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ROCKY RIVER
CITY HALL

21012 HILLIARD BLVD. . ROCKY RIVER, OHIO 44116 . (440) 331-0600

August 31, 2009

Mayor Pamela E. Bobst;
Members of City Council; and
Citizens of Rocky River

Transmittal of the Comprehensive Annual Financial Report

The City of Rocky River, Ohio (City) is pleased to submit the Comprehensive Annual Financial Report
(CAFR) for the year ended December 31, 2008. The CAFR is a more extensive report than basic financial
statements and it is believed that the CAFR demonstrates the City's ongoing commitment to be accountable
to its citizenry and to excellence in financial reporting. While no single report can be all things to all people,
the goal in presenting this report is to provide any person or entity interested in the City with information
needed to gain a fair understanding of the City's financial position, results of operations and cash flows.

The Ohio Revised Code Section 117.38 requires that the City certify and file, within one hundred fifty days
after the close of the fiscal year, a complete set of financial statements presented in conformity with
accounting principles generally accepted in the United States of America (GAAP) and audited in accordance
with auditing standards generally accepted in the United States of America. The City issues this
Comprehensive Annual Financial Report for the year ended December 31, 2008 therefore.

The CAFR consists of management’s representations concerning the finances of the City. Consequently
management assumes responsibility for the completeness and reliability of the information contained in this
report, based upon a comprehensive internal control system that has been established for that purpose. To
provide a reasonable basis for making these representations, management of the City has established a
thorough internal control framework that is designed to both protect the City’s assets from loss, theft, or
misuse and to compile sufficient reliable information for the preparation of the City’s financial statements in
accordance with GAAP. Because the cost of internal control should not exceed anticipated benefits, the
objective of the internal control system is to provide reasonable, rather than absolute, assurance that the
financial statements are free of any material misstatements.

The financial statements of the City have been audited by independent auditor Ciuni & Panichi, Inc. The
objective of an audit is to provide reasonable assurance that the financial statements are free of material
misstatement. The audit involved examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements; assessing the accounting principles used and significant estimates
made by management; and evaluating the overall financial statement presentation. Based upon the results of
the audit, Ciuni & Panichi, Inc. concluded that there was a reasonable basis for rendering an unqualified
opinion that the City’s financial statements for the year ended December 31, 2008 are fairly presented in
conformity with GAAP. The independent auditor’s report is presented as the first component of the Financial
Section of the CAFR.
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The City appointed an Audit Committee to review the audit process; and to report to and make
recommendations to City Council. The three Audit Committee members are residents of the City with
expertise in financial administration and auditing.

Management’s Discussion and Analysis (MD&A) immediately follows the independent auditor’s report and
provides a narrative introduction, overview and analysis of the basic financial statements. The MD&A

complements this Letter of Transmittal and should be read in conjunction with it.

Profile of the City of Rocky River, Ohio

The City of Rocky River is an established residential community located in northeastern Ohio that covers
4.48 square miles along the southern shore of Lake Erie west of the City of Cleveland, in Cuyahoga County.
The Rocky River, which drains into Lake Erie, forms the eastern border of the City. The City’s population
according to the 2000 Census was 20,735. The City is a home rule municipal corporation established
pursuant to the general laws of the State of Ohio and has its own charter. The current charter, which
provides for the Mayor/Council form of government, was originally adopted in 1960 and last amended in
2008.

The City is governed by a full-time Mayor elected for a two year term; City Council consists of seven elected
members who serve two year terms. The Law Director is also an elected office holder who serves a two year
term. The Mayor appoints the heads of the following departments: Building, Economic and Community
Development, Engineering, Finance, Office on Aging, Recreation and Safety-Service. As of December 31,
2008 the City had 209 full-time employees.

The City provides various services including police and fire protection (including emergency medical
services), parks and recreation, senior services, street maintenance, sanitary and storm sewer services,
planning and zoning, and general government services. Public health services are provided by contract with
the Cuyahoga County Board of Health. Located in the City are the Rocky River Wastewater Treatment Plant
and the Rocky River Municipal Court. Both provide services to a jurisdiction that extends to several
neighboring communities.

In addition to access to services by government entities, City residents may participate in the activities of a
variety of local private institutions in the City including the Cleveland Yachting Club; River Oaks Athletic
Club; Westwood Country Club; Oakwood Beach; Parklawn Beach; Wagar Beach; Lutheran West High
School; Magnificat High School and numerous elementary schools and churches that contribute to the sense
of community in the City.

Economic Conditions

Local Economy  Because of the proximity to major cultural, educational and medical facilities in
Northeastern Ohio and ease of travel in the area, the City experiences a degree of economic stability.

The City’s fiscally responsible approach to economic factors associated with managing a built-out suburb, an
understanding of mutual benefits to be derived from intergovernmental cooperation with neighboring
communities and its proximity to the City of Cleveland economy foster a degree of economic stability now
and for the foreseeable future.

The tax base of the City’s municipal income tax consists of businesses (and employees) located within the
City as well as individual, resident taxpayers. Calculated from Ohio Department of Taxation 2005 statistics
(the most recent data available), the per capita income and median family income of City residents are 165%
and 144.6% of the State of Ohio averages, respectively. The largest organizations located within the City
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generating income tax revenue are the City and the Rocky River City School District. Other significant
industries in the City are senior citizen congregate housing and health care; banking; insurance (including
health); and retail. Revenue realized from the City’s municipal income tax decreased a modest 2.47% from
2007.

An indicator of the economic strength of a primarily residential community is its property values. The
Cuyahoga County Auditor oversees property appraisals within the City. The City’s full value per capita is
approximately $90,635, mainly attributable to quality housing stock with a median value of $188,700 or
182% of the State of Ohio average. The City has experienced growth in assessed valuation of the real
property values of about two and a half percent over the last five years. Legislation in 2005 enacted by the
General Assembly of the State of Ohio eliminated the tangible personal property tax. The total phase out of
the tax will be effective January 1, 2009. The legislation provided for the City to be reimbursed for the lost
tax revenue on a sliding scale through 2018. Therefore, the tangible personal property value has been
reduced to an insignificant tax base.

