures Manual (GAPP),
Section 301.0 states that all payments of funds by ODH to the subgrantee are in accordance with the
conditions of the grant. The grant requires the subgrantee to comply with OMB Circular A-87 which specifies
that grant expenditures should be for grant purposes.

The City reported $1,517,769 in Federal expenses related to the Special Supplemental Nutrition Program for
Women, Infants, and Children (WIC) grant received from the Ohio Department of Health. Included in these
expenses was employee wages of $6,566 for five Parks and Recreation employees. Although these
employees worked in the City’s WIC facility, they did not perform functions supporting the WIC grant.
Consequently, their wages should not have been paid with grant funds.
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Federal Non-compliance (Continued)

Finding Number 2005-007 (Continued)

The City should ensure all WIC grant funds are expended for proper purposes in accordance with their grant
agreement.

Officials’ Response: The City has resolved this situation and will ensure all WIC grant funds are expended
per the grant agreement.

Questioned Cost

Finding Number 2005-008

CFDA Title and Number 20.205 — Highway Planning and Construction (Federal-Aid
Highway Program)

Federal Award Number / Year 2005

Federal Agency U.S. Department of Transportation

Pass-Through Agency Ohio Department of Highway Safety

OMB Circular A-87 Attachment A, Section C(1)(h) states in part that to be allowable under Federal awards,
costs must not be included as a cost or used to meet cost sharing or matching requirements of any other
Federal award in either the current or a prior period, except as specifically provided by Federal law or
regulation.

The City reported $5,610,011 in Federal expenses related to the Highway Planning and Construction grant
received from the Ohio Department of Transportation. However, it was noted approximately $357,314 of
federal grant monies received for the Bettes Corner Bridge, Carnegie Avenue Bridge, and South Hawkins
Avenue Loan Agreement (SB0418) were for reimbursement of invoices and expenditures the City had
previously been reimbursed for in a prior audit period under the Bettes Corners LPA Agreement No. 20310.

Requesting reimbursement for costs other than those considered to be allowable as stated by Federal
regulations and/or the grant agreement could subject the City to fines, penalties, and/or loss of federal funding.

The City should contact the Ohio Department of Transportation to rectify this issue. The City should also
monitor their reimbursement requests more carefully to ensure they are only requesting and receiving
reimbursement for the same expenditures once. Accordingly, we are reporting questioned costs of $357,314.

Officials’ Response: The City will work closely with the Ohio Department of Transportation to monitor
reimbursement requests.
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Questioned Cost

Finding Number 2005-009

CFDA Title and Number 11.300 — Public Works and Economic Development Cluster,
Grants For Public Works And Economic Development Facilities

Federal Award Number / Year 06-01-04475 / 2005

Federal Agency U.S. Department of Commerce

OMB Circular A-87 Attachment A, Section C(1)(h) states in part that to be allowable under Federal awards,
costs must not be included as a cost or used to meet cost sharing or matching requirements of any other
Federal award in either the current or a prior period, except as specifically provided by Federal law or
regulation.

During 2005 the City reported approximately $110,701 in Economic Development Facilities expenses related
to in-house employee benefits and indirect applied overhead charges for the Engineering Division. The City
does not have an approved indirect cost plan for the applied overhead charges. Also, the Economic
Development Administration’s Special Award Conditions specifically prohibit architect/engineering fees
charged on a cost-plus-a-percentage-of-cost basis. The City calculates its benefit charges as 71% of actual
straight time costs. Additionally, the City’s applied overhead charges are calculated as 58% - 70% of the both
of straight time costs and benefit charges.

Requesting reimbursement for costs other than those considered to be allowable as stated by Federal
regulations and/or the grant agreement could subject the City to fines, penalties, and/or loss of federal funding.

The City should monitor their grant charges more carefully to ensure they are only charging allowable costs to
their grants. Accordingly, we are reporting questioned costs of $110,701. The City should contact U.S.
Department of Commerce to rectify this issue.

Officials’ Response: The City will work to ensure we are requesting reimbursements allowable per the grant
agreements.
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CITY OF AKRON
SUMMIT COUNTY

DECEMBER 31, 2005

SCHEDULE OF PRIOR AUDIT FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A -133 § .315 (b)

Not Corrected, Partially
Corrected; Significantly
Different Corrective Action

Finding Finding Fully Taken; or Finding No Longer
Number Summary Corrected? Valid; Explain
2004-001 Ohio Rev. Code Section | No Partially corrected, reissued as
5705.41(D) - certain a management letter comment
expenditures were not
properly certified by the
fiscal officer prior to
incurring the commitment
and neither of the
exceptions to this section
were utilized.
2004-002 Ohio Rev. Code Section | No Not corrected, reissued as
5705.10 — certain funds Finding 2005-001.
had negative cash fund
balances which indicates
that money from one fund
was used to cover the
expenses of another fund.
2004-003 Ohio Rev. Code No Partially corrected, during
Sections 5705.41(B), 2005, the City appropriated all
5705.29, 5705.36(A)(1), CAFR funds except for the
5705.39, 5705.38(A), and Bond Payment Fund. Partially
5705.38(C) — the City did reissued as Finding 2005-003.
not appropriate all of the
City’s funds pursuant to
the Revised Code
2004-004 Ohio Rev. Code Section | No Not corrected, reissued as
5705.39 — Certain funds Finding 2005-002.
had total appropriations
that exceeded total
estimated resources.
2004-005 Questioned Cost: Yes Corrected

OMB Circular A-87,
Attachment C,D, and E —
the City disbursed
$13,970 of engineering
overhead indirect costs to
its Highway Planning and
Construction Cluster
federal program but did
not have a cost allocation
plan or indirect cost rate
proposal filed with its
pass-through agency
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DEPARTMENT OF FINANCE
205 Municipal Building /166 South High Street / Akron, Ohio 44308
(330) 375-2316 FAX: (330) 375-2291

June 29, 2006

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, 2005. This report fully presents financial and operating
information about the City’s activities during 2005 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.

