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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

City of Fairview Park
Cuyahoga County

20777 Lorain Road
Fairview Park, Ohio 44126

To City Council:

We have audited the financial statements of the governmental activities, the business-type
activities each major fund and the aggregate remaining fund information of the City of Fairview
Park, Cuyahoga County, Ohio (the City) as of and for the year ended December 31, 2007, which
collectively comprise the City’s financial statements and have issued our report thereon dated
September 5, 2008. 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.

Internal Controls Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and would not necessarily identify all deficiencies in
internal control over financial reporting that might be significant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control
over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the City’'s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the City’s
financial statements that is more than inconsequential will not be prevented or detected by the
City’s internal control. We consider the deficiencies described in the accompanying schedule of
findings, items 2007-FPCC-01 through 2007-FPCC-07, to be significant deficiencies in internal
control over financial reporting.



A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the City’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies and, accordingly, would not
necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe the significant deficiencies described above to be material
weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, grant agreements and other matters, noncompliance with which could
have a direct and material effect on 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 such an opinion. The results of our tests disclosed several
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards, which are described in the accompanying Schedule of Findings as items
2007-FPCC-01, 2007-FPCC-02, 2007-FPCC-04 and 2007-FPCC-07.

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

We also noted certain matters that we have reported to management of the City in a separate letter
dated September 5, 2008.

This report is intended solely for the information and use of the management and Council and is
not intended to be and should not be used by anyone other than these specified parties.

Charles E. Harris and Associates, Inc.
September 5, 2008



CITY OF FAIRVIEW PARK
CUYAHOGA COUNTY

SCHEDULE OF FINDINGS
December 31, 2007

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

FINDING NUMBER 2007-FPCC-01 Non-compliance Citation and Material Weakness

Ohio Revised Code Section 5705.41 (B) states that no subdivision or taxing authority shall
make any expenditure of money unless it has been appropriated as provided in such chapter.

At December 31, 2007, the following funds' expenditures plus encumbrances exceeded total
appropriations:

Expenditures

Fund Appropriations Plus Encumbrances Variances
Recreation/Community Center Fund-

Special Revenue Fund $ 1,971,099 $ 1,979,830 $ (8,731)
P.O.P.A.S Fund-Special Revenue Fund 111,485 111,890 (405)
Permanent Improvement Fund-

Capital Projects Fund 282,582 288,046 (5,464)
Health insurance Reserve Fund-

Internal Service Fund 1,146,225 1,155,276 (9,051)

The City budgeted all funds at the fund level except the General Fund. The following General
Fund line item had expenditures exceeding appropriations:

Expenditures Plus
Line ltem Appropriations Encumbrances Variance
General Fund:
General Government

Division of land and buildings $354,963 $355,572 ($609)

County and state fees 154,273 155,147 (874)

Other administrative fees 191,909 192,344 (435)
Security of persons and property

Division of fire 2,166,409 2,172,938 (6,529)
Transportation

Traffic control 174,646 174,937 (291)
Leisure time activities

Park and property maintenance 402,290 402,793 (503)
Transfers Out 717,141 743,930 (26,789)

We recommend City management monitor expenditures versus appropriations to avoid
overspending.

Management indicated they have implemented procedures to monitor all budgetary areas on a
consistent basis.



CITY OF FAIRVIEW PARK
CUYAHOGA COUNTY

SCHEDULE OF FINDINGS - (continued)
December 31, 2007

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

FINDING NUMBER 2007-FPCC-02 Non-compliance Citation and Material Weakness

Ohio Rev. Code Section 5705.41 (D) (1) prohibits a subdivision or taxing entity from making a
contract or ordering any expenditure of money unless a certificate signed by a fiscal officer is
attached thereto. The fiscal officer must certify that the amount required to meet any such
contract or expenditure has been lawfully appropriated and is in the treasury, or is in the
process of collection to the credit of an appropriate fund free from any previous
encumbrance.

There are several exceptions to the standard requirement stated above that a fiscal officer's
certificate must be obtained prior to a subdivision or taxing authority entering into a contract
or order involving expenditure of money. The main exceptions are: “then and now”
certificates, blanket certificates, and super blanket certificates, which are provided for in
sections 5705.41 (D)(1) and 5705.41 (D)(3), respectively, of the Ohio Revised Code.

1. “Then and Now Certificates” — If the fiscal officer can certify that both at the time that
contract or order was made (“then”) and at the time that the fiscal officer was completing
the certification (“now”), that sufficient funds were available or in the process of
collection, to credit of a proper fund, properly appropriated and free from any previous
encumbrance, the City can authorize the drawing of a warrant for payment of the amount
due. The City has thirty days from the receipt of the “then and now” certificate to
approve payment by ordinance or resolution.

Amounts of less than $3,000 may be paid by the fiscal officer without a resolution or
ordinance upon completion of the “then and now” certificate, provided that the
expenditure is otherwise lawful. This does not eliminate any otherwise applicable
requirement for approval of expenditures by the City.

2. Blanket Certificates - Fiscal officers may prepare “blanket” certificates for a certain
sum of money not in excess of an amount established by resolution or ordinance
adopted by a majority of members of the legislative authority against any specific line
item amount over a period not running beyond the end of the current fiscal year. The
blanket certificates may, but need not, be limited to a specific vendor. Only one blanket
certificate may be outstanding at one particular time for any one particular line item
appropriation.