Major Initiatives During 2008, the City made progress toward important priorities and/or operations.

The City put funding in place for the following significant sewer maintenance and rehabilitation projects:

Project Project Cost Funding Construction Schedule
Valley View Area $4,979,520 | 60% interest free loan; 40% local | 03/01/2009 to 03/30/2011
funding
Elmwood Road $815,000 | 100% local funding 06/15/2009 to 09/15/2009
Hampton Interceptor $5,409,600 | 70% interest free loan; 30% local | 04/01/2010 to 11/30/2012
funding

The interest free loans are provided by the Ohio Public Works Commission (OPWC) an agency of the State
of Ohio. To support these projects with a local funding revenue stream, in March 2008, the City began
collection of a fixed fee of $25 per quarter per household imposed in conjunction with sanitary sewer
charges.

These projects have been determined as those of priority within the comprehensive sewer maintenance and
rehabilitation plan drafted by the City Engineer in 2007.

The City experienced a full year of operation of the improved Don Umerley Civic Center that opened in
October 2007. Participation statistics bear out that the facility, including an indoor pool and fitness center,
has expanded as a hub of community activity as programs were initiated for broad appeal. Financially,
recreation activities have not been self-supporting; this facility’s expansion has not reversed that trend. The
City supported the Recreation Center Fund with a transfer of $800,000 and an advance of money of $500,000
while an operational history is established.

Long-term Financial Planning

Through prudent planning, limited borrowing and reserved budgetary increases, the City expects its financial
position will remain stable given a history of sound financial operations and moderately healthy reserves.
Municipal Income Taxes account for approximately 40% of total General Fund revenues. While this revenue
source is economically sensitive and has remained relatively flat in recent years, the City’s financial position
has not been negatively impacted due to conservative budgeting: collections have been within or exceeded
budget expectations. Some financial flexibility to provide resources for capital improvement projects, is
gained by estate tax receipts (Intergovernmental Revenue); of which collections have ranged from $1.9 to
$3.3 million in the most recent five years.




Property tax revenue accounts for approximately 20% of total General Fund revenue. The sexennial property
revaluation, last undertaken by the Cuyahoga County Auditor in 2006, on behalf of all taxing districts in
Cuyahoga County, resulted in an increase in the Total Tax Valuation of property in the City of approximately
10%. However, due to the phase out of the tangible personal property tax by the State of Ohio, that
component of the City’s Total Tax Valuation has decreased by over 50% from 2007 to 2008 and overall 86%
in the last five years. The statutory reduction of the tangible personal property tax base was partially offset
by an increase in the real property component of 12.6% in that same five year period. As of December 2008,
the real property component now makes up about 98% of the City’s Total Tax Valuation. Finally, the City is
monitoring the effects on its Total Tax Valuation of the current real estate market.

The City uses on-going analysis of these and other revenue sources as a basis for its annual budget while
balancing the need for reserves. In the most recent five years, the General Fund reserve has fallen within a
range of 20% to 31% with an average of just under 25%.

Mutual agreements with other governments to provide services to City residents are always a consideration
for any projects undertaken. Currently, income tax collection, wastewater treatment, certain safety services,
justice services, park management, air traffic monitoring and marine patrol are provided by contract with
other governments or managed by multi-jurisdictional related entities.

Awards and Acknowledgements

Certificate of Achievement  The Government Finance Officers Association of the United States and
Canada (GFOA) awarded a Certificate of Achievement of Excellence in Financial Reporting to the City for
its Comprehensive Annual Financial Report for the year ending December 31, 2007. This was the twenty
first year that the City has received this prestigious award. A “Certificate of Achievement” is awarded to the
City when its publication is issued with easily readable language; is efficiently organized and
comprehensive; and conforms to the programs standards for an annual financial report. This report must
satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a one year period only. The City believes the current CAFR
continues to meet the award program requirements, and will submit it to determine its eligibility for another
certificate.

Acknowledgements  The publication of the CAFR is a significant step in the ongoing effort toward
superior financial reporting. City Council’s commitment to excellence of the City in general and support for
this project in particular are sincerely appreciated. The initial appointment of the Audit Committee has also
been supportive of this goal.

The City would like to express its appreciation to the firm of Ciuni & Panichi, Inc. for its professional
services for assistance with the preparation of the 2008 CAFR. The CAFR represents a coordinated effort
among departments of the City; each department takes pride and care managing the assets of the public that
are under its control. This report is meant to demonstrate and document such effort.

Respectfully submitted,

/s/ Michael A. Thomas

Michael A. Thomas, CPA
Director of Finance
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CPAs and Business Advisors
Independent Auditors’ Report

Members of the City Council
Rocky River, Ohio

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 Rocky River, Ohio
(the “City”) as of and for the year ended December 31, 2008, which collectively comprise the City’s basic
financial statements as listed in the table of contents. These financial statements are the responsibility of the
City’s management. Our responsibility is to express opinions on these financial statements based on our
audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the
aggregate remaining fund information of the City as of December 31, 2008, and the respective changes in
financial position and cash flows where applicable, thereof and the respective budgetary comparison for the
General and Recreation Center Funds for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As described in Note 3, during the year ended December 31, 2008, the City implemented Governmental
Accounting Standards Board (GASB) Statement No. 45, Accounting and Financial Reporting by Employers
for Postemployment Benefits Other Than Pensions (OPEB), Statement No. 49, Accounting and Financial
Reporting for Pollution Remediation Obligations, and Statement No. 50, Pension Disclosures.