The department takes full responsibility for this report’s content and accuracy. The Audit and
Budget Division prepared all of the financial statements and assisted the external independent
auditors in their performance of the annual audit. The Treasurer’s Office of the Department of
Finance drafted 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. This CAFR is
designed in a manner to assist and guide the reader in understanding its contents. The report
consists of three sections:



e The Introductory Section, which includes this letter of transmittal, contains information
pertinent to the City’s management and organization, the Table of Contents, and the
GFOA Certificate of Achievement. References in this section to Note 1, Note 2, etc., are
to Notes to the Financial Statements contained in the Financial Section of this report.

e The Financial Section contains the Independent Accountants’ Report, Management’s
Discussion and Analysis, Basic Financial Statements, Required Supplementary
Information (RSI) and various other Statements and Schedules pertaining to the City’s
funds and activities.

e The Statistical Section contains numerous tables of financial and demographic
information. Much of this information is shown with comparative data for the ten-year
period from 1996 through 2005.

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

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

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

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

Economic Conditions and Outlook

Major revenue sources for the City continue to be the City’s income tax, property taxes, local
fees, charges for services, and state shared local government revenue. The City’s cash income
tax collections increased by 12.68% in 2005. On a cash basis for 2005, property taxes in the



general fund increased by 15.3% and the state’s local government revenue to the City increased
by approximately .25%. The strengths of the local economy are reflected by the growth over the
past five years in the fields of medical and health services, legal and professional services,
communications, public utilities, and finance and related service industries. Income tax receipts
from the 12 largest economic sectors in the City have increased just over 9% since 2001 and,
combined, account for nearly 80% of total tax collections. Receipts from the 13 fastest growing
economic sectors have increased by more than 24%. No one sector makes up more than 16.8%
of the total collected.

The number of building permits issued in 2005 decreased by approximately 2.4% over the
number of permits issued in 2004. Although the actual number of permits decreased, the dollar
value of all building permits increased by 16%. We anticipate large increases in permit
valuations over the next several years due to the following: the University of Akron’s area
expansion and development; the Akron Art Museum’s expected $26 million dollar investment;
the Metro $15 million Intermodal Transit Center and the Akron City School District’s estimated
$800 million Community Learning Centers, perhaps the most antlclpated City-wide project, to be
built over the next 14 years.

Despite the economy in 2005, the City of Akron finds itself in a healthy financial state and
continues to see economic growth. Relative to many other U.S. cities, Akron’s fiscal position is
very good considering it is one of only a few mid- to large-sized cities that have not been forced
to lay off employees. Our assessed valuation on real and personal property increased by 4.8% for
tax year 2005 (collection year 2006). The revenue collected from our four Joint Economic
Development Districts (JEDDs), approximately $14 million in 2005, is an additional funding
source to encourage and promote economic development and to secure a solid tax base.

Major Initiatives

One of the major initiatives for Akron is to continue to be one of America’s most livable cities.
In order to achieve this we must have strong business growth, community involvement, and
community development. Akron has been named as one of America’s High Tech Cities of the
future by Newsweek magazine. Expansion Management magazine called Akron one of the best
cities to locate or expand a business and also made us a five-star rated city for business climate
logistics and quality of life. Inc., the magazine for growing companies, ranked Akron in the top
25 medium-sized metro areas for doing business.

In order to stay competitive and attract new residents, the City has to provide a wide-range of
housing. For the first time in 30 years the City has broken ground on a new housing
development, Northside Condominiums, Lofts, and Town Homes. This $32 million project will
provide 89 residential condominiums, 61 new warehouse style lofts and flats, five penthouse
units, and 28 townhouses.

Akron’s designation as an enterprise community by the federal government has generated critical
federal funds to assist neighborhoods. The housing petition and H.O.M.E. programs, already part
of the City’s economic growth program, are very successful. Neighborhoods petition for special
allocation of federal community development dollars which assist homeowners in paying for
home improvements and reduce assessments for public improvements. In 2005, the City



provided funding and contracted for the rehabilitation of 307 homes, while demolishing 383
dilapidated residential and commercial structures.

In 2005, the Urban Neighborhood Development Corporation (UNDC) constructed 14 new
homes; in addition, the City sold 38 lots to private developers and non-profit organizations for
new housing. An additional commitment was made for more than $1 million in financial support
to assist in the construction and rehabilitation of 378 apartment units for low-income senior
housing, as well as the rehabilitation and sale of 19 houses for low- and moderate-income buyers
and the construction of eight new homes. Akron also assisted 80 low-income elderly and/or
disabled homeowners in 2005 with emergency home repairs.

The City has a neighborhood partnership program for neighborhood groups to compete for grants
to do neighborhood improvement projects. In 2005, the City awarded 49 grants to neighborhood
organizations for after-school projects, beautification activities, arts programs, community
celebrations, and community involvement.

The City, under the strong leadership of Mayor Donald L. Plusquellic, has received national
recognition during 2005 as he completed his term as the President of the U.S. Conference of
Mayors. On a statewide basis, he founded the Ohio Mayors’ Education Roundtable. Mayor
Plusquellic along with 20 superintendents from Ohio’s largest school districts are dedicated to
reforming the way Ohio funds public education.

When Hurricane Katrina hit in New Orleans, the City of Akron and its employees proved we are
always willing to lend a helping hand. Twelve police officers, 12 firefighters through FEMA,
and 11 City employees who underwent Red Cross training were deployed to run shelters in the
Gulf states for evacuees.

The City has been recognized nationally for our community's success in rebuilding downtown.
The National Civic League, the U. S. Conference of Mayors, Northern Ohio Live magazine, and
the Wall Street Journal have recognized our work. The completion of the Canal Park baseball
stadium in 1997, along with a 20-year commitment of the AA baseball team, the Akron Aeros,
has brought tremendous family entertainment—not only for Akron residents but also for the
entire region.

The success of the stadium has spurred the growth of other small businesses, restaurants and
entertainment clubs. With the help of the Downtown Akron Partnership (DAP) (a nonprofit
organization dedicated to bringing people, activity and business back downtown), serious
marketing strategies were aimed at this wonderful attraction called Downtown Akron. Beginning
in 1999, the Downtown Business District formed a Special Improvement District (SID), whose
primary focus is to promote and further enhance downtown’s development.

