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LETTER OF TRANSMITTAL



OFFICE OF CITY CONTROLLER Penngplbania Phone: 412-255-2055

Michael E. Lamb, Controller Fax: 412-255-8990

April 28, 2010

The Honorable Mayor, Members of
City Council, and the Citizens of
The City of Pittsburgh, Pennsylvania:

I am pleased to submit The Comprehensive Annual Financial Report (CAFR) of the City
of Pittsburgh (City) for the year ended December 31, 2009. The City’s charter mandates
that only a general purpose financial statement be issued by May 1%. This does not
include component units, statements mandated under GASB Statement No. 34, footnotes
and the statistical section. This year we are issuing a full CAFR by May 1°' that meets
Government Finance Officers Association standards and that allows the City to get an
unqualified opinion from the City’s independent auditors.

We believe that the enclosed data is accurate in all material respects and is reported in a
manner designed to present fairly the financial position and results of operations of the
various funds of the City. This statement will enable the reader to gain an understanding
of the City’s financial activities. Responsibility for both the accuracy of data, and the
completeness and fairness of the presentation, rests with the management of the City.
This report contains all the funds of the City.

Maher Duessel, Certified Public Accountants, have issued an unqualified (‘clean’)
opinion on the City’s financial statements for the year ended December 31, 2009. The
independent auditor’s report is located in front of the Management Discussion &

Analysis (MDA).
The MD&A immediately follows the independent auditor’s report and provides a

narrative introduction, overview, and analysis of the financial statements. The MD&A
complements this letter of transmittal and should be read in conjunction with it.

Profile of the Government

The City incorporated in 1816, is located in the south-western part of the State of
Pennsylvania. It currently occupies 58.3 square miles and serves a population of
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334,563. The City is empowered to levy property taxes on real estate and earned income
taxes on residents that live within the boundaries of the city. In addition, the City levies
taxes on employees that work within the city and on businesses that operate within the
City. Other usage taxes are charged when using certain facilities within the City. See the
Revenue section of this letter that explains all taxes.

The City operates on a strong elected mayor, and a council elected by district, form of
government. The mayor is the chief executive of the City and the council has all the
legislative authority. The mayor appoints the heads of the various departments. The
mayor is elected for a four year term and the council members are elected for staggered
four year terms with the even numbered districts being elected in one year and the odd
numbered districts being elected two years later.

The City provides a full range of services, including police, fire, and emergency medical
services; construction and maintenance of City property and infrastructure; sanitation
services: and recreation and cultural activities. The Pittsburgh Water and Sewer
Authority, Urban Redevelopment Authority, Stadium Authority and Parking Authority
are component units of the City and are shown as such in the financial statements and the

footnotes to the CAFR.

Council is required to adopt a final operating and capital budget for the next year by the
last day of the fiscal year, which is December 31. The annual budget is the basis of the
City’s financial planning and control. The operating budget is prepared on a departmental
basis. The department heads may spend within a budget classification (e.g., salaries,
supplies, rentals, miscellaneous) as they see fit. Any transfers between classifications or
departments have to be approved by council. The Mayor’s Office also prepares a five
year plan annually. Most of the strategic and development planning is done by the Urban
Redevelopment Authority.

FINANCIAL INFORMATION

Internal Control: Management of the City is responsible for establishing and maintaining
an internal control structure designed to ensure that the assets of the City are protected
from loss, theft, or misuse and to ensure that adequate accounting information is
compiled to prepare financial statements in accordance with accounting principles
generally accepted in the United States of America. The internal control structure is
designed to provide reasonable, but not absolute, assurance that these objectives are met.
The concept of reasonable assurance recognizes that: (1) the cost of a control should not
exceed the benefits likely to be derived and (2) the evaluation of costs and benefits
requires estimates and judgements by management.

