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BUTLER COUNTY TRANSPORTATION IMPROVEMENT DISTRICT
BUTLER COUNTY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2016

FEDERAL GRANTOR Federal Pass Through
Pass Through Grantor CFDA Entity Identifying Total Federal
Program / Cluster Title Number Number Expenditures
U.S. DEPARTMENT OF TRANSPORTATION
Passed Through Ohio Department of Transportation

Highway Planning & Construction Cluster:

Highway, Planning & Construction 20.205 PID 81174 $2,010,216
Total Highway Planning & Construction Cluster: 2,010,216
Total U.S. Department of Transportation 2,010,216
Total Expenditures of Federal Awards $2,010,216

The accompanying notes are an integral part of this schedule.



BUTLER COUNTY TRANSPORTATION IMPROVEMENT DISTRICT
BUTLER COUNTY

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
2 CFR 200.510(b)(6)
FOR THE YEAR ENDED DECEMBER 31, 2016

NOTE A — BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the Schedule) includes the federal
award activity of Butler County Transportation Improvement District (the District) under programs of the
federal government for the year ended December 31, 2016. The information on this Schedule is prepared
in accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance).

NOTE B — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the cash basis of accounting. Such expenditures
are recognized following the cost principles contained in Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards,
wherein certain types of expenditures may or may not be allowable or may be limited as to
reimbursement. The District has elected not to use the 10-percent de minimis indirect cost rate as
allowed under the Uniform Guidance.

NOTE C - MATCHING REQUIREMENTS
Certain Federal programs require the District to contribute non-Federal funds (matching funds) to support

the Federally-funded programs. The District has met its matching requirements. The Schedule does not
include the expenditure of non-Federal matching funds.



Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS

Butler County Transportation Improvement District
Butler County

1921 Fairgrove Avenue

Hamilton, Ohio 45011

To the Board of Trustees:

We have audited, in accordance with auditing standards generally accepted in the United States and the
Comptroller General of the United States’ Government Auditing Standards, the financial statements of
the governmental activities, each major fund, and the aggregate remaining fund information of the Butler
County Transportation Improvement District, Butler County, (the District) as of and for the year ended
December 31, 2016, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements and have issued our report thereon dated June 12, 2017.

Internal Control Over Financial Reporting

As part of our financial statement audit, we considered the District's internal control over financial
reporting (internal control) to determine the audit procedures appropriate in the circumstances to the
extent necessary to support our opinion on the financial statements, but not to the extent necessary to
opine on the effectiveness of the District’s internal control. Accordingly, we have not opined on it.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, when performing their assigned functions, to prevent, or detect and timely
correct misstatements. A material weakness is a deficiency, or combination of internal control
deficiencies resulting in a reasonable possibility that internal control will not prevent or detect and timely
correct a material misstatement of the District's financial statements. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all internal control deficiencies that might be material
weaknesses or significant deficiencies. Given these limitations, we did not identify any deficiencies in
internal control that we consider material weaknesses. However, unidentified material weaknesses may
exist.

Compliance and Other Matters

As part of reasonably assuring whether the District's financial statements are free of material
misstatement, we tested its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could directly and materially affect the determination of financial
statement amounts. However, opining on compliance with those provisions was not an objective of our
audit and accordingly, we do not express an opinion. The results of our tests disclosed no instances of
noncompliance or other matters we must report under Government Auditing Standards.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577

www.ohioauditor.gov
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Butler County Transportation Improvement District

Butler County

Independent Auditor’'s Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditor Standards

Page 2

Purpose of this Report
This report only describes the scope of our internal control and compliance testing and our testing results,
and does not opine on the effectiveness of the District’s internal control or on compliance. This report is

an integral part of an audit performed under Government Auditing Standards in considering the District's
internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

/

Dave Yost
Auditor of State

Columbus, Ohio

June 12, 2017


jrhelle
Yost Signature


Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO THE MAJOR FEDERAL PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Butler County Transportation Improvement District
Butler County

1921 Fairgrove Avenue

Hamilton, Ohio 45011

To the Board of Trustees:
Report on Compliance for the Major Federal Program

We have audited the Butler County Transportation Improvement District’s (the District) compliance with
the applicable requirements described in the U.S. Office of Management and Budget (OMB) Compliance
Supplement that could directly and materially affect the Butler County Transportation Improvement
District's major federal program for the year ended December 31, 2016. The Summary of Auditor’'s
Results in the accompanying schedule of findings identifies the District’'s major federal program.

Management’s Responsibility

The District's Management is responsible for complying with federal statutes, regulations, and the terms
and conditions of its federal awards applicable to its federal program.

Auditor’s Responsibility

Our responsibility is to opine on the District’s compliance for the District's major federal program based on
our audit of the applicable compliance requirements referred to above. Our compliance audit followed
auditing standards generally accepted in the United States of America; the standards for financial audits
included in the Comptroller General of the United States’ Government Auditing Standards; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). These standards and
the Uniform Guidance require us to plan and perform the audit to reasonably assure whether
noncompliance with the applicable compliance requirements referred to above that could directly and
materially affect a major federal program occurred. An audit includes examining, on a test basis,
evidence about the District’'s compliance with those requirements and performing such other procedures
as we considered necessary in the circumstances.

We believe our audit provides a reasonable basis for our compliance opinion on the District’'s major
program. However, our audit does not provide a legal determination of the District’s compliance.

Opinion on the Major Federal Program

In our opinion, the Butler County Transportation Improvement District complied, in all material respects
with the compliance requirements referred to above that could directly and materially affect its’ major
federal program for the year ended December 31, 2016.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577

www.ohioauditor.gov
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Butler County Transportation Improvement District

Butler County

Independent Auditor’'s Report on Compliance with Requirements
Applicable to the Major Federal Program and on Internal Control Over
Compliance Required by the Uniform Guidance
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Other Matters

The results of our auditing procedures disclosed an instance of noncompliance which Uniform Guidance
requires us to report, described in the accompanying schedule of findings as item 2016-001. Our opinion
on the major federal program is not modified with respect to these matters.

The District's response to our noncompliance finding is described in the accompanying schedule of
findings and corrective action plan. We did not audit the District's response and, accordingly, we express
no opinion on it.

Report on Internal Control Over Compliance

The District’s management is responsible for establishing and maintaining effective internal control over
compliance with the applicable compliance requirements referred to above. In planning and performing
our compliance audit, we considered the District’'s internal control over compliance with the applicable
requirements that could directly and materially affect a major federal program, to determine our auditing
procedures appropriate for opining on each major federal program’s compliance and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not to the extent needed to
opine on the effectiveness of internal control over compliance. Accordingly, we have not opined on the
effectiveness of the District’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, when performing their assigned functions, to
prevent, or to timely detect and correct, noncompliance with a federal program’s applicable compliance
requirement. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a federal program’s compliance requirement will not be prevented, or timely detected
or corrected. A significant deficiency in internal over compliance is a deficiency or a combination of
deficiencies in internal control over compliance with a federal program’s applicable compliance
requirement that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. Therefore, we cannot assure
we have identified all deficiencies in internal control over compliance that might be material weaknesses
or significant deficiencies. However, we identified a certain deficiency in internal control over compliance
that we consider to be a material weakness, described in the accompanying schedule of findings as item
2016-001.

The District’s response to our internal control over compliance finding is described in the accompanying
schedule of findings and corrective action plan. We did not audit the District’'s response and, accordingly,
we express no opinion on it.

This report only describes the scope of our tests of internal control over compliance and the results of this
testing based on the Uniform Guidance requirements. Accordingly, this report is not suitable for any other
purpose.
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Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have also audited the financial statements of the governmental activities, each major fund and the
aggregate remaining fund information of Butler County Transportation Improvement District (District),
Butler County, Ohio as of and for the year ended December 31, 2016, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements. We issued our
unmodified report thereon dated June 12, 2017. We conducted our audit to opine on the District's basic
financial statements as a whole. The accompanying schedule of expenditures of federal awards presents
additional analysis required by the Uniform Guidance and is not a required part of the basic financial
statements. The schedule is management’s responsibility, and was derived from and relates directly to
the underlying accounting and other records management used to prepare the basic financial statements.
We subjected this schedule to the auditing procedures we applied to the basic financial statements. We
also applied certain additional procedures, including comparing and reconciling this schedule directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, this schedule is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

/

Dave Yost
Auditor of State

Columbus, Ohio

June 12, 2017


jrhelle
Yost Signature
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BUTLER COUNTY TRANSPORTATION IMPROVEMENT DISTRICT

