














Termination Risk: The swap agreement may be terminated prior to its stated termination date under certain circumstances.
Upon termination, a payment may be owed by the City to UBS, or by UBS to the City, depending upon the prevailing
economic circumstances at the time of the termination. The City obtained a commitment for insurance to mitigate much of
the risk associated with termination due to the event of a rating downgrade of the City.

Fair Value: The fair value of the swap at December 31, 2007, as reported by UBS was $13,413,000 which would be payable
by the City.

Capital Lease Arrangements: The City has entered into agreements to lease equipment. Such agreements are treated as lease
purchases (capital leases) and are classified as long-term lease obligations in the financial statements. The lease contracts
contain annual one-year renewal options that can be exercised by the City if sufficient funds are appropriated by City
Council. Upon the exercise of each annual one-year renewal option and satisfaction of the lease obligations related thereto,
title to the equipment will pass to the City. In April 2003, the City entered into an equipment lease agreement with Banc of
America Leasing & Capital. As a result of this transaction, the City purchased approximately $6,105,000 of heavy-duty
vehicles and apparatus for the Departments of Public Safety, Public Service and Parks, Recreation and Properties and will
make lease payments from its Restricted Income Tax for a period of seven years.

In April 2004, the City entered into a second equipment lease agreement with Minority Alliance Capital, LLC which resulted
in the City purchasing approximately $6,603,000 of heavy duty vehicles and apparatus. Lease payments will be made from
the Restricted Income Tax for a period of seven years.

In July 2005, the City entered into a third equipment lease agreement. This lease agreement is with Chase Equipment
Leasing, Inc. and will result in the City purchasing approximately $8,425,000 of heavy duty vehicles and apparatus. Lease
payments will be made from the Restricted Income Tax for a period of seven years. The assets recorded by the City under
capital leases were as follows as of December 31, 2007:

Governmental
Activities
(Amounts in 000’s)
Furniture, fixtures and equipment $ 22,634
Less — accumulated depreciation (6,061)
Net book value $ 16,573

Gateway Note Payable: In October 1996, the City and Cuyahoga County each agreed to pay $5,000,000 for additional costs
associated with the Gateway Sports Complex. The amounts are to be repaid in annual installments of $250,000 for 20 years.
The monies are deducted from the monthly distribution of the State Local Government Fund which is recorded in the City’s
General Fund. The first deduction was made in March 1997.

Accrued Wages and Benefits: Accrued wages and benefits, included in long-term obligations, consist of the non-current
portion of vacation and sick pay benefits earned by employees of the City. The City accrues vacation and sick pay benefits
when earned and future compensation is likely.

Police and Fire Overtime and Deferred Vacation Pay: Uniformed employees of the Police and Fire Divisions accumulate
overtime compensation in accordance with the union contracts and the requirements of the Fair Labor Standards Act. In
addition, uniformed employees may defer earned vacation time, with the appropriate approvals, until retirement. The
liabilities for overtime and deferred vacation time, at current pay rates including their related fringe benefits and converted to
straight time hours, at December 31, 2007, follow:

Overtime Deferred Vacation

Division Hours Dollars Hours Dollars
(Amounts in 000's)

Police 1,868 $ 53,540 $
Fire 228 6,438 79 2,250
Total 2,096 $§ 59978 79 § 2250
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Such employees are entitled to receive cash payments for their accumulated hours upon retirement or other termination from
the City’s payroll. For employees not terminated, accumulated overtime is paid once a year up to the budgeted amount for
such purpose. Accumulated overtime is paid in June upon receiving requests in the first quarter. If requests exceed the
budgeted amount, the requests are to be paid on a pro-rata basis. Deferred vacation is available to the employee only as a
cash payment upon retirement or other termination from the City’s payroll. The accumulated hours are paid at the employee’s
hourly rate at the date of retirement, other termination or at the date of the payment pursuant to a request, which may differ
from the rate used to determine the liability above.

Business-Type (Enterprise Fund) Obligations

Airport System Revenue Bonds: These bonds are secured by the pledge of all airport revenues, as defined in the revenue
bond indenture. Further, the City has assigned to the trustee all its interests in and rights to the airline use agreements under
the revenue bond indenture.

On October 3, 2007, the City issued $148,250,000 of Airport System Revenue Bonds, Series 2007A and $11,255,000 Airport
System Revenue Bonds, Series 2007B. The Series 2007A Bonds were issued to refund $144,360,000 of outstanding Series
1997A Airport System Revenue Bonds. The Series 2007B Bonds were issued to refund $11,485,000 of outstanding Series
1997C Airport System Revenue Bonds. Proceeds from the two series were used to fund an escrow deposit to refund the
bonds and pay costs of issuance. Proceeds of $146,041,856 plus funds on hand in the amount of $1,848,589 were placed in
an irrevocable escrow account to be used to pay the principal, interest and premium on the refunded Series 1997A Bonds on
January 1, 2008. Proceeds of $11,637,765 plus funds on hand in the amount of $146,279 were also placed in an irrevocable
escrow account to be used to pay the principal, interest and premium on the refunded Series 1997C Bonds on January 1,
2008. As a result, the refunded bonds are considered to be defeased and the liability for these bonds has been removed from
long term debt. The City completed this refunding to reduce its total debt service payments over the next twenty years by
$8.9 million and to obtain an economic gain (the difference between the present values of the old and new debt service
payments) of approximately $7.18 million. The Series 2007A Bonds were issued as auction rate securities and a portion
($121,700,000) was swapped to a fixed rate as a result of swap agreements entered into on February 1, 2007 (see below).
The Series 2007B Bonds were issued as fixed rate bonds.

On November 16, 2006, the City issued $118,760,000 of Airport System Revenue Bonds, Series 2006A&B. The
$107,750,000 Series 2006A Bonds were issued to advance refund $111,435,000 of outstanding Series 2000A Airport System
Revenue Bonds. The $11,010,000 Series 2006B Bonds advance refunded $10,470,000 of outstanding Series 1997B Airport
System Revenue Bonds. Proceeds were used to fund an escrow deposit that will refund the bonds and pay costs of issuance.
Net proceeds of $129,128,226 were placed in an irrevocable escrow account which will be used to pay the principal, interest
and premium on the refunded bonds. As a result, the refunded bonds are considered to be defeased and the liability for these
bonds has been removed from long term debt. The City completed the refunding to reduce its total debt service payments
over the next eighteen years by $7.6 million and to obtain an economic gain (the difference between the present values of the
old and new debt service payments) of approximately $5.56 million or 4.56%.

Simultaneously with the issuance of the Series 2006 Bonds, the City also remarketed the $149,000,000 Series 2000C Airport
System Revenue Bonds. As a result of this remarketing, the Bonds were converted from variable rates of interest to fixed
rates. This was done to take advantage of low long term fixed rates and to increase the capacity of the Airport System to issue
variable rate debt in the future.

