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Larry Hilliard
l CO er Director of Finance
610.437.7500 fax 610.437.7675

g é/ hilliard@allentowncity.org

AIIentown

June 26, 2009

Honorable Mayor and Members of City Council
Allentown, Pennsylvania

The Comprehensive Annual Financial Report (CAFR) of the City of Allentown,
Pennsylvania, for the fiscal year ended December 31, 2008 is submitted herewith. This report was
prepared by the City's Department of Finance. Responsibility for the accuracy of the presented data
and the completeness and fairness of the presentation, including all disclosures, rests with the City.
We believe the data as presented, is accurate in all material respects; that it is presented in a manner
designed to fairly set forth the financial position and results of operations of the City as measured by
the financial activity of its various funds; and that all disclosures necessary to enable the reader to
gain maximum understanding of the City's financial affairs have been included.

The City provides a full range of services. These services include police and fire protection;
sanitation services; the construction and maintenance of streets, roads, and infrastructure;
water/sewer services; recreational activities, parks, community development and planning, and
general administrative services.

This report has been prepared in accordance with Generally Accepted Accounting Principles
(GAAP) for governments as promulgated by the Government Accounting Standards Board (GASB).
The financial statements of the reporting entity include those of the City of Allentown, Pennsylvania
(City) (the primary government) and its Component Units. The Component Units are included in the
City's reporting entity because of the significance of their operational or financial relationships with
the City. The Component Units, in accordance with GAAP, have been included in the financial
reporting entity as discretely presented Component Units.

FINANCIAL INFORMATION

Internal Controls: Management of the City is responsible for establishing and maintaining an
internal control designed to ensure that the assets of the City are protected from loss, theft, or misuse,
and that adequate accounting data is compiled to allow for the preparation of financial statements in
conformity with accounting principles generally accepted in the United States of America. The
internal control is designed to provide reasonable, but not absolute, assurance that these objectives
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are met. The concept of reasonable assurance recognizes that (1) the cost of a control should not
exceed the benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates
and judgments by management. As a result of the implementation of GASB-34, the format of the
CAFR has been expanded to include a Management Discussion and Analysis (MD&A) section that
provides an analysis of the City’s financial condition for 2008.

Budgetary Controls: In addition, the City maintains budgetary controls. The objective of
these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the City Council. Activities of the General Fund, Special Revenue
Fund, and Debt Service Fund are included in the annual appropriated budget. Project-length
financial plans are adopted for the Capital Projects Funds. The level of budgetary control (that is, the
level at which expenditures cannot legally exceed the appropriated amount) is established at the fund
level.

Encumbrance Accounting: The City also maintains an encumbrance accounting system as
one technique of accomplishing budgetary control. Estimated purchase amounts are encumbered
prior to the release of purchase orders to vendors. Purchase orders which result in an overrun of
approved appropriation balances are not released unless sufficient unencumbered funds are available
for transfer in accordance with the City's Administrative Code or, in the absence of such available
funds, until a supplemental appropriation is approved by City Council from the respective
unappropriated fund balance.

OTHER INFORMATION

Independent Audit: The City's Administrative Code requires that an annual audit of the
books of account, financial records, and transactions of the City be performed by independent
certified public accountants. The accounting firm of Reinsel Kuntz Lesher LLP was selected by City
Council in 2006 to perform the annual audit for fiscal years 2005 through 2007, with an additional 2
year extension to 2009. In addition, various bond indentures also require such an audit. The City has
complied with this requirement and the auditors' opinion has been included in this report.

Initiatives for the Year: The administration placed its 2008 focus on the continued
revitalization of the city. A significant effort was made to bolster confidence in public safety by
implementing strategies to effectively and efficiently utilize the police force and to further reduce
crime. The city began the rebuilding of the police department, following numerous retirements in
late 2005 and in 2006. The city began to employ technology, such as cameras, to assist the
department. The fire department continued its leadership over emergency management training,
establishing Allentown as a pacesetter in emergency certified employees and management practices.