Completed in 2004, the $51.8 million renovation of the Main Library has made this a state-of-
the-art facility for the 21* century. The Akron Art Museum is now undergoing an approximate
$26 million, 65,000-square foot expansion and will reopen in 2007.

The City is striving to make downtown a leisure location, as well as a great place to work. Lock
3 Park on South Main Street is alive with more live concerts, festivals, and other special events,
including a summer arts learning program for young people. Last year 175,000 visitors enjoyed
events here.
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These are just a few of the initiatives that, when taken together, contribute to the strength and
diversity of the City’s economy.

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 was
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 — 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 2005
the City had 29 Special Revenue Funds.

Debt Service Funds — Debt Service Funds are used to account for the accumulation of
resources for, and the payment of, general long-term debt principal, interest, and related
costs. During 2005 the City had ten Debt Service Funds.

Capital Projects Funds — 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 2005 the City had nine Capital Projects Funds.

Permanent Funds — 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 — 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
separate enterprise finds.

Internal Service Funds — 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.

11



Fiduciary funds:

Private Purpoée Trust Funds — Private purpose trust funds are used to account for other trust
arrangements which benefit individuals, private organizations, or other governments. During
2005 the City had three Private Purpose Trust Funds.

Agency Funds — Agency Funds are used to account for assets held by the City as an agent for
individuals, private organizations, and other governments. The City had one Agency Fund
during 2005.

Other Fiduciary Funds — 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 2005,
investment interest income averaged a yield of 3.58% compared to a yield of 2.35% in 2004.
The interest earnings are maximized by investing to projected payment dates on a competitive
bid basis and by investing bank balances daily. This resulted in an average book balance
investment of 124.54%.

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 Betty Montgomery and her staff in completing
the City’s audit in a timely and highly professional manner.

Certificate of Achievement for Excellence in Financial Reporting

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to the City of Akron, Ohio,
for its Comprehensive Annual Financial Report for the fiscal year ended December 31, 2004.

The Certificate of Achievement is a prestigious national award, recognizing conformance with
the highest standards for preparation of state and local government financial reports.
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In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized comprehensive annual financial report, whose contents
conform to program standards. Such a CAFR must satisfy both generally accepted accounting
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
21 consecutive years (1984 through 2004). We believe our current report continues to conform
to the Certificate of Achievement program requirements, and we are submitting it to GFOA.
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Auditor of State
Betty Montgomery

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, 2005, 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, 2005, and the respective changes in financial position and where applicable, cash flows, thereof for the
year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated June 29, 2006,
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, OH 44702
‘Telephone: (330) 438-0617 (800) 443-9272 Fax: (330) 471-0001
www.auditor.state.oh.us
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City of Akron

Summit County

Independent Accountants’ Report
Page 2

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

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

Toutty by

Betty Montgomery
Auditor of State

June 29, 2006
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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, 2005. Please read it in conjunction with the transmittal letter on page 7
and the City’s financial statements, which begin on page 34.

FINANCIAL HIGHLIGHTS

e The assets of the City of Akron, Ohio exceeded its liabilities at December 31,
2005 by $653,901,691 (net assets). Of this amount $120,514,193 is restricted for
debt service.

e The governmental activities’ total net assets increased by $7,584,536 and the
business-type activities’ total net assets increased by $9,163,788 for a net increase
in the City’s total net assets of $16,748,324.

e As of the close of the current fiscal year, the City of Akron’s governmental funds
reported combined ending fund balances of $250,958,172, an increase of
$28,822,366 in comparison with the prior year.

e At the end of the current fiscal year, unreserved fund balance for the general fund
was $8,608,934, or 5.82% of total general fund expenditures, and a 31.22%
decrease compared to the prior year.

e The City of Akron’s total long-term debt decreased by $4,756,526 (0.70%) during
the current year. During the year the City of Akron issued $80,640,000 of G.O.
Bonds and retired $38,625,000 G.O. Bonds. Also during the year, the City issued
$31,940,000 Certificates of Participation, Series A (Parking Facilities Project) to
retire $21,820,000 G.O. Bonds.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

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

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

Both of the government-wide financial statements distinguish functions of the City of
Akron that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business type activities).
The governmental activities of the City of Akron include general government, public
service, public safety, community environment, public health and recreation and parks.
The business-type activities of the City of Akron include water, sewer, oil and gas, golf,
airport and off-street parking operations.

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

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

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

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

The City of Akron maintains 49 individual governmental funds. Information is presented

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

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

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

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

Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide
separate information for the Water, Sewer, and Off-Street Parking operations, which are
considered to be major funds of the City of Akron. Conversely, the internal service funds
are combined into a single aggregated presentation in the proprietary fund financial
statements. Individual fund data for the nonmajor enterprise and the internal service
funds is provided in the form of combining statements elsewhere in this report.

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

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit

of parties outside the government. Fiduciary funds are not reflected in the government-
wide financial statements because the resources of those funds are not available to
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support the City of Akron’s own programs. The accounting used for fiduciary funds is
much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 46 — 47 of this
report.

Notes to the financial statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. The notes to the financial statements can be found on pages 48-94
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 and Community Learning Centers Fund
budgetary comparison. Required Supplementary Information (RSI) can be found on
pages 95-99 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 101-176 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
$653,901,691 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 (18%) is restricted for the
payment of debt service.

The City’s net assets increased by $16,748,324 during the current year. The net assets of

the governmental activities increased by $7,584,536 and business-type activities
increased by $9,163,788.
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Summary Statement of Net Assets
as of December 31, 2004 and 2005

(in thousands)

Governmental Activities Business-type Activities Total

2004 2005 2004 2005 2004 2005
Assets:
Current and other assets $ 439,452 $ 447,892 $ 46,709 $ 37,595 $ 486,161 $ 485,487
Capital assets 681,568 699,437 456,347 465,432 1,137,915 1,164,869
Total assets § 1,121,020 $ 1,147,329 § 503,056 $ 503,027 $ 1,624,076 $ 1,650,356
Liabilities:
Long-term liabilities 580,239 632,264 153,414 144,342 733,653 776,606
Other liabilities 230,269 196,968 23,001 22,880 253,270 219,848
Total liabilities $ 810,508 $ 829,232 $ 176,415 $ 167,222 $ 986,923 $ 996,454
Net assets:
Invested in capital assets
net of related debt 347,553 354911 305,497 312,958 653,050 667,869
Restricted 305,807 111,159 8,890 9,355 314,697 120,514
Unrestricted (342,848) (147,974) 12,255 13,492 (330,593) (134,482)
Total net assets $ 310,512 $ 318,096 $ 326,642 $ 335,805 $ 637,154 $ 653,901

Governmental activities. Revenues exceeded expenses by $6,924,000.