Budget Control: Budget control is maintained at the line item level on a departmental
basis. Activities of the General Fund, the Special Revenue Fund (Community
Development Fund only), and the Capital Projects Fund are controlled by an annual
legally appropriated budget. Capital Projects and Community Development Funds are
also controlled on a multi-year basis.
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ECONOMIC CONDITION

Located at the confluence of the Ohio, Monongahela, and Allegheny Rivers, the City
serves as the seat for Allegheny County (County). The City is the largest of the County’s
130 municipalities. Downtown Pittsburgh is commonly known as the Golden Triangle
and serves as the regional center for Southwestern Pennsylvania, Eastern Ohio, and

Northern West Virginia.
Economic Background

The City continues to build and strengthen its economy not only by expanding existing
businesses, but also by working to attract new businesses and industries to the region.
The primary goal is to assist businesses both small and large in developing and enhancing
working relationships among economic development practitioners throughout the state.
By supporting the growth of the existing business core and marketing its competitive
advantages to attract new businesses, the City has modernized its economy. Nationally
the number of jobs has increases. The City has followed the national trend by increasing
its number of jobs from 2008 to 2009 by .2%. As of March 31, 2010, the City’s
unemployment rate was 8.8% compared to 9.0% for the state and 9.7% nationally.

Initiatives such as “one-stop service providers” allow firms doing business in the City to
be assigned a project coordinator who will serve as a single point of contact throughout
the development process. Tax credits granted by both the federal government and the
Commonwealth of Pennsylvania provide financial incentives for companies to hire new
employees. The City also contains three State Enterprise Zones which enable businesses
located within those designated areas to enjoy more favorable interest rates and tax
incentives. The City has several sites included among the Commonwealth’s Keystone
Opportunity Zones, which exempt a majority of state and local taxes for a number of

years.

Over the past couple of years the City has focused on the revitalization of its downtown
core, making aesthetic improvements to reestablish it as a regional destination point.
With the formation of a Business Improvement District in 1996, the Pittsburgh
Downtown Partnership spearheaded improvements in maintenance, safety, and
marketing. Several large-scale economic development projects are underway. The
projects include Piatt Place, the redevelopment of the former Lazarus/Macy’s department
store into 180,000 square feet of Class A Office space with 47 luxury residential units on
the upper floors and the construction of Three PNC Plaza, a $170 million, 25-30 story
building which will house Class A office space, a hotel, and residential units.

The City is also working to make downtown the region’s chief entertainment
destination. The expansion of the convention center and the construction of two new
sports facilities have attracted visitors from the surrounding regions and all over the
world. In 2009, the new Rivers Casino opened on the North Side and in 2008
construction was started on the new Consol Energy Center in upper Downtown to replace
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the current Mellon Arena which would have the Pittsburgh Penguins as their prime
tenant. This arena is expected to open in August of 2010.

Downtown housing has been on the rise. According to the Downtown Living Initiative
nearly 5,000 people will call downtown home by 2009, up 105% from 1990. The
downtown office climate is getting a boost from long-time Pittsburgh companies who
have recently built new offices, such as ALCOA, GNC, Bank of America-Mellon Bank,
PNC Bank, Seagate, Del Monte, Heinz, Highmark Blue Cross/Blue Shield, and Kvaerner
Metals. Corporate offices of the University of Pittsburgh Medical Center were relocated
to the Central Business District in 2008.

The City has also implemented an aggressive strategy to reclaim the City’s valuable
riverfront property and reuse industrial sites left behind by the decline of the steel mills.
Through the Urban Redevelopment Authority (URA), the City has acquired land and
prepared sites to lay the groundwork for economic development. A variety of technology
companies and university researchers have located their operations at the Pittsburgh
Technology Center. Through the URA, the City purchased the 130 acre former LTV
South Side Works site in late 1993. The site has been developed into a mixed use
development including housing, office space, warehousing, restaurants, retail,
entertainment, and light-industrial and high-technology space. The University of
Pittsburgh Medical Center (UPMC) has finished an 80,000 square-foot distribution center
and a 45,000-square foot office and laboratory facility called Rivertech Office Works.
Over 500,000 square feet of office space is either under construction or in the planning
stages. The Mon Con/Hot Metal Bridge that once carried molten steel across the
Monongohela River has been renovated to allow cars and pedestrians to travel between
the South Side Works and the Pittsburgh Technology Center. In addition, residential and
commercial developments completed on Washington’s Landing on the banks of the
Allegheny River proved that the strategy of land acquisition and site preparation can be
used effectively as an economic development strategy.