Interest Rate Swap Transactions:

Series 2007A Bonds:

Terms: On February 1, 2007 the City entered into three interest rate exchange agreements which became effective upon the
delivery of the $148,250,000 Series 2007A Airport System Revenue Bonds on October 3, 2007. The City entered into a
floating-to-fixed rate swap with a notional amount of $121,700,000 divided equally among three counterparties. Morgan
Stanley Capital Services, Inc., Goldman Sachs Capital Markets LP and RFPC Capital Services, LLC (RFPC) are serving as
the counterparties on the transaction. Under the swap agreement for the Series 2007A Bonds, the City is the fixed rate payor,
paying a fixed rate of 4.037%. Each counterparty is a floating rate payor, paying the City a floating rate equal to the SIFMA
index plus 5 basis points. Net payments are exchanged on the first of each month. The obligation of the City to make
periodic payments (but not any termination payment) is secured by a pledge of monies in the Special Funds and the Airport
Revenues as defined in the trust indenture securing the Airport System Revenue Bonds on a parity with the pledge of monies
in the Special Funds and the Airport Revenues securing payment of debt service charges on all Revenue Bonds outstanding
under the Indenture.
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Objective: The City entered into the swaps in order to maximize the savings associated with the refunding of the Series
1997A Bonds. The actual overall savings to be realized by the City will depend upon the net payments received under the
swap agreement.

Basis Risk: By entering into swaps based upon the SIFMA index, the City sought to minimize this risk. Since both the
underlying bonds and the swap payments are based upon the tax exempt market, any potential difference between the rate
paid by the City on the bonds and the amount received by the City from the counterparties has been greatly reduced. The
amount received on the Series 2007A Bonds incorporates an additional 5 basis points to take into account the fact that the
underlying bonds are subject to the Alternative Minimum Tax. However, if the payments received from the counterparty are
less than the amount of interest paid on the bonds, the City must make up the difference in addition to paying the fixed rate
resulting from the swap.

Counterparty Risk: The City selected highly rated counterparties in order to minimize this risk. However, over the long term
it is possible that the credit strength of Morgan Stanley, Goldman Sachs or RFPC could change and this event could trigger a
termination payment on part of the City.

Termination Risk: The swap agreement may be terminated prior to its stated termination date under certain circumstances.
Upon termination, a payment may be owed by the City to the counterparties or by the counterparties to the City, depending
upon the prevailing economic circumstances at the time of the termination.

Fair Value: The fair value of the swap at December 31, 2007 as reported by Morgan Stanley, Goldman Sachs and RFPC
totaled $5,079,000, which would be owed by the City.

Series 2003A&B Bonds:

Terms: Simultaneously with the issuance of the City’s $140,600,000 Series 2003A-C Airport System Revenue Bonds on
October 23, 2003, the City entered into floating-to-fixed rate swap agreements on the declining notional amount of the
$20,650,000 Series 2003A Bonds and the $56,200,000 Series 2003B Bonds. Bear Stearns Financial Products Inc. is the
counterparty on a five-eighths pro rata share of the notional amount of each Series while JPMorgan Chase Bank is the
counterparty on the remaining three-eighths of the notional amount. Under the swap agreement for the Series 2003A Bonds,
the Airport System is the fixed rate payor, paying a fixed rate of 4.169% semiannually, while the counterparties pay the
Airport System at the SIFMA index every 35 days. The swap agreement for the Series 2003B Bonds requires the Airport
System to pay a fixed rate of 4.273% semiannually and the counterparties pay the Airport System the SIFMA index plus 10
basis points every 35 days. The obligation of the Airport System to make periodic fixed rate payments (but not any
termination payment) is secured by a pledge of Airport Revenues. Both the bond debt service payments and the periodic
swap payments are insured by Ambac.

Objective: The City entered into the swaps in order to minimize the costs associated with the refunding of the Series 1994A
Bonds. Because all debt service charges of the Airport System are ultimately paid by the various airlines utilizing the City’s
airports, it was important to reduce the debt related costs as much as possible and the synthetic fixed rate debt provided the
greatest debt service relief to the airlines.

Basis Risk: By entering into swaps based upon the SIFMA index, the City sought to minimize this risk. Since both the
underlying bonds and the swap payments are based on the tax exempt market, any potential difference between the rate paid
by the City on the bonds and the amount received by the City from the counterparties has been greatly reduced. The amount
received on the 2003B Bonds incorporates an additional 10 basis points to take into account the fact that the underlying
bonds are subject to the Alternative Minimum Tax.

Counterparty Risk: The City selected highly rated counterparties in order to minimize this risk. However, over the long term
it is possible that the credit strength of Bear Stearns and JPMorgan could change and this event could trigger a termination
payment on the part of the City.

Termination Risk: The swap agreement may be terminated prior to its stated termination date under certain circumstances.
Upon termination, a payment may be owed by the City to Bear Stearns and JPMorgan, or by Bear Stearns and JPMorgan to
the City, depending upon the prevailing economic circumstances at the time of the termination. The City obtained insurance
to mitigate much of the risk associated with termination due to the event of a rating downgrade of the City.

Fair Value: The fair value of the swaps at December 31, 2007 as reported by JPMorgan and Bear Stearns collectively was
$1,405,000 for Series 2003A Bonds and $3,877,000 for Series 2003B Bonds which would both be payable by the City.

&4



Public Power System Revenue Bonds: These bonds are payable from the net revenues derived from the public power
system, and are secured by a pledge of and lien on such net revenues plus a first mortgage lien upon all property of the public
power system, including any improvements, additions, replacements and extensions thereto.

On August 17, 2006, the City issued $95,265,000 of Public Power System Refunding Revenue Bonds, Series 2006A-1,
$12,295,000 of Public Power System Refunding Revenue Bonds, Series 2006A-2 and $20,325,000 Public Power System
Refunding Revenue Variable Rate Bonds, Series 2006B. The Bonds were issued to refund $114,655,000 of Public Power
System First Mortgage Revenue Refunding Bonds, Series 1996, Sub-Series 1 and $14,460,000 of Public Power System First
Mortgage Revenue Bonds, Series 1994A. Net proceeds of the bonds in the total amount of $131,109,631 will be used to pay
the principal, interest and premium on the refunded bonds. As a result, the refunded bonds are considered to be defeased and
the liability for these bonds has been removed from long term debt. The City completed the refunding to reduce its debt
service payments over the next ten years and to obtain an economic gain (the difference between the present values of the old
and new debt service payments) of approximately $5.4 million. The Series 2006B Bonds were issued as variable rate debt
(auction rate securities). The City entered into a basis swap on a portion of the Series 2006A-1 Bonds at the time of issuance
of the bonds.