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

The following table shows total revenues for 2005 were $24,498,000 higher than the prior year. Income
tax revenue increased by $12,415,000 over 2004 and shared revenues increased by $12,934,000 over
2004. Capital grants and contributions revenues decreased by $7,462,000 from the prior year. For the
remaining revenues, there was an increase of $6,611,000 over 2004. Expenses for 2005 were $13,407,000
higher than in 2004. The higher expenses were primarily in general government and community
environment.
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Changes in Net Assets
For Fiscal Year Ended December 31, 2004 and 2005

(in thousands)

Governmental Activities Business-type Activities Total
2004 2005 2004 2005 2004 2005
Revenues:
Program revenues:
Charges for services $ 32,726 § 35351 $ 73,567 $ 75,037 $ 106,293 $ 110,388
Operating grants and contributions 18,799 20,737 - - 18,799 20,737
Capital grants and contributions 26,959 19,497 11,952 6,357 38,911 25,854
General revenues:
Income taxes 114,352 126,767 - - 114,352 126,767
Property taxes 28,194 27,851 - - 28,194 27,851
JEDD revenues 13,607 13,947 - - 13,607 13,947
Investment earnings 2,620 6,196 109 281 2,729 6,477
Unrestricted shared revenues 32,235 45,169 - - 32,235 45,169
Miscellaneous 9,187 7,662 2,768 2,834 11,955 10,496
Total revenues $ 278,679 $ 303,177 $ 88,396 $ 84,509 $ 367,075 $ 387,686
Expenses:
General government $ 33,154 $ 53,063 $ - $ - $ 33,154 $ 53,063
Public service 57,321 54,923 - - 57,321 54,923
Public safety 106,915 104,849 - - 106,915 104,849
Community environment 25,985 21,514 - - 25,985 21,514
Public health 16,556 15,833 - - 16,556 15,833
Recreation and parks 5,035 7,603 - - 5,035 7,603
Interest on debt 27,403 27,078 - - 27,403 27,078
Unallocated depreciation 10,477 11,390 - - 10,477 11,390
Water - - 37,959 30,733 37,959 30,733
Sewer - - 37,798 37,225 37,798 37,225
Oil & gas - - 286 285 286 285
Golf course - - 1,366 1,382 1,366 1,382
Airport - - 713 765 713 765
Off-street parking - - 5,638 5,967 5,638 5,967
Total expenses 282,846 296,253 83,760 76,357 366,606 372,610
Changes in net assets before
transfers (4,167) 6,924 4,636 8,152 469 15,076
Gain (loss) on sale of capital assets (107) 1,659 4 13 (103) 1,672
Transfers (214) (998) 214 998 - -
Changes in net assets $ (4,488) $ 7,585 $ 4,854 $ 9,163 $ 366 $ 16,748
Net assets - beginning 315,001 310,513 321,788 326,642 636,789 637,155
Net assets - ending $ 310,513 $ 318,098 $ 326,642 $ 335,805 $ 637,155 $ 653,903
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Expenses and Program Revenues - Governmental Activities
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This chart shows the revenue generated by the various programs of the City of Akron and
the expenses relating to each program. The majority of the revenue that funds these
programs is reported in the financial statements as general revenues (e.g., income and
property taxes).
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Revenues by Sources Governmental Activities

0,
Other revenues 9% Charges for services 12%

Shared revenues 15%
Grants and contributions 13%

Property taxes 9%

Income taxes 42%

Business-type activities. Business-type activities increased the City of Akron’s net assets
by $9,163,788. Charges for services increased by $1,470,000 over the prior year due to
higher revenues in the Sewer Funds. Capital grants and contributions were lower than the
prior year by $5,595,000. The majority of this decrease was attributed to the Off-Street
Parking fund. In the Water Fund, expenses were $7,330,000 lower than in the previous
year.

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 $250,958,172, an increase of $28,822,366 in
comparison to the prior year. The unreserved fund balance at the end of the current year
is $213,218,263. The remainder of fund balance is reserved to indicate that it is not
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available for new spending because it has already been committed (1) to liquidate
contracts and purchase orders of the prior period ($27,898,288) and (2) to reserve for
loans receivable ($9,841,621).

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 $8,608,934, while
the total fund balance is $11,012,089. 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 5.82% of total General Fund
expenditures, while total fund balance represents 7.44% of that same amount.

The fund balance of the City of Akron’s General Fund decreased by $3,184,897 during
the current fiscal year. Key factors in this decrease are as follows:

Revenues as a whole increased by $10,488,690 (7.64 %) over the prior year.
Expenditures increased by $12,972,679 (9.61%) during the current year.
For the year, General Fund revenues were less than expenditures by $255,207.

Transfers of funds from the General Fund were higher than transfers to the
General Fund by $2,929,690.

The Community Learning Centers Fund has a total fund balance of $143,939,747. The
net increase in the Community Learning Centers Fund from the prior year was
$6,740,932. The increase in fund balance is due mainly to the following:

e Income tax revenue was $2,613,000 greater than the prior year.
e Investment earnings was $3,429,000 greater than the prior year.
e Payment of debt service was $6,212,000 higher than 2004.

For the current fiscal year in the CLC Bond Payment Fund, expenditures exceeded
investment earnings and other revenues by $5,555,218.

For fiscal year 2005 the Special Assessment Bond Payment Fund revenues and bond
proceeds exceeded expenditures by $282,313.
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Expenses and Program Revenues - Business-type Activities
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This chart shows the revenue generated by the various business-type activities of the City
of Akron and the expenses relating to each activity. The majority of the revenue that
funds these activities is reported in the financial statements as charges for services.
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Revenues by Sources - Business-type Activities

Other revenue 3%

Capital grants and contributions 8%

Charges for services 89%

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.