The City is also strengthening and revitalizing its neighborhoods, encouraging new
housing and mixed-use development throughout the City, providing both new and
existing residents a higher quality of life. The City has also partnered with developers to
attract new stores and restaurants back into the neighborhoods, such as a new Shop N
Save in the Lawrenceville Shopping Center and a Home Depot and Whole Foods in East
Liberty. Both Home Depot and Whole Foods exceeded corporate projections at these
sites. Whole Foods at this site is currently a corporate-wide leader in sales. Spurred by
this success more than $90 million in private investments is now underway or due to
begin construction in the coming year in this corridor, including a full-service 140 room
Holiday Inn, 84 market rate condominiums, 110,000 square feet of commercial space and

640 parking spaces.

The most dramatic development in the City however, may be its rebirth as a hub for the
technology industry. The University of Pittsburgh and Carnegie Mellon University lead
the way in research of biotechnology, bioengineering, robotics, and information
technology. Increases in university research and development spending are a significant
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sign that the City’s universities are working to commercialize technology development.
This R & D spending will spin off new companies, new jobs and new wealth. During the
past 15 years, Pittsburgh has more than doubled its number of technology driven firms,
creating over 1,200 new enterprises. Today, nearly 2,400 high technology firms employ
over 90,000 individuals, accounting for roughly nine percent of the total workforce in
Greater Pittsburgh. In fact, the Pittsburgh region now ranks in the top ten in the nation in
total employment of computer software professionals. Pittsburgh is also the third largest
environmental technology hub in the country. In aggregate, technology companies have
produced over 30,000 new jobs since 1980, sharply offsetting job losses from other
industries in the region.

According to the Pittsburgh Regional Alliance, the Pittsburgh region was among the
nation’s top performers for business investment in 2009, despite the worst global
economic conditions since the Great Depression. According to this data, regional capital
investments from 197 economic development deals totaled $3 billion in 2009. These are
expected to create, over time, 7,238 new jobs and retain 8,683 — for a total employment

impact of nearly 16,000 jobs.

In cooperation with the Pittsburgh School District, the City has created a program called
Pittsburgh Promise. If a student in the Pittsburgh School District meets certain criteria
the City promises to provide scholarships up to $5,000 per year to any accredited post-
secondary institution within Pennsylvania. As of the end of 2009, more that 1,600
students took advantage of this promise. This should help to grow the City’s population
and make it attractive for families to stay or move into the City.

The overall outlook for Pittsburgh in the 21*' century and beyond is promising. The city’s
investments and initiatives of the past several years are leading to more business
development and increased residential construction.

REVENUES

Real Estate Tax - Real estate property in the City is assessed by the Allegheny County
Board of Property Assessment, Appeals and Review at a rate of 100% of its fair market
value. The rates for 2009 were 10.8 mills on buildings and on land. A mill is $1 on each
$1,000 of assessed value. The 2009 total assessed valuation for the City is
$13,348,820,505 vs. the 2008 total of $13,254,877,546, an increase of approximately

1%.

Earned Income Tax - This tax is levied at the rate of 1% on the wages or net profits
earned by residents of the City.

Business Privilege Tax - The City taxes the gross receipts from operating or conducting
a service business, trade or profession in, or attributable to, the City at a rate of one mill.
This tax will be eliminated in 2010.

Parking Tax - A tax equal to 37.5% of the consideration paid for each parking
transaction is levied on the patrons of non-residential parking places in the City; e.g. on a
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$13.75 parking fee, $3.75 is tax, or 37.5% of the $10 underlying parking charge. The rate
is to be reduced to 35% in 2010.

Amusement Tax - This tax is levied at a rate of 5% on the admission price paid by
patrons of all manners and forms of for profit amusement within the City. Non-profits
are exempt from the amusement tax.

Deed Transfer Tax - A tax of 2% of the consideration paid for real property transfers is
levied upon the transfer of an interest in real property situated in the City.

Institution Service Privilege Tax - Certain receipts of non-profit, non-charitable
organizations conducting or operating a service or service institution in the City are taxed

at a rate of 6 mills.

Local Services Tax - A $52 tax levied upon each individual whose principal place of
employment is located in the City, regardless of residency. If an employee’s income is
less than $12,000, they only pay $10. In 2008, the name of this tax was change from
Emergency and Municipal Service Tax.