Interest Rate Swap Transaction:

Terms: Simultaneously with the issuance of the City’s $95,265,000 Series 2006A-1 Public Power System Refunding
Revenue Bonds on August 17, 2006, the City entered into a floating-to-floating rate basis swap agreement on an initial
notional amount of $70,455,000 which is equal to a portion of the total declining balance of the Series 2006A-1 Bonds.
Lehman Brothers Special Financing, Inc. is the counterparty on the transaction. Under the swap agreement for the Series
2006A-1 Bonds, the City pays the counterparty a floating rate based on the SIFMA index. The counterparty is also a floating
rate payor, paying the City 67% of one month LIBOR plus a spread of 46.25 basis points. Net payments are exchanged
quarterly on each February 15, May 15, August 15 and November 15. The obligation of the City to make periodic payments
(but not any termination payment) is secured by a pledge of and lien on the net revenues of the Public Power System on a
parity with the pledge and lien securing the payment of debt service on the bonds.

Objective: The City entered into the swap in order to maximize the savings associated with the refunding of the bonds. The
actual overall savings to be realized by the Public Power System will depend upon the net payments received under the swap
agreement.

Basis Risk: By entering into a swap based upon the 30 day LIBOR rate of interest, the City has undertaken basis risk
associated with a change in tax rates and structure. While the average relationship between LIBOR (taxable) and SIFMA
(tax-exempt) interest rates has been 67%, this relationship may not continue to apply. The payments received from the
counterparty may be less than the amount owed to the counterparty resulting in an increase in debt service over the fixed rate
on the bonds. A reduction in federal income tax rates might increase the percentage relationship between SIFMA and LIBOR
and may potentially increase the cost of financing.

Counterparty Risk: The City selected a highly rated counterparty in order to minimize this risk. However, over the long term
it is possible that the credit strength of Lehman Brothers could change and this event could trigger a termination payment on
the part of the City.

Termination Risk: The swap agreement may be terminated prior to its stated termination date under certain circumstances.
Upon termination, a payment may be owed by the City to Lehman Brothers or by Lehman Brothers to the City, depending
upon the prevailing economic circumstances at the time of the termination.

Fair Value: The fair value of the swap at December 31, 2007 as reported by Lehman Brothers totaled $364,000, which would
be payable by Lehman Brothers to the City.

Waterworks Improvement Revenue Bonds: These bonds are payable from the revenues derived from operations of the
waterworks system after the payment of all operating and maintenance expenses (net revenue) and from monies and
investments, on deposit in the Revenue Fund, the Debt Service Fund, the Debt Service Reserve Fund, the Contingency Fund
and the Additions and Improvements Fund.

Effective June 28, 2007, the City issued $143,570,000 Water Revenue Bonds, Series O, 2007. The proceeds of these bonds
will be used to pay costs of improvements to the Waterworks System over the next three years, to fund a deposit to the
Reserve Fund, to pay capitalized interest on the bonds and to pay costs of issuing the bonds. In conjunction with the issuance
of these bonds, both Standard & Poor’s and Moody’s Investors Service upgraded their ratings of the City’s Water Revenue
Bonds to AA and Aa2 respectively.
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On November 28, 2007, the City issued $135,410,000 Water Revenue Bonds, Series P, 2007. These bonds were issued to
currently refund $140,030,000 of outstanding Water Revenue Bonds, Series I. Proceeds were used to fund an escrow deposit
that will refund the bonds and to pay costs of issuance. Net proceeds of $144,460,566 were placed in an irrevocable escrow
account and were used to pay the principal, interest and premium on the refunded bonds on January 1, 2008. As a result, the
refunded bonds are considered to be defeased and the liability for these bonds has been removed from long term debt. The
total aggregate amount of the bonds refunded by the Series P Bonds was $140,030,000. The City completed the refunding to
reduce its total debt service payments by $6,376,000 and to obtain an economic gain (the difference between the present
values of the old and new debt service payments) of approximately $5,838,000 or 4.17%.

In December 2007, the Division of Water utilized cash on hand to defease outstanding Series G Bonds. The Division placed
$12,966,000 in an irrevocable account which will be used to pay principal and interest on the defeased bonds. As a result, the
bonds are considered defeased and the liability for those bonds has been removed from long term debt. The total principal
amount of bonds defeased in this manner was $12,290,000.

Interest Rate Swap Transactions:

Terms: Simultaneously with the issuance of the City’s $175,000,000 Water Revenue Bonds, Series M on August 10, 2004,
the City entered into floating to fixed rate swap agreements with notional amounts equal to the total declining balance of the
Series M Bonds. Bear Stearns Financial Products Inc. is the counterparty on a two-thirds pro rata share of the transaction and
Morgan Stanley Capital Services Inc. is the counterparty on a one-third pro rata share of the transaction. Under the swap
agreement for the Series M Bonds, the Water System is the fixed rate payor, paying a fixed rate of 3.533%. Each
counterparty is a floating rate payor, with each paying the Water System 61.25% of one month LIBOR plus a spread of 28
basis points. Net payments are exchanged semiannually on January 1 and July 1. The obligation of the Water System to
make periodic payments (but not any termination payment) is secured by a pledge of and lien on the Net Revenues of the
Water System on a parity with the pledge and lien securing the payment of debt service on the bonds. Both the bond debt
service payments on the Series M Bonds and the periodic swap payments are insured by FSA.

Objective: The City entered into the swaps in order to maximize the savings associated with the refunding of the bonds. The
actual savings to be realized by the Water System will depend upon the payments made on the variable rate bonds and the
payments received under the swap agreement.

Basis Risk: By entering into swaps based upon the 30 day LIBOR rate of interest, the City has undertaken basis risk
associated with a change in tax rates and structure. While the average relationship between LIBOR (taxable) and SIFMA
(tax-exempt) interest rates has been 67%, this relationship may not continue to apply. If the payments received from the
counterparties are less than the amount paid on the variable rate bonds, the Water System must make up the difference in
addition to paying the fixed rate resulting from the swap. In addition, a reduction in federal income tax rates would increase
the percentage relationship between SIFMA and LIBOR and would potentially increase the cost of financing.

Counterparty Risk: The City selected highly rated counterparties in order to minimize this risk. However, over the long term
it is possible that the credit strength of Bear Stearns and/or Morgan Stanley could change and this event could trigger a
termination payment on part of the City.

Termination Risk: The swap agreement may be terminated prior to its stated termination date under certain circumstances.
Upon termination, a payment may be owed by the City to Bear Stearns and Morgan Stanley or by Bear Stearns and Morgan
Stanley to the City, depending upon the prevailing economic circumstances at the time of the termination. The City obtained
insurance to mitigate much of the risk associated with termination due to the event of a rating downgrade of the Water
System.

Fair Value: The fair value of the swaps at December 31, 2007 as reported by Bear Stearns and Morgan Stanley totaled
$6,220,000, which would be payable by the City.

Ohio Water Development Authority and Ohio Public Works Commission Loans: These loans are payable from net
revenues derived from the waterworks and water pollution control systems. These obligations do not have a lien on revenues
of the Divisions. In 2006, Water received an OWDA loan of $11,612,382 out of an expected $25,766,313 to fund the Morgan
Water Treatment Plant Filter Rehabilitation. Another $9,456,188 was received in 2007. This is a 20 year, 3.25% loan with
payments beginning in 2008. In addition, the outstanding balance on the Division of Water’s OWDA loans for the Baldwin
Chemical Plant, the Nottingham Plant Improvements and the Baldwin Treatment Plant Improvements increased by $592,618,
$462,099 and $323,190 respectively.

