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90 WEST BROAD STREET
COLUMBUS, OH 43215

May 1, 2009

To the Citizens of the City of Columbus, Ohio:

The Comprehensive Annual Financial Report (CAFR) of the City of Columbus, Ohio (the City) for the fiscal year ended
December 31, 2008, is hereby presented to its citizens by their City Auditor, statutorily described as the City's chief
accounting officer.

The City's Charter states, "The auditor shall be an elector of the City, and be elected for a term of four years . . . ." The
Charter also sets forth the auditor's powers and duties and states, in part:

The auditor shall be the city's chief accounting officer. He shall keep, in accurate, systematized detail a record of the
receipts, disbursements, assets, and liabilities of the city, and the recorded facts shall be presented periodically to
officials and to the public in such summaries and analytical schedules as shall be necessary to show the full effect of
such transactions for each fiscal year upon the finances of the city and in relation to each department of the city
government, including distinct summaries and schedules for each public utility owned or operated.

This report fulfills these duties and is distributed to approximately 100 recipients, including civic associations, banks, brokers,
rating agencies, schools, libraries, university students, and city, state, and federal officials. This report is also available on
the City's website. The Internet address is http://www.cityofcolumbus.org.

The City's management assumes full responsibility for the completeness and reliability of the information contained in this
report, based upon a comprehensive framework of internal control that it has established for this purpose. Because the cost
of internal control should not exceed anticipated benefits, the objective is to provide reasonable, rather than absolute,
assurance that the financial statements are free of any material misstatements.

Clark, Schaefer, Hackett & Co. has issued an unqualified (“clean”) opinion on the City’s financial statements for the year
ended December 31, 2008. The independent auditor’s report is located at the front of the financial section of this report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and provides a
narrative introduction, overview and analysis of the basic financial statements. MD&A complement this letter of transmittal
and should be read in conjunction with it.

Profile of the Government

The state legislature established Columbus as a city in 1812. Columbus was first organized as a borough in 1816.
Columbus accepted its city status on March 3, 1834. The City is a home-rule municipal corporation operating under the
laws of Ohio. The City's Charter, its constitution, can only be amended by a majority of the City's voters. It has been
amended many times since its original adoption in 1914, most recently on November 2, 1999. The laws of the State of Ohio
prevail when conflicts exist between the Charter and the state constitution and in matters where the Charter is silent.

Columbus, Ohio's capital city, is located in the central part of the state, approximately 150 miles south of Cleveland and 110
miles northeast of Cincinnati. The City's elevation is approximately 777 feet above sea level. Inter and intra state
highways I-70, I-71, 1-270, and I-670 serve as some of the City's major transportation arteries. The Ohio State University,
with 53,715 students on its Columbus campus, is located near the center of the City. Columbus was ranked as the nation's
15th largest city as a result of the 2000 census.



Some comparative data for Ohio's six largest cities follow. Population estimates for 1980, 1990, and 2000 are from the
U.S. Bureau of Census. The Mid Ohio Regional Planning Commission estimates Columbus’s population at 776,463 at
December 31, 2008. The respective cities’ management provided area data as of December 31, 2008.

Area Population

City 2008 2000 1990 1980
Columbus 227.1 sq. mi. 711,470 632,910 565,021
Cleveland 77.9 sq. mi. 478,403 505,616 573,822
Cincinnati 78.8 sq. mi. 331,285 364,040 385,410
Toledo 84.3 sq. mi. 313,619 332,943 354,635
Akron 62.4 sq. mi. 217,074 223,019 237,177
Dayton 56.3 sq. mi. 166,179 182,044 193,536

The City's management consists of a Mayor, seven-member Council, City Auditor, and City Attorney. These officials are
elected for four-year terms on an at-large basis. The Mayor and four Council members are elected in an odd numbered
year. Three Council members, the City Auditor, and the City Attorney are elected in the following odd numbered year. The
City's Charter also provides for appointments and elections of successors to these officials if they should, for any reason,
vacate their office. All are chosen through a non-partisan election process.