3. Super Blanket Certificates — The City may also make expenditures and contracts for
any amount for a specific line-item appropriation account in a specified fund upon
certification of the fiscal officer for most professional services, fuel, oil, food items, and
any other specific recurring and reasonably predictable operating expense. This
certification is not to extend beyond the current year. More than one super blanket
certificate may be outstanding at a particular time for any line item appropriation.

The City did not make the proper certification of funds in all instances. Twenty four of 60
selections tested during the audit period had the certifications after the obligation date. We
recommend that the City institute the use of purchase orders for any expenditure to be made
and certify expenditures prior to incurring the liability. In instances where prior certification is
not practical, we recommend the issuance of a “Then and Now” certificate.




CITY OF FAIRVIEW PARK
CUYAHOGA COUNTY

SCHEDULE OF FINDINGS - (continued)
December 31, 2007

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

FINDING NUMBER 2007-FPCC-02 Non-compliance Citation and Material Weakness (continued)

Management indicated that they will address this issue with appropriate department heads, so
purchase requisitions can be obtained from them prior to them making any purchases.

FINDING NUMBER 2007-FPCC-03 — Material Weakness
Bank Reconciliations

A necessary step in the internal control over financial reporting is to prove both the balance of
the bank and the balance of cash in the accounting records. A bank reconciliation means
accounting for the differences between the balance on the bank statement(s) and the cash and
investment balances according to the entity’s records. This process involves reconciling the
bank balance to the cash and investment balance. For January 1, 2007 through December 31,
2007, the City had numerous adjustments that were reconciled in 2008.

Without complete and accurate monthly bank reconciliations, the City’s internal control is
weakened, which could hinder the detection of errors or irregularities by the City’s
management in a timely manner.

The City should perform and complete monthly bank reconciliations in a timely manner. Also,
a copy of each monthly bank reconciliation and the listing of outstanding checks should be
filed in the bank activity folder along with the bank statements and supporting documents for
the applicable month, and the City Council should sign and date the bank reconciliations to
indicate that they have been reviewed and approved.

Management intends to reconcile their bank accounts on a monthly basis. We have hired a
part-time employee to assist in this process and we are now up-to-date on bank
reconciliations as of the date of this report.

FINDING NUMBER 2007-FPCC-04 Non-compliance Citation and Material Weakness

Ohio Rev. Code Section 5705.39 requires that total appropriations from each fund not exceed
total estimated fund resources from each fund as certified by the county budget commission.
This section also provides that no appropriation measure shall become effective until the City
obtains the 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.




CITY OF FAIRVIEW PARK
CUYAHOGA COUNTY

SCHEDULE OF FINDINGS - (continued)
December 31, 2007

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

FINDING NUMBER 2007-FPCC-04 Non-compliance Citation and Material Weakness (continued)

At the year ended December 31, 2007, the following funds’ appropriations exceeded total
estimated resources:

General Fund ($9,806)

Special Revenue Funds:
Water Repair Fund ($38,000)
Emergency Medical Fund ($1,334)

Capital Projects Fund:
Recreation Construction Fund ($9,272,474)
Lorain Road Revitalization Fund ($288)

We recommend that the City better monitor appropriations and estimated resources to avoid
appropriating more than the resources available.

Management indicated that they have implemented procedures to better monitor all budgetary
areas on a consistent basis.

FINDING NUMBER 2007-FPCC-05 —Material Weakness

The City hires the Regional Income Tax Agency (RITA) to collect and remit income taxes on
behalf of the City. The residents of the City voted for an increase in income taxes from 1.5%
to 2% percent effective April 1, 2005. However, the City allows a 75% credit to resident living
within the corporation limits, but working outside the City.

The City’s ordinances allocate income taxes with 62.5%, 12.5% and 25% going to the General
Fund, Capital Projects Fund and the Recreation Fund, respectively. Credit for working in
another municipality should be allocated using the same percentages. However, RITA
allocated the credit entirely to the Recreation Fund causing misstatement of the fund balances
in Recreation Fund, General Fund and Capital Projects Funds.

For several years, the City recorded income taxes into their computer system using the
incorrect amounts provided by RITA. This resulted in a prior period adjustment in the General
Fund and Recreation Fund. The 2007 activity was reclassified to reflect the proper allocation.

Management indicated that they have created a spreadsheet to properly allocate income taxes
and refunds per the City’s ordinances.




CITY OF FAIRVIEW PARK
CUYAHOGA COUNTY

SCHEDULE OF FINDINGS - (continued)
December 31, 2007

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

FINDING NUMBER 2007-FPCC-06 — Material Weakness

A capital assets management system ensures that policies and procedures are in place to
safeguard assets and maintains the integrity of financial statement information. These
procedures should include: authorizing and recording disposals and transfers of assets;
recording purchases as additions at the time items are received; tagging assets to ensure
that each asset is in the appropriate location and described accurately in the City’s inventory
list.

The City did not update their capital asset listing throughout the year on a consistent basis.
This resulted in certain assets not being included in the sub-ledger and some assets that were
on the listing but not actually owned by the City. Without an accurate capital asset listing, the
City is unable to determine what assets they own and the location of such assets. This may
result in assets being stolen, lost or damaged. Also, the listing is valuable for insurance
purposes. The financial statements have been adjusted to reflect the proper activity for the
period.