In accordance with Government Auditing Standards, we have also issued our report dated August 31, 2009
on our consideration of the City’s internal control over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose
of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

C) C&P Advisors, LLC 95201 Chagrin Boulevard
Ciuni & Panichi, Inc. Cleveland, Ohio 44122.5683
p. 216.831.7171
f.216.831.3020
www.cp-advisors.com

Joel Strom Associates LLC
C&P Wealth Management, LLC 1



Members of the City Council
Rocky River, Ohio

The management’s discussion and analysis on pages 3 through 13 is not a required part of the basic financial
statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion on it.

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

Como. b Glanaeld. | e,

Cleveland, Ohio
August 31, 2009



City of Rocky River, Ohio
Management's Discussion and Analysis (Unaudited)
For the Year Ended December 31, 2008

The administration of the City of Rocky River, Ohio (City) offers this Management’s Discussion and Analysis to
provide a narrative overview and analysis of the City's financial activities for the year ended December 31, 2008.
The intent of the Management’s Discussion and Analysis is to look at the City's financial performance as a
whole; readers should also review the Transmittal Letter and the Basic Financial Statements to enhance their
understanding of the City's financial performance.

Financial Highlights

Key financial highlights for 2008 are:

o Total revenues were $31,722,748, an increase of 3.9 percent from 2007. Total expenses were
$31,500,809, an increase of 4.3 percent over 2007 levels. This resulted in an increase in total net assets
of $221,939 or 0.3 percent.

o Total assets decreased by $468,864 or 0.5 percent from 2007.

o Total liabilities decreased by $690,803 or 2.0 percent from 2007.

e Total capital assets increased by $1,356,096 or 2.0 percent from 2007.

Total outstanding long-term liabilities decreased $901,218 from 2007, a decrease of 3.5 percent.
Using This Comprehensive Annual Financial Report

The Comprehensive Annual Financial Report (CAFR) consists of a series of financial statements and notes to
those statements. These statements are prepared and organized so the reader can understand the City as a financial
whole or as an entire operating entity. The financial statements proceed to provide an increasingly detailed look
at the City’s specific financial condition.

The Statement of Net Assets and Statement of Activities provide information about the activities of the whole
City, presenting both an aggregate view of the City's finances and a longer-term view of those assets. Major fund
financial statements provide the next level of detail. For governmental funds, these statements tell how services
were financed in the short term as well as what dollars remain for future spending. The fund financial statements
also look at the City's most significant funds with all other non-major funds presented in total in one column.

Reporting the City of Rocky River as a Whole
Statement of Net Assets and Statement of Activities

While this document contains information about the funds used by the City to provide services to citizens, the
view of the City as a whole looks at all financial transactions and asks the question, "How did the City do
financially during 2008?" The Statement of Net Assets and the Statement of Activities answer this question.
These statements include all assets and liabilities using the accrual basis of accounting similar to the accounting
method used by the private sector. The basis of this accounting takes into account all of the current year's
revenues and expenses regardless of when the cash is received or paid.



City of Rocky River, Ohio
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These two statements report the City’s net assets and changes in them. The City’s net assets, the difference
between assets, what the residents own, and liabilities, what the residents owe, is one way to measure the City’s
financial health, or financial position. Over time, increases or decreases in the City’s net assets are an indicator
of whether its financial health is improving or deteriorating. Also other nonfinancial factors, however, such as
changes in the City’s property tax base, income tax base, and the condition of the City’s capital assess (roads,
buildings, and water and sewer lines) should be considered to assess the overall health of the City. In the
Statement of Net Assets and the Statement of Activities, the City is divided into two kinds of activities:

e Governmental activities — Most of the City’s basic services are reported here, including police, fire,
streets, refuse collection, parks, recreation, and general administration. Property taxes, income tax, state
shared revenues, court fines, and recreation fees finance most of these activities.

¢ Business-type activities — The City charges a fee to customers to help it cover all or most of the cost of
certain services it provides. The City’s sanitary sewer activity is reported here.

The Statement of Net Assets and the Statement of Activities are divided into the following categories:

Assets

Liabilities

Net Assets (Assets minus Liabilities)
Program Revenue and Expenses

General Revenues

Net Assets Beginning of Year and Year's End

Reporting the Most Significant Funds of the City of Rocky River
Fund Financial Statements

The presentation of the City's major funds begins on page 18. Fund financial statements provide detailed
information about the City's major funds based on the restrictions on the use of monies. The City has established
many funds that account for the multitude of services, facilities and infrastructure provided to City residents.
However, these fund financial statements focus on the City's most significant funds. The City’s major funds are
the General, Sanitary Sewer, Recreation Center, General Obligation Bond Retirement, and Capital Improvement
Funds.

Government Funds

Most of the City's activities are reported in the governmental funds that focus on how money flows into and out
of those funds and the balances left at year-end available for spending in future periods. Governmental funds are
reported using an accounting method called modified accrual accounting, which measures cash and all other
financial assets that are expected to be readily converted to cash. The governmental fund statements provide a
detailed short-term view of the City's general operations and the basic services it provides. Government fund
information helps the reader determine whether there are more or fewer financial resources that can be spent in
the near future on services provided to residents. The relationship (or differences) between governmental
activities (reported in the Statement of Net Assets and the Statement of Activities) and governmental funds is
reconciled in the financial statements.
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Proprietary Funds

The City maintains two different types of proprietary funds. Enterprise funds are used to report the same
functions presented as business-type activities. The City uses an enterprise fund to account for the operations of
its sanitary sewer charges. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the City’s various functions. The City maintains this type of fund for its self-insurance of
health related employee benefits. Because this activity predominantly affects governmental rather than business
functions, it has been included within the governmental activities in the government-wide financial statements.

Proprietary fund financial statements provide the same type of information as the government-wide financial
statements, only in more detail. The basic proprietary fund financial statements can be found beginning on page
28 of this report.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the City’s administrative
oversight. Fiduciary funds are not reflected in the government-wide financial statements because the resources
are not available to support the City’s own programs. The City has an Investment Trust Fund and agency funds
to report within the fiduciary fund category. Agency funds are reported on a full accrual basis and only present
statements of assets and liabilities.