In addition to the elected officials, certain others are major participants in the City's management. The Director of the
Department of Recreation and Parks, the Health Commissioner, the Civil Service Executive Secretary, and the Secretary of
the Sinking Fund are appointed by, and report to, independent Commissions. All of these Commission members are
appointed by the Mayor and are subject to confirmation by the Council. The financial activities of these Commissions
(budgets, expenditures, etc.) are subject to approval by the Council and are, therefore, included in this report. The City's
Treasurer and Clerk to the Council are appointed by, and serve at the pleasure of the Council.

The Mayor's cabinet, appointed by him and serving at his pleasure, is not subject to confirmation by the Council. In 2008
the cabinet consisted of the directors of the departments of Public Safety, Public Service, Finance and Management, Public
Utilities, Development, Technology, Equal Business Opportunity, Human Resources, Community Relations, and Education.

The accompanying financial statements comply with the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 14, The Financial Reporting Entity and Statement No. 39, Determining Whether Certain Organizations are
Component Units. On this basis, the reporting entity of the City includes the following services to its citizens as
authorized by its charter: public service (refuse collection, street engineering and construction, traffic engineering and
parking, etc.); public safety (fire, police, etc.); development; health; recreation and parks; and public utilities. In
addition, the City owns and operates five enterprise activities: a water system, a sanitary sewer system, a storm sewer
and drainage system, an electricity distribution system, and city owned parking garages; financial activities for which are
contained in this report. Water and sanitary sewer services are metropolitan in nature and reach far beyond the City's
corporate boundaries. The City does not operate schools or hospitals, nor is it responsible for public assistance
programs.

Other entities included in this report and further explained in Notes A, Q, and R are:
Joint Ventures:
¢ Columbus Regional Airport Authority
¢ The Franklin Park Conservatory Joint Recreation District
¢ The Affordable Housing Trust for Columbus and Franklin County
¢ The Columbus-Franklin County Finance Authority
Component Units:
¢ The RiverSouth Authority

Information regarding reporting standards and bases of accounting used in the preparation of the City’s financial
statements can be found in Note A — Summary of Significant Accounting Policies in Notes to the Financial Statements.

The annual budget of the City of Columbus serves as the foundation for the City’s financial planning and control. On or
before the fifteenth day of November, the Mayor submits to City Council an estimate of the expenditures necessary to
conduct the affairs of the City for the fiscal year commencing the following January 1. Budget estimates are distributed
throughout the City (including newspapers and libraries) and public hearings are held to obtain taxpayers’ comments.
Subsequent to January 1, and after publication of the proposed budget ordinances, the budget is legally enacted through
adoption of the ordinances. The budget specifies expenditure amounts by Object Level One (i.e. personal services,
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materials & supplies, contractual services, debt principal payments, other, capital outlay, interest on debt, and transfers)
for each division within each fund. Transfers of appropriations of $25,000 or less can be made between budget Object
Level One within a division and fund without additional City Council action, but with responsible management approval.
Transfers in excess of this amount require the approval of both City Council and the Mayor.

Local economy

Employment in the Greater Columbus Area continues to be service oriented. Six of the ten (10) largest employers in the
Columbus area are government or government-oriented [the State of Ohio, The Ohio State University, the Federal
Government (including, United States Postal Service, Defense Supply Center — Columbus, Defense Finance and Accounting
Service — Columbus), Columbus Public Schools, City of Columbus, and Franklin County]. The twenty-five largest employers
in the Greater Columbus area are shown in the Statistical Section of this report. These major employers, representing
government, insurance, public utilities, manufacturing, retail, banking, research, medical, and services, provide a broad and
diverse employment base. The traditional stability of the City’s economy continued to be tested in 2008. The Columbus
Metropolitan Statistical Area average annual unemployment rate (5.5%) for 2008 continued to be below the State of Ohio
(6.6%) rate and comparable to the United States (5.8%) rate. A ten-year history of unemployment rates for Franklin
County (by month) from the Ohio Department of Job and Family Services and the Annual Average Rates for Franklin
County, the State of Ohio, and the United States is provided in the Statistical Section of this CAFR — see Table 26 on page
246.