BUTLER COUNTY

SCHEDULE OF FINDINGS
2 CFR §200.515
DECEMBER 31, 2016

1. SUMMARY OF AUDITOR’S RESULTS

()[EB]0)] Type of Financial Statement Opinion Unmodified
(d)(Q)(ii) Were there any material weaknesses in internal | None

control reported at the financial statement

level (GAGAS)?
(d)(@Q)(ii) Were there any significant deficiencies in None

internal control reported at the financial

statement level (GAGAS)?
(d)(Q)(iii) Was there any reported material None

noncompliance at the financial statement level

(GAGAS)?
(d)(Q)(iv) Were there any material weaknesses in internal | Yes

control reported for major federal programs?
(d)(Q)(iv) Were there any significant deficiencies in None

internal control reported for major federal

programs?
(d)(D)(v) Type of Major Programs’ Compliance Opinion Unmodified
(d)(1)(vi) Are there any reportable findings under 2 CFR | Yes

§ 200.516(a)?
(d)(Q)(vii) Major Programs (list): 20.205 Highway, Planning, &

Construction
(d)(1)(viii) Dollar Threshold: Type A\B Programs Type A: >$ 750,000
Type B: all others
(d)(1)(ix) Low Risk Auditee under 2 CFR §200.520? No
2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS
None




Butler County Transportation Improvement District
Butler County

Schedule of Findings

Page 2

3. FINDINGS FOR FEDERAL AWARDS

Schedule of Expenditures of Federal Awards

Finding Number 2016-001

CFDA Title and Number CFDA #20.205 — Highway Planning & Construction Grant
Federal Award Identification Number | 2016

/ Year

Federal Agency U.S. Department of Transportation

Pass-Through Entity Ohio Department of Transportation

Repeat Finding from Prior Audit? No Finding Number | N/A

(if repeat)

Noncompliance and Material Weakness

2 CFR 8200.510(b) provides that the auditee must prepare a schedule of expenditures of Federal awards
for the period covered by the auditee's financial statements which must include the total Federal awards
expended as determined in accordance with §200.502 Basis for determining Federal awards expended
which states the determination of when a Federal award is expended must be based on when the activity
related to the Federal award occurs.

The District reported expenses on the 2016 Schedule of Expenditures of Federal Awards (SEFA) which
related to activity that occurred in 2015. This resulted in the Highway Planning and Construction Grant
being overstated by $1,587,598 on the 2016 SEFA. The District has made this adjustment to the SEFA to
properly reflect the 2016 activity.

Failure to accurately prepare the SEFA may result in noncompliance with the Uniform Guidance
requirements and/or compromise the District’s ability to obtain federal awards in the future.

We recommend the District implement procedures to track and readily identify the expenditures of all
federal awards and the year in which the activity related to the Federal award occurs. The District should
then use this data to prepare the SEFA accurately each year.

Officials’ Response:
The District has evaluated the inaccurate compilation of the federal schedule regarding when
reimbursements and direct payments to vendors are reported. The District will update the federal

schedule tracking file quarterly instead of annually to help report expenditures correctly in the appropriate
fiscal year when they are expended.

10



BUTLER COUNTY TRANSPORTATION IMPROVEMENT DISTRICT

BUTLER COUNTY

CORRECTIVE ACTION PLAN
2 CFR § 200.511(c)
DECEMBER 31, 2016

Finding Planned Corrective Anticipated Responsible
Number Action Completion Contact
Date Person
2016-001 | The District has evaluated the inaccurate FY2017 Sean

compilation of the federal schedule regarding
when reimbursements and direct payments to
vendors are reported. The District will update the
federal schedule tracking file quarterly instead of
annually to help report expenditures correctly in
the appropriate fiscal year when they are
expended

Fraunfelter

11
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INTRODUCTORY
SECTION

Two of the recent developments around the $41 million Liberty Interchange. Top
picture is Christ Hospital located at the northeast corner. Bottom picture is the new
five story hotel on the southeast corner. The Liberty Interchange development is
located in the northwest corner.
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FINANCIAL
SECTION

South Hamilton Crossing with the new MSE wall where the new overpass at the
railroad crossing will be constructed (top). The western end that is being built up to
accommodate the increased height of the road (bottom.)
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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

Butler County Transportation Improvement District
Butler County

1921 Fairgrove Avenue

Hamilton, Ohio 45011

To the Board of Trustees:
Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major fund,
and the aggregate remaining fund information of Butler County Transportation Improvement District,
Butler County, Ohio (the District), as of and for the year ended December 31, 2016, and the related notes
to the financial statements, which collectively comprise the District’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in accordance
with auditing standards generally accepted in the United States of America and the financial audit
standards in the Comptroller General of the United States’ Government Auditing Standards. Those
standards require us to plan and perform the audit to reasonably assure the financial statements are free
from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The procedures
selected depend on our judgment, including assessing the risks of material financial statement
misstatement, whether due to fraud or error. In assessing those risks, we consider internal control
relevant to the District's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not to the extent needed to opine on the
effectiveness of the District's internal control. Accordingly, we express no opinion. An audit also includes
evaluating the appropriateness of management’s accounting policies and the reasonableness of their
significant accounting estimates, as well as our evaluation of the overall financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinions.

Corporate Centre of Blue Ash, 11117 Kenwood Road, Blue Ash, Ohio 45242
Phone: 513-361-8550 or 800-368-7419 Fax: 513-361-8577
www.ohioauditor.gov
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Butler County Transportation Improvement District
Butler County

Independent Auditors’ Report

Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of Butler County Transportation Improvement District, Butler County, Ohio, as of
December 31, 2016, and the respective changes in financial position thereof for the year then ended in
accordance with the accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require this presentation to
include Management’s discussion and analysis, Required budgetary comparison schedules and
schedules of net pension liabilities and pension contributions listed in the table of contents, to supplement
the basic financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, consisting of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, to the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not opine or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to opine or provide any other assurance.

Supplementary and Other Information
Our audit was conducted to opine on the District’s basic financial statements taken as a whole.

The introductory section, the financial section’s combining statements, individual fund statements and
schedules and the statistical section information present additional analysis and are not a required part of
the basic financial statements.

The statements and schedules are management’s responsibility, and derive from and relate directly to the
underlying accounting and other records used to prepare the basic financial statements. We subjected
these statements and schedules to the auditing procedures we applied to the basic financial statements.
We also applied certain additional procedures, including comparing and reconciling statements and
schedules directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves in accordance with auditing standards
generally accepted in the United States of America. In our opinion, these statements and schedules are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

We did not subject the introductory section and statistical section information to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion or any other
assurance on them.



Butler County Transportation Improvement District
Butler County

Independent Auditors’ Report
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 12, 2017,
on our consideration of the District’'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. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine on internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and compliance.

£

Dave Yost
Auditor of State

Columbus, Ohio

June 12, 2017
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TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2016

Our discussion and analysis of the Transportation Improvement District of Butler County, Ohio’s financial performance
provides an overview of the District’s financial activities for the fiscal year ended December 31, 2016. Please review it in
conjunction with the transmittal letter and the District’s basic financial statements, which begin on page 14.

FINANCIAL HIGHLIGHTS

° Total net position increased $5.8 million mainly due to the construction in progress on the South Hamilton
Crossing project and increase in the land held for resale.

o General revenues accounted for $3.4 million in revenues or 18 percent of all revenues. Program specific
revenues in the form of charges for services and capital grants accounted for $15.3 million or 82 percent of all
revenues.

. The District added $6.7 million in capital assets during the current year as the South Hamilton Crossing

construction project saw significant expenses for the right or way acquisition process.

° Among the major funds, the Liberty Interchange fund refunded the 2007 series bond to significantly reduce the
overall debt service due for an economic gain of $7.3 million.

° Although not reported as a major fund for fiscal year 2016, the District was successful in securing grant revenues
for the Salzman Road extension project. The additional grant revenue reduces the required local share for our
local government partners on the project.

° Since inception, the District has spent approximately $321 million on construction projects in Butler County
proving the District is a vital governmental tool to be used by the local governments to help increase the movement
of the Butler County residents and open up valuable acreage for development that will keep Butler County as one
of the growing communities in Ohio.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the Statement of
Activities (on pages 14-15) provide information about the activities of the District as a whole and present a longer term
view of the District’s finances. Fund financial statements start on page 14. These statements tell how these services were
financed in the short term as well as what remains for future spending. Fund financial statements also report the District’s
operations in more detail than the government-wide statements by providing information about the District’s most
financially significant funds.



TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2016

Reporting the District as a Whole
The Statement of Net Position and the Statement of Activities

The analysis of the District as a whole begins on page 6. One of the most important questions asked about the District’s
finances is “Is the District as a whole better off or worse as a result of the year’s activities?” The Statement of Net
Position and the Statement of Activities report information about the District as a whole and about its activities in a way
that helps answer this question. These statements include all assets, deferred outflows, liabilities and deferred inflows
using the accrual basis of accounting, which is similar to accounting used by most private-sector companies. Accrual of
the current year’s revenues and expenses are taken into account regardless of when cash is received or paid.