Notes to the Financial Statements

The notes provide additional information that is essential for a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the basic financial statements can be found starting
on page 33 of this report.

The City of Rocky River as a Whole

The Statement of Net Assets looks at the City as a whole. Table 1 provides a summary of the City's net assets for
2008 compared to restated 2007 balances. The December 31, 2007 Net Assets have been restated due to a
cumulative miscalculation in the vacation portion of Compensated Absences related to the City’s Security of
Persons and Property expense line item. In addition, the Net Assets were also restated for a change in engineer
estimates for Infrastructure. See Note 3 for additional information on the restatements.
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Table 1
Net Assets
Governmental Activities Business-Type Activities Total
Restated Restated Restated
2008 2007 2008 2007 2008 2007

Assets
Current and Other Assets $ 26,628,220 $ 28,422,701 $ 6,850,460 $ 6,880,939 $ 33,478,680 $ 35,303,640
Capital Assets, Net 50,172,715 48,724,396 17,431,388 17,523,611 67,604,103 66.248.007
Total Assets 76,800,935 77,147,097 24,281,848 24,404,550 101,082,783 101,551,647
Liabilities
Current and Other Liabilities 9,689,622 9,465,095 66,494 80,606 9,756,116 9,545,701
Long-Term Liabilities

Due Within One Year 1,561,488 1,262,179 27,888 26,879 1,589,376 1,289,058

Due In More Than One Year 22,981,130 24.172.862 335,103 344,907 23,316,233 24.517.769
Total Liabilities 34,232.240 34.900.136 429.485 452,392 34.661.725 35,352,528
Net Assets
Invested in Capital Assets

Net of Related Debt 30,592,575 28,079,248 17,184,178 17,261,301 47,776,753 45,340,549
Restricted for:

Capital Projects 4,463,366 4,038,732 0 0 4,463,366 4,038,732

Debt Service 434,148 299,208 0 0 434,148 299,208

Municipal Probation 416,388 381,081 0 0 416,388 381,081

Aging 218,952 354,143 0 0 218,952 354,143

Street Construction and

Maintenance 415,917 696,805 0 0 415,917 696,805

Other Purposes 816,857 364,080 0 0 816,857 364,080
Unrestricted 5,210,492 8.033.664 6,668,185 6,690,857 11,878,677 14,724,521
Total Net Assets $ 42,568,695 $ 42,246,961 $ 23,852,363 $ 23,952,158 $ _ 66,421,058 $ _ 66,199,119

Net Assets may serve over time as a useful indicator of a government’s financial position. For the City, Total
Assets exceed Total Liabilities by $66,421,058 as of December 31, 2008.

$47,776,753 reflects the investments in capital assets (land, construction in progress, buildings, improvements,
machinery and equipment, furniture and fixtures and infrastructure) less any related debt to acquire those assets
that is still outstanding. These capital assets are used to provide services to the City’s citizens; consequently,
these assets are not available for future spending. Although, the City’s investment in its capital assets is reported
net of related debt, it should be noted that resources needed to repay this debt must be provided from other
sources since the capital assets themselves cannot be used to liquidate these liabilities.

Total Assets for 2008 decreased by $468,864 or 0.5 percent when compared to 2007. The decrease in Total
Assets was influenced by a decrease in Cash and Cash Equivalents; an increase in Capital Assets moderated the
decrease. The impact on Cash and Cash Equivalents of the general obligation bonds issued in February 2005 has
diminished to a negligible amount as the related contractual obligations have been met. The City’s Total
Liabilities decreased $690,803 or 2.0 percent when compared to 2007. The largest decreases were due to
contracts becoming completed during 2008 and the payment of retainage and unearned revenue accrued in
relation to intergovernmental receivables.
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Table 2 shows the changes in net assets for the year ended December 31, 2008 compared to 2007.

Table 2
Changes in Net Assets
Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
Program Revenues:
Charges for Services $ 6,625,091 § 5,344,027 $ 2,012,434 $ 1,862,049 $§ 8,637,525 $ 7,206,076
Operating Grants and
Contributions 959,299 802,553 0 0 959,299 802,553
Capital Grants and
Contributions 929.746 874.200 195.846 54.603 1,125,592 928.803

Total Program Revenues _8.514,136 7,020,780 2,208,280 1,916,652 10,722,416 8.937.432

General Revenues:

Property and Other Local
Taxes 6,941,765 7,082,032 0 0 6,941,765 7,082,032
Municipal Income Taxes 8,673,869 8,893,894 0 0 8,673,869 8,893,894
Franchise Tax 207,503 149,384 0 0 207,503 149,384
Admissions Tax 36,715 40,874 36,715 40,874
Grants and Entitlements 4,156,898 3,837,407 0 0 4,156,898 3,837,407
Investment Income 516,771 1,110,881 0 0 516,771 1,110,881
Miscellaneous 466.811 471,662 0 0 466.811 471,662
Total General Revenues 21,000,332 21,586,134 0 0 21,000,332 21,586,134
Total Revenues 29,514,468 28,606,914 2,208,280 1,916,652 31,722,748 30,523,566
Program Expenses:
General Government 8,051,702 6,808,557 0 0 8,051,702 6,808,557
Security of Persons and
Property 9,396,241 9,829,332 0 0 9,396,241 9,829,332
Public Health 1,347,437 1,363,640 0 0 1,347,437 1,363,640
Transportation 3,195,503 2,314,773 0 0 3,195,503 2,314,773
Community Development 801,140 790,060 0 0 801,140 790,060
Basic Utility Service 1,609,178 1,693,864 0 0 1,609,178 1,693,864
Leisure Time Activities 3,937,438 4,076,680 0 0 3,937,438 4,076,680
Interest and Fiscal Charges 854,095 882,306 0 0 854,095 882,306
Sanitary Sewer Charges 0 0 2.308.075 2.454.298 2.308.075 2.308.075

Total Program Expenses 29,192,734 27,759,212 2,308,075 2,454,298 31.500,809 30,213,510

Increase (Decrease)

in Net Assets 321,734 847,702 (99.795) (537.646) 221.939 310,056
Net Assets January 1,

Restated 42,246,961 41,399,259 23,952,158  24.489.804  66.199.119 65,889,063
Net Assets December 31 $ 42,568,695 $ 42,246,961 $ 23,852,363 $ 23,952,158 $ 66,421,058 $ 66,199,119
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Governmental Activities

Governmental activities increased the City’s Net Assets by $321,734 during 2008, compared to an increase
in 2007 of $847,702. The difference between 2008 and 2007 change in Net Assets was primarily due to an
increase in Program Revenues which were offset by the increase in Program Expenses of the City.