The City's employee relations are established largely in association with the following labor organizations:

e  American Federation of State, County, and Municipal Employees (AFSCME), Locals 1632 and 2191.
(www.afscme.org)

AFSCME has approximately 2,330 members among the City’s 5,164 civilian employees. AFSCME has, however,
bargaining rights for approximately 2,678 of these employees. The current labor agreement between the City
and AFSCME was effective April 1, 2008 and continues through March 31, 2011.

) Fraternal Order of Police (FOP) (www.fop9.org)
FOP has bargaining rights for all of the City’s police officers except for the chief and his five deputy chiefs. Of
the City’s 1,903 police officers, 1,870 are members of the FOP. The current FOP contract was effective through
December 8, 2008. Negotiations for a new contract are on-going.

e International Association of Firefighters (IAFF) (www.iaff.org)
IAFF has bargaining rights for all the City’s firefighters except for the chief and two of his five assistant chiefs.
Membership in the IAFF includes 1,504 of a total 1,522 firefighters. The current contract was effective June 1,

2007 and continues through May 31, 2010.

e  Columbus Municipal Association of Government Employees; Communication Workers of America, Local 4502
(CMAGE/CWA). (www.cmage.org)

CMAGE/CWA has approximately 987 members and has bargaining rights for approximately 1,244 of the 5,164
civilian employees. The current contract was effective August 24, 2005 and continued through August 23, 2008.
Negotiations for a new contract are on-going.

Under Ohio’s Collective Bargaining Act, if members of the police or fire division cannot reach agreement with the City
they ™. . . shall submit the matter to a final offer settlement procedure.” This requirement of Ohio law is referred to as a
“no-strike” or “binding arbitration” provision. Other employees are permitted to strike under Ohio law after giving proper
notification.

Long-term financial planning

The City manages its long term financing of its capital needs through the annual updating of its Capital
Improvement Plan (CIP). The CIP schedules capital improvements through the current and succeeding five years.
The CIP does not include appropriations or authorizations to expend monies. The current year portion of the CIP,
known as the Capital Improvements Budget (CIB) is formalized by ordinance of the City Council after holding public
hearings and presented to the citizens as a formal plan. Appropriations for capital projects are authorized at the
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time bonds are sold or other funding sources are determined. Both the CIP and the CIB are subject to change by
the Council.

The CIP contains not only a detailed listing of planned projects but also, in most instances, their funding source or
sources. Most capital projects are funded through the use of a long term debt, bonds or monies borrowed via the
Ohio Water Development Authority (see Note G). The City uses a ten year forecast of revenues available for debt
service and a ten year forecast of current and anticipated debt service amounts in order to determine its debt
capacity for nonenterprise type debt. Enterprise type debt capacity is guided by ten year projections of the
respective enterprise revenues and costs. The major source of funding for nonenterprise debt service is a
dedicated portion of City income tax collections. The City, by local statute, dedicates one fourth of its income tax
collections to the payment of such debt service. This financial activity is accounted for in the General Bond
Retirement and Special Income Tax Debt Services Funds, both major funds. This one fourth “set aside” for debt
service local statute has been in place since 1983, with similar policies in place since 1956. Since the City
maintains this income tax “set aside,” the City has not levied a property tax rate increase in over 50 years.

Also as a policy, the City seeks voter approval for much of its general obligation planned debt; both nonenterprise
and enterprise type debt. Since 1956, most recently in 2008, the City has sought voter approval 88 times to issue
debt for various purposes, both nonenterprise and enterprise type debt. The voters have given their approval 82
times. Of the City’s general obligation debt, its voters have given their direct approval for 73.6% of that
outstanding at December 31, 2008 (see Note G). General Obligation bonds of the City are rated AAA, Aaa, and
AAA by Standard and Poor’s Corporation, Moody’s Investors Services, and Fitch Ratings, respectively.