We recommend that management follow their formulated capital asset procedure to properly
capture all capital assets as purchased and include them in their sub-ledger. This will ensure
that all capital assets of the City are recorded properly for financial statement and insurance
purposes.

We recommend that the City coordinate its effort to maintain a complete and accurate
inventory of capital assets throughout the City through the implementation of policies and
procedures which address: 1) reporting to the Finance Director (for updating City-wide
records) 2) input tagged items into the City’'s computer system 3) calculating and recording
depreciation 4) perform a physical count of capital assets to obtain an accurate balance and
then perform periodic physical counts regularly and 5) maintain a detailed master capital
asset list appropriately sorted and readily sorted which readily supports financial statement
preparation.

Management indicated that they will implement better controls in their capital asset
management system and have hired a part-time employee to assist in this process.

FINDING NUMBER 2007-FPCC-07 — Non-Compliance Citation and Material Weakness

Ohio Rev. Code Section 5705.10, prohibits the City from having negative cash fund balances.
The Street Construction and Repair Fund — Special Revenue Fund had negative balances at
the end of eight of the 12 months. The highest the negative fund balance reached at the end
of a month was ($125,507). Also, the Police & Fire Pension Fund — Special Revenue Fund had
a negative balance at the end of nine of the 12 months. The highest negative balance for the
Police & Fire Pension Fund was ($435,936). At December 31, 2007, all the fund balances
except the Bond Retirement Fund — Debt Service Fund ($7,559) were positive.

We recommend that the City evaluate cash balances continuously and maintain positive fund
balances in all funds during and at the end of the fiscal year.

The City indicated that they have been monitoring their fund balances on a continuous basis
and will not pay invoices from funds unless adequate monies are available.




CITY OF FAIRVIEW PARK
CUYAHOGA COUNTY

SCHEDULE OF PRIOR AUDIT FINDINGS
DECEMBER 31, 2007

Not Corrected.
Partially Corrected;
Significantly Different

FINDING FUNDING FULLY Corrective Action
NUMBER SUMMARY CORRECTED? | Taken; or Finding No
Longer Valid; Explain
Contrary to Ohio Rev. No Repeated as 2007-
2006-FPCC-01 Code Section 5705.41(B), FPCC-01
the City had expenditures
plus encumbrances over
appropriations in
numerous funds.
2006-FPCC-02 Contrary to Ohio Rev. No Repeated as 2007-
Code Section 5705.41(D)(1), FPCC-02
the City made expenditures
before encumbering the
funds.
2006-FPCC-03 Monthly bank No Repeated as 2007-
reconciliations not FPCC-03
performed.
2006-FPCC-04 Contrary to Ohio Rev. No Repeated as 2007-
Code Section 5705.39, the FPCC-04
City had appropriations
exceeding estimated
resources.
2006-FPCC-05 Contrary to Ohio Rev. Yes No Longer Valid
Code Section 5705.14-16,
the City made improper
transfers
2006-FPCC-06 The City did not have an No Repeated as 2007-

adequate capital asset
management system

FPCC-06
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Eileen Ann Patton
Mayor
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Finance Director

September 5, 2008

The Honorable Mayor Eileen A. Patton
and Members of City Council

20777 Lorain Road

Fairview Park, OH 44126

It gives me great pleasure to present the Comprehensive Annual Financial Report (CAFR) for the
City of Fairview Park. State law requires the City’s financial statements to be subjected to a biennial
examination by the Auditor of State of Ohio (Auditor) or an independent auditor contracted by the
Auditor unless an annual Single Audit is required. In addition, the law requires the City to prepare
and file, within 150 days following the close of their fiscal period, a financial statement prepared in
accordance with generally accepted accounting principles (GAAP) with the Auditor. The financial
statements, at a minimum, should be the basic financial statements of the City and include the notes
to those statements. Although not required by law, management of the City has decided to prepare
this CAFR. It is intended to provide pertinent and necessary information to the citizens of Fairview
Park. Further discussion of the audit can be found later in this letter.

The information contained in this report will assist City officials in making management decisions
and will provide the taxpayers of the City of Fairview Park with comprehensive financial data in
such a format as to enable them to gain a true understanding of the City’s financial affairs. The
general public, as well as investors, will be able to compare the financial position of the City of
Fairview Park and the results of its operations with other governmental entities.

Responsibility for the accuracy, completeness, and fairness of the presentation, including all
disclosures, lies with the management of the City of Fairview Park and, in particular, the City’s
Finance Department. All disclosures necessary to enable the reader to gain an understanding of the
City’s financial activities and status are included herein.

This is the tenth Comprehensive Annual Financial Report issued by the City. The report is prepared
in accordance with Generally Accepted Accounting Principles, as set forth by the Governmental
Accounting Standards Board and other authoritative sources, and the guidelines set by the
Government Finance Officers Association (GFOA).



REPORTING ENTITY

For financial purposes, the City includes all funds, agencies, boards, and commissions making up the
City of Fairview Park (the Primary Government) and its potential component units in accordance
with the Governmental Accounting Standards Board (GASB) Statement No. 14 “The Financial
Reporting Entity”. The primary government comprises all activities and services, which are not
legally, separate for the City. The City provides various services including public safety (police and
fire), highways and streets, parks and recreation, public improvements, community development
(planning and zoning), sewers, sanitation, and general administrative and legislative services. The
operation of each of these activities is directly controlled by Council through the budgetary process.