These two statements report the District’s Net Position and changes in it. You can think of the District’s Net Position,
the difference between assets and deferred outflows, what the District owns, and liabilities and deferred inflows, what
the District owes, as one way to measure the District’s financial health, or financial position. Over time, increases or
decreases in the District’s Net Position are one indicator of whether its financial health is improving or deteriorating.
You will need to consider other nonfinancial factors, however, such as changes in the District’s jurisdictional area, the
availability of capital project needs and continuing local government support to assess the overall health of the District.

Reporting the District’s Most Significant Funds
Fund Financial Statements

The analysis of the District’s major funds begins on page 8. The fund financial statements begin on page 16 and provide
detailed information about the most significant funds, not the District as a whole. Some funds are required to be
established by State law. However, the Board of Trustees establishes many other funds to help control and manage money
for particular purposes (ex. various capital projects funds). The District only has governmental funds.

Governmental Funds: The District’s services are reported in governmental funds, which focus on how money flows into
and out of those funds and the balances left at year-end that are available for spending. These funds are reported
using an accounting method called modified accrual accounting, which measures cash and all other financial assets that
can readily be converted to cash. The governmental fund statements provide a detailed short-term view of the District’s
operations and the services it provides. Governmental fund information helps you determine whether there are more
or fewer financial resources that can be spent in the near future to finance the District’s programs. We describe the
relationship (or differences) between governmental activities (reported in the Statement of Net Position and the
Statement of Activities) and governmental funds in a reconciliation beside the fund financial statements.

Notes to the Financial Statements: The notes provide additional information that is essential to a full understanding of
the data provided in the governmental-wide and fund financial statements. The notes to the financial statements can be
found on pages 20-42 of this report.

Other information: In addition to the basic financial statements and accompanying notes, this report also presents
supplementary information, combining and individual fund statements and schedules and statistical information which
can be found on pages 43-79 of this report.



TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2016

THE DISTRICT AS AWHOLE

The District’s total Net Position changed from a year ago as a result of additional intergovernmental revenue held for the
South Hamilton Crossing construction project. Our analysis below focuses on the Net Position (Table 1) and Changes
in Net Position (Table 2) of the District’s governmental activities.

Table 1
Net Position (in millions)

2013 2016 2013 2016
Current and other assets 5 167 5 8.0 Deferred Inflows 5 (0.1} 5 -
Capital assets
Total Assets 229 222 HNet position:
Investment in capital assets 62 133
Deferred Cutflows 02 1.6 Eestricted 13.8 1.3
Unrestricted (44.7) (34.00
Long-term obligations (46.5) (32.6) Total net position 5 (24.7) 5 (13.9)
Other liahilities (1.3) (3.1)
Total Liabilities (47.8) (42.7)

During 2015, the District adopted GASB Statement 68, “Accounting and Financial Reporting for Pensions—an
Amendment of GASB Statement 27,” which significantly revises accounting for pension costs and liabilities. For reasons
discussed below, many end users of this financial statement will gain a clearer understanding of the District’s actual
financial condition by adding deferred inflows related to pension and the net pension liability to the reported net position
and subtracting deferred outflows related to pension.

Governmental Accounting Standards Board standards are national and apply to all government financial reports prepared
in accordance with generally accepted accounting principles. When accounting for pension costs, GASB 27 focused on a
funding approach. This approach limited pension costs to contributions annually required by law, which may or may not
be sufficient to fully fund each plan’s net pension liability. GASB 68 takes an earnings approach to pension accounting;
however, the nature of Ohio’s statewide pension systems and state law governing those systems requires additional
explanation in order to properly understand the information presented in these statements.

Under the new standards required by GASB 68, the net pension liability equals the District’s proportionate share of each
plan’s collective:

1. Present value of estimated future pension benefits attributable to active and inactive
employees’ past service
2 Minus plan assets available to pay these benefits



TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2016

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment exchange” — that is, the
employee is trading his or her labor in exchange for wages, benefits, and the promise of a future pension. GASB noted that
the unfunded portion of this pension promise is a present obligation of the government, part of a bargained-for benefit to
the employee, and should accordingly be reported by the government as a liability since they received the benefit of the
exchange. However, the District is not responsible for certain key factors affecting the balance of this liability. In Ohio,
the employee shares the obligation of funding pension benefits with the employer. Both employer and employee
contribution rates are capped by State statute. A change in these caps requires action of both Houses of the General
Assembly and approval of the Governor. Benefit provisions are also determined by State statute. The employee enters the
employment exchange with the knowledge that the employer’s promise is limited not by contract but by law. The
employer enters the exchange also knowing that there is a specific, legal limit to its contribution to the pension system. In
Ohio, there is no legal means to enforce the unfunded liability of the pension system as against the public employer. State
law operates to mitigate/lessen the moral obligation of the public employer to the employee, because all parties enter the
employment exchange with notice as to the law. The pension system is responsible for the administration of the plan.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences (i.e. sick and vacation
leave), are satisfied through paid time-off or termination payments. There is no repayment schedule for the net pension
liability. As explained above, changes in pension benefits, contribution rates, and return on investments affect the balance
of the net pension liability, but are outside the control of the local government. In the event that contributions, investment
returns, and other changes are insufficient to keep up with required pension payments, State statute does not assign/identify
the responsible party for the unfunded portion. Due to the unique nature of how the net pension liability is satisfied, this
liability is separately identified within the long-term liability section of the statement of net position.

In accordance with GASB 68, the District’s statements prepared on an accrual basis of accounting include an annual
pension expense for their proportionate share of each plan’s change in net pension liability not accounted for as deferred
inflows/outflows.

Other than pensions, net position of the District’s activities increased significantly. Unrestricted net position, the part of
net position that can be used to finance day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements - increased from 2015 as the District refinanced the 2007 Series Liberty
Interchange Special Obligations bonds using cash reserves to reduce the overall balance due. The District also saw the net
investment in capital assets increase $7.1 million with construction in progress on three projects for the District in 2016.

The District also saw the current assets decrease by $7.8 million as the District used restricted cash reserves to reduce the
refunding bond amount and paid back the 2015 and 2016 required contributions under the funding agreement during fiscal
year 2016. The deferred outflow of resources increased significantly as there is a deferred charge on the refunding bonds
for 2016.
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Table 2 compares the 2015 change in net position to the 2016 change in net position.

Table 2
Changes in Net Position for 2016
Compared with 2015 activity
(in millions)

2015 2016 Change

Program Revenues:
Charges for Services $ - $ 04 § 04
Capital Grants 12.7 149 2.2

General Revenues:
Other 0.3 05 0.2
Total Revenues 13.0 158 2.8

Program Expenses

General Government 02 03 01
Intergovernmental 47 101 54
Interest of Long-Term Debt 24 1.8 (0.6)
Fiscal Charges - 0.7 0.7
Total Expenses 7.3 129 56
Excess before Special tems 5T 29 (2.8)
Special ltem 0.8 29 2.1
Change in Net Position 6.5 58 (0.7)
Beginning Net Position {31.2) (24.7) 6.5
Ending Net Position $§ (247) $§ (189) § 58
2016 Governmental Activities Revenues 2016 Governmental Activities Expenses
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The District saw expenses increase from 2015 to 2016 mainly from a larger return of excess monies on the Liberty
Interchange debt service deposits to Butler County and Liberty Township. The increase in revenues is attributed to state,
federal and local contributions/reimbursements for the South Hamilton Crossing project.

Table 3 presents the cost of each of the District’s programs as well as each program’s net cost (total cost less revenues
generated by activities). The net cost shows the financial burden that was placed on the District by each of these

functions.

Table 3
Governmental Activities
(in millions)
Total Cost of Services Net Cost of Services
2015 2016 2015 2016

General Government 3 2 % 03 § 45 £ 79
Intergovernmental 47 10.0 0.4 (5.5)
Interest on Long-Term Debt 24 1.8 0.5 0.7
Fiscal Charges - 0.7 - (0.7)
Total Expenses $§ 73 § 128 $ 54 § 24

As the table above shows, the District works hard to cover the expenses/services the District provides. The interest on long-
term debt is specifically covered by intergovernmental agreements. The District repays Liberty Township and Butler
County any excess funds on their revenue contributions for the Liberty Interchange debt service which 2015 and 2016 were
both paid in 2016. The funds received are accounted for a capital grant against both the interest and intergovernmental
expenses. The net cost of services for general government is significantly higher than 2015 as the District received revenue
for the South Hamilton Crossing project expenses that are capitalized onto the statement of net position under construction

in progress.
THE DISTRICT’S FUNDS

Table 4 presents the fund balances of the individual major funds and total nonmajor funds and an analysis of significant
changes in the fund balances.

Table 4
Year End Fund Balances in (Millions)
2015 2016 % Change
General $ 49 § 74 51.0%
Liberty Interchange 114 (14) -112.3%
State Route 4 Bypass Widening (0.2) (04) -100.0%
South Hamilton Crossing 05 18 260.0%
Nonmajor Funds - - 0.0%

Total Govermnmental Balances $§ 166 % 74 -55 494
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The General Fund realized an increase of $2.5 million as the value of the land held for resale was increased due to the
timing on the purchase sale agreement on the 14.8 acre parcel the District owns. The District did pay the District’s
contribution to the South Hamilton Crossing project during 2016 as well. The District will receive a total of $750,000 over
three years as an administration fee on the project.