The City’s Department of Finance forecasts its General Fund revenues and expenditures, also for a period of ten
years, with a more focused emphasis on the initial three years.

Relevant financial policies

Columbus’ past financial stability is largely due to implementing and managing through a series of policy decisions
beginning over 50 years ago. The policy which promoted stable growth of the City and economy through
controlled delivery of services with annexation remains in place to this day.

One policy that has greatly assisted the City in addressing its infrastructure needs was the establishment of a
dedicated revenue stream to Capital Infrastructure investments through the Special Income Tax (SIT). One fourth
(.50%) of the City’s current 2.0% income tax rate is dedicated to a debt service fund for non-enterprise,
governmental type capital improvements. This commitment was established in 1956 and has allowed Columbus to
make critical investments in growth corridors as well as older core neighborhoods. The use of the SIT for long-
term capital investment has also allowed the City to protect its “Triple A” credit rating.

The City, like the federal and state governments, operates under a system of separation of powers. The legislative
branch is manifest in its City Council. The judicial branch exists through municipal court judges with county wide
jurisdiction. The executive branch is further divided into the Mayor, the chief executive; the City Attorney, the
City’s legal advisor and the chief prosecutor; and the City Auditor, the City’s chief accountant. Each of these three
members of the executive branch is separately elected.

The City Auditor determines and publishes the estimated amount of revenues that the City will receive during a
given year. The Council may not appropriate and therefore the Mayor and the total City may not expend a greater
amount. The City Auditor, however, can not dictate the services for which the funds may be appropriated. In its
simplest form this check and balance is sometimes described as “the Auditor says how much; the Mayor and
Council say what for.” This process calls for three separately elected bodies: the Mayor, the Council, and the
Auditor, to participate in the financial management and expenditure controls of the City.

Recognizing the continuing deterioration of the national and state economies and the unprecedented decline in
available City resources, the Mayor, with unanimous support of the City Council, on April 27, 2009 announced the
City’s intention to seek approval from its voters of an increase in the City’s local income tax. The requested rate
increase, from the current 2.0% to 2.5% will be decided by the voters on August 4, 2009. If approved, the
increase would provide the City’s General Fund an annualized approximate $90 to $95 million.
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Major initiatives
DEPARTMENT OF PUBLIC UTILITIES

The City of Columbus Department of Public Utilities is responsible for providing safe drinking water, clean wastewater,
and reliable electricity and street lighting to the Columbus Metropolitan community. While the efforts of the
department are many, there are several substantial efforts and initiatives that will have a positive impact on the
community. First and foremost, the Department has begun an intensive Asset Management Program which will
reshape business processes and decisions well into the future. The City also has a Wet Weather Management Plan
that will reduce overflows from the sewer system into area waterways and bring the City into compliance with State
and Federal Regulations. Finally, much like the Wet Weather Management Plan, the City is also developing a
Comprehensive Water Master Plan that will define how the City will continue to provide safe and reliable drinking
water to the community. These three efforts are described further below.

Asset Management Program

Infrastructure systems, including public utilities, support the fabric of modern living, which is largely taken for granted
until they fail or no longer provide the expected service. As is the case with the nations’ transportation infrastructure,
the Columbus Department of Public Utilities (DPU) infrastructure is aging and deteriorating. But unlike transportation
infrastructure that erodes in plain sight, a vast majority of public utilities infrastructure is buried and hidden from
public view. Utility failures are sometimes detectable only when they have become severe enough to either propagate
to ground level in highly consequential ways or customer service levels are significantly and negatively impacted.