In addition to continuing efforts in public safety, Allentown has maintained an aggressive
redevelopment effort under the guidance of the Department of Community and Economic
Development. The work of the department, supported by numerous legislative and civic leaders has
resulted in several distinct economic development projects, including a AAA level minor league



baseball stadium. Other initiatives are in motion, particularly in the downtown area and the Arts
District, with more prospective development in the planning stages.

During 2007 and continuing in 2008, the new city administration undertook cost containment
measures and revenue generating efforts to achieve positive ongoing finances, addressing several
years of unfavorable budget variances and a negative General Fund balance. In 2006 the City also,
implemented a lease/sublease transaction (in effect a loan) to eliminate the accumulated negative
fund balance.

While the City General Fund rebounded from 2006 and 2007, in 2008 the revenues were
significantly impacted by the economic times.

The City will periodically utilize loans or bonds to finance infrastructure, but does not forsee
borrowing for any other nonessential major expenditures.

Acknowledgments: The timely preparation of the comprehensive annual financial report was
made possible by the dedicated service of the entire staff of the Department of Finance. We would
especially like to express our appreciation to the following staff members who assisted and
contributed so significantly to its preparation: Michael T. Sinclair, Daniel B. Eddinger,
Melody A. Sajeski, and Maria T. Quigney.

We would also like to thank the mayor and City Council for their continued support in
planning and conducting the financial operations of the city in a responsible and progressive manner.

Sincerely,
AL ,
e D Wi Boti A ok oty
Lawrence F. Hilliard Beth A. Mohylsky
Director of Finance Manager, Treasury & Accounting



Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Allentown
Pennsylvania

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

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
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.

President

o #

Executive Director




asuendwon Ajajeg —

youeig 9A3no9X

UMOJUR||V JO SISI0A 8y L

umojua|ly jo Auo

yosueig aAne|sibo

wWwood|ie —
19Ul —
Buiseyoaind —
ltosked —
W — BuioAaay 9)SeM PIIOS — Bugunoooy
suofjepy Ajunwwio) SuOHEdIUNWIWOY édJueusjUIBY SIUBID [819p34 8 Anseas, —
‘slieyy algqnd — . Buipjing —, fjoyes 1 spiepuelg Aynn xep —
lejjy alqnd Juawabeue 991j10d — ‘Bulbling 10 neaing —|
s|el9je snopJezeH JoNpuoosIN _.ob:oo ping 4 g jusawiadlojuy '@ JIpny —
‘spJooay ‘uoissasddng —] ‘ayger] ‘Awapeoy aoijod —| 8 Buluueld ‘oyjes) — Syied — 1ebpng g aoueul] —
suopdadsu suonebsoAu] — Jojemalsep — UHeaH — pung jeyden —
‘suonebiysaau| fioqqoy sjeoNg — uoneasnsy — suone|ay Joqe] 991M198 193Q —
‘uonuanald alld —  ‘asijod pooyoqublaN ‘jolyed — Bupesulbuz — Bujuoz g bujuued —| laBeuep soyj0 juswabeuely sty —|  swaisAs uopewlou|
By a4 991|0d 10 JoIND uuepy sokor Kale sswer uojButuuag Yiauusy
JaNByos Heqoy — ueaoRpy Joboy s m._cMo> u%co_w—*.. - ucwﬁ_ao_0>w0 — S99J1N0S9Y ﬂw_h__ﬂw__mj_ | SOAS UOIjeuwlIoU|
a1 yo ydag 99110d 4o 3deq PHOM 2liqnd fAunwwoo uewny 4 8 110 JWB
J8phug Aer
loyoujos Ao
SUOISSIWIWOD
Aejaoly {oeLs) L 9 spleog uojueH sxIN
juelsissy jeioedg ‘seployINy w919 Ao
2100 SN 19A8MY2S O Jejed
10JRUIPIOOY  |—] s _m»_m\so_._ W PIneq
. pung olnr
suopesiuniwioy plemuayoly spauesy
uoaouoq aNIN
"d'A 'sdiiud Auoy.
ueluloH (iig smojmed p3 . B
$81d ‘al0Wy,q |9BYDIN
|
J9qjo5uon Ao J0he Jiounos Ao




THIS PAGE INTENTIONALLY LEFT BLANK