The 112% decrease for the Liberty Interchange Fund is attributed to returning the contributions from Butler County,
Liberty Township and West Chester Township under funding agreement and using the available cash reserves to pay down
the principal balance as part of the 2007 Series refunding.

The State Route Bypass 4 Widening Fund decreased by 100% from the prior year as the District has used the
remaining trust funds used to pay down the principal on the outstanding bonds resulting in the negative fund balance being
reported for the District’s expenditures in prior years for engineering on the project that were paid from the District.

The South Hamilton Crossing Fund increased by 260% as the City of Hamilton deposited construction local match
contributions during 2016 along with the respective amount each utility owes on the construction draw requests.

The Other Nonmajor Funds accounts for the funds the District still maintains that have little to no balance in them.
These funds account for prior projects the District has worked on and are finished but not officially closed out on the
District’s books. The District will leave the fund open until all possible phases of the project are completed or other related
activity along the project corridor is completed. The District expects to close out several of these nonmajor funds over the
next year. The Salzman Road relocation project was initiated in the fourth quarter of 2014. For 2015 only reported
engineering expenditures and reimbursements and 2016 saw similar expenditures including right of way. Fiscal year 2017,
will result in construction commencing.

Table 5 presents a summary of governmental fund revenues for the 2014 fiscal year and the amounts and percent- ages
of increases and decreases in relation to the prior year.

Table 5
Total Governmental Fund Revenues

Increase Percent
2016 Percent (Decrease) Increase
Revenue Source Amaunt of Total Over 2015 (Decrease)
Intergovemmental $ 14,600,701 951% § 1,926 640 15.2%
Charges for Services 387,318 2.5% 368,797 2110.6%
Investment Eamings 17,057 0.5% 44 705 r 138.2%
Other 289,714 1.9% 134 447 86.6%
Total $ 15354790 1000% % 2475589 19.2%

The 15% increase in intergovernmental revenues is related to the state, federal and local contributions for the construction
component of the South Hamilton Crossing project.

Investments Earnings doubled during 2016 as District invested certain Liberty Interchange Fund restricted balances and

also operating fund balances in something other than very low yielding money market mutual funds. The District’s

increase in other revenues relates to receipt of CSX Transportation contribution on the South Hamilton Crossing Project.
10
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The District also saw Charges for Services increase significantly as the first draw on the South Hamilton Crossing
administration fee took place during fiscal year 2016 as opposed to 2015 only receiving shared services administration fees
from the Montgomery County TID for accounting services.

Table 6 presents the General Fund budget and the difference between the original budget and final budget for fiscal year
2016. Table 7 discusses the variance between the final budget and the actual results for the fiscal year.

Original versus Final Budget

Table 6
Original and Final Budget - General Fund

Original Final WVariance

Revenues:
Charges for Services $ 195000 $ 135000 $ (60,000)
Investment Earmings 5,000 15,000 10,000
Other - 3,000 3,000
Expenditures:
Current:

General Govemment 318,679 306,606 12,073

The District’s charges for services were initially budgeted for the full amount in the general fund but part of those funds
were used to reimburse out of pocket expenses in the South Hamilton Crossing fund. The investment earnings increased as
the District has more funds to invest during the year and increased the budget. The budgeted expenditures were reduced as
District reduced contractual services but increase personal services amounts due to the additional the TID Director spent on
project work opposed to outscoring.

Final Budget versus Actual
Table 7

Final Budget versus Actual Results
General Fund

Final

Budget Actual Varnance
Revenues:
Charges for Services 5 135000 % 131500 $  (3.500)
Investment Eamings 15,000 13.284 (1,716)
Other 3,000 3,073 73
Expenditures:
Current:

General Government 306,606 287 702 18,904

As discussed above, the District worked through 2016 with a very lean operating system. Charges for services revenue were
under as not as many hours were used under the shared accounting agreement. The District continues to focus on bringing
expenditures in under budget so the additional hours anticipated for staff weren’t needed.

11



TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2016

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At year-end, the District had $13.3 million invested in construction in progress assets. This amount represents an increase
of $7 million, or 113%, over the last year. The District spent that funds on the South Hamilton Crossing project for
construction, which accounts for the majority of the increase. For more information on capital assets, see Note 6 of the
financial statements.

Debt Administration

At year end, the District had $31.1 million in special obligation bonds for construction of the Liberty Interchange related
projects outstanding. The debt is backed by intergovernmental agreements with Liberty Township, Butler County and
West Chester Township. The project financing would not have occurred without the commitment of those governments.
The original 2007 series bonds were refunded during the year with $42.8 million placed in escrow. For more detailed
information on this transaction, refer to Note 9 of the basic financial statements.

During 2009, the District saw the City of Hamilton, Butler County and Fairfield Township agree to support a $7.3 million
special obligation bond for the local share on the District’s phases of the State Route 4 Bypass widening project. The
bonds were issued under the economic recovery zone bond program so the participating governments received a 45%
credit on the interest paid. This is critical for helping reduce the overall burden to these governments. The debt was
reduced by $300,000 during the year. For more detailed information on this transaction, refer to Note 9 of the basic
financial statements.

ECONOMIC FACTORS

The District has operated in Southeastern Butler County since its 1994 formation. The District is focusing on three projects.
First, the South Hamilton Crossing project that will open up significant developable acreage within the City of Hamilton.
The District was successful in obtaining $10 million for construction funding through TRAC that also required significant
local contributions from the City. The District is also working on the development potential in the Cities of Monroe and
Middletown for the Salzman Road project. The District was successful in securing a grant for engineering funds through
the Ohio Jobs and Commerce program. The District also obtained $1.68 million for construction through OKI and $0.5
million from Ohio Jobs and Commerce. Lastly, the District is involved with the interchange modification study of the
Interstate 75, State Route 129, and Liberty Way interchange. At this point the extent of the District’s involvement beyond
the initial engineering work is unknown.

It is important that the District is able to succeed in the development of these projects not only for Butler County and its
residents, but also for the longevity of the District. The District has no continuing revenue source except an administration
fee charged on the various projects that it conducts. With additional construction projects to better the transportation
quality in Butler County, the District will continue to provide the residents of Butler County with an easier way to get
from one place to the next. The District has also been engaged by Fairfield Township during 2017 to evaluate two different
projects for infrastructure and economic development.

The District still has approximately fifteen acres of developable land in the Liberty Interchange area along the northeast
corner of the Cox Road/Liberty Way intersection. The District currently has a purchase agreement to sell the land to a
developer. With the Liberty Center Development across Interstate 75 and the respective construction of a new Christ
Hospital facility adjacent to this property, the District is looking at the revenue from this property to fund the administrative
function and possibly initiate future project development as determined by our Director and Board of Trustees.

12
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REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances for all those with an interest in the
government’s finances. Questions concerning any of the information provided in this report or requests for additional
financial information should be addressed to the Office of the Finance Director, 1921 Fairgrove Ave., Hamilton, Ohio
45011

Sean Fraunfelter, CPA
Finance and Administration
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TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Reporting Entity

The Transportation Improvement District of Butler County (the “District”) is a body, both
corporate and politic, created for the purpose of financing, constructing, maintaining, repairing
and operating selected transportation projects. The District was specifically formed under the
auspices of House Bill 154, and Ohio Revised Code, Chapter 5540, as amended, and created
by action of the Board of County Commissioners of Butler County on December 7, 1993.

The District is a jointly governed entity administered by a Board of Trustees (“Board”) that
acts as the authoritative and legislative body of the entity. The Board is comprised of eighteen
board members, of which thirteen are voting and five are non-voting appointed by the relative
member governments. Of the eighteen, three are elected as officers of the District;
Chair(person), Vice-Chair(person), and Secretary-Treasurer. Each Officer serves a term of
one year; there are no term limits for reappointment. The member governments include the
following political subdivisions: Butler County, the City of Hamilton, the City of Fairfield,
Fairfield Township, West Chester Township, Liberty Township, the State of Ohio, and the
Ohio-Kentucky-Indiana Regional Council of Governments. No board members receive
compensation for serving on the Board, except for the Director.

The Board of Trustees annually appoints the Chair(person) of the Board from existing board
members. The Chair responsibilities are to preside at all meetings of the Board; be the chief
officer of the District; perform all duties commonly incident to the position of presiding officer
of a board, commission or business organization and exercise supervision over the business of
the District, its officers and employees.

The Board of Trustees appoints a Director of the District. The position of the Director is a
non-voting position on the Board, and the Director receives annual compensation for his
duties. The compensation package of the Director is passed by resolution of the Board. The
Director’s main responsibility is acting as chief executive officer of the District as prescribed
by the Board of Trustees.