Parking Facilities Revenue Bonds: These bonds are payable from net revenues generated from certain parking facilities and
other operating revenues of the Division of Municipal Parking Lots, including parking meter revenue. In addition, the City
has pledged other non-tax revenue to meet debt service requirements. The City has pledged and assigned to the Trustee a
first lien on pledged revenues consisting of fines and penalties collected as a result of the violation of municipal parking
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ordinances and fines, waivers and costs relating to citations for misdemeanor offenses and the special funds as defined within
the bond indenture.

Effective August 15, 2006, the City issued $57,520,000 of Parking Facilities Refunding Revenue Bonds, Series 2006. The
bonds were issued to currently refund $56,300,000 of the outstanding Series 1996 Parking Facilities Refunding Revenue
Bonds. In addition, proceeds were also used to fund a portion of a payment owed by the City upon early termination under an
interest rate swaption agreement entered into in 2003. Net proceeds of $58,709,855 were placed in an irrevocable escrow
account which was used to pay the principal, interest and premium on the refunded bonds. As a result, the refunded bonds
are considered to be defeased and the liability for these bonds has been removed from long term debt. The City completed the
refunding to reduce its total debt service payments by $1.34 million and to obtain an economic gain (the difference between
the present values of the old and new debt service payments) of approximately $970,000. At the time of the issuance of the
Series 2006 Bonds, the City entered into a basis swap agreement with UBS which is described below.

Interest Rate Swap Transaction:

Terms: Simultaneously with the issuance of the City’s $57,520,000 Series 2006 Parking Facilities Refunding Revenue Bonds
on August 3, 2006, the City entered into a floating-to-floating rate basis swap agreement with a notional amount equal to the
total declining balance of the Series 2006 Bonds. UBS is the counterparty on the transaction. Under the swap agreement for
the Series 2006 Bonds, the City is the floating rate payor, paying a floating rate based on the SIFMA index. The counterparty
is also a floating rate payor, paying the City 67% of one month LIBOR. The City also received an upfront payment in the
amount of $1,606,000. Net payments are exchanged semi-annually each March 15 and September 15. The obligation of the
City to make periodic payments (but not any termination payment) is secured by a pledge of and lien on the Parking
Revenues and Additional Pledged Revenues as defined in the trust indenture securing the Parking Facilities Bonds on parity
with the pledge and lien securing the payment of debt service on the bonds.

Objective: The City entered into the swap in order to maximize the savings associated with the refunding of the bonds and to
reduce the City’s risk exposure. The actual overall savings to be realized by the City will depend upon the net payments
received under the swap agreement.

Basis Risk: By entering into a swap based upon the 30 day LIBOR rate of interest, the City has undertaken basis risk
associated with a change in tax rates and structure. While the average relationship between LIBOR (taxable) and SIFMA
(tax-exempt) interest rates has been 67%, this relationship may not continue to apply. The payments received from the
counterparty may be less than the amount owed to the counterparty resulting in a net increase in debt service. In addition, a
reduction in federal income tax rates might increase the percentage relationship between SIFMA and LIBOR and may
potentially increase the cost of financing.

Counterparty Risk: The City selected a highly rated counterparty in order to minimize this risk. However, over the long term
it is possible that the credit strength of UBS could change and this event could trigger a termination payment on part of the
City.

Termination Risk: The swap agreement may be terminated prior to its stated termination date under certain circumstances.
Upon termination, a payment may be owed by the City to UBS or by UBS to the City, depending upon the prevailing
economic circumstances at the time of the termination. The City obtained insurance to mitigate much of the risk associated
with termination due to the event of a rating downgrade by the City. An amount due by the City to UBS upon early
termination of the agreement is insured by FSA up to a maximum amount of $8,000,000.

Fair Value: The fair value of the swap at December 31, 2007 as reported by UBS totaled $1,569,000, which would be
payable by the City.

Debt Covenants: The Enterprise Funds’ bond agreements have certain restrictive covenants and principally require that bond
reserve funds be maintained and that fees charged to customers be in sufficient amounts, as defined, to satisfy the obligations
under the indenture agreements. In addition, special provisions exist regarding covenant violations, redemption of principal
and maintenance of properties in good condition.

Defeasance of Debt

The City has defeased certain debt by placing cash or the proceeds of new bonds in irrevocable trusts to provide for all future
debt service payments on the old bonds. Accordingly, the trust account assets and defeased bonds are not recorded in the
City’s financial statements.
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The aggregate amount of defeased debt outstanding at December 31, 2007 is as follows:

Bond Issue (Amounts in 000's) Bond Issue (Amounts in 000's)
Waterworks Improvement Bonds: Unvoted Tax Supported GO:
Series G, 1993 $ 24,060 Series 1999 $ 12,700
Series I, 1998 266,700 Series 2000 14,100
Series K, 2002 68,325 Series 2002 26,080
Series 2003 24,970
Series 2004 7,530
Airport System Revenue Bonds: Public Power Bonds:
Series 1997A $ 144360 Series 1994A $ 11,040
Series 1997B 10,470
Series 1997C 11,485
Series 2000A 111,435

Airport Special Facilities Revenue Bonds

Airport Special Revenue Bonds, Series 1990, totaling $76,320,000 were issued to finance the acquisition and construction of
a terminal, hangar and other support facilities leased to Continental Airlines at Cleveland Hopkins International Airport.
These bonds were refunded in 1999 by the issuance of Airport Special Revenue Refunding Bonds, Series 1999 totaling
$71,440,000. Additional Airport Special Revenue Bonds, Series 1998, totaling $75,120,000, were issued in 1998 to finance
the design and construction of certain airport facilities leased to Continental Airlines, including a new regional jet concourse.
Because principal and interest on these bonds are unconditionally guaranteed by Continental Airlines and paid directly by
Continental Airlines, these bonds do not constitute a debt, liability or general obligation of the City or a pledge of the City’s
revenues. As such, no liabilities relating to these bonds are included in the accompanying financial statements.

Pledges of Future Revenues

The City has pledged future airport revenues to repay $925,960,000 in various airport system revenue bonds issued in various
years since 1997. Proceeds from the bonds provided financing for airport operations. The bonds are payable from airport net
revenues and are payable through 2033. Annual principal and interest payments on the bonds are expected to require less
than 68 percent of net revenues. The total principal and interest remaining to be paid on the various airport system revenue
bonds is $1,579,935,000. Principal and interest paid for the current year and total net revenues were $55,128,361 and
$82,072,000, respectively.