The City participates in the Rocky River Wastewater Treatment Plan, which is a joint venture,
discussed in Note 14 of the notes to the basic financial statements. The City is associated with the
Westshore Council of Governments and Tri-City Park, which are identified as jointly governed
organizations. These organizations are presented in Note 15 of the notes to the basic financial
statements.

A complete discussion of the City’s reporting entity is provided in Note 1 of the notes to basic
financial statements.

THE CITY AND THE FORM OF GOVERNMENT

The City

The City is located in Cuyahoga County in northeastern Ohio, approximately 10 miles west of the
downtown area of the City of Cleveland. It was incorporated as a village in 1910 and became a city
in 1951. In 1967, the Village of Parkview was merged into the City.

In the 2000 Census classifications, the City was in the Cleveland-Lorain-Elyria Primary
Metropolitan Statistical Area (PMSA), comprised of the six counties of Ashtabula, Cuyahoga,
Geauga, Lake, Lorain and Medina. It was also in the Cleveland-Akron Consolidated Metropolitan
Statistical Area (CMSA). Effective in 2003, the PMSA was redefined to exclude Ashtabula County
and was re-classified as the Cleveland-Elyria-Mentor Metropolitan Statistical Area (MSA). The
CMSA was re-classified as the Cleveland-Akron-Elyria Combined Statistical Area (CSA). Only
limited statistics are now available for the new MSA and CSA.
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The City’s 2000 population was 17,572. The City’s Area is approximately 4.77 square miles,
broken down by land use as follows:

Percent of
Assessed Valuation
Area of Real Property
Residential 54.5% 81.7%
Commercial/Industrial 9.7 14.9
Public Utility 0.1 1.5
Governmental (including
parks) and Other Tax Exempt 343 (a)
Agricultural 0 0
Undeveloped 1.4 (b)

(a) Not applicable. Exempt from property taxation.
(b) Included in above categories.

Sources: City Building Department and County Auditor.

The City is served by diversified transportation facilities, including three States and U.S. highways
and interstate highway [-480. It is adjacent to areas served by Conrail and Amtrak, and is served by
passenger air services at Cleveland Hopkins International Airport located within two and one-half
miles of the City, and by Burke lakefront Airport located within thirteen miles of the City in the
County. Public mass transit for the area is provided by the Greater Cleveland Regional Transit
Authority.

Banking and financial services are provided to the City area by offices of local commercial banks
and savings and loan associations, all of which have their principal offices elsewhere.

One daily newspaper and two weekly newspapers serve the City. The City is within the broadcast
area of seven television stations and 30 AM and FM radio stations. Multi-channel cable TV service,
including educational, governmental and public access channels, is provided by Cox Cable
Communications, Inc. and WOW.

Within commuting distance are several public and private two-year and four-year colleges and
universities providing a wide range of educational facilities and opportunities. These include
Baldwin-Wallace College, Case Western Reserve University, Cleveland State University, Cuyahoga
Community College, John Carroll University, Kent State University, Lorain County Community
College, Ursuline College, Notre Dame College, Oberlin College, and The University of Akron.

City residents are served by five hospitals within a ten-mile radius of the City — Fairview General
Hospital, Lakewood Hospital, the Metrohealth Medical Center, Southwest General Hospital and St.
John West Shore Hospital — and by numerous other hospitals in the County, including The
Cleveland Clinic Foundation Hospital and University Hospitals of Cleveland, two tertiary care
facilities.
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The City is served by varied recreational facilities. The City operates a system of parks with a total
of 54.2 acres which offer playgrounds, ball diamonds and other athletic fields, playing courts, nature
and jogging trails, the Bain Park Community Cabin and picnic areas. The City’s Recreation
Department, in cooperation with the Fairview Park City School District, provides various
recreational programs and activities for City residents in those parks and indoor swimming, tennis
and skating facilities. The City also participated (with the Cities of Rocky River and Westlake) in
the operation of the 14-acre Tri-City Park which offers a baseball diamond, soccer field, basketball
court, playground area, parking facility and four tennis courts. A portion of the City lies within the
Rocky River Reservation of the Cleveland Metropolitan Park District.

City Government

The City operates under and is governed by its Charter, first adopted by the voters in 1958 and
which has been and may be amended by the voters from time to time. The City is also subject to
some general laws applicable to all cities. Under the Ohio Constitution the City may exercise all
powers of local self-government, and police powers to the extent not in conflict with applicable
general laws. The Charter provides for a Council-Mayor form of government.

Legislative authority is vested in a seven-member Council, of whom two are elected at-large and
five are elected from wards, for two-year terms. The presiding officer is the President of Council,
who is one of the Council members elected at-large, but has no vote except if necessary to break a
tie. The Council fixes compensation of City officials and employees, and enacts ordinances and
resolutions relating to the City services, tax levies, appropriating and borrowing money, licensing
and regulating businesses and trades, and other municipal purposes. The Charter establishes certain
administrative departments; the Council may establish divisions of those departments, and additional
departments.

The City’s chief executive and administrative officer is the Mayor, who is elected by the voters
specifically to that office for a four-year term.

The Mayor appoints, subject to the approval of Council, the directors of the City departments. The
Mayor also appoints members to a number of boards and commissions, and appoints and removes,
in accordance with civil service requirements, all appointed officers and employees, except Council
officers and employees.