Several revenue sources fund the City's governmental activities with City income tax being the largest
contribution. The income tax rate of 1/2 percent was established by City Ordinance No. 81-67, passed
August 28, 1967. The Income Tax Ordinance was amended on June 24, 1968 by City Ordinance No. 82-68
to increase the income tax rate to 1 percent and then on March 28, 1977, City Ordinance No. 5-77 approved
an increase in the income tax rate to 1-1/2 percent and a change in the tax credit for residents having income
taxable in another community. The income tax revenue amount for 2008 was $8,673,869, a $220,025
decrease from 2007. The City monitors its sources of revenue very closely to react to any changes or
fluctuations.

Income tax collections fluctuate year to year, however, overall, the City has enjoyed a consistent revenue
stream in income tax collections for the past several years. This consistency has been especially important to
the City because income tax revenue provided the City the funds needed to maintain streets, make
infrastructure improvements and strengthen the safety forces. The City continues to be very aggressive in
collecting delinquent income tax. The City records income tax revenues in the General Fund.

Grants and Entitlements increased $319,491 during 2008. The amounts collected by the City under
provisions of the Ohio Revised Code Chapter 5731, Estate Tax are recorded as Entitlements. During 2008,
$1,994,753 in current distributions and $56,886 from revised distributions was received. The City accounts
for Estate Tax revenue in the General Fund.

Total expenses for 2008 were $29,192,734, a 5.2 percent increase over 2007 levels. The increases occurred
in the General Government and Transportation categories; offsetting decreases in the Security in Persons and
Property and Leisure Time Activities categories.

During 2008, the largest program function for the City relates to Security of Persons and Property, which
includes police and fire protection. This program accounts for 32.2 percent of expenses. The decrease of
$433,091 reflects allocating Community Service Officers to activities such as prisoner management; resident
courtesy calls and impound lot management to reduce overtime expenses for patrol officers in those
activities. The Police Division, which is funded from the General Fund, operated within its operating budget
during 2008. The Police Division capital budget allowed for the purchase of three new patrol vehicles and
two command vehicles from the Equipment Purchase Fund that is supported by a General Fund transfer as
well as State of Ohio Liquor Permit Fees, an Intergovernmental revenue. The Division continues to upgrade
the vehicles and other safety equipment to better serve the community.

In 2008, the Fire Division operated with 28 full-time firefighters/paramedics, including officers. The Fire
Division is funded with General Fund revenues. Equipment maintenance expenditures of the Division
indicate the effort put forth to make equipment maintenance a priority to provide for the safety of the
community and members of the Division. In 2008, the Division added a cargo van for use by the Fire
Prevention Officer.
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Transportation accounts for 10.9 percent of expenses. Expenses under the Transportation heading were
made for the maintenance and repairs to the City's roads and infrastructure. The severe winter of 2008-2009
started early in the City. To be prepared the City purchased several more loads, measured in tons, of road
salt than in past years. Increased employee overtime costs related to clearing streets resulted. The result in
2008 was an increase of $880,730 for Transportation expenses. The City pays for its road and infrastructure
projects primarily from the City's general revenues, a part of which is provided by the City’s income tax.
The City takes great pride in maintaining its streets in above average condition and continues to set aside
money towards future capital improvements. The City may either pay cash for street improvement projects
or issue short-term debt and complete repayment within one or two years. The City annually designates
dollars toward capital projects.

General Government accounts for 27.6 percent of expenses. There was an increase in expenses of
$1,243,145; increased expenses of operating the City’s partially self-insured employee health and
prescription drug benefits contributed to the increase.

Business-Type Activities

Charges for services are the primary source of revenue for the Sanitary Sewer Fund. The Sanitary Sewer
Fund’s expenses decreased over 2007 by 6.0 percent. Decreases in expenses for Professional Services and
Equipment Maintenance more than offset the increase in expenses related to higher contractual services paid
to the Rocky River Wastewater Treatment Plant for processing wastewater.

The City's Funds
Governmental Funds

The focus of the City’s governmental funds is to provide information on a near-term inflows, outflows, and
balances of spendable resources. Such information is useful in assessing the City’s financing requirements.
In particular, the 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. Information about the City's governmental funds begins
on page 18. These funds are accounted for by using the modified accrual basis of accounting.

As of December 31, 2008, the City’s governmental funds reported combining ending fund balances of
$13,227,196. Of that amount, $12,251,853 constitutes unreserved fund balances, which is available for
spending at the City’s discretion. The $975,343 remainder of fund balance is reserved to indicate that it is
not available for new spending because it has already been committed to liquidate contracts and purchases of
prior period(s).

All governmental funds had total revenues of $29,293,451 and expenditures of $31,393,490, leaving a
$2,100,039 current year deficit, after consideration of the use of $235,270 in other financing sources and
uses.

The General Fund is the most significant fund as it is the source for providing a significant portion of major
governmental activities such as police, fire, service, legislative, and administrative functions. In 2008, the
general fund had total revenues and other financing sources of $20,073,288 and expenditures and other
financing uses of $22,724,907 resulting in a decrease in fund balance at December 31, 2008 of $2,651,619.
This represents 11.67 percent of the current year general fund expenditures and other financing uses.