The accompanying statements of the District have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as
applicable to governmental units. The financial statements include all organizations, activities,
and functions that comprise the District. Component units are legally separate entities for
which the District (the primary entity) is financially accountable. Financial accountability is
defined as the ability to appoint a voting majority of the organization’s governing body and
either (1) the District’s ability to impose its will over the organization or (2) the potential that
the organization will provide a financial benefit to, or impose a financial burden on, the
District. Using these criteria, the District has no component units.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B. Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net position and the statement
of activities) report information on all of the activities of the District.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include 1) charges to
customers or applicants who purchase, use or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or
segment. Other items not properly included among program revenues are reported instead as
general revenues. Major individual governmental funds are reported as separate columns in
the fund financial statements.

C. Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of related cash
flows. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the District considers revenues to be available if they are
collected within sixty days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting.

Intergovernmental reimbursements associated with the current fiscal period are all considered
susceptible to accrual and have been recognized as revenues of the current fiscal period within
the government wide statements. All other revenue items are considered measurable and
available only when the District receives the actual revenue.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Accounting

The District uses funds to maintain its financial records during the year. A fund is defined as a
fiscal and accounting entity with a self-balancing set of accounts. The District only uses
governmental funds.

Governmental Funds

Governmental funds are those through which most governmental functions typically are
financed. Governmental funds reporting focuses on the sources, uses and balances of current
financial resources. Expendable assets are assigned to the various governmental funds
according to the purpose for which they may or must be used. Current liabilities are assigned
to the fund from which they will be paid. The difference between governmental fund assets
and liabilities and deferred inflows is reported as fund balance.

The District reports the following major governmental funds:

General Fund — The General Fund is used to account for all financial resources of the District
except those required to be accounted for in another fund. The general fund balance is
available to the District for any purpose provided it is expended or transferred according to the
general laws of Ohio and the bylaws of the District.

Liberty Interchange Capital Projects Fund — This project involved the reconfiguration of the
State Route 129 Extension at Interstate 75. The interchange was reconstructed to allow an
eastward movement through a collector-distributor connection with Liberty Way. This fund
also accounted for the auxiliary road improvements around the interchange. The TID
completed financing for the project during 2007 while right of way acquisition started in 2006.
The ground breaking for the project was done in the fourth quarter of 2007. The project was
completed and open to traffic in October 2009. The local governments have revenue
contribution agreements in place to cover the debt service. During 2015, the District has
started an interchange modification study to evaluate traffic patterns from development.

State Route 4 Bypass Widening Capital Projects Fund — This project accounted for the
engineering and environmental work to proceed with widening State Route 4 Bypass from the
two terminus points on State Route 4. The TID and Butler County Engineer received stimulus
funding and other state grants to complete Phases 1, 2, and 3 which started in 2010 and were
open to traffic in 2011. The City of Fairfield was under construction for their phase during
2010 and completed it during 2012. The District finished the construction aspect of Phase 5A
during 2012. The local governments are continuing to pay for the related debt service on the
project.

South Hamilton Crossing Fund — This project accounts for the study, engineering, right of way
acquisition and construction of a railroad overpass along Grand Avenue in the southern
portion of the City of Hamilton. The TID has entered into as agreements with the City for
overseeing the engineering and environmental process and right-of-way acquisition. The
District was successful in receiving a $10 million allocation through the Ohio Department of
Transportation’s TRAC project to fund a large portion of the construction cost.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenues - Exchange and Non-Exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives
essentially equal value, is recorded on the accrual basis when the exchange takes place. On a
modified accrual basis, revenue is recorded in the fiscal year in which the resources are
measurable and become available. Available means that the resources will be collected within
the current fiscal year or are expected to be collected soon enough thereafter to be used to pay
liabilities of the current fiscal year.

Nonexchange transactions, in which the District receives value without directly giving value in
return, includes grants and donations. On an accrual basis, revenue from grants and donations
is recognized in the fiscal year in which all eligibility requirements have been satisfied.
Eligibility requirements include timing requirements, which specify the year when the
resources are required to be used or the fiscal year when use is first permitted, matching
requirements, in which the District must provide local resources to be used for a specific
purpose, and expenditure requirements, in which the resources are provided to the District on a
reimbursement basis. On a modified accrual basis, revenue from nonexchange transactions
must be available before it can be recognized.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position represents a composition of net position that
applies to future periods and so will not be recognized as an outflow of resources until then.
The District reports deferred outflows of resources on the government-wide statement of net
position for pension items, deferred charge on 2016 refunding bond issue and prepaid
insurance on the two outstanding bond issues. The deferred outflows of resources related to
pension are explained in Note 7.

Deferred inflows of resources represent an acquisition of net position that applies to a future
period and will be recognized until that time. Grants received before the eligibility
requirements are met and pensions are also recorded as deferred inflows of resources. Deferred
inflows of resources related to pension are reported on the government-wide statement of net
position (see Note 7). On governmental fund financial statements, receivables that will not be
collected within the available period have also been reported as deferred inflows of resources.

Expenses/Expenditures
On an accrual basis of accounting, expenses are recognized at the time they are incurred. The
measurement focus of governmental fund accounting is on decreases in net financial resources

(expenditures) rather than expenses. Expenditures are generally recognized in the accounting
period in which the related fund liability is incurred, if measurable.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Cash and Cash Equivalents

Cash received by the District is pooled for investment purposes. Equity interest in the pool is
presented as “Cash and Cash Equivalents” on the statement of net position and governmental
fund balance sheet by activity or fund. The District utilizes a financial institution for the
management of two trust accounts for the Liberty Interchange project. The balances in these
accounts are presented on the financial statements as “Restricted Cash with Fiscal Agent.”
The District maintain a “Cash in Segregated Accounts” for the retainage balance that John R.
Jurgensen has earned but not received in respect to the South Hamilton Crossing project. The
District reports “Restricted Cash and Cash Equivalents” for holding land proceeds on acreage
around the Liberty Interchange project that was purchased with bond proceeds which requires
the funds be used within the project scope or pay down debt service, various deposits held for
the construction of the South Hamilton Crossing project and the insurance deductible on the
UST Response fund.

During fiscal year 2016, investments were limited to money market mutual funds and U.S.
Agency securities.

Except for nonparticipating investment contacts, investments are reported at fair value that is
based on quoted market prices. Investment contracts and money market investments that has a
remaining maturity of one year or less at the time of purchase are reported at cost or amortized
cost.

Following Ohio statutes, the Board of Trustees has, by resolution, specified the funds to
receive an allocation of interest earnings. Interest revenue credited to the general fund during
fiscal year 2016 amounts to $18,691, with no interest assigned to other funds as they operate
on a reimbursement basis and do not receive interest. The Liberty Interchange and State Route
4 Bypass Widening capital projects funds also received interest on trust accounts of $57,536
and $584 respectively. The District maintains the South Hamilton Crossing fund monies from
the City of Hamilton in a separate bank deposit account that generated $246 for the fiscal year.

For presentation in the financial statements, investments with an original maturity of three
months or less at the time they are purchased by the District are considered to be cash
equivalents. Investments with an original maturity of more than three months that are not
purchased from the pool are reported as investments.

E. Restricted Assets

Restricted assets are cash and cash equivalents whose use is limited by legal requirements.
Restricted cash with fiscal agent represent amounts required by debt covenant to be segregated
for construction expenses and future debt service on the outstanding bonds. Restricted cash
and cash equivalents are related to City of Hamilton deposits on the South Hamilton Crossing
as local match requirements for construction.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

F. Interfund Transactions

During the course of normal operations, the District has numerous transactions between funds.

On the governmental funds balance sheet, receivables and payables resulting from short-term
interfund loans are classified as “interfund loan receivables/payables.” These amounts are
eliminated on the statement of net position.

G. Land held for Resale

The District is holding 14.8 acres at the northeast corner of Liberty Way and Cox Road
purchased with operating reserves in fiscal year 2005. A purchase option is currently in place
to sale the property to a developer in August 2016 that was extended under terms of the
agreement. The funds will be used for operating purposes when sold. Per GASB 72, “Fair
Value Measurement and Application”, the value reported was increased by $2,861,561 as the
due diligence period has passed on the purchase agreement.

H. Capital Assets

Capital assets generally result from expenditures in the governmental funds. These assets are
reported on the government-wide statement of net position but are not reported in the fund
financial statements.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions
and retirements during the year. The District maintains a capitalization threshold of $5,000.
The District does not possess any infrastructure. Improvements are capitalized; the cost of
normal maintenance and repairs that do not add to the value of the asset or materially extend
the asset’s life are not. The District maintains the ownership of the asset until a dedication plat
is filed with the participating government for recording of the road. There were no projects
dedicated during the fiscal year.

I. Prepaid Insurance

The District issued the 2016 Refunding Special Obligation Bonds in relation to the 2017
Liberty Interchange project with bond insurance to produce a lower effective interest rate on
the bonds. The District also issued the 2009 Bypass 4 Recovery Zone Bonds with bond
insurance. Under GASB 65, that initial payment is amortized over the remaining life of the
bonds.