Unrestricted net assets of the Water fund at the end of the year were $5,450; for the
Sewer fund $15,976,734; and for the Off-Street Parking fund ($763,477). Net income for
the Water, Sewer and Off-Street Parking Funds were $4,634,152, $958,625, and
$3,494,646 respectively. Other factors concerning the finances of these funds have
already been addressed in the discussion of the City of Akron’s business-type activities.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the year, revenues and other sources did not meet budgetary estimates by
$382,795 (0.26%). Income Taxes were $4,353,040 higher than budget, Local
Government Fund revenues were $1,729,981 higher than budget and State Taxes were
$1,071,273 higher than budget. Other Revenues were $7,484,698 lower than the
estimated budget.

The revised expenditures and other uses final budget amount increased by $3,807,320
(2.59%) over the original budget amount. The actual amount of expenditures and other
uses were $1,950,148 (1.29%) less than the final amended budget. In the Finance, Public
Safety, and Public Service Departments, expenditures were less than budget by $344,141,
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$321,119, and $438,950 respectively. Most of this is attributed to expenditures in the

Other category.

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, 2005, amounts to $1,164,868,348 (net of
accumulated depreciation). This investment in capital assets includes land, buildings,
improvements other than buildings, equipment, and infrastructure. The total increase in
the City of Akron’s investment in capital assets for the current fiscal year was 2.37% (a
2.62% increase for governmental activities and a 1.99% increase for business-type

activities).

Major capital asset events during the current fiscal year included the following:

Land
Construction in
progress
Buildings
Improvements
Equipment

Infrastructure

Improvements to the Bettes Corner Bridge - $3,216,000.
Improvements for ADA Access - $2,216,000.

Improvements to the combined sewer overflow rack storage basin -$10,506,000.
Replacement of water mains -$3,573,000.

City of Akron
Capital Assets

(net of accumulated depreciation)

Governmental Activities Business-type Activities Total
2004 2005 2004 2005 2004 2005
$149,313,336  $150,847,187 $26,463,028  $26,478,028 $175,776,364 $177,325,215
59,538,957 60,392,386 29,747,482 34,961,109 89,286,439 95,353,495
124,286,215 122,347,208 81,117,981 83,612,876 205,404,196 205,960,084
76,513,287 79,843,813 237,211,465 229,765,021 313,724,752 309,608,834
13,968,544 12,027,370 5,579,089 4,143 815 19,547,633 16,171,185
257,947,965 273,978,342 76,227,126 86,471,193 334,175,091 360,449,535
$681,568,304  $699,436,306 $456,346,171  $465,432,042 $1,137,914,475  $1,164,868,348

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

on page 54 and Note 7 starting on page 63.
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Long-term debt. At the end of the current fiscal year, the City of Akron had total debt
outstanding of $675,500,283. All general obligation and special assessment bonds and
notes are backed by the full faith and credit of the City. The remainder of the City of

Akron’s debt represents bonds secured solely by specified revenue sources.

City of Akron
Outstanding Debt
Governmental Business-type
Activities Activities Total
2004 2005 2004 2005 2004 2005
General Obligation Bonds $ 186,974,564  § 194886452 § 2,856,881 § 1339672 § 189,831,445 § 196,226,124
OPWC Loan 5,336,703 8,232,378 3,059,266 3,141,885 8,395,969 11,374,263
Ohio Department of
Development Loan 1,416,362 1,363,491 1,416,362 1,363,491
Non-Tax Revenue Bonds 27,725,000 26,325,000 27,725,000 26,325,000
Income Tax Revenue Bonds 220,625,000 217,585,000 220,625,000 217,585,000
Special Revenue Bonds 48,325,000 46,315,000 48,325,000 46,315,000
Special Assessment
Bonds and Notes 20,491,318 18,363,662 20,491,318 18,363,662
SIB Loan 7,758,500 9,955,500 - 7,758,500 9,955,500
Mortgage Revenue Bonds - 54,035,000 49,205,000 54,035,000 49,205,000
Revenue Bonds 41,135,000 42,485,000 41,135,000 42,485,000
OWDA Loan 60,518,215 56,302,243 60,518,215 56,302,243

$ 518,652,447

$ 523,026,483

$ 161,604,362

$ 152,473,800

$ 680,256,809

$ 675,500,283

The City of Akron’s total debt outstanding decreased by $4,756,526 (0.70%) during the
current fiscal year.

During the current fiscal year the City issued $80,640,000 in general obligation bonds.
Out of the proceeds, $40,208,751 was used to provide cash and purchase U.S. Treasury
securities to refund $38,625,000 in general obligation bonds. The City also issued
$31,940,000 in Certificates of Participation, Series 2005-A (Parking Facilities Project).
Out of the proceeds, $23,002,932 was used to provide cash and purchase U.S. Treasury
securities to refund $21,820,000 in general obligation bonds.

The City of Akron’s General Obligation bond ratings are AA- from Fitch, A1 from
Moody’s, and AA- from Standard & Poor’s. The insured Water and Sewer Revenue

bonds are rated AAA from Fitch, Aaa from Moody’s, and AAA from Standard & Poor’s.

The Ohio Revised Code provides that the outstanding general obligation bonds less self-
supporting debt (e.g., income tax-backed projects) of the municipal corporation, whether
or not approved by the electors, shall not exceed 10.5% of the assessed value of all
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property in the municipal corporation as listed and assessed for taxation. In addition, the
unvoted net debt of municipal corporations cannot exceed 5.5% of total assessed value of
property. The City of Akron’s total debt limit (10.5%) is $352,287,495, and the total
unvoted net debt limit (5.5%) is $184,531,545.

Additional information on the City of Akron’s long-term debt can be found in Notes 10-
12 on pages 70-87.

Economic Factors and Next Year’s Budgets and Rates

e Akron’s average annual unemployment rate at year-end was 6.6%, compared to
7.1% in the prior year.

e The City of Akron budgeted income tax collections will remain at the same level
as 2005.