The Mayor may veto any legislation passed by the Council. A veto may be overridden by a two-
thirds vote of all members of the Council.

ECONOMIC CONDITION AND OUTLOOK

Known today for its exceptional master-planned and progressive business development, new
infrastructure projects, and outstanding adjacent park system, the City of Fairview Park has become
one of the area’s most dynamic communities. Committed to ensuring high quality development
standards, the City of Fairview Park has distinguished itself as a place where residents desire to live,
work and play. Through its unique innovations and progressive planning, the Economic
Development Department has helped to create the quality of life that has made Fairview Park the
community it is today.
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During the year, twenty-six new businesses were issued occupancy permits by the city. Some of the
most notable included the new Giant Eagle Supermarket at Fairview Centre, as well as fifteen other
new retail outlets on Lorain Road, including Nationwide Car Care, GetGo, The Studio of Dance, and
Russo Espresso. In addition, the new colonial style Fifth Third Bank building at West 217 Street and
Lorain Road recently opened.

The construction of three new office buildings in the Fairview Corporate Center project at West 227
Street and Brookpark Road was recently completed, bringing the total number to five of six
buildings as planned for the site. These buildings are home to, among others, the Zaremba
Management Company corporate staff, O. R. Colan & Associates and the Cleveland Laser Eye
Center, an ambulatory surgery facility.

In 2007, the city’s portion of the Gemini Project was largely concluded as the new 93,000 square
foot Recreation & Community Complex opened for business and was officially dedicated in public
ceremonies held on January 12, 2008.

Also, this year as part of the Gemini Project, the city will continue to work closely with the school
district on the sale and redevelopment of the Board of Education, Garnett and Coffinberry
properties. These two projects, when completed, will result in an addition to the tax base and an
enhancement to their surrounding neighborhoods.

FIRST RING CONSORTIUM

Fairview Park continues to be deeply involved in the First Ring Consortium, an organization
comprised of 17 mature cities that surround Cleveland whose objective is to foster community and
economic development through the identification of common problems and the implementation of
common solutions.

SERVICE

As part of the city's ongoing efforts to improve infrastructure, a major storm and sanitary sewer
replacement project was recently completed on South Sagamore Avenue.

In an effort to reduce operational costs and at the same time maintain a high level of service to our
residents, the City has entered into a contract with Republic Waste Services for the collection of
residential rubbish, including yard waste, beginning November 6, 2006. There is no charge to
residents for this service.

The Service Department upgraded needed equipment and facilities, and additional facilities
improvements are planned for 2008, including new generator equipment for City Hall and for the
Senior Center.

BUILDING

Building, rebuilding and expansions to private homes and businesses were at an excellent pace this
past year with 1,923 permits being issued for various items, including three new homes.
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Our Summer Maintenance Program is continuing this year to preserve maintenance standards in
residential neighborhoods. A home is generally the most valuable investment an individual has and
this department helps us ensure our housing stock remains strong for years to come.

FINANCIAL INFORMATION

Basis of Accounting

The City of Fairview Park’s accounting system is organized on a “fund basis”. Each fund or account
group is a self-balancing set of accounts. General government operations are reported on a modified
accrual basis in the fund level statements. Revenues are recognized when measurable and available.
Expenditures are recognized when measurable and incurred. The City’s proprietary funds, as well as
the government-wide statements are reported on the accrual basis. Revenues are recognized when
earned. Expenses are recognized when incurred.

Internal Accounting Controls

In developing the City’s accounting system, consideration was given to the adequacy of internal
accounting controls. Such controls are designed to provide reasonable, but not absolute, assurance
regarding both the safeguarding of assets against loss and misuse, and assurance regarding the
reliability of financial records for preparing financial statements and maintaining accountability for
assets. The concept of reasonable assurance is based on the assumption that the cost of internal
controls should not exceed the benefits expected to be derived from their implementation.

The City utilizes a fully automated accounting system as well as an automated system for payroll.
These systems, coupled with the manual auditing of each voucher prior to payment, ensure that the

financial information generated is both accurate and reliable.

Budgetary Controls

By statute, City Council adopts a temporary appropriation measure for the City on or about the first
day of January. The City Council adopts a permanent appropriation measure by the first day of
April. All disbursements and transfers of cash among funds require appropriation authority from
City Council. Budgets are controlled at the department level in the general fund, and the fund level
in all other funds.

Additional information regarding the City’s budgetary accounting can be found in Note 1 of the
basic financial statements.

CASH MANAGEMENT
The City of Fairview Park continued to maintain its strong financial reserves during 2007. The

City’s general fund unencumbered cash balance at year-end was $1,586,382. The general fund
unencumbered cash balance increased by $941,202 or 59.3% during the year 2007.



Cash management is a vital component of the City’s overall financial strategy. The Finance Director
maintains an aggressive cash management program. Major considerations in cash flows are
necessary to pay City liabilities and available interest rates. As City funds become available, they
are invested immediately in sweep accounts maintained at the City approved depository banks,
short-term federal agencies or other securities authorized by state statutes. During 2007, $887,307
of interest was deposited in the general fund, $4,276 in the street construction maintenance and
repair and $11,295 state highway special revenue funds. The increase from the previous year was
due to increasing interest rates.