9



City of Rocky River, Ohio
Management's Discussion and Analysis (Unaudited)
For the Year Ended December 31, 2008

Revenues were approximately $616,959 above last year’s revenues while expenditures were approximately
$3,556,072 more than last year’s expenditures primarily due to a decrease in transfers out of $2,800,000.

The Recreation Center Fund accounts for the operation and maintenance of the City’s recreation activities. In
2008, the Recreation Center Fund had total revenues of $3,419,935 and expenditures of $3,414,445 resulting
in an increase in fund balance of $5,490 at December 31, 2008. Revenues were approximately $1,182,469
above last year’s revenues mainly due to transfers of $800,000 in 2008 while expenditures were
approximately $292,799 more than last year’s expenditures.

The General Obligation Bond Retirement Fund accounts for the repayment of general obligation bonds of the
City. In 2008, the General Obligation Bond Retirement Fund had total revenues of $1,677,869 and
expenditures of $1,593,978 resulting in an increase in fund balance of $83,891 at December 31, 2008.
Revenues ended approximately $32,571 above last year’s revenues while expenditures were approximately
$81,944 less than last year’s expenditures due to the repayment of bond principal and interest.

The Capital Improvement Fund accounts for the various projects of the City financed by tax monies and
general fund subsidies. In 2008, the Capital Improvement Fund had total revenues of $2,478,393 and
expenditures of $3,410,055 resulting in a decrease in fund balance of $931,662 at December 31, 2008.
Revenues ended approximately $47,261 under last year’s revenues mainly due to a decrease in investment
income. Expenditures were approximately $3,596,023 less than last year’s expenditures due to the decrease
in capital outlay as bond proceeds spending was completed in 2007 with the completion of the Civic Center
Improvement project.

General Fund Budgeting Highlights

The City's budget is prepared according to the general laws of the State of Ohio and is based on accounting
for certain transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant
budgeted fund is the General Fund. During the course of 2008, the City supplemented the General Fund
budget three times for a total increase in budgeted expenditures of $3,671,548. The General Fund’s actual
expenditures, not including other financing uses, were $1,385,954 under the final budgeted amount of
$16,232,123.

All capital projects and requests for capital type purchases are included in the annual appropriations
ordinance and any supplemental appropriations ordinance(s) as necessary. Recommendations for budget
changes are presented to City Council as a supplemental appropriations ordinance. The City administration
may make budget changes that modify line items within departments within the same fund.

The General Fund supports many major activities such as the Police Division, Fire Division,
Engineer/Building, Finance, Rocky River Municipal Court, and Economic/Community Development
Departments as well as the legislative and most executive activities. Some major capital projects are funded
with General Fund dollars. By Ordinance, these funds are transferred from the General Fund to Capital
Improvement Fund where the revenue and expenditures for the capital improvement project are tracked and
monitored.

For the General Fund, the original budgeted revenues were $18,036,923 and increased by $400,001 to
$18,436,924 for final budgeted revenues, not including sale of capital assets, transfers, and advances. The
City continued to maintain a comfortable level of liquidity in the General Fund by maintaining unrestricted
cash at year-end of 24.06 percent of General Fund revenue and other financing sources.
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Capital Assets and Debt Administration

Capital Assets

Table 3 shows fiscal 2008 balances of Capital Assets as compared to 2007:

Land
Land Improvements
Right of Way
Construction in Progress
Land Improvements
Buildings
Equipment
Vehicles
Infrastructure:

Roads

Sidewalks

Traffic Signals

Storm Sewers

Sewer Lines

Water Mains

Parks

Total Capital Assets

Table 3
Capital Assets at December 31
Governmental Activities Business-Type Activities Total

Restated Restated Restated

2008 2007 2008 2007 2008 2007
$ 2,017,826 $ 1,455,114 § 39,516 $ 39,516 $ 2,057,342 $ 1,494,630
203,158 203,158 0 0 203,158 203,158
0 0 250,000 250,000 250,000 250,000
560,592 955,207 132,075 151,566 692,667 1,106,773
2,721,756 2,630,617 0 0 2,721,756 2,630,617
24,425,917 24,631,397 0 0 24,425,917 24,631,397
287,560 325,359 39,416 32,978 326,976 358,337
1,555,960 1,192,646 18,438 8,487 1,574,398 1,201,133
8,268,240 7,814,619 0 0 8,268,240 7,814,619
606,804 362,452 0 0 606,804 362,452
917,623 1,051,177 0 0 917,623 1,051,177
3,269,412 3,067,978 0 0 3,269,412 3,067,978
0 0 16,951,943 17,041,064 16,951,943 17,041,064
4,433,707 4,092,576 0 0 4,433,707 4,092,576
904,160 942.096 0 0 904,160 942.096

$ 50,172,715 § 48,724,396 $ 17,431,388 $ 17,523,611

$ 67,604,103 $ 66,248,007

Total Capital Assets for the City as of December 31, 2008 were $67,604,103, a $1,356,096 increase over
2007. Capital asset additions of $4,303,897 were offset by $528,134 in disposals and $2,834,694 of

depreciation expense.

The City seeks funding assistance for infrastructure projects as well as improving City facilities and in 2008
was able to secure two interest free loans for two separate infrastructure projects whose construction will
begin in 2009. It is through this type of financial assistance as well as grants and careful use of debt that the
City proved able to improve upon capital assets and at the same time maintain revenue at a level that enables
debt service loads at comfortable margins. See Note 9 for additional information on capital assets.
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Debt

On December 31, 2008, the City had $19,827,350 in bonds and loans outstanding. Table 4 summarizes
bonds and loans outstanding.