J. Compensated Absences

The District does not accrue compensatory time on exempt employees. Sick leave is allowed
to be carried over to the next fiscal year but cannot be paid out in any case. Vacation time is
earned by the District’s administrative assistant and can be carried over into the next year with
permission of the Director. The accrued balance of $3,536 is accounted for in accrued wages
and benefits.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. Intergovernmental Revenues

For governmental funds, intergovernmental revenues, such as contributions awarded on a non-
reimbursement basis, are recorded as receivables and revenues when measurable and
available.

L. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about the
fiduciary net position of the pension plans and additions to/deductions from their fiduciary net
position have been determined on the same basis as they are reported by the pension systems.
For this purpose, benefit payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. The pension systems
report investments at fair value.

M. Fund Balance

The District reports fund balance under GASB No. 54 “Fund Balance Reporting and
Governmental Fund Type Definitions”. The District reports the following categories:

-Nonspendable fund balance relates to land held for resale of the 14.8 acres.

-Restricted fund balances related to bond proceeds maintained in segregated accounts
for construction projects. $1,822,350 restricted for capital improvements relates to the
remaining City of Hamilton allocation for funds for local match on construction grants
and $19,040 restricted for capital improvements related to local funds on the Salzman
Road extension project.

-Committed fund balances are balances the District Board has formally allocated. The
District has no balance to report in this category.

-Assigned fund balances are balances the District administration have specified the
future use. The District has no balance to report in this category.

-Unassigned fund balance is the residual classification for the General Fund and
includes all spendable amounts not contained in the other classifications. In other
governmental funds, the unassigned classification is used only to report a deficit
balance resulting from overspending for specific purposes for which amounts had
been restricted, committed, or assigned.

The District applies restricted resources first when expenditures are incurred for purposes for
which either restricted or unrestricted amounts are available.
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NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
N. Net Position

Net position presents the difference between assets, deferred inflows, liabilities and deferred
outflows in the statement of net position. Net position — net investment in capital assets is
capital assets reduced by the outstanding balances of any borrowing used for the acquisition,
construction or improvement of those assets. Net position is reported as restricted when there
are legal limitations imposed on their use by District legislation or external restrictions by
creditors, grantors, laws or regulations of other governments. The District reports a large
unrestricted net position deficit as the Liberty Interchange bonds and State Route Bypass 4
bonds are still outstanding but the related capital assets were dedicated over to the responsible
party to maintain the infrastructure.

O. Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results may differ from those estimates.

P. Reconciliation of government-wide and fund financial statements

Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net position:

The governmental fund balance sheet includes a reconciliation between fund balance - total
governmental funds and net position - governmental activities as reported in the government-
wide statement of net position. One element of that reconciliation explains that “long-term
liabilities are not due and payable in the current period and therefore are not reported in the
funds.” The details of this ($39,940,730) difference are as follows:

Special Obligation Bonds Payable ($36,830,000)
Special Obligation Bonds — Premium (4,381,374)
Accrued Interest Payable (130,234)
Deferred Charge on Refunding Bonds Payable 1,400,878
Net Adjustment to reduce fund balance - total governmental

funds to arrive at net position - governmental activities ($39,940,730)

NOTE 2 - ACCOUNTABILITY
Fund Deficits

As of December 31, 2016, Liberty Interchange, State Route 4 Bypass Widening, and State
Route 129 Extension Capital Projects Funds had deficit fund balances of $1,361,526,
$399,421 and $39,645 respectively. The deficits were created through the reimbursement
process of the District’s intergovernmental agreements with the participating local
governments. The General Fund provides transfers to cover deficit balances; however, this is
done when cash is needed rather than when accruals occur.
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NOTE 2 - ACCOUNTABILITY (Continued)

Compliance

The Liberty Interchange fund had appropriations in excess of available resources by
$1,535,431 as the District accounts for the costs to acquire the land held for resale in this fund
on a budgetary basis. The initial purchase was done as part of the project and accounted for on
a cash basis in this fund.

NOTE 3 - DEPOSITS AND INVESTMENTS

Cash resources of several individual funds are combined to form a pool of cash and
investments. In addition, investments are separately held by a number of individual funds.
The following is a list of the allowable investments for the District:

United States Treasury notes, bills, bonds, or any other obligation or security
issued by the United States Treasury or any other obligation guaranteed as to
principal or interest by the United States;

Bonds, notes, debentures, or any other obligations or securities issued by any
federal government agency or instrumentality, including but not limited to, the
federal national mortgage association, federal home loan bank, federal farm credit
bank, federal home loan mortgage corporation, government national mortgage
association, and student loan marketing association. All federal agency securities
shall be direct issuances of federal government agencies or instrumentalities;

Written repurchase agreements in the securities listed above, provided that the
market value of the securities subject to the repurchase agreement must exceed the
principal value of the agreement by at least two percent and be marked to market
daily, and that the term of the agreement must not exceed thirty days;

Interim deposits in eligible institutions applying for interim funds;

Bonds and other obligations of the State of Ohio;

No-load money market mutual funds consisting exclusively of obligations
described in the first two bullets of this section and repurchase agreements secured
by such obligations, provided that investments in securities described in this
division are made only through eligible institutions;

The State Treasury Asset Reserve of Ohio (STAR Ohio);

Certain banker’s acceptances and commercial paper notes for a period not to
exceed one hundred eighty days from the purchase date in an amount not to

exceed twenty-five percent of the interim monies available for investment at any
one time; and,
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued)

e Under limited circumstances, corporate debt obligations rated in either of the two
highest rating classifications by at least two nationally recognized rating agencies.

Investments in stripped principal or interest obligations, reverse repurchase agreements and
derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use
of leverage and short selling are also prohibited. An investment must mature within five years
from the date of purchase unless matched to a specific obligation or debt of the District, and
must be purchased with the expectation it will be held to maturity. Investments may be made
only upon delivery of the securities representing the investments to the Finance Director or, if
the securities are not represented by a certificate, upon receipt of confirmation of transfer from
the custodian.

A. Deposits

Custodial Credit Risk
Custodial Credit Risk is the risk that in the event of bank failure, the District’s deposits may
not be returned to it. The District does not have a custodial credit risk policy beyond what the
State statute requires.

At year-end the carrying amount of the District’s deposits was $3,541,329 and the bank
balance was $3,535,596. $953,727 of bank balances was covered by federal depository
insurance coverage with $2,581,869 being uninsured under federal depository coverage but
collateralized by pooled funds by each bank.

B. Investments

Custodial Credit Risk

The risk that, in the event of a failure of a counter party, the District will not be able to recover
the value of its investments or collateral securities that are in the possession of an outside
party. The District employs the use of “safekeeping” accounts to hold and maintain custody of
its investments as identified within this policy and as a means of mitigating this risk.

Interest Rate Risk

The risk that the District will incur fair value losses arising from rising interest rates. Such
risk is mitigated by the investment policy by limiting investments to certain maximum
maturities. As a rule, unless specified otherwise within the policy, investments are to have a
maximum maturity of five years unless the investment is matched to a specific expenditure.
The context of a specific investment purchase must be weighed in proportion to the remainder
of the existing investment portfolio and the “prudent investor” rule to attempt to limit such
risk.

Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. The District has no investment policy dealing with credit risk except to maintain
investments that are subject the investment policy.
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NOTE 3 - DEPOSITS AND INVESTMENTS (Continued)

During 2016, the District limited investments to securities in federal governmental agencies
and money market mutual funds. Below are the credit ratings of the District’s investments

outstanding at year end:

Rating Agency

Security Moody’s Standard &Poor’s
Dreyfus Government Prime Cash Management Fund Aaa-mf AAAM
First American Treasury Obligations Aaa-mf AAAM
Fidelity Government Fund Aaa-mf AAAM

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single user. The District’s investment policy allows investments in Federal

Agencies or Instrumentalities.

The District’s investments at December 31, 2016 are summarized below:

Average Concentration
Investment Maturity Amount Risk
Dreyfus Government Prime Cash Management Fund <60 days $63 1.12%
First American Treasury Obligations <60 days 5,357 95.44%
Fidelity Government Fund <60 days 193 3.44%
Total $5,613

NOTE 4 — INTERFUND BALANCES

Interfund balances at December 31, 2016, consist of the following individual receivables and
payables in the governmental fund balance sheet (such amounts are removed in the statement

of net position):

Interfund Interfund
Loan Loan

Fund Receivable Payable

General Fund $2,288,597 $0
Capital Projects Funds:

Liberty Interchange 0 1,705,691
State Route 4 Bypass Widening 0 399,421
South Hamilton Crossing 0 88,840
Nonmajor Funds 0 94,645
Total Capital Projects Funds 0 2,288,597
Totals $2,288,597 $2,288,597
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NOTE 4 — INTERFUND BALANCES (Continued)

During the year the capital projects funds expended monies for construction projects that are
defined as governmental reimbursement contracts. The reimbursements were not made before
year-end and the General Fund advanced monies to cover the deficits in the funds. A large
portion of the interfund payable in the Liberty Interchange fund relates to the District’s
purchase of 14.8 acres of land on the eastside of the Liberty interchange. The interfund in the
State Route 4 Bypass Widening fund relates to the payments made advance the fifth phase A
on the widening project where the District advanced the engineering funds. The District is
evaluating sources to recover those costs. The General Fund will be repaid within one year or

less once the reimbursements are received.