The City has pledged future Power System revenues, net of specified operating expenses, to repay $220,345,000 in various
public power system revenue bonds issued in various years since 1994. Proceeds from the bonds provided financing for
public power system operations. The bonds are payable from public power system net revenues and are payable through
2024. Annual principal and interest payments on the bonds are expected to require less than 45 percent of net revenues. The
total principal and interest remaining to be paid on the various Power System Revenue Bonds is $325,011,000. Principal and
interest paid for the current year and total net revenues were $17,413,159 and $38,817,000, respectively

The City has pledged future Water System revenues, net of specified operating expenses, to repay $866,470,000 in various
Water Improvement Revenue Bonds issued in various years since 1993. Proceeds from the bonds provided financing for
water system operations. The bonds are payable from Water System net revenues and are payable through 2037. Annual
principal and interest payments on the bonds are expected to require less than 43 percent of net revenues. The total principal
and interest remaining to be paid on the various Water Improvement Revenue Bonds is $1,339,821,000. Principal and
interest paid for the current year and total net revenues were $50,320,206 and $117,782,000, respectively.

The City has pledged future revenues from certain parking facilities, net of specified operating expenses, and other operating
revenues to repay $62,980,000 in various Parking Facilities Revenue Bonds issued in 1996 and 2006. Proceeds from the
bonds provided financing for parking facilities operations. The bonds are payable from parking facilities net revenues and
are payable through 2022. Annual principal and interest payments on the bonds are expected to require the full amount of net
pledged revenues. The total principal and interest remaining to be paid on the various Parking Facilities Revenue Bonds is
$91,339,000. Principal and interest paid for the current year and total net revenues were $6,146,000 and $4,820,000,
respectively.
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NOTE 6 - DEFERRED PAYMENT OBLIGATION / I-X CENTER

In January 1999, the City purchased the International Exposition (“I-X’) Center and the land on and around it for $66.5
million as part of its master plan to expand Cleveland Hopkins International Airport. As part of the purchase agreement, the
City leased the building back to the former owner for 15 years, after which the City may tear the building down to make way
for airport development. Of the $66.5 million purchase price, $36.5 million was paid in cash in 1999. The remaining $30
million, including interest at 7.75%, is being deferred by the seller and will be offset by future lease payments owed to the
City over the 15 year lease period. The future lease payments are equal to the remaining purchase price plus interest at
7.75%, and as such, no cash will be exchanged between the City and the lessee over the term of the lease. The deferred
payment is reported as “Deferred Payment Obligation” in the accompanying proprietary funds balance sheet.

In the event that either a similar facility is developed that exceeds a specified size, or there is an expansion of an existing
facility that exceeds a specified size within the municipal boundary of the City of Cleveland, the lessee has the right to
terminate the lease. Such termination would require the City to pay the lessee the remaining portion of the deferred purchase
price.

Rental income recognized by the City under this agreement totaled $3,389,000 in 2007. Of this amount $1,357,000 was
offset against interest expense and $2,032,000 was offset against the principal balance of the deferred obligation.

NOTE 7 - RISK MANAGEMENT

Self Insurance: The City is exposed to various risks of loss related to torts; thefts of, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The City does not carry commercial insurance for such
risks, except for certain proprietary funds and the new football stadium. In accordance with GASB Statement No. 10, claims
liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be reasonably estimated.
Liabilities include an amount for claims that have been incurred but not reported (“IBNRs”). Claims that meet this criteria
are reported as liabilities of either governmental or business-type activities in the government-wide statement of net assets.
In the fund financial statements, claims liabilities that relate to enterprise or internal service funds are reported. The current
portion of claims is reported as a fund liability in governmental funds; however, the long-term portion of claims liabilities is
not reported.

The result of the process to estimate the claims liability is not an exact amount as it depends on many complex factors, such
as inflation, changes in legal doctrines, and damage awards. Accordingly, claims are re-evaluated periodically to consider the
effects of inflation, recent claim settlement trends (including frequency and amount of pay-outs) and other economic and
social factors. The estimate of the claims liability also includes amounts for incremental claim adjustment expenses related
to specific claims and other claim adjustment expenses, regardless of whether allocated to specific claims. Estimated
recoveries, for example from salvage or subrogation, are another component of the claims liability estimate.

Changes in the estimated claims payable for all funds during the years ended December 31, 2007 and 2006 were as follows:

2007 2006
(Amounts in 000's)

Estimated claims payable, January 1 $ 4,464 $ 3,711
Current year claims (including IBNRs) and changes

in estimates 6,329 2,275
Claim payments (2,671) (1,522)
Estimated claims payable, December 31 $ 8,122 $ 4,464

The estimated claims liabilities are based on the estimated cost of settling claims (including incremental claim adjustment
expenses) through a case-by-case review of all outstanding claims and by using historical experience. Claims payable are
included as accounts payable on the financial statements.

Insurance: Certain proprietary funds carry insurance to cover particular liability risks and property protection. Otherwise,
the City is generally self-insured. No material losses, including incurred but not reported losses, occurred in 2007. There was
no significant decrease in any insurance coverages in 2007. In addition, there were no insurance settlements in excess of
insurance coverage during the past three years.
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The City provides the choice of four separate health insurance plans for its employees. These plans are provided by two
different insurers through commercial insurance. Operating funds are charged a monthly rate per employee, by type of
coverage.

In January of 2003, the City exercised the option of retrospective rating as the premium rating mechanism for our workers’
compensation program. The total estimated claims liability outstanding at December 31, 2007 was $27,064,544. Of this
amount, $8,135,330 was recorded as a fund liability within each respective fund. The remaining $18,929,214 is due in future
years and is recorded as a liability in the Workers’ Compensation Reserve Internal Service Fund. This liability is funded by
charging the appropriate funds their proportionate share of this liability and recording the associated due to or due from as
appropriate.

NOTE 8 - CONTINGENCIES

General Contingencies: Various claims and lawsuits are pending against the City. In accordance with GASB Statement
No. 10, those claims which are considered “probable” are accrued (see Note 7), while those claims that are considered
“reasonably possible” are disclosed but not accrued.

As of December 31, 2007, the amount of claims against the City for which an unfavorable outcome is deemed to be
reasonably possible, including condemnation proceedings, aggregated $3,400,000.

These estimates were based on a case-by-case review of outstanding claims by the City’s in-house legal department.

Contingencies Under Grant Programs: The City participates in a number of federally assisted Investment Act grant
programs, principal of which are Community Development Block Grants, Home Weatherization Assistance, the Healthy
Start Initiative, Federal HOME Program, Youth Opportunity Area Grant, Workforce Investment Act Grant, Empowerment
Zone and FAA Airport Improvement Grant Programs. These programs are subject to financial and compliance audits by the
grantors or their representatives. An audit has been completed by granting agencies for the Workforce Investment Act grant.

NOTE 9 - INTERFUND TRANSACTIONS AND BALANCES
Interfund Transactions: During the course of normal operations, the City records numerous transactions between funds
including expenditures and transfers of resources to provide services, subsidize operations, and service debt. The City has

the following types of transactions among funds:

€)) Reciprocal interfund services provided and used — Purchases and sales of goods and services between funds
for a price approximating their external exchange value.