Payroll Preparation Tax - This tax is imposed on all for-profit employers at a rate of
.55% of the total wages of all employees who work in the City. This tax is paid quarterly
based on the payroll of the previous quarter. The installments are due February 28, May

31, August 31, and November 30.

Facility Usage Fee — A 3% tax on wages earned by non-resident athletes and performers
that work at certain facilities that have been subsidized with public money.

Tax Payments - Real estate taxes are payable in three installments, but a 2% discount
was granted if paid by February 10", If payment is not made on time, interest is charged
at the rate of 10% per annum, and is added to the balance of the tax due for the year.

AWARDS

The Government Finance Officers Association (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City for its CAFR for the fiscal
year ended December 31, 2008. The Certificate of Achievement is a prestigious national
award recognizing conformance with the highest standards for preparation of state and
local government financial reports.

In order to be awarded a Certificate of Achievement, a government unit must publish an
easily readable and efficiently organized CAFR whose contents conform to program
standards. Such a CAFR must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has

received a Certificate of Achievement for the last seventeen consecutive years (fiscal
years ended 1992-2008). We believe that our current CAFR continues to conform to the
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Certificate of Achievement program requirements and we are submitting it to the GFOA
to determine its eligibility for another certificate.

ACKNOWLEDGEMENTS

The preparation of this report could not be possible without the concerted effort of the
entire staff of the Controller's Office. The continued efforts of the accounting department
are gratefully appreciated. I would like to thank the employees of the various departments
and authorities of the City for their assistance in providing the Controller's staff and the
independent auditors with the necessary information to complete this report.

Respectfully submitted,
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Michael E. Lamb_~
City Controller
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Independent Auditor’s Report

The Honorable Members of Council
City of Pittsburgh, Pennsylvania

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information of
the City of Pittsburgh, Pennsylvania (City), as of and for the year ended December 31, 2009, which
collectively comprise the City's financial statements, as listed in the accompanying 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 did not audit the financial
statements of the Public Parking Authority of Pittsburgh (Parking Authority) and the Stadium Authority
of the City of Pittsburgh (Stadium Authority), which collectively represents 17% of the assets and 16% of
the revenues of the aggregate discretely presented component units. These financial statements were
audited by other auditors whose reports thereon have been furnished to us, and our opinions, insofar as
they relate to the amounts included for the Parking Authority and the Stadium Authority, are based solely
upon the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. 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 and the reports of
other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial positions of the governmental
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City as of December 31, 2009 and the respective changes in financial
position thereof and the respective budgetary comparison for the General Fund and Community
Development Fund for the year then ended in conformity with accounting principles generally accepted in
the United States of America.

As more fully discussed in Note 1(B), the City is considered a distressed community under the provisions
of the “Municipalities Financial Recovery Act” (Act 47) of the Commonwealth of Pennsylvania. Under
the provisions of Act 47, the City adopted a financial recovery plan (Plan), which among other things,
permits the City to increase certain tax rates and fees, levy new taxes, and requires reduction of certain
spending levels. The Plan is intended to enable the City to maintain services at the current level. The
implementation of the Plan is subject to periodic review by the Pennsylvania Department of Community
and Economic Development.

The Management's Discussion and Analysis on pages i through xv, and the pension and other post-
employment benefits schedules on pages 95 through 98 are not a required part of the financial statements
but are 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

Pursuing the profession while promoting the public good"
www.md-cpas.com



The Honorable Members of Council
City of Pittsburgh, Pennsylvania
Independent Auditor’s Report

Page Two

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 financial statements. The introductory section, combining and individual other
governmental fund financial statements, Capital Projects Fund budgetary comparison, and statistical
section are presented for purposes of additional analysis and are not a required part of the financial
statements. The combining and individual other governmental fund financial statements and the Capital
Projects Fund budgetary comparison have been subjected to the auditing procedures applied in the audit
of the financial statements and, in our opinion, are fairly stated in all material respects in relation to the
financial statements taken as a whole. The introductory section and statistical section have not been
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we

express no opinion on them.

Hatern Duessel

Pittsburgh, Pennsylvania
April 28, 2010
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Management’s Discussion and Analysis

As management of the City of Pittsburgh (City), we offer readers of the City’s financial
statements this narrative overview and analysis of the financial activities of the City for the fiscal
year ended December 31, 2009. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found at the beginning of this report, and in the basic financial
statements and supplementary information.