NOTE 5 - INTERGOVERNMENTAL REVENUES AND CHARGES FOR SERVICES

The following entities, which are a part of the District, have contributed the following funds

during 2016:

Member Name

Contribution

City of Hamilton

Ohio Department of Transportation

Butler County

Liberty Township

City of Monroe
Fairfield Township
West Chester Township
City of Middletown
Totals

$3,990,645
3,771,543
3,310,367
3,047,137

240,124
168,541
57,220
15,124

$14,600,701

Charges for services recorded in the General Fund, represents the District’s contract with the
Montgomery County TID for providing monthly financial services and part of the project
administration fee on the South Hamilton Crossing project.

NOTE 6 - CAPITAL ASSETS

Summary by category of changes in capital assets:

December 31,
Category 2015

Additions

Deletions

December 31,
2016

Construction in Progress $6,220,785

$7,041,199

$0

$13,261,984

For 2016, the right of way acquisition continued on the South Hamilton Crossing project as
well as construction started which all contributed to the increase in capital assets. The District
also capitalized construction in progress expenses for the State Route 129/Liberty
Way/Interchange 75 modification study and work on the Salzman Road extension project.

The District transferred several projects to other local governments including the related
Liberty Way Interchange projects in 2012 although the District still has the special obligation
bonds recorded the Statement of Position which results in the unrestricted net position being

reported as large deficit.
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NOTE 7 — PENSION PLANS

A. Net Pension Liability

The net pension liability reported on the statement of net position represents a liability to
employees for pensions. Pensions are a component of exchange transactions-—between an
employer and its employees—of salaries and benefits for employee services. Pensions are
provided to an employee—on a deferred-payment basis—as part of the total compensation
package offered by an employer for employee services each financial period. The obligation
to sacrifice resources for pensions is a present obligation because it was created as a result of
employment exchanges that already have occurred.

The net pension liability represents the District’s proportionate share of each pension plan’s
collective actuarial present value of projected benefit payments attributable to past periods of
service, net of each pension plan’s fiduciary net position. The net pension liability calculation
is dependent on critical long-term variables, including estimated average life expectancies,
earnings on investments, cost of living adjustments and others. While these estimates use the
best information available, unknowable future events require adjusting this estimate annually.

The Ohio Revised Code limits the District’s obligation for this liability to annually required
payments. The District cannot control benefit terms or the manner in which pensions are
financed; however, the District does receive the benefit of employees’ services in exchange for
compensation including pension.

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they
benefit from employee services; and (2) State statute requires all funding to come from these
employers. All contributions to date have come solely from these employers (which also
includes costs paid in the form of withholdings from employees). State statute requires the
pension plans to amortize unfunded liabilities within 30 years. If the amortization period
exceeds 30 years, each pension plan’s board must propose corrective action to the State
legislature. Any resulting legislative change to benefits or funding could significantly affect
the net pension liability. Resulting adjustments to the net pension liability would be effective
when the changes are legally enforceable.
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NOTE 7 — PENSION PLANS (Continued)

B. Plan Description — Ohio Public Employees Retirement System (OPERS)

Plan Description - District employees participate in the Ohio Public Employees Retirement
System (OPERS). OPERS administers three separate pension plans. The traditional pension
plan is a cost-sharing, multiple-employer defined benefit pension plan. The member-directed
plan is a defined contribution plan and the combined plan is a cost-sharing, multiple-employer
defined benefit pension plan with defined contribution features. While members (e.g. District
employees) may elect the member-directed plan and the combined plan, substantially all
employee members are in OPERS’ traditional plan; therefore, the following disclosure focuses
on the traditional pension plan.

OPERS provides retirement, disability, survivor and death benefits, and annual cost of living
adjustments to members of the traditional plan. Authority to establish and amend benefits is
provided by Chapter 145 of the Ohio Revised Code. OPERS issues a stand-alone financial
report that includes financial statements, required supplementary information and detailed
information about OPERS’ fiduciary net position that may be obtained by visiting
https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public Employees
Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 800-
222-7377.

Senate Bill (SB) 343 was enacted into law with an effective date of January 7, 2013. In the
legislation, members were categorized into three groups with varying provisions of the law
applicable to each group. The following table provides age and service requirements for
retirement and the retirement formula applied to final average salary (FAS) for the three
member groups under the traditional plan as per the reduced benefits adopted by SB 343 (see
OPERS’ CAFR referenced above for additional information):
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Group A
Eligible to retire prior to
January 7, 2013 or five years
after January 7, 2013

Group B
20 years of service credit prior to
January 7, 2013 or eligible to retire
ten years after January 7, 2013

Group C
Members not in other Groups
and members hired on or after
January 7, 2013

State and Local

Age and Service Requirements:
Age 60 with 60 months of service credit
or Age 55 with 25 years of service credit

Formula:
2.2% of FAS multiplied by years of
service for the first 30 years and 2.5%
for service years in excess of 30

State and Local

Age and Service Requirements:
Age 60 with 60 months of service credit
or Age 55 with 25 years of service credit

Formula:
2.2% of FAS multiplied by years of
service for the first 30 years and 2.5%
for service years in excess of 30

State and Local

Age and Service Requirements:
Age 57 with 25 years of service credit
or Age 62 with 5 years of service credit

Formula:
2.2% of FAS multiplied by years of
service for the first 35 years and 2.5%
for service years in excess of 35

Final average Salary (FAS) represents the average of the three highest years of earnings over a
member’s career for Groups A and B. Group C is based on the average of the five highest
years of earnings over a member’s career.

Members who retire before meeting the age and years of service credit requirement for
unreduced benefits receive a percentage reduction in the benefit amount.

When a benefit recipient has received benefits for 12 months, an annual cost of living
adjustment (COLA) is provided. This COLA is calculated on the base retirement benefit at the
date of retirement and is not compounded. For those retiring prior to January 7, 2013, the
COLA will continue to be a 3 percent simple annual COLA. For those retiring subsequent to
January 7, 2013, beginning in calendar year 2019, the COLA will be based on the average
percentage increase in the Consumer Price Index, capped at 3 percent.
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Funding Policy - The Ohio Revised Code (ORC) provides statutory authority for member and
employer contributions as follows:

State
and Local
2016 Statutory Maximum Contribution Rates
Employer 140 %
Employee 10.0 %
2016 Actual Contribution Rates
Employer:

Pension 12.0 %
Post-employment Health Care Benefits 2.0
Total Employer 140 %
Employee 10.0 %

Employer contribution rates are actuarially determined and are expressed as a percentage of
covered payroll.

The District’s contractually required contribution was $9,938 for year 2016.

C. Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions

The net pension liability was measured as December 31, 2015, and the total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that
date. The District’s proportion of the net pension liability was based on the District’s share of
contributions to the pension plan relative to the contributions of all participating entities.
Following is information related to the proportionate share and pension expense:

OPERS
Proportionate Share of the Net
Pension Liability $107,565
Proportion of the Net Pension
Liability 0.000621%
Pension Expense $15,114

At December 31, 2016, the District reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:
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OPERS

Deferred Outflows of Resources
Net difference between projected and

actual earnings on pension plan investments $31,086
Changes in proportion and differences 9,091
District contributions subsequent to the

measurement date 9,938
Total Deferred Outflows of Resources __$50,115
Deferred Inflows of Resources
Differences between expected and

actual experience $1,953

$9,938 reported as deferred outflows of resources related to pension resulting from District
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending December 31, 2017. Other amounts reported as deferred
outflows of resources and deferred inflows of resources related to pension will be recognized
in pension expense as follows:

Traditional
Plan Net
Deferred
Outflows of
Resources
Fiscal Year Ending June 30:
2016 $  (11,040)
2017 (11,456)
2018 (8,573)
2019 (7,155)
Total ($38,224)

D. Actuarial Methods and Assumptions

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts
and assumptions about the probability of the occurrence of events far into the future.
Examples include assumptions about future employment, mortality, and cost trends.
Actuarially determined amounts are subject to continual review or modification as actual
results are compared with past expectations and new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan
(the plan as understood by the employers and plan members) and include the types of
benefits provided at the time of each valuation. The total pension liability was determined
by an actuarial valuation as of December 31, 2015, using the following actuarial
assumptions applied to all prior periods included in the measurement in accordance with
the requirements of GASB 67. Key methods and assumptions used in the latest actuarial
valuations are presented on the following page.
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Key Methods and Assumptions Used in Valuation of Total Pension Liability

Actuarial Information
Valuation Date

Experience Study

Actuarial Cost Method
Actuarial Assumptions

Actuarial Investment Rate of Return
Waae Inflation

Projected Salary Increases

Cost-of-livina Adjustments

Traditional Pension Plan
December 31. 2015

5 Year Period Ended December 31, 2010

Individual entrv aae

8.00%
3.75%

4.25% - 10.05%
(includes wage inflation at 3.75%)

3.00% Simple

Mortality rates are the RP-2000 mortality table projected 20 years using Projection Scale AA.
For males, 105% of the combined healthy male mortality rates were used. For females, 100%
of the combined healthy female mortality rates were used. The mortality rates used in
evaluating disability allowances were based on the RP-2000 mortality table with no
projections. For males, 120% of the disabled female mortality rates were used, set forward two
years. For females, 100% of the disabled female mortality rates were used.