2) Nonreciprocal interfund transfers — Flows of assets between funds without equivalent flows of assets in return
and without a requirement for repayment. This includes transfers to subsidize various funds.

3) Nonreciprocal interfund reimbursements — Repayments from the funds responsible for particular expenditures
or expenses to the funds that initially paid for them.
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For the year ended December 31, 2007, transfers consisted of the following:

Transfers In

Other Total
Transfers Out Govern- Govern- Internal
General mental mental Enterprise Service
Total Fund Funds Funds Funds Funds

(Amounts in 000's)

Governmental Funds:

General $25,157 $ $24.327 $24.327 $ 290 $ 540
Other governmental 36,737 6,758 29,979 36,737
Total Governmental Funds 61,894 6.758 54,306 61,064 290 540
Total $61.894 $ 6,758 $54.306 $61.064 $ 290 $ 540

Interfund Balances: Interfund balances at December 31, 2007 represent charges for services or reimbursable expenses.
These remaining balances resulted from the time lag between the dates that (1) interfund goods or services are provided or
reimbursable expenditures occur, (2) transactions are recorded in the accounting records, and (3) payments between funds are
made. All are expected to be paid within one year.

Interfund receivable and payable balances as of December 31, 2007 are as follows:

Due From
Department
Other Total Division Cleveland of
Govern-  Govern- of Public Port Other Total Internal
General  mental mental Water Power Control  Enterprise Enterprise Service
Due To Total Fund Funds Funds Fund Fund Fund Funds Funds Funds
(Amounts in 000's)
Governmental Funds:
General $ 11,155 $ $ $ $ 22 $ 1,319 $ 78 $ 93 $ 1,512 $ 9,643
Other governmental 14,821 8,249 5,610 13,859 18 8 68 94 868
Total governmental $ 25976
Enterprise Funds:
Division of Water $ 3203 29 5 34 1,084 331 1,415 1,754
Cleveland Public Power 1,522 34 34 141 15 156 1,332
Department of Port
Control 913 203 203 4 23 11 38 672
Other Enterprise 3,751 100 2 102 2,573 129 101 2,803 846
Total enterprise 9,389
Internal Service Funds 384 5 5 8 3 5 16 363

Total Due To/Due From $ 35,749 $ 8620 § 5617 § 14237 $ 2,766 $ 2566 § 78 $ 624 § 6,034 § 15478
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NOTE 10 - INCOME TAXES

During 2007, the City income tax rate remained at 2% and the credit provided to City residents for income taxes paid to other
municipalities remained at 50% and the maximum credit is limited to 1%. A portion of the City income tax is restricted in its
use to capital expenditures and debt service and is included in the Restricted Income Tax Special Revenue Fund. All other
income tax proceeds are included in the General Fund.

Employers within the City are required to withhold income taxes on employee compensation and remit withholdings to the
City at least quarterly. Corporations and other individual taxpayers are required to pay their estimated tax quarterly and file a
declaration annually.

NOTE 11 - PROPERTY TAXES

Property taxes include amounts levied against all real, public utility and tangible property (used in business) located in the
City. The 2007 levy was based upon an assessed valuation of approximately $6.457 billion. Ohio law prohibits taxation of
property from all taxing authorities in excess of 10 mills of assessed value without a vote of the people. Under current
procedures, the City’s share is 4.4 mills, of which 4.35 mills is dedicated to debt service and .05 mills is dedicated to the
payment of police and fire pension obligations. A revaluation of all property is required to be completed no less than every
six years, with a statistical update every third year. The last statistical update was completed in 2006. Assessed values are
established by the Cuyahoga County (County) Auditor. The County Treasurer collects property taxes on behalf of all taxing
districts in the County including the City.

Real property taxes, excluding public utility property, are assessed at 35% of appraised market value. Pertinent real property
tax dates are:

e Collection Dates January 20 and June 20 of the current year
e Lien Date January 1 of the year preceding the collection year
e Levy Date October 1 of the year preceding the collection year

Tangible personal property taxes are based on assessed values determined at the close of the most recent fiscal year of the
taxpayer that ended on or before March 31 of the current calendar year. For the collection year 2007, the percentage used to
determine taxable value of personal property and inventory was 25% and 23%, respectively. Pertinent tangible personal
property tax dates are:

e  Collection Dates April 30 and September 30 of the current year
e Listing Date December 31 of the preceding year
e Levy Date October 1 of the year preceding the collection year

An electric company’s taxable utility production equipment is assessed at 25% of true value, while all of its other taxable
property is assessed at 88% of true value. Pertinent public utility tangible personal property tax dates are:

e Collection Dates January 20 and June 20 of the current year
e Lien Date December 31 of the second year preceding the collection year
e Levy Date October 1 of the year preceding the collection year
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NOTE 12 - DEFERRED AND UNEARNED REVENUE

Governmental funds report deferred and unearned revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period (deferred). Governmental funds also defer revenue
recognition in connection with resources that have been received, but not all eligibility requirements have been met
(unearned). As of December 31, 2007, the various components of deferred revenue reported in the governmental funds were

as follows:

NOTE 13 — DEFINED BENEFIT PENSION PLANS

Ohio Public Employees Retirement System: All full-time employees, other than non-administrative full-time police
officers and firefighters, participate in the Ohio Public Employees Retirement System (OPERS). OPERS administers three

Governmental Funds:
General Fund:
Income taxes receivable
Property taxes receivable
Local government receivable
Estate tax receivable
Homestead rollback
Emergency medical service receivable

Total General Fund

Other Governmental Funds:
Income taxes receivable
Special assessments receivable
Property taxes receivable
Advances received under grants
Motor vehicle taxes receivable
Municipal gas tax receivable
State gasoline tax receivable
Homestead rollback
Grant receivable
Due from other governments

Total other governmental funds

Total Deferred and Unearned Revenue

separate pension plans as described below:

1)
2)

3)

Eligibility
Requirements
Unavailable Not Met Total
(Amounts in 000's)
$ 17,872 § 17,872
50,551 50,551
16,609 16,609
248 248
3,701 3,701
673 673
89,654 - 89,654
2,234 2,234
3,307 3,307
26,335 26,335
10,781 10,781
1,459 1,459
1,166 1,166
2,242 2,242
1,928 1,928
506 764 1,270
3,327 3,327
42,504 11,545 54,049
$ 132,158 11,545 $ 143,703
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The Traditional Pension Plan (TP) — a cost-sharing, multiple-employer defined benefit pension plan.

The Member-Directed Plan (MD) — a defined contribution plan in which the member invests both member and
employer contributions (employer contributions vest over five years at 20% per year). Under the Member-Directed
Plan, members accumulate retirement assets equal to the value of member and (vested) employer contributions plus
any investment earnings.
The Combined Plan (CO) — a cost-sharing, multiple-employer defined benefit pension plan. Under the Combined
Plan, employer contributions are invested by OPERS to provide a formula retirement benefit similar in nature to the
Traditional Pension Plan benefit. Member contributions, the investment of which is self-directed by the members,
accumulate retirement assets in a manner similar to the Member-Directed Plan.