RISK MANAGEMENT

The primary technique used for risk management is the purchase of insurance policies from
commercial insurers. The types of insurance carried include: general liability, public officials
liability, police professional liability, employee medical insurance, and State of Ohio Workers’
Compensation. Deductibles vary on these policies depending on past experience with the type of
liability covered. Should losses occur, the portion of the uninsured loss is not expected to be
significant with respect to the financial position of the City.

Additional information on the City’s risk management activity can be found in Note 8 of the basic
financial statements.

DEBT MANAGEMENT

Effective June 7, 2007 the City maintains an Al credit rating from Moody’s Investors Service, Inc.
All bonds of the City are backed by its full faith and credit.

Under current state statutes, the total voted net debt of the City, less the same exempt debt, shall
never exceed 10.5% of the total assessed property valuation. The total unvoted debt less the same
exempt debt, shall never exceed 5.5% of the assessed valuation. At December 31, 2007, the total
legal debt margin was $17,619 (in thousands).

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 Fairview Park for
its Comprehensive Annual Financial Report for the fiscal year ended December 31, 2005. This was
the seventh consecutive year that the government has achieved this prestigious award. The City did
not submit their 2006 CAFR to the GFOA for participation in the award program. In order to be
awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized Comprehensive Annual Financial Report. This report must satisfy both generally
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only.
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INDEPENDENT AUDIT

Included in this report is an unqualified audit opinion rendered on the City’s financial statements as
of December 31, 2007, by our independent auditor, Charles E. Harris & Associates, Inc. Their audit
was conducted in accordance with generally accepted auditing standards and Governmental Auditing
Standards, issued by the Comptroller General of the United States.

City management plans to continue to subject the City’s financial statements to an annual
independent audit as part of the preparation of a Comprehensive Annual Financial Report. An
annual audit also serves to maintain and strengthen the City’s accounting and budgetary controls.
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City Council for their enthusiastic support of this project. The guidance and assistance provided by
the accounting firm of Charles E. Harris & Associates. They provided valuable assistance in a most
professional manner.

I would also like to thank all of the department heads, and their staffs for their assistance and
cooperation with the preparation of this CAFR. I ask for their continued support of this project and
of my efforts toward continuing the sound financial management for the City of Fairview Park.

Sincerely,

-
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Lisa M. Rocco
Finance Director
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Rockefeller Building
614 W Superior Ave Ste 1242
Cleveland OH 44113-1306

Charles E. Harris & Associates, Inc. Office phone - (216) 575-1630
Certified Public Accountants Fax - (216) 436-2411

REPORT OF INDEPENDENT ACCOUNTANTS

City of Fairview Park
Cuyahoga County

20777 Lorain Road
Fairview Park, Ohio 44126

To City Council:

We have audited the accompanying financial statements of the governmental activities, business-
type activities, each major fund and the aggregate remaining fund information of the City of
Fairview Park, Cuyahoga County (the City), as of and for the year ended December 31, 2007, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the City's management. Our responsibility is to
express an opinion 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 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 opinion.

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

Management’s discussion and analysis 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 applied certain limited procedures, consisting principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary
information. However, we did not audit the information and express no opinion on it.



In accordance with Government Auditing Standards, we have also issued a report dated September
5, 2008 on our consideration of the City's internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. While we did not opine on the internal control over financial reporting or on
compliance, that report describes the scope of our testing of internal control over financial
reporting and compliance and the results of that testing. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.

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 nonmajor fund statements and schedules, and statistical tables are presented for the
purpose of additional analysis and are not a required part of the financial statements. The
combining and individual nonmajor fund financial statements 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 section and statistical tables 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.

Croali g Howstnd Adaréioline.

Charles E. Harris & Associates, Inc.
September 5, 2008



City of Fairview Park
Management’s Discussion and Analysis
For the Year Ended December 31, 2007

Unaudited

This discussion and analysis of The City of Fairview Park’s (the City’s) financial performance provides an overall
review of the City’s financial activities for the year ended December 31, 2007. The intent of this discussion and
analysis is to look at the City’s financial performance as a whole; readers should also review the transmittal letter,
the basic financial statements and the notes to enhance their understanding of the City’s financial performance.

Financial Highlights
Key Financial highlights for 2007 are as follows:

o The assets of the City exceeded its liabilities at the close of the year by $57.6 million (net assets). Of
this amount, $6.8 million (unrestricted net assets) may be used to meet the government’s ongoing
obligations to citizens and creditors.

o General revenues, for governmental activities, accounted for $15,816,714 or 87% of total
governmental activities revenue. Program specific revenues accounted for $2,461,590 or 13% of total
governmental activities revenue.

e The City had $16,450,597 in expenses related to governmental activities; $2,461,590 of these
expenses was offset by program specific charges for services, grants, contributions, or interest.
General revenues (primarily taxes) of $16,131,580 were sufficient to offset these program expenses.

o As of the close of the current fiscal year, the City’s governmental funds reported combined ending
fund balances of $10.4 million, a decrease of $9.3 million in comparison with the prior year.

o The general fund, had revenues of $11,242,287 in 2007 or 62.3% of total governmental funds.
Expenditures of the general fund were $9,540,156, or 35.3% of total governmental funds. After
transfers, the general fund balance increased $958,201, or 72.5% in 2007.

Overview of the Financial Statements

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

Government-wide Financial Statements

The government-wide financial statements are designated to provide readers with a broad overview of the City’s
finances, in a manner similar to private-sector businesses. The statement of net assets and statement of activities
provides information about the activities of the whole city, presenting both an aggregate view of the City’s
finances and 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 nonmajor funds in total in one column.
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The statement of net assets presents information on all of the City’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the government’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of 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).