Financial Highlights

e The liabilities of the City exceeded its assets at the close of the most recent fiscal year by
$557.5 million. As of December 31, 2009, the City, in its statement of net assets, has a net
asset unrestricted deficit of $640.9 million. The accumulated deficit results principally from
the City’s outstanding general obligation bonds being issued over the years to finance
projects that do not result in recording assets; specifically to fund the payments to the
Pension Trust Fund ($237 million outstanding as of December 31, 2009), the City’s
borrowings to finance economic development efforts (including projects to the City’s
Authorities, principally the Urban Redevelopment Authority (URA)), and maintenance
expenditures on City infrastructure and equipment needs.

e The City’s total net assets increased by $4.4 million in 2009.

e As of the close of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $177.2 million, a decrease of $16.5 million from the previous year.
Approximately 85% of this total amount, $151.2 million, is available for spending at the
government’s discretion (unreserved fund balance).

e At the end of the current fiscal year, unreserved fund balance for the General Fund was $55.4
million (compared to $46.5 million in 2008) or 12.9 % of total General Fund expenditures
and debt service transfers for 2009, up from 11.1% in 2008 and down from 21.7% in 2007.

The City’s gross bonded debt amounted to $680.4 million at the end of the fiscal year.

Overview of the Financial Statements

This Management’s Discussion and Analysis is intended to serve as an introduction to the City’s
basic financial statements.

The financial section of this report consists of three parts: Management’s Discussion and
Analysis, the basic financial statements (including notes to the financial statements and detailed
budgetary comparison schedules), and combining and individual fund statements. The basic
financial statements present two different views of the City through the use of government-wide
statements and fund financial statements:

The first two statements (pages 1 through 3) are government-wide financial statements that
provide long-term and short-term information about the City’s overall financial status.

The remaining statements (pages 4 through 20) are fund financial statements that focus on
individual parts of City government, reporting operations in more detail than the government-
wide financial statements.



The governmental funds statements describe how general government services were financed
such as public safety and sanitation.

Fiduciary funds statements provide information about the retirement plans for City employees in
which the City acts solely as a trustee or agent for the benefit of others. Fiduciary funds are not
reflected in the government-wide financial statements because the resources cannot be used to
support City activities.

The financial statements include notes that provide an explanation for certain information in the
financial statements and also provide more details for this information. The statements are
followed by a section of required supplementary information that further explains and supports
the information in the financial statements. Figure A-1 shows how the required parts of this
annual report are arranged and relate to one another. In addition to these required elements, a
section with combining statements provides details about the other governmental funds that are
presented in single columns in the basic financial statements. The following diagram shows how
the required components of this comprehensive annual financial report are arranged and relate to

one another.

Figure A-1
REQUIRED COMPONENTS OF THE COMPREHENSIVE ANNUAL FINANCIAL REPORT

Management’s Basic Required
Discussion and Financial Supplementary
Analysis Statements Information
|
l |
Government-wide Fund Notes to
Financial Financial Financial
Statements Statements Statements

Summary < » Detail
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Figure A-2 summarizes the major features of the City’s financial statements. The remainder of
this overview section of Management’s Discussion and Analysis explains the structure and

contents of each of the statements.

Figure A-2
Major Features of City’s Government-wide and Fund Financial Statements

Scope

Required financial statements

Accounting basis and
measurement focus

Type of asset/liability

information

Type of inflow/outflow
information

Fund Statements

Government-wide
Statements

Entire City government
(except fiduciary funds)

« Statement of net assets
« Statement of activities

Accrual accounting and
economic resources focus

All assets and liabilities, both
financial and capital, and
short-term and long-term

All revenues and expenses
during year, regardless of
when cash is received or paid

Governmental Funds

The activities of the City that
are not proprietary or
fiduciary, such as police, fire,
and recreation

» Balance sheet

+ Statement of revenues,
expenditures, and
changes in fund balance

Modified accrual accounting
and current financial resources
focus

Only assets expected to be
used up and liabilities that
come due during the year or
soon thereafter; no capital
assets included

Revenues for which cash is
received during or soon after
the end of the year;
expenditures when goods or
services have been received
and payment is due during the
year or soon thereafter