Columbus DPU operates and maintains water, wastewater, storm water, and power assets serving over one million
customers and with an estimated replacement value of over $30 billion. Columbus must maintain, refurbish, and
replace these assets more aggressively as the assets age and approach the end of their useful lives to avoid reduced
customer levels of service, significant increases in costs and associated rate increases, and damage to our economy
and environment.

To address aging infrastructure, DPU is adopting the Asset Management (AM) approach to utility management, a
specific approach developed in Australia and New Zealand over the last 15 years that is now gaining acceptance
around the world. Results from early adopters of the more business-like AM approach to operating public utilities
include annual operations and maintenance expenditures that are 20 percent lower than projections made before
Asset Management implementation. Utilities in the United States that have adopted the AM approach have
experienced significant capital savings while maintaining or improving service levels. These savings are achieved by
focusing maintenance resources on the most critical asset classes and by approving and prioritizing only those capital
investments which reduce overall life-cycle ownership costs or are necessary to deliver the service level improvements
expected by customers.

Columbus will begin the transition to the Asset Management approach in 2009 by benchmarking its performance in
relation to the asset management practices of over 40 leading global asset management utilities. A subsequent three
to five year plan based on the benchmarking results will lead to service level improvements and significant savings in
relation to anticipated expenditures.

In addition to improving the management of existing utilities infrastructure, Columbus must continue to support the
economic health and vibrancy of its region by expanding its infrastructure to accommodate future growth.

Wet Weather Management Plan

The Columbus Department of Public Utilities owns and operates over 6000 miles of sanitary, storm and combined
sewers, and two wastewater treatment plants with a combined capacity to treat 360 million gallons per day. The
sewer infrastructure is aging. Large portions of the city sewer system are 50 to 100 years old and were constructed
based on different practices than what is accepted today.

Columbus has been very progressive over the past 25 years in planning and improving the wastewater infrastructure
to the benefit of the community and the environment. Ohio EPA data supports Columbus’ success in improving the
water quality in the community. In 2002 and again in 2005, the City negotiated two consent orders with the Ohio EPA
to address overflows from the sanitary and combined sewer systems, problems that are a relic of acceptable past
practices that are not considered safe today. As a result of the two consent orders, Columbus prepared a Wet
Weather Management Plan that addresses these overflows over the next 40 years with an estimated cost of $2.5
billion (2005 dollars). Key points of the plan include:
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e Sanitary overflows reduced to a frequency of once every ten years on average,

e Combined sewer overflows reduced to a frequency of once every two years on average with the exception of
one site,

e  Construction of more than 30 miles of large diameter tunnels (up to 20-feet in diameter),

e Expansion of the two wastewater treatment plants, increasing the combined treatment capacity from 360 to
700 million gallons per day at full build out.

The Wet Weather Management Plan is unique in numerous ways. First, it set a very high bar for control of overflows.
This standard is certain to better position the community if regulations tighten even further in the future. The most
unigue element to the plan is Columbus’ approach to affordability. In early 2009, Columbus received a conditional
approval of a 40-year implementation schedule from Ohio EPA, unprecedented for large communities in the US. The
approval recognizes the need to re-evaluate the plan’s affordability to the community and adjust the schedule
accordingly. The desire is to implement the plan sooner than 40-years but Columbus has developed “Measures of
Success” to evaluate lengthening the plan in the event it has too high of a financial burden to the community.

The Wet Weather Management Plan forms the backbone of the Division of Sewerage and Drainage’s capital program.
The plan will further improve water quality while allowing Columbus to continue reliable service and expand as the
metropolitan area grows; thereby, supporting economic development while protecting the environment.

Comprehensive Water Master Plan & Water Distribution System Master Plan

The Columbus and central Ohio water system consists of 3600 miles of water main, 75 million gallons of water
storage and 3 water treatment plants with a combined maximum day capacity of 220 million gallons per day treating
river water and ground water. To ensure excellent service well into the future, Columbus’ water division has
embarked on creating a Comprehensive Water Master Plan which will provide a roadmap for improvements over the
next several decades.