In the 2006 budget, the General Fund unencumbered fund balance is projecting a
$279,201 increase.

Request for Information

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

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

Liabilities
Current liabilities:

Accounts payable and other accrued liabilities

Customer deposits

Due to other governments

Deferred revenue

Matured bonds and interest payable

Accrued interest payable

Accrued wages

Accrued vacation and leave

COPs and obligations under capital lease

Liability for unpaid claims

Bonds, notes and loans payable
Total current liabilities

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

Total noncurrent liabilities
Total liabilities

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

Total net assets

Exhibit 1

City of Akron, Ohio
Statement of Net Assets
December 31, 2005
Governmental Business-type
Activities Activities Total
$ 10,082,981 $ 10,169,871 $ 20,252,852
148,300,167 11,097,264 159,397,431
89,780,049 8,737,056 98,517,105
460,171 - 460,171
14,920,264 6,042,814 20,963,078
2,491,181 (2,491,181) -
964,944 2,720,763 3,685,707
266,999,757 36,276,587 303,276,344
95,756,785 - 95,756,785
9,381,450 - 9,381,450
4,579,171 1,318,298 5,897,469
71,175,161 - 71,175,161
211,239,573 61,439,137 272,678,710
488,196,733 403,992,905 892,189,638
880,328,873 466,750,340 1,347,079,213
1,147,328,630 503,026,927 1,650,355,557
19,446,259 5,059,503 24,505,762
648,701 636,373 1,285,074
2,360,194 29,023 2,389,217
128,779,723 1,298 128,781,021
256,131 - 256,131
2,372,771 2,196,620 4,569,391
4,018,078 558,359 4,576,437
11,605,478 1,453,974 13,059,452
3,040,525 - 3,040,525
5,213,302 - 5,213,302
19,226,817 13,625,047 32,851,864
196,967,979 23,560,197 220,528,176
61,083,626 - 61,083,626
57,189,042 5,309,213 62,498,255
18,292,328 (496,704) 17,795,624
495,699,432 138,848,753 634,548,185
632,264,428 143,661,262 775,925,690
829,232,407 167,221,459 996,453,866
354,911,430 312,958,242 667,869,672
111,158,992 9,355,201 120,514,193
(147,974,199) 13,492,025 (134,482,174)
$ 318,096,223 $ 335,805,468 $ 653,901,691

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

34



JuaWwae)s sty Jo ued [eISojul UB 21 SJUSWISIEIS [RISUBULY SY) 0) SII0U Y],

'sasuadxa wies3oid ur papnjoul uoijerda1dop sopn[oxy

35

169°106'€S9  §  895'S08°SEE §  €27°960°81€ $ Suipus - 519558 19N
LIE'ESILE 089°1¥9°9Z¢€ L89°11S°01E SutuuiSaq - s19sse 10N
$TEBYLIL 88L°€91°6 9ES¥8S°L 19858 10U Ul 95URYD
908°LLETET SS9°STIY 151°75T°82C SIQJSUBI) PUB SONUDASI [BISUSS [10]
- 09¥°866 (09t°866) S1gjsuel]
196°1L9°1 ST8°CI 911°'659°1 sjasse [ended Jo afes uo uren
£20°96¥°01 $08°€E8°T 61TT99°L SNOJUEB[[2ISIA
0t°691°SH - 0b°691°SH SONUIASI PAIRYS PaIoLISAIUN)
601°9L¥9 995°08¢ £¥SS61°9 s3uuIes JUSWISIAU]
786°9¥6°€ 1 - 786'916°€1 sanuaAal qQAf
628°0S8°LT - 628°0S8°LT soxe) Auadoig
0zs'o9L'9zl  $ - $  0T5'99L°9C1 $ SOXE) QWOdU]
saxe],

1SONUIAJY [BIOUID)

(Z8+°679°S1T) $ €€1'8€0°S $ (519°£99°020) $ Z18°€58°ST $  6799£L°0T 6€7°88€°011 $  79£'809°TLE JUSWIUIBAOD) [R10 ],
£E1°8€0°S £€1°8€0°S - 885°95€°9 - €6v°LEOSL 8Y6°SSE9L saniAnoe adA3-ssauisnq [e10,
789'8LYE 789'8LY'€E - S99°€TS Y - €6L° 126 9LL996°S sanj1oey Sunjred

(LOS°1LS) (L0S 1LS) - - - 69¢£°€61 9L8VY9L yodiy

(€1€°267) (€1€°2627) - 8TH°01T - 8.8°8L8 619°18€°1 351n09 J]0D

(€€L¥87) (e€L'¥87) - - - - €€LV8T ses % [10

(LST'¥8S) (LST'¥8S) - 16vYLT - 006°S9€°9€ 8Y9'VCT'LE lamag
192°T6T°€ 197°T6C°€ - $00°8YE°l - €SS°LLYTE 96T°€EL0E BEIJTN

:saniAnoe adAy-ssauisng

(S19°299°022) - (S19°£99°022) YTT'L6Y 61 6C9°9EL°0C 9¥6°0SE SE Y1¥TST96T SANIALOE [eIUSWILISA0S [E10],

(915°68€°11) - (915°68€°11) - - - 91S68€°T1 suoneraidap pajesojeun

(919°LL0°LD) - (919°LL0°LD) - - - 919°LLOLT 15919)U]

(€90°811°9) - (€90°811°9) - €TLSYI‘] yL9'6EE 09¥°€09°L syted pue uoneasdy

(LS0°€65°6) - (Ls0°€65°6) - 055°959°S £€0°€8S 09781 ey d1qnd

(ss6°'6¥L'8) - (sS6°6¥L°8) - SYL'669°TI TIv'v9 TLpIsiIe JUSWUOIIAUS Ajunwwo)

(L609€8°T01) - (L60°9€8°T01) - 858°7€6 155°6L0°1 905°8¥8%01 Kiages o1qng

(PSt°809°01) - (S¥'809°01) YTT'L6Y'61 €SL°10€ LIS VT ELI'ET6YS 301A19s d1[qng

(Ls8v6Tvy) $ - $ (LS8'Y6TvY) $ - $ - yESIL'S $ 16£°€90°€S JUBWIUISAO0S [EIDUID)