OPERS provides retirement, disability, survivor and death benefits and annual cost-of-living adjustments to members of the
Traditional Pension and Combined Plans. Members of the Member-Directed Plan do not qualify for ancillary benefits.
Authority to establish and amend benefits is provided by state statute per Chapter 145 of the Ohio Revised Code. OPERS
issues a stand-alone financial report. Interested parties may obtain a copy by making a written request to OPERS, Attention:
Finance Director, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling (614) 222-5601 or 1-800-222-7377.

The Ohio Revised Code provides statutory authority for member and employer contributions. For 2007, member and
employer contribution rates were consistent across all three plans (TP, MD and CO). Member contribution rates were 9.5% in
2007, 9.00% in 2006 and 8.50% in 2005, and employer contribution rates were 13.85% of covered payroll in 2007, 13.70%
in 2006 and 13.55% in 2005. The City’s required employer contributions to OPERS for the pension portion of all the plans
for the years ending December 31, 2007, 2006 and 2005 were approximately $22,196,921, $24,184,945 and $25,048,620
each year, respectively. The required payments due in 2007, 2006 and 2005 have been made.

Ohio Police and Fire Pension Fund: The City contributes to the Ohio Police and Fire Pension Fund (“OP&F”), a cost-
sharing multiple-employer defined benefit pension plan. OP&F provides retirement and disability pension benefits, annual
cost-of-living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by the
Ohio State Legislature and are codified in Chapter 742 of the Ohio Revised Code. OP&F issues a publicly available financial
report that includes financial information and required supplementary information for the plan. That report may be obtained
by writing to the OP&F, 140 East Town Street, Columbus, Ohio 43215-5164.

Plan members are required to contribute 10% of their annual covered salary, while the City is required to contribute 19.5%
for police officers and 24% for firefighters. The City’s contributions to the OP&F for the years ended December 31, 2007,
2006 and 2005 were $22,240,171, $19,845,777 and $19,443,925, respectively. The required payments due in 2007, 2006,
and 2005 have been made.

NOTE 14 - OTHER POSTEMPLOYMENT BENEFITS

Ohio Public Employees Retirement System: Ohio Public Employees Retirement System (OPERS) administers three separate
pension plans: The Traditional Pension Plan (TP) — a cost-sharing, multiple-employer defined benefit pension plan; the
Member-Directed Plan (MD) — a defined contribution plan; and the Combined Plan (CO) — a cost-sharing, multiple-employer
defined benefit pension plan that has elements of both a defined benefit and defined contribution plan. OPERS maintains a
cost-sharing multiple employer defined benefit post-employment healthcare plan, which includes a medical plan, prescription
drug program and Medicare Part B premium reimbursement, to qualifying members of both the Traditional Pension and
Combined Plans. Members of the Member-Directed Plan do not qualify for ancillary benefits, including post-employment
health care coverage. In order to qualify for post-employment health care coverage, age and service retirees under the
Traditional Pension and Combined Plans must have 10 or more years of qualifying Ohio service credit. Health care coverage
for disability benefit recipients and qualified survivor benefit recipients is available. The health care coverage provided by
OPERS meets the definition of an Other Post-employment Benefit (OPEB) as described in GASB Statement No. 45. The
Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benefits to its eligible members and
beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the Ohio Revised Code. OPERS issues
a stand-alone financial report. Interested parties may obtain a copy by making a written request to OPERS, Attention:
Finance Director, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling (614) 222-5601 or 1-800-222-7377.

The Ohio Revised Code provides statutory authority requiring public employers to fund post retirement health care through
their contributions to OPERS. A portion of each employer’s contribution to OPERS is set aside for the funding of post
retirement health care benefits. Employer contribution rates are expressed as a percentage of the covered payroll of active
members, The City’s contribution rate was 13.85% of covered payroll in 2007, 13.70% of covered payroll in 2006 and
13.55% of covered payroll in 2005. The Ohio Revised Code currently limits the employer contribution to a rate not to exceed
14.00% of covered payroll. Active members do not make contributions to the OPEB Plan. OPERS’ Post Employment Health
Care Plan was established under, and is administrated in accordance with Internal Revenue Code 401(h). Each year, the
OPERS Retirement Board determines the portion of the employer contribution rate that will be set aside for funding of post
employment health care benefits. For 2007, the employer contribution allocated to the health care plan from January 1
through June 30, 2007 and July 1 through December 31, 2007 was 5% and 6% of covered payroll, respectively. In 2006,
4.50% of covered payroll was used to fund health care and 4.00% of covered payroll in 2005. The OPERS Retirement Board
is also authorized to establish rules for the payment of a portion of the health care benefits provided, by the retiree or the
surviving beneficiaries. Payment amounts vary depending on the number of covered dependents and the coverage selected.
The City’s actual contributions for 2007 which were to fund post-employment benefits were approximately $14,611,598.
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The Health Care Preservation Plan (HCPP) adopted by the OPERS Retirement Board on September 9, 2004, was effective
January 1, 2007. Member and employer contribution rates increased as of January 1, 2006, January 1, 2007 and January 1,
2008, which allowed additional funds to be allocated to the health care plan.

Ohio Police and Fire Pension Fund: The City contributes to the OP&F sponsored healthcare program, a cost-sharing
multiple-employer defined postemployment healthcare plan administered by OP&F. OP&F provides healthcare benefits
including coverage for medical, prescription drugs, dental, vision, Medicare Part B Premium and long term care to retirees,
qualifying benefit recipients and their eligible dependents. OP&F provides access to post-retirement healthcare coverage for
any person who receives or is eligible to receive a monthly service, disability, or survivor benefit check or is a spouse or
eligible dependent child of such person. The healthcare coverage provided by OP&F meets the definition of an Other Post
Employment Benefit (OPEB) as described in GASB Statement No. 45. The Ohio Revised Code allows, but does not
mandate OP&F to provide OPEB benefits. Authority for the OP&F Board of Trustees to provide healthcare coverage to
eligible participants and to establish and amend benefits are codified in Chapter 742 of the Ohio Revised Code. OP&F issues
a publicly available financial report that includes financial information and required supplementary information for the plan.
That report may be obtained by writing to the OP&F, 140 East Town Street, Columbus, Ohio 43215-5164.

The Ohio Revised Code provides for contribution requirements of the participating employers and plan members to the
OP&F (defined benefit pension plan). Participating employers are required to contribute to the pension plan at rates
expressed as percentages of the payroll of active pension plan members, currently 19.50% of covered payroll for police and
24% of covered payroll for firefighters. The Ohio Revised Code states that the employer contribution may not exceed
19.50% of covered payroll for police and 24% of covered payroll for firefighters. Active members do not make contributions
to the OPEB Plan.