Fiduciary Funds

Instances in which the City is
the trustee or agent for
someone else’s resources, such
as the retirement plans for City
employees

« Statement of fiduciary net
assets

Combined statement of
changes in fiduciary net
assets

Accrual accounting and
economic resources focus

All assets and liabilities, both
short-term and long-term; the
City’s funds do not currently
contain capital assets, although
they can

All revenues and expenses
during the year, regardless of
when cash is received or paid

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements report information about the City as a whole using
accounting methods similar to those used by private-sector companies. The statement of net
assets includes all of the City’s assets and liabilities. All of the current year’s revenues and
expenses are accounted for in the statement of activities regardless of when cash is received or

paid.

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

The statement of net assets presents information on all of the City’s assets and liabilities, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether the financial position of the City is improving

or deteriorating.

The statement of activities presents information showing how the City’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the

iil



underlying event gives rise to the change that occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).

The government-wide financial statements include not only the City itself (known as the primary
government), but also component units of the URA, Pittsburgh Water and Sewer Authority,
Public Parking Authority, and the Stadium Authority. Financial information for these
component units is reported separately from the financial information presented for the primary
government itself.

The government-wide financial statements can be found in the financial section of this report.
The two government-wide financial statements report the City’s net assets and how they have
changed. The statement of net assets includes all of the City’s assets and liabilities, except
fiduciary funds. Net assets - the difference between the City’s assets and liabilities - is one way
to measure the City’s financial health, or position. Over time, increases or decreases in the
City’s net assets are an indicator of whether its financial health is improving or deteriorating.
The statement of activities focuses on how the City’s net assets changed during the year.
Additional non-financial factors such as changes in the City’s real property tax base and general
economic conditions must be considered to assess the overall position of the City. The primary
features of government-wide financial statements are reflected in Figure A-3.

Figure A-3
Government-wide Financial Statements

Governmental Activities

Measurement Focus: Economic Resources
Accounting Basis: Accrual

l |

Statement of Net Assets Statement of Activities
Assets Net Program (Expense) Revenue
- Liabilities + General Revenues
= Net Assets = Change in Net Assets

e Governmental activities - Most of the City’s basic services are included here, such as the
police, public works, recreation, and general administration. Property and earned income
taxes, charges for services, and state grants finance most of these activities.

FUND FINANCIAL STATEMENTS

The fund financial statements provide more detailed information about the City’s most
significant funds, not the City as a whole. Funds are accounting groups that the City uses to keep
track of specific sources of funding and spending for particular purposes. A fund is a group of
related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The City, like other state and local governments, uses fund
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accounting to ensure and demonstrate compliance with finance-related legal requirements. All
of the funds of the City can be divided into two categories: governmental funds and fiduciary
funds. Some funds are required by State law.

The City has two kinds of funds:

Governmental Funds - Most of the City’s basic services are included in governmental
funds, which focus on (1) how cash and other financial assets can readily be converted to
cash flow in and out and (2) the balances left at year-end that are available for spending.
Consequently, the governmental funds statements provide a detailed short-term view that
helps you determine whether there are more or fewer financial resources that can be spent
in the near future to finance the City’s programs. The relationship between governmental
activities (reported in the statement of net assets and the statement of activities) and
governmental funds is described in a reconciliation that follows the governmental fund
financial statements. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of expendable resources, as well as on
balances of expendable 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 government funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the government-
wide financial statements. By doing so, readers may better understand the long-term
impact of the government’s near-term financing decisions. Both the governmental fund
balance sheet and the governmental fund statement of revenues, expenditures, and changes
in fund balance provide a reconciliation to facilitate this comparison between governmental
funds and governmental activities.

The City maintains individual governmental funds. Information is presented separately in
the governmental fund balance sheet and in the governmental fund statement of revenues,
expenditures, and changes in fund balance for the General Fund, the Capital Projects Fund,
the Community Development Fund, and the Debt Service Fund, all of which are considered
to be major funds. Data from the other six governmental funds (non-major funds) are
combined into a single, aggregated presentation (other governmental funds).

The City adopts an annual appropriated budget for its General Fund, Capital Projects Fund,
and Community Development Fund. A budgetary comparison statement has been provided
for these funds to demonstrate compliance w<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>