The governmental activities of the City include general government security of persons and property, public
health services, transportation, leisure time activities, and community environment.

The government-wide financial statements can be found starting on page 13 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 Fairview Park like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the
City can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental activities in
the government-wide financial statements. However, unlike the government-wide financial statements,
governmental funds 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 expenditures, and changes in fund balances provide
a reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City of Fairview Park maintains individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental funds statement of revenues, expenditures, and
changes in fund balances, for the General Fund, the Recreation/Community Center Fund, the Recreation
Construction Fund, and the Bond Retirement Fund; which are considered to be major funds. Data from the other
nonmajor 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 adopts an annual appropriated budget for each of its governmental funds. A budgetary comparison
statement (non-GAAP basis) has been provided for each major and nonmajor fund to demonstrate budgetary
compliance.
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Proprietary Funds

The City of Fairview Park maintains two different types of proprietary funds. Enterprise funds are used to report
the same functions presented as business-type activities in the government-wide financial statements. The City
uses enterprise funds to account for it sewer operation and the lease activity to the Fairview Park City School
District. Internal service funds are an accounting device used to accumulate and allocate costs internally among
the City’s various functions. The City maintains such a fund for its self-insurance of health related employee
benefits and employee section 125 contribution. Because these services predominately benefit governmental
rather than business-type functions, they have been included with 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 sewer operation and lease
activity. Only the sewer operation is considered to be the major proprietary fund of the City. Conversely, both
internal service funds are combined into a single, aggregated presentation in the proprietary fund financial
statements. Individual fund data for the internal service funds is provided in the form of combining statement
elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 22 to 24 of this report.

Fiduciary Funds

All of the City’s fiduciary activities are reported in a separate statement of fiduciary net assets. We exclude these
activities from the City’s other financial statements because the City cannot use these assets to finance its
operations. The City is responsible for ensuring that the assets reported in these funds are used for their intended
purposes.

Notes to the Basic 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 financial statements can be found on pages 26
to 54 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain other
information that the City believes readers will find useful. After the notes to the financial statements, the
combining statements referred to earlier in connection with nonmajor governmental and internal service funds are
presented, as well as individual detailed budgetary comparisons for all funds. This information can be found on
pages 55 to 102 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 Fairview Park, assets exceeded liabilities by $57.6 million at the close of the fiscal year.

The statement of net assets provides the perspective of the City as a whole.
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Table 1 below provides a summary of the City’s net assets for 2007 compared to 2006:

Table 1
Net Assets
Governmental Business-Type
Activities Activities Total
2007 2006 2007 2006 2007 2006

Current and other assets $ 19,522,753 § 28,406,848 $ 688,263 § 989,980 $ 20,211,016 $ 29,396,828
Investment in joint venture - - 4,034,636 4,106,064 4,034,636 4,106,064
Capital assets 55,594,393 46,660,040 12,170,163 11,801,844 67,764,556 58,461,884
Total assets 75,117,146 75,066,888 16,893,062 16,897,888 92,010,208 91,964,776
Current liabilities 5,787,389 6,076,209 257,896 188,035 6,045,285 6,264,244
Long-term liabilities 27,594,260 29,015,931 788,301 888,513 28,382,561 29,904,444
Total liabilities 33,381,649 35,092,140 1,046,197 1,076,548 34,427,846 36,168,688
Invested in capital assets, net

of related debt 29,839,238 19,977,172 11,925,833 11,521,380 41,765,071 31,498,552
Restricted net assets 9,013,971 19,048,960 - - 9,013,971 19,048,960
Unrestricted net assets 2,882,288 948,616 3,921,032 4,299,960 6,803,320 5,248,576
Total net assets § 41,735,497 § 39,974,748 § 15,846,865 § 15,821,340 § 57,582,362 § 55,796,088

Over time, net assets can serve as a useful indicator of a government’s financial position. At December 31, 2007,
the City’s assets exceeded liabilities by $57,582,362. This amounts to $41,735,497 in governmental activities and
$15,846,865 in business-type activities. Capital assets reported on the government-wide statements represent the
largest portion of the City’s net assets. At year-end, capital assets represented 85.0% of total governmental and
business-type assets. Capital assets include land, land improvements, buildings, equipment, infrastructure, and
construction in progress. Capital assets, net of related debt to acquire the assets at December 31, 2007, were
$41,765,071. These capital assets are used to provide services to citizens and are not available for future
spending. Although the City’s investment in capital assets is reported net of related debt, it should be noted that
the resources to repay the debt must be provided from other sources, since capital assets may not be used to
liquidate these liabilities. As of December 31, 2007, the City is able to report positive balances in all three
categories of net assets, both for the government as a whole, as well as for its separate governmental and business-
type activities.