Table 4
Outstanding Debt at Year End

Governmental Activities Business-Type Activities Total
2008 2007 2008 2007 2008 2007
General Obligation Bonds $ 18,950,140 $ 20,007,961 $ 03 0 $ 18,950,140 $ 20,007,961
Special Assessment Bonds 630,000 670,000 0 0 630,000 670,000
OWDA Loan 0 0 247,210 262,310 247,210 262.310

Total Outstanding Debt ~ § 19,580,140 $_20,677,961 $ _ 247210 $ _ 262,310 $ 19,827,350 $ 20,940,271

The General Obligation Bonds are composed of the Various Purpose General Obligation Bonds, Series 2004,
of $8,275,000, Rocky River Municipal Court Facility, Series 2002, of $3,100,000 and Civic Facility
Improvements, Series 2005 of $7,210,000. The Series 2004 Bonds are paid from monies transferred from
the General Fund into the Debt Service Fund. The Series 2002 Bonds are paid from court costs assessed and
collected in accordance with Ohio Revised Code Section 1901.26(B)(1) from the Municipal Court Capital
Improvement Fund. The Series 2005 Bonds are paid from property tax levy proceeds approved for that
purpose. There remains unamortized premiums related to these issues of $365,140.

The Special Assessment Bonds consist of Erosion Control A & B Bonds: one for $375,000 (Series 1998)
and one for $255,000 (Series 2000). The principal and interest for these bonds are paid from the Special

Assessment Fund with monies collected through the Cuyahoga County Auditor from the affected taxpayers.

Principal and interest of the Ohio Water Development Authority (OWDA) loan is paid semi-annually from
the Sanitary Sewer Fund and will be paid in full in the year 2020.

The City's overall legal debt margin was $57,360,032 on December 31, 2008.

See Note 16 of the Basic Financial Statements for additional information on the City’s debt.
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Current Financial Related Activities

The City has historically enjoyed steady growth in revenues as a result of a strong tax base and moderate
levels of new residential development and at the same time adopted a strong, fiscally responsible financial
plan to function within available revenues. The City has not needed an increase in taxes since 1993. The
impact of the partially self-funded insurance program for employee health and prescription drug coverage
has been favorable by yielding the benefit of surplus funds to invest. To buffer potential increases in
workers’ compensation costs, the City became a member in good standing of the Ohio Rural Water
Association to be eligible for its group rating plan. Premium increases for employee health insurance and
workers’ compensation have been kept at reasonable levels while providing coverage to provide financial
security for City employees.

The Mayor and City Council work extremely hard at keeping the debt burden low. The City makes financial
plans so that certain improvements may be paid from current revenue and to maintain a high level of
services.

The City has committed itself to financial excellence which is proven by the bond rating Aa2 by Moody’s
Investors Service that was last affirmed in 2005.

The City’s commitment to its residents has always been one of full disclosure of financial matters of the City.
This CAFR is available to all residents who wish to review it. City of Rocky River, Charter, Article III,
Section 19, requires that, “[t]he Comprehensive Annual Financial Report, made to the City shall be filed with
the Clerk of Council, who shall retain the then current report for public inspection. Within thirty days after
the report is filed with the Clerk of Council, the Director of Finance shall submit a copy of the same report to
the Rocky River Public Library.” (Amended 11-6-90).

Contacting the City's Finance Department

This CAFR is designed to provide citizens, taxpayers, creditors and investors with a general overview of the
City's finances and show the City's accountability for all money it receives, spends or invests. Any questions
about the CAFR or for additional financial information contact the Director of Finance, City of Rocky River,
21012 Hilliard Boulevard, Rocky River, Ohio 44116, (440) 331-0600. Certain information regarding the City
is available through the website: www.rrcity.com.
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City of Rocky River, Ohio
Statement of Net Assets

December 31, 2008

Assets:
Equity in Pooled Cash and Cash Equivalents
Accrued Interest Receivable
Accounts Receivable, Net of Allowance
For Doubtful Accounts
Intergovernmental Receivable
Materials and Supplies Inventory
Taxes Receivable
Special Assessments Receivable
Investment in Joint Venture
Deferred Charges
Nondepreciable Capital Assets
Depreciable Capital Assets, Net
Total Assets

Liabilities:
Accounts Payable
Contracts Payable
Accrued Wages and Benefits
Matured Compensated Absences Payable
Intergovernmental Payable
Unearned Revenue
Retainage Payable
Accrued Interest Payable
Claims Payable
Long-Term Liabilities:
Due within One Year
Due in More than One Year
Total Liabilities

Net Assets:
Invested in Capital Assets, Net of Related Debt
Restricted for:
Capital Projects
Debt Service
Municipal Probation Services
Aging
Street Construction and Maintenance
Other Purposes
Unrestricted
Total Net Assets

$

Business -
Governmental Type
Activities Activities Total
13,571,071 440,958 14,012,029
64,771 0 64,771
689,305 443,444 1,132,749
1,992,042 0 1,992,042
226,762 24,796 251,558
9,367,547 0 9,367,547
685,550 0 685,550
0 5,941,262 5,941,262
31,172 0 31,172
2,781,576 421,591 3,203,167
47,391,139 17,009,797 64,400,936
76,800,935 24,281,848 101,082,783
815,307 5,700 821,007
225,115 0 225,115
489,151 20,581 509,732
50,418 0 50,418
970,327 34,127 1,004,454
6,651,032 0 6,651,032
129,219 0 129,219
72,491 6,086 78,577
286,562 0 286,562
1,561,488 27,888 1,589,376
22.981.130 335.103 23.316,233
34,232.240 429,485 34,661,725
30,592,575 17,184,178 47,776,753
4,463,366 0 4,463,366
434,148 0 434,148
416,388 0 416,388
218,952 0 218,952
415,917 0 415,917
816,857 0 816,857
5.210.492 6.668.185 11,878,677
42,568,695 23,852,363 66,421,058

See Accompanying Notes to the Basic Financial Statements
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City of Rocky River, Ohio

Statement of Activities

For The Year Ended December 31, 2008

Government activities:

General Government

Security of Persons and Property

Public Health
Transportation

Leisure Time Activities
Community Development

Basic Utility Service

Interest and Fiscal Charges
Total Governmental Activities

Business-Type Activities:

Sewer

Total

Program Revenues

Operating Grants Capital Grants

Charges for and and
Expenses Services Contributions Contributions
$ 8,051,702 $ 2,293,658 $ 63,921 $ 929,746
9,396,241 1,175,625 27,352 0
1,347,437 467,691 0 0
3,195,503 425 777,503 0
3,937,438 1,987,167 0 0
801,140 180 0 0
1,609,178 700,345 90,523 0
854,095 0 0 0
29,192,734 6,625,091 959,299 929,746
2,308,075 2.012.434 0 195.846
$ 31,500,809 $ 8,637,525 $ 959,299 $ 1,125,592

General Revenues:
Property Taxes Levied for:
General Purposes
Recreation
Office on Aging
Refuse and Recycling
Fire Levy
Police Levy
Capital Improvements
General Obligation Bond Retirement
Municipal Income Taxes Levied for:
General Purposes
Franchise Tax
Admissions Tax
Grants and Entitlements not Restricted to
Specific Programs
Investment Income
Other

Total General Revenues
Change in Net Assets
Net Assets Beginning of Year, Restated

Net Assets End of Year

See Accompanying Notes to the Basic Financial Statements
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Primary Government

Business
Governmental Type
Activities Activities Total
$ (4,764,377)  $ 0 $ (4,764,377)
(8,193,264) 0 (8,193,264)
(879,746) 0 (879,746)
(2,417,575) 0 (2,417,575)
(1,950,271) 0 (1,950,271)
(800,960) 0 (800,960)
(818,310) 0 (818,310)
(854.,095) 0 (854.,095)
(20,678.598) 0 (20,678.598)
0 (99.795) (99.,795)
(20.678.598) (99.795) (20,778.393)
4,018,607 0 4,018,607
318,938 0 318,938
318,938 0 318,938
637,881 0 637,881
191,365 0 191,365
191,365 0 191,365
637,881 0 637,881
626,790 0 626,790
8,673,869 0 8,673,869
207,503 0 207,503
36,715 0 36,715
4,156,898 0 4,156,898
516,771 0 516,771
466,811 0 466,811
21,000,332 0 21,000,332
321,734 (99,795) 221,939
42,246,961 23,952,158 66,199,119
$ 42,568,695 $ 23,852,363 $ 66,421,058
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City of Rocky River, Ohio

Balance Sheet
Governmental Funds

December 31, 2008

Assets:
Equity in Pooled Cash and Cash Equivalents
Accrued Interest Receivable
Accounts Receivable, Net of Allowance

For Doubtful Accounts

Intergovernmental Receivable
Interfund Receivable
Materials and Supplies Inventory
Municipal Income Taxes Receivable
Property Taxes Receivable
Special Assessments Receivable

Total Assets

Liabilities and Fund Balances:
Liabilities:
Accounts Payable
Contracts Payable
Accrued Wages and Benefits
Matured Compensated Absences
Intergovernmental Payable
Interfund Payable
Deferred Revenue
Retainage Payable

Total Liabilities

Fund Balances:

Reserve for Encumbrances

Reserve for Inventory

Unreserved, Undesignated (Deficit), Reported In:
General Fund
Special Revenue Funds
Debt Service Funds
Capital Project Funds

Total Fund Balances (Deficit)

Total Liabilities and Fund Balances

$

General
Obligation
Recreation Bond
General Center Retirement

5,111,579 $ 381,788 413,067
59,692 0 0
326,610 281,366 0
1,324,833 23,441 50,066
500,000 0 0
33,760 7,737 0
2,448,637 0 0
3,999,004 317,381 634,762
0 0 0
13,804,115 $ 1,011,713 1,097,895
226,026 $ 51,585 0
0 0 0
320,133 63,636 0
50,418 0 0
396,742 110,144 0

0 500,000
6,297,029 340,822 684,828
0 0 0
7.290,348 1,066,187 684,828
201,428 61,159 0
33,760 7,737 0
6,278,579 0 0
0 (123,370) 0
0 0 413,067
0 0 0
6.513,767 (54.474) 413,067
13,804,115 $ 1,011,713 1,097,895

See Accompanying Notes to the Basic Financial Statements
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$

$

$

Other Total
Capital Governmental Governmental
Improvement Funds Funds
1,098,138 6,158,555 13,163,127
2,615 2,464 64,771
0 81,329 689,305
159,935 433,767 1,992,042
0 0 500,000
0 185,265 226,762
0 0 2,448,637
634,762 1,333,001 6,918,910
0 685,550 685,550
1,895,450 8,879,931 26,689,104
0 469,190 746,801
225,115 0 225,115
0 105,382 489,151
0 0 50,418
0 463,441 970,327
0 0 500,000
681,641 2,346,557 10,350,877
129,219 0 129.219
1,035,975 3.384,570 13,461,908
400,161 85,833 748,581
0 185,265 226,762
0 0 6,278,579
0 1,618,270 1,494,900
0 21,636 434,703
459,314 3,584,357 4,043,671
859,475 5.495.361 13,227,196
1,895.450 8,879.931 26,689,104
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City of Rocky River, Ohio

Reconciliation of Total Governmental Fund Balances to Net Assets of Governmental Activities

December 31, 2008

Total Governmental Funds Balance

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

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds.

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

Delinquent Property Taxes
Other Local Taxes
Municipal Income Taxes
Special Assessments
Charges for Services
Intergovernmental

Total

In the statement of activities, interest is accrued on outstanding
bonds, whereas in governmental funds, an interest expenditure
is reported when due.

Internal service funds are used by management to charge the
costs of certain activities, such as insurance to individual funds.
The assets and liabilities of the internal service fund are
included in governmental activities in the statement of net
assets.

Bond issuance costs will be amortized over the life of the bonds
on the statement of assets.

Long-term liabilities are not due and payable in the cur