The Comprehensive Water Master Plan is a broad assessment of the entire central Ohio water system and will
develop coordinated planning recommendations related to supply, treatment, water quality, and operations over a 30-
year time period. It will expand previous planning efforts into an overall plan that incorporates source, treatment, and
distribution/storage all the way to the consumer’s tap. Major tasks include:

e Develop consistent planning assumptions related to population, service area growth, raw water supply and
safe yield, water demands, etc., including consideration of full service and master-metered suburban contract
areas.

e Evaluate the need for and determine the optimum general location of a potential fourth water treatment
plant. Also evaluate timeline for implementation of same.

e Treatment and distribution impacts on water quality, particularly in areas where intermixing of water from
different plants occurs.

e Watershed management and source water protection.
e Regulatory trend analysis and planning for upcoming regulations
e Residuals Management

e Phased implementation plan and project costs of proposed source supply and treatment needs for capital
budgeting purposes

The Master Plan is part of the overall Department of Public Utilities strategic vision and will incorporate asset
management principles, getting the most for every ratepayer dollar, as we improve the water system. The Asset
Management principle of Triple Bottom Line cost analysis will be utilized to evaluate alternatives and make
recommendations that incorporate not just fiscal analyses, but also environmental and social considerations. The plan
will allow us to make smarter, better informed decisions on whether replacing water lines or rehabilitating existing
lines would be more effective. The Master Plan improvements will be phased in and will project costs for capital
improvement projects and operational needs, giving the department a better handle on our future capital program
costs. The payoff will be improvements in the dependability and quality of our assets which deliver the drinking water
that is the very base of life itself.
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Awards and acknowledgements

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 Columbus, Ohio for its Comprehensive Annual Financial Report for the
fiscal year ended December 31, 2007. This was the twenty-ninth consecutive year that the City has achieved this
prestigious award. In order to be awarded a Certificate of Achievement, a government unit 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. We believe our current comprehensive annual financial
report continues to meet the Certificate of Achievement program requirements and we are submitting it to GFOA to
determine its eligibility for another certificate.

This report represents the thirtieth (1979-2008) Comprehensive Annual Financial Report of the City of Columbus containing
financial statements audited by a firm of certified public accountants. Approximately 100 copies of this report will be
distributed. In addition to citizens in the community, the recipients will include city, state, and federal officials, university
students, schools, libraries, newspapers, investment banking firms, banks, rating agencies, etc. This report is also available
on the City's website. The Internet address is http://www.cityofcolumbus.org. The report will be made available to any

person or organization requesting it. This extensive effort of preparation and distribution of this report fulfills the City
Auditor's goal of full disclosure of the City's finances.

This report is issued by Hugh J. Dorrian, CPA, City Auditor. Special thanks and recognition go to Ms. Darlene Short and Ms.
Vikki Amicon for their exemplary efforts in the preparation of this report. All members of the City Auditor's staff and many
of the City's other employees also contributed to this effort. They all have my thanks and respect for their work.

Respectfully submitted,

Hugh J. Dorrian, CPA
Auditor
City of Columbus, Ohio
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City of Columbus, Ohio

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Columbus
Ohio

For 1ts Comprehensive Annual
Financial Report
for the Fiscal Year Ended
December 31, 2007

A Certificate of Achievement for Excellence in Financial
Reportmg 1s presented by the Government Finance Oificers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.
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STRENGTH IN NUMBERS

INDEPENDENT AUDITORS’ REPORT

To the Honorable Hugh J. Dorrian, City Auditor
City of Columbus, Ohio:

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the discretely presented component unit, each major fund, and the aggregate remaining
fund information of the City of Columbus, Ohio as of and for the year ended December 31, 2008, which
collectively comprise the City of Columbus, Ohio’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the City of Columbus, Ohio’s
management. Our responsibility is to express opinions on the 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the government activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the City of
Columbus, Ohio as of December 31, 2008, and the respective changes in financial position and cash
flows, where applicable, thereof for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated May 1, 2009
on our consideration of the City of Columbus, Ohio’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. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