'SANIAIOR [BJUSWILLIDAOD)
swei3044/suopouny
[e10], SINIANIY SINADIY suonnqiiuo) suonnqriuo) SIAIRS sasuadxy
ad£)-ssauisng [BJUIUWIUIIA0D pue sjuern pue sjueln 10J sdgsey)
rende) Sunesadg

S)ISSY JON Ul saguey) SINUIAY wvIZodg

pue InuIARY (3suddxy) 19N

00T ‘1€ 19quia0d(] papuy Jea Y1 104
SANIANOY JO JUdWARIS
oryQ ‘uonfy Jo AD
Tuquxyg



Assets

Pooled cash and investments

Restricted cash and investments

Receivables, net of all for llectibl
Loans receivable

Due from other governments

Due from other funds

Deposits

Total assets

Liabilities

Accounts payable
Customer deposits

Due to other governments
Due to other funds

Due to others

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

Accrued vacation and leave

Total liabilities
Fund balances

Reserved for encumbrances
Reserved for loans receivable

Unreserved desi d for pre- reported in
general fund

Unreserved desi d for pre- t reported in
special revenue funds

Unreserved desi d for p brances reported in
debt service funds

Unreserved desi d for pi brances reported in
capital project funds

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

Total fund balances

Total liabilities and fund balances

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

City of Akron, Ohio

Balance Sheet - Governmental Funds

Exhibit 3

December 31, 2005
Community Special CLC Bond Other Total
Learning Assessment Payment Governmental Governmental
General Centers Bond Payment Fund Funds Funds

- s 4905935 $ -8 - s 8,549,271 $ 13,455,206

- 133,983,637 341371 14,941 13,960,218 148,300,167
50,258,706 87,181,242 24,950,719 - 23,021,510 185,412,177
568,032 - - - 9,273,589 9,841,621
659 - - - 4,150,739 4,151,398
6,217,549 2,785,018 - - 33,538,471 42,541,038
- - - 71,175,161 - 71,175,161
57,044,946 $ 228855832 § 25,292,090 § 71,190,102 § 92,493,798 $ 474,876,768
5,020,777 $ 2,062 §$ - 3 - 3 3,058,887 $ 8,081,726
- - - - 648,701 648,701

- - - - 5,951,194 5,951,194

920,381 43 - - 37,502,460 38,422,884

- - - - 555,403 555,403

3,407 - - - 1,870,940 1,874,347
33,224,425 84,913,980 22,950,719 - 15,182,979 156,272,103
- - - - 205,000 205,000

- - - - 51,131 51,131
3,783,819 - - - 3,901,033 7,684,852
2,844,516 - - - 920,554 3,765,070
235,532 - - - 170,653 406,185
46,032,857 84,916,085 22,950,719 - 70,018,935 223,918,596
1,835,123 19,925 - - 26,043,240 27,898,288
568,032 - - - 9,273,589 9,841,621
127,555 - - - - 127,555

- - - - 591,505 591,505

- - - - 84 84

- - - - 666,181 666,181
8,481,379 - - - - 8,481,379
- 143,919,822 - - 11,303,513 155,223,335

- - 2,341,371 71,190,102 11,213,379 84,744,852
. - - - (36,616,628) (36,616,628)
11,012,089 143,939,747 2,341,371 71,190,102 22,474,863 250,958,172
57,044,946 § ;_}8,855,832 $ 25,292,090 $ 71,190,102 § 92,493,798 $ 474,876,768
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Exhibit 3a

City of Akron, Ohio
Reconciliation of the Balance Sheet to the Statement of Net Assets - Governmental Funds
December 31, 2005
Total fund balances for governmental funds (Exhibit 3) $ 250,958,172

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

Investments in City of Akron issued bonds and notes are eliminated in the
government-wide statement of net assets. (8,100,234)

Capital assets used in governmental activities (excluding internal service fund capital
assets) are not financial resources and therefore are not reported in the funds. 696,003,753

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

Income taxes 9,878,838
JEDD revenues 612,606
Special assessments 10,432,530
Shared revenues 8,442,753
29,366,727
The assets and liabilities of the internal service funds are included in the governmental
activities in the statement of net assets. (10,079,465)

Long-term liabilities including bonds payable and accrued interest payable
are not due and payable in the current period and therefore are not reported in the funds.

Accounts payable and other accrued liabilities (1,670,316)
Due to other governments (5,133,000)
Accrued interest payable (2,371,914)
Accrued vacation and leave (49,425,570)
Bonds, notes and loans payable (514,692,639)
Obligations under capital lease (63,815,000)
Unamortized bond premium (18,292,328)
Unamortized bond issue cost 4,579,171
(650,821,596)
OPWTC loan funds not drawn down, therefore, receivable not reflected in the funds. 10,768,866
Total net assets of governmental activities (Exhibit 1) $ 318,096,223