A portion of the City’s net assets, $9,013,971 or 15.7%, represent resources that are subject to external restrictions
on how they may be used. Of the total restricted net assets, $5,272,705 is restricted for capital projects and
$3,741,266 is restricted for other purposes. The governmental activities unrestricted net assets of $2,882,288 may
be used to meet the government’s ongoing obligations to citizens and creditors.
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Table 2 below shows the changes in net assets for governmental and business-type activities for year 2007

compared to 2006:

Revenues:
Program revenue:

Charges for services

Operating grants and contribution
General revenue:

Income taxes

Property taxes

Grant and entitlement not restricted

to specific programs
Investment earnings
Other

Total revenue

Expenses:
General government
Sercurity of persons and property
Public health and welfare
Transportation
Community environment
Basic utility services
Leisure time activities
Interest and fiscal charges
Sewer

Total expenses

Increase (decrease) in net assets
before transfers

Transfers
Change in net assets
Beginning net assets, as restated

Ending net assets

Table 2
Change in Net Assets
Governmental Business-Type
Activities Activities Total

2007 2006 2007 2006 2007 2006
$ 1,624417 § 1,277,041 § 1,702,798 § 1,736,787 3,327,215 $§ 3,013,828
837,173 771,218 - - 837,173 771,218
8,575,681 8,150,959 - - 8,575,681 8,150,959
5,492,919 4,567,864 - - 5,492,919 4,567,864
1,117,705 1,196,593 - - 1,117,705 1,196,593
887,307 1,162,601 - 1,375 887,307 1,163,976
57,968 167,610 3,120 655 61,088 168,265
18,593,170 17,293,886 1,705,918 1,738,817 20,299,088 19,032,703
2,454,826 2,249,139 - - 2,454,826 2,249,139
6,204,859 6,617,530 - - 6,204,859 6,617,530
4,395 2,405 - - 4,395 2,405
3,416,624 3,263,865 - - 3,416,624 3,263,865
139,717 1,741,880 - - 139,717 1,741,880
1,247,756 - - - 1,247,756 -
1,798,377 1,645,018 - - 1,798,377 1,645,018
1,184,043 1,216,334 - - 1,184,043 1,216,334
- - 1,995,259 2,049,290 1,995,259 2,049,290
16,450,597 16,736,171 1,995,259 2,049,290 18,445,856 18,785,461
2,142,573 557,715 (289,341) (310,473) 1,853,232 247,242
(314,866) - 314,866 - - -
1,827,707 557,715 25,525 (310,473) 1,853,232 247,242
39,907,790 39,417,033 15,821,340 16,131,813 55,729,130 55,548,846

§ 41,735497 § 39,974,748

§ 15,846,865 § 15,821,340 § 57,582,362 $ 55,796,088
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Governmental Activities

Governmental activities net assets increased $1,827,707 or 4.6% in 2007 over 2006. This increase was not due
any one significant item.

Security of persons and property, which primarily supports the operations of the City’s police, fire and emergency
medical services, accounts for $6,204,859 of expenses, or 37.7% of total governmental expenses of the City.
These expenses were funded by $781,176 in charges to users of services and operating grants. General
government expenses, which primarily include legislative, executive and financial management, totaled
$2,454,826 or 14.9% of total governmental expenses. General government expenses were covered by $200,881
of direct charges to users and operating grants.

General revenues totaled $16,134,700, and amounted to 86.8% of total revenues. These revenues primarily
consist of property and income tax revenue of $14,068,600, or 75.7% of total general revenues. The other
primary source of general revenues is grants and entitlements not restricted to specific programs, with a majority
of the revenue being local government and local government revenue assistance. For 2007, these revenues totaled
$1,117,705, or 6.0% of the total general revenues.

Business-type Activities

The sewer fund represents the City’s business-type activities. This program had program revenues of $1,702,798
and expenses of $1,995,259 for year 2007. Business-type activities reported an increase in net assets of $25,525,
or 0.2% as compared to 2006. For this year, the increase in net assets was attributed to net transfers from
governmental funds of $314,866.

Charges for services were the largest program revenue in the business-type activities, accounting for $1,702,798
or 99.8% of the total business-type revenues. The majority of the receipts were used to fund the sewer operations
and capital improvements of the sewer infrastructure.

Program Expenses
The statement of activities shows the cost of program services and the charges for services and grants offsetting

those services. Table 3 shows, for government-wide activities, the total cost of services and the net cost of
services for 2007 compared to 2006. That is, it identifies the cost of these services supported by general revenues.
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General government
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Table 3
Program Expenses
2007 2006 Totals
Total Cost Net Cost Total Cost Net Cost Total Cost Net Cost
of Services of Services of Services of Services of Services of Services

$ 2454826 $ (2253,945) $ 2249139 $ (2,027215) $ 4,703,965

$ (4,281,160)

Sercurity of persons and property 6,204,859 (5,423,683) 6,617,530 (5,879,479) 12,822,389  (11,303,162)
Public health and welfare 4,395 (4,395) 2,405 (2,405) 6,800 (6,800)
Transportation 3,416,624 (2,446,370) 3,263,865 (2,554,470) 6,680,489 (5,000,840)
Community environment 139,717 76,374 1,741,880 (1,572,046) 1,881,597 (1,495,672)
Basic utility services 1,247,756 (1,247,756) - - 1,247,756 (1,247,756)
Leisure time activities 1,798,377 (1,505,189) 1,645,018 (1,435,963) 3,443,395 (2,941,152)
Interest and fiscal charges 1,184,043 (1,184,043) 1,216,334 (1,216,334) 2,400,377 (2,400,377)
Business-Type Activities:
Sewer 1,995,259 (292,461) 2,049,290 (312,503) 4,044,549 (604,964)

Total expenses

$§ 18,445,856 $(14,281,468) $ 18,7