105 east fourth street, ste. 1500
cincinnati, oh 45202

www.cshco.com
p. 513.241.3111
f. 513.241.1212

cincinnati | columbus | dayton | middletown | springfield
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The management’s discussion and analysis and the budgetary information on pages 23-39 and 113-
115, respectively, are not a required part of the basic 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 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 purposes of forming opinions on the financial statements that
collectively comprise the City of Columbus, Ohio’s basic financial statements. The introductory section,
combining and individual nonmajor fund financial statements and schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining and individual nonmajor fund financial statements and schedules have
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, are fairly stated in all material respects in relation to the basic financial statements taken as
a whole. The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

(lak | Skt takZZH 2

Cincinnati, Ohio
May 1, 2009
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CITY OF COLUMBUS, OHIO
Management’s Discussion and Analysis

As management of the City of Columbus (the 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,
2008. We encourage readers to consider the information presented here in conjunction with our letter of
transmittal at the front of this report and the City’s financial statements, which follow this section.

Financial Highlights

> The assets of the City exceeded its liabilities at the close of 2008 by approximately $2.2 billion. Of this
amount, $264.8 million is considered unrestricted. The unrestricted net assets of the City’s business-
type activities are $190.5 million and may be used to meet the on-going obligations of business-type
activities, including the water, sanitary sewer, storm sewer, electricity, and garage enterprises; the
unrestricted net assets of the governmental activities are $74.3 million.

» The City’s total net assets increased $38.9 million in 2008. Net assets of the governmental activities
decreased $44.3 million, which represents a 3.6 percent decrease from 2007. Net assets of the
business-type activities increased $83.2 million or 8.8 percent from 2007.

> The total cost of the City's programs increased $136.1 million or 10.2 percent. The cost of
governmental activities increased $88.6 million or 9.2 percent, while the cost of business-type activities
increased $47.5 million or 12.8 percent.

> As of the close of the current fiscal year, the City’s governmental funds reported a combined ending
fund balance of $390.5 million. The combined governmental funds fund balance decreased
approximately $206.6 million from the prior year’s ending fund balance. Approximately $119.6 million of
the $390.5 million fund balance is considered unreserved at December 31, 2008.

» The general fund reported a fund balance of $64.6 million at the end of the current fiscal year. The
unreserved fund balance for the general fund was $55.4 million or 8 percent of total general fund
expenditures (including transfers out). There was a $43.4 million decrease in the total general fund
balance for the year ended December 31, 2008.

» The City’s total debt increased by $323.6 million (12.3 percent) during the current fiscal year. The City
sold $390 million of Sanitary Sewer revenue bonds on January 30, 2008. Governmental and business-
type activities paid $204.571 million on debt maturities in 2008 and the City’s business-type activities
issued $100 million in Ohio Water Development Authority revenue obligations for various projects.

Overview of the Financial Statements

This discussion and analysis are 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 designed to
provide readers with a broad overview of the City’s finances in a manner similar to 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 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
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rise to the change occurs, regardless of the timing of the cash flows. Thus, revenue and expenses reported
in this statement for some items will only result in cash flows in future fiscal periods (e.g., uncollected taxes
and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees or charges (business-type
activities). The governmental activities of the City include general government, public service, public safety,
development, health, and recreation and parks. The business-type activities of the City include five
enterprise activities: a water system, a sanitary sewer system, a storm sewer system, an electricity
distribution system, and parking garages.

The government-wide financial statements can be found on pages 43 — 45 of this report.

Fund financial statements. A fundis a grouping 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 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 fund financial statements focus on the near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources available at the
end of the fiscal year. Such information may be useful in evaluating a government’s near-term financing
requirements.

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

The City maintains 114 individual governmental funds. Information is presente