OP&F’s post employment healthcare plan was established and is administrated as an Internal Revenue Code 401(h) account
within the defined benefit pension plan, under the authority granted by the Ohio Revised Code to the OP&F board of trustees.
The board of trustees is authorized to allocate a portion of the total employer contributions made into the pension plan to the
401h account as the employer contribution for retiree healthcare benefits. For the year ended December 31, 2007, the
employer contribution allocated to the healthcare plan was 6.75% of covered payroll. The amount of employer contributions
allocated to the healthcare plan each year is subject to the trustees’ primary responsibility to ensure that pension benefits are
adequately funded and also is limited by provisions of Section 401h. The OP&F board of trustees also is authorized to
establish requirements for contributions to the healthcare plan by retirees and their eligible dependents, or their surviving
beneficiaries. Payment amounts vary depending on the number of covered dependents and the coverage selected. The City’s
contribution to OP&F for the year ending December 31, 2007 was $10,391,588 and was allocated to the healthcare plan.
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NOTE 15 — CAPITAL ASSETS

Capital asset activity for the year ended December 31, 2007 was as follows:

Governmental Activities:

Capital assets, not being depreciated:
Land
Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Land improvements
Buildings, structures and improvements
Furniture, fixtures, equipment and vehicles
Infrastructure

Total capital assets, being depreciated

Less accumulated depreciation for:
Land improvements
Buildings, structures and improvements
Furniture, fixtures, equipment and vehicles
Infrastructure

Total accumulated depreciation
Total capital assets being depreciated, net

Governmental activities capital assets, net

Business-Type Activities:
Capital assets, not being depreciated:
Land
Construction in progress
Total capital assets, not being depreciated
Capital assets, being depreciated:
Land improvements
Utility plant
Buildings, structures and improvements
Furniture, fixtures, equipment and vehicles
Total capital assets, being depreciated
Less accumulated depreciation for:
Land improvements
Utility plant
Buildings, structures and improvements
Furniture, fixtures, equipment and vehicles
Total accumulated depreciation

Total capital assets being depreciated, net

Business-Type activities capital assets, net

Balance Balance
January 1, December 31,
2007 Additions Reductions 2007
(Amount in 000's)
$ 58,411 $ 3252 $ $ 61,663
98,579 68,675 (35,669) 131,585
156,990 71,927 (35,669) 193,248
113,307 1,581 114,888
591,447 1,763 (2,522) 590,688
161,173 11,483 (11,468) 161,188
355,245 59,023 (567) 413,701
1,221,172 73,850 (14,557) 1,280,465
(71,286) (4,494) (75,780)
(208,671) (14,447) 717 (222,401)
(102,815) (10,593) 10,427 (102,981)
(140,305) (14,179) 566 (153,918)
(523,077) (43,713) 11,710 (555,080)
698,095 30,137 (2,847) 725,385
$ 855,085 $ 102,064 $ (38,516) $ 918,633
Balance Balance
January 1, December 31,
2007 Additions Reductions 2007
(Amount in 000's)
$ 189,756 $ 4,777 $ $ 194,533
356,339 174,036 (77,465) 452,910
546,095 178,813 (77,465) 647,443
781,113 10,013 (1,805) 789,321
1,584,560 37,727 (1,835) 1,620,452
806,930 11,293 (2,071) 816,152
236,418 18,084 (4,856) 249,646
3,409,021 77,117 (10,567) 3,475,571
(229,440) (35,225) 1,801 (262,864)
(545,776) (42,213) 1,145 (586,844)
(367,449) (22,453) 1,242 (388,660)
(134,455) (14,959) 3,611 (145,803)
(1,277,120) (114,850) 7,799 (1,384,171)
2,131,901 (37,733) (2,768) 2,091,400
$2,677,996 $ 141,080 $ (80,233) $2,738,843
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Depreciation: Depreciation expense was charged to functions/programs of the City as follows:

(Amounts in 000’s)
Governmental Activities:
General Government $ 8,231
Public Service 19,121
Public Safety 8,576
Building and Housing 147
Community Development 575
Public Health 553
Parks, Recreation and Properties 6,066
Economic Development 109
Depreciation expense on capital assets held by the City's
internal service funds that is charged to the various functions
based on their usage of the assets 337
Total depreciation expense charged to governmental activities $ 43,715
Business-Type Activities:
Division of Water $ 38,993
Cleveland Public Power 17,056
Department of Port Control 51,077
Nonmajor business-type activities 7,635
Depreciation expense on capital assets held by the City's
internal service funds that is charged to the various functions
based on their usage of the assets 4
Total depreciation expense charged to business-type activities $ 114,765
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Capital Commitments: Significant commitments of the City as of December 31, 2007 are composed of the following:

Remaining

Project Description Spent-to-Date Commitment

(Amounts in 000’s)
Governmental Activities:

Bellaire Ave. Rehab $ 120 $ 2,581
Quincy Ave. Rehab 364 6,595
800 MHz Upgrade 1,092 6,780
Wade Park Station 419 3,449
The Avenue 2,003 3,297
Cornell Rd. Bridge 741 4,893
Morgana 912 1,338
City Hall Fire Alarm & Security 3,000
Euclid Corridor Vaults 6,121 3,240
Remaining

Project Description Spent-to-Date Commitment

(Amounts in 000’s)

Business-Type Activities:

Morgan Filter Rehab Const $ 14,513 $ 15,787
Watermain Rehab 2008 11 6,094
Meter Automation & Replace Prg 6,500
PEP Program Management PH2 19,148 7,638
Warehouse Imp PH 1 & 2 7,915
Suburban Water Main Renewal Prg 10,000
Crown Water Plant 15,000
Morgan East Reservoir 20,280 22,626
CIS Assessment/Design & Implementation 6,378 21,195
Kirtland Pump Station Rehab 19,500
Plant Enhancement Program 52,183 21,120
Fairmount Pump Station Rehab 24,400
Morgan Pretreatment and Residuals 40,600
Construct New Runway 5L/23R 133,399 5,664
Wetlands & Stream Mitigation 15,975 19,407
Environmental Requirements 15,390 20,067
Sound Insulation of Homes 84,761 25,472
Runway 6R/24L Extention 24,267 27,026
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Capital Grant Programs: The City participates in the State Issue 2 program and the Local Transportation Improvement
Program. Through these programs, the State of Ohio (“State”) provides financial assistance to the City for its various road
and bridge improvements and storm water detention facilities. The Ohio Public Works Commission (“OPWC”) is the State
agency which oversees the allocation of State bond proceeds and tax revenue to selected projects which have met funding
requirements. Upon approval of the OPWC, the City and the State create project agreements establishing each entity’s
financial contribution toward each project. Through December 31, 2007, the State funded $127,935,000 of road and bridge
improvement projects and $4,575,000 for storm water detention facilities.

Capitalized Interest: Interest expense incurred during the construction phase of capital assets of business-type activities is
included as part of the capitalized value of the assets constructed, net of inte