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

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

For the Year Ended December 31, 2005

C ity Special CLC Other Total
Learning Assessment Bond Payment Governmental Governmental
General Centers Bond Payment Fund Funds Funds
Revenues
Income taxes $ 76,696,746 $ 12,433,025 $ 44,192 § - $ 35,398,351 $ 124,572,314
Property taxes 17,838,683 - - - 10,058,188 27,896,871
JEDD revenues 800,000 - - - 13,257,613 14,057,613
Special assessments 46,371 - 4,133,605 - 9,056,655 13,236,631
Grants and subsidies:
Community development - - - - 12,861,997 12,861,997
Other 236,779 - - - 13,606,842 13,843,621
Investment earnings 1,092,805 4,718,653 117,236 62,302 1,276,261 7,267,257
Shared revenues 25,658,705 - - 4,663,510 15,944,406 46,266,621
Licenses, fees and fines 9,056,271 - - - 1,585,950 10,642,221
Charges for services 15,409,965 - - - 8,873,350 24,283,315
Miscellaneous 878,155 2,205 68,266 - 9,732,495 10,681,121
147,714,480 17,153,883 4,363,299 4,725,812 131,652,108 305,609,582
Expenditures
Current:
General government 22,227,105 123,737 392,994 5,430 15,783,637 38,532,903
Public service 20,763,786 32,523 - - 66,471,392 87,267,701
Public safety 89,723,742 - - - 14,736,285 104,460,027
Community environment 1,463,490 359,942 - 7,231,587 14,940,455 23,995,474
Public health 7,298,911 - - - 8,454,591 15,753,502
Recreation and parks 6,382,256 - - - 1,198,525 7,580,781
Capital outlay - - - - 192,958 192,958
Debt service:
Principal retirement 66,479 2,238,790 5,617,956 506,210 25,417,838 33,847,273
Interest 43,918 7,693,959 445,036 2,537,803 8,343,443 19,064,159
Bond issuance expenditures - - - - 2,215,424 2,215,424
147,969,687 10,448,951 6,455,986 10,281,030 157,754,548 332,910,202
Excess (deficiency) of revenues over expenditures (255,207) 6,704,932 (2,092,687) (5,555,218) (26,102,440) (27,300,620)
Other financing sources (uses)
Issuance of general obligation bonds - - 2,375,000 - 50,360,419 52,735,419
Issuance of general obligation notes - - - - 1,115,300 1,115,300
Premium on G.O. Debt - - - - 7,289,095 7,289,095
Issuance of refunding obligations - - - - 95,235,000 95,235,000
Payment for refund obligations - - - - (96,873,368) (96,873,368)
Transfers-in 3,970,317 - - - 12,069,774 16,040,091
Transfers-out (6,900,007) - - - (12,518,544) (19,418,551)
(2,929,690) - 2,375,000 - 56,677,676 56,122,986
Net change in fund balance (3,184,897) 6,704,932 282,313 (5,555,218) 30,575,236 28,822,366
Fund balances (deficit), January 1, 2005 14,196,986 137,234,815 2,059,058 76,745,320 (8,100,373) 222,135,806
Fund balances, December 31, 2005 $ 11,012,089 $ 143,939,747 § 2341371 § 71,190,102 $ 22,474,863 $ 250,958,172

The notes to the financial statements are an integral part of this statement.
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Exhibit 4a

City of Akron, Ohio
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances
to the Statement of Activities - Governmental Funds

For the Year Ended December 31, 2005

Increase in fund balances - total governmental funds (Exhibit 4) $ 28,822,366

Amounts reported for governmental activities in the statement of activities are
different because:

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

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

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

is the amount by which capital outlays ($39,175,627) exceeded depreciation ($20,542,143)

in the current period. 18,633,484

The net effect of selling capital assets decreased net assets. 1,659,116

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. 1,509,486

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

Issuance of debt (149,085,719)
Payment of debt 130,720,641
Premium on debt (7,289,095)
Bond issuance expenditures 2,215,424

(23,438,749)

Some of the expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in

governmental funds. (18,574,125)

Certain net revenues (expenses) of the internal service funds are reported with

governmental activities in the statement of activities. (1,027,042)
Decrease in net assets of governmental activities (Exhibit 2) $ 7,584,536

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

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

for uncollectibles

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

Total current assets

Noncurrent assets
Unamortized bond issue costs
Property, plant and equipment,
net of accumulated depreciation
Total noncurrent assets

Total assets

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

Noncurrent liabilities
Obligations under capital lease
Due in more than one year

Deferred charges and other liabilities

Bonds, notes, and loans
Total noncurrent liabilities

Total liabilities

Net assets

Invested in capital assets net of related debt

Restricted for debt service
Unrestricted (deficit)

Total net assets

City of Akron, Ohio

Statement of Net Assets - Proprietary Funds

December 31, 2005
Other
Off-Street Enterprise
Water Sewer Parking Funds

1,417,739 $ 8,148,810 $ 86,756 516,566
4,376,958 6,720,306 - -
3,554,460 5,100,156 25,028 57,412
149,195 5,892,772 - 847

- 303,205 - 6,810

1,521,507 1,152,455 - 46,801
11,019,859 27,317,704 111,784 628,436
751,215 567,083 - -
142,348,892 239,795,090 72,902,982 10,385,078
143,100,107 240,362,173 72,902,982 10,385,078
154,119,966 267,679,877 73,014,766 11,013,514
931,188 1,340,722 788,194 56,108
636,373 - - -

- 29,023 - -

629,366 554,962 83,936 398,966

- - - 1,298

991,303 1,202,186 3,131 -
866,191 1,045,492 - 31,608
341,080 195,580 - 21,699
874,849 509,876 - 69,249
304,660 81,772 31,017 -
4,980,000 - - -

- 2,820,000 - -

1,250,817 3,950,650 - -
95,958 110,173 - -
11,901,785 11,840,436 906,278 578,928
2,943,903 2,103,086 - 262,224
(758,669) 261,965 - -
57,424,543 80,684,625 739,585 -
59,609,777 83,049,676 739,585 262,224
71,511,562 94,890,112 1,645,863 841,152
78,292,914 152,147,870 72,132,380 10,385,078
4,310,040 5,045,161 - -
5,450 15,596,734 (763,477) (212,716)
82,608,404 $ 172,789,765 $ 71,368,903 $ 10,172,362

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

Net assets of business-type activities

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

Statement of Net Assets - Proprietary Funds

December 31, 2005
Governmental
Activities-
Internal
Total Service Funds

$ 10,169,871 $ 4,728,009
11,097,264 -
8,737,056 124,657
6,042,814 -
310,015 1,604,682
2,720,763 964,944
39,077,783 7,422,292
1,318,298 -
465,432,042 3,432,553
466,750,340 3,432,553
505,828,123 10,854,845
3,116,212 579,203
636,373 -
29,023 -
1,667,230 4,365,621
1,298 -
2,196,620 857
1,943,291 1,880,759
558,359 253,008
1,453,974 688,412

- 189,379

- 5,213,302

417,449 31,981
4,980,000 -
2,820,000 -
5,201,467 -
206,131 -
25,227,427 13,202,522
- 119,772

5,309,213 8,544,353
(496,704) -
138,848,753 201,629
143,661,262 8,865,754
168,888,689 22,068,276
312,958,242 2,889,792
9,355,201 -
14,625,991 (14,103,223)

$ (11,213,431

(1,133,966)
$ 335,805,468
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