The discount rate used to measure the total pension liability was 8.0% for both the
Traditional Pension Plan and the Combined Plan. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members and those of the
contributing employers are made at the statutorily required rates. Based on those
assumptions, the pension plan’s fiduciary net position was projected to be available to make
all projected future benefit payments of current plan members. Therefore, the long-term
expected rate of return on pension plan investments for the Traditional Pension Plan was
applied to all periods of projected benefit payments to determine the total pension liability.

The following table presents the net pension liability or asset calculated using the
discount rate of 8.0%, and the expected net pension liability or asset if it were calculated
using a discount rate that is 1.0% lower or higher than the current rate.

Sensitivity of Net Pension Liability/(Asset) to Changes in the Discount Rate

1% Decrease |Current Discount 1% Increase
Employers' Net Pension Liability/(Asset) 7.0% Rate 9.0%
Traditional Pension Plan $171,380 $107,565 $53,742

37



TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE 7 — PENSION PLANS (Continued)

The allocation of investment assets within the Defined Benefit portfolio is approved by the
Board as outlined in the annual investment plan. Plan assets are managed on a total return
basis with a long-term objective of achieving and maintaining a fully funded status for the
benefits provided through the defined benefit pension plans. The following table displays
the Board-approved asset allocation policy for 2015 and the long-term expected real rates
of return.

Weighted Average
Target Long-Term Expected
Allocation for Real Rate of Return

Asset Class 2015 (Arithmetic)
Fixed Income 23.00% 2.31%
Domestic Equities 20.70 5.84
Real Estate 10.00 4.25
Private Equity 10.00 9.25
International Equities 18.30 7.40
Other Investments 18.00 4.59
TOTAL 100.00% 5.27%

The long term expected rate of return on defined benefit investment assets was determined
using a building-block method in which best-estimate ranges of expected future real rates of
return are developed for each major asset class. These ranges are combined to produce the
long-term expected rate of return by weighting the expected future real rates of return by the
target asset allocation percentage, adjusted for inflation.

OPERS manages investments in four investment portfolios: the Defined Benefit portfolio, the
Health Care portfolio, the 115 Health Care Trust portfolio and the Defined Contribution
portfolio. The Defined Benefit portfolio includes the investment assets of the Traditional
Pension Plan, the defined benefit component of the Combined Plan, the annuitized accounts
of the Member-Directed Plan, and the VEBA Plan. Within the Defined Benefit portfolio,
contributions into the plans are all recorded at the same time, and benefit payments all occur
on the first of the month. Accordingly, the money-weighted rate of return is considered to be
the same for all plans within the portfolio. The money-weighted rate of return, net of
investment expense, for the Defined Benefit portfolio is 0.40% for 2015.
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E. Average Remaining Service Life

GASB 68 requires that changes arising from differences between expected and actual
experience or from changes in actuarial assumptions be recognized in pension expense over
the average remaining service life of all employees provided with benefits through the
pension plan (active and inactive). This is to consider these differences on a pooled basis,
rather than an individual basis, to reflect the expected remaining service life of the entire
pool of employees with the understanding that inactive employees have no remaining
service period. As of December 31, 2015, the average of the expected remaining service
lives of all employees calculated by our external actuaries for the Traditional Pension Plan
was 3.1673 years. Employers should use these amounts when calculating elements of
pension expense subject to amortization requirements as defined in GASB 68 and reported
in the Schedule of Collective Pension Amounts.

NOTE 8 -POSTEMPLOYMENT BENEFITS PLANS

OPERS’ Post-Employment Health Care plan was established under, and is administrated in
accordance with, Internal Revenue Code 401(h). Each year, the OPERS Board of Trustees
determines the portion of the employer contribution rate that will be set aside for funding of
post-employment health care benefits. For 2016, the employer contribution allocated to the
members in the Traditional Plan and the Combined Plan was 2% of covered payroll. The
OPERS Board of Trustees is also authorized to establish rules for the retiree or their surviving
beneficiaries to pay a portion of the health care provided. Payment amounts vary depending on
the number of covered dependents and the coverage selected.

The District’s actual contributions that were used to fund post employment benefits in 2016,
2015, and 2014 were $1,656, $1,493, and $728, respectively, 100 percent has been contributed
for fiscal years 2016, 2015, and 2014.

In March 2016, OPERS received two favorable rulings from the Internal Revenue Service
(IRS) allowing OPERS to consolidate all health care assets into the OPERS 115 Health Care
Trust. Transition to the new health care trust structure was completed on July 1, 2016. As of
December 31, 2016, OPERS maintains a cost-sharing, multiple-employer defined benefit post-
employment health care trust, which funds multiple health care plans including medical
coverage, prescription drug coverage and deposits to Health Reimbursement Arrangement to
qualifying benefit recipients of both the Traditional and Combined Plans.

In order to qualify for health care coverage, age-and-service retirees under the Traditional
Pension and Combined plans must have 20 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 45. Please see the Plan
Statement in the OPERS 2015 CAFR for details.

The Ohio Revised Code permits, but does not require, OPERS to provide health care to its

eligible benefit recipients. Authority to establish and amend health care coverage is provided
to the OPERS Board of Trustees (OPERS Board) in Chapter 145 of the Ohio Revised Code.
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Balance Balance
December 31, December 31, Due Within
2015 Issued Retired 2016 One Year
Governmental Activities:
Special Obligation Bonds:
4.00%-5.00% 2007 $40,235,000 $0  $40,235,000 $0 $0
Premium 1,123,881 0 1,123,881 0 0
Special Obligation Bonds
1.875%-6.50% 2009 6,065,000 0 300,000 5,765,000 315,000
Premium 76,856 0 5,490 71,366 0
Refunding Bonds
2%-4% 2016 0 32,365,000 1,300,000 31,065,000 1,440,000
Premium 0 4,433,151 123,143 4,310,008 0
Net Pension Liability
OPERS 61,614 45,951 0 107,565 0
Governmental Activity
Long-Term Liabilities $47,562,351 $36,844,102 $844,642 $41,318,939 $1,755,000

Special Obligation Bonds: On February 15, 2007 the District issued $41,130,000 for the
purpose of constructing the Liberty Interchange and related infrastructure projects. The bonds
were issued for twenty-eight years with a final maturity in 2034 at an interest rate range of
four to five percent. The bonds will be repaid from the Liberty Interchange capital projects
fund trust accounts through intergovernmental agreements with Liberty Township, Butler
County and West Chester Township. A premium of $1,656,249 on the issuance of the bonds
was amortized over the life of the debt.

Refunding Bonds: On August 17, 2016 the District advance refunded the 2007 Special
Obligation Bonds with the issuance of $32,365,000 bonds. The District had enough cash
reserves along with the bond proceeds and premium to deposit $42,799,784 in an irremovable
trust with an escrow agent to provide funds for the future debt service payment on the
refunded bonds when called on December 1, 2017.

The reacquisition price exceeded the net carrying amount of the old debt by $1,440,903. This
amount is being netted against the new debt and amortized over the remaining life of the
refunded debt. The District advanced refunded the 2007 special obligation bonds to reduce its
total debt service payments by $17,113,379 and to obtain an economic gain (difference
between the present values of the debt payments on the old and new debt) or $7,353,124.

The District has pledged all future revenues from the intergovernmental agreements to repay
the $32,365,000 in refunded bonds to finance the Liberty Interchange project. The bonds are
paid from tax increment financing revenue received from Liberty Township, Butler County
and West Chester Township’s applicable properties located around the project. Total principal
and interest remaining on the bonds is $42,500,800 payable through December 2034. For the
current year, principal of $1,300,000 and interest of $1,331,109 was while total tax increment
financing revenue was $6,291,896.
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On December 16, 2009, the District issued $7,275,000 for the purpose of paying the local
share of the three phases on State Route 4 Bypass. The issue was completed under the
provisions of the economic recovery zone bond program. The District will receive a forty-five
percent refund of the interest payment annually that will be returned the local governments to
help reduce the total interest expense on the project. The bonds have a final maturity of
December 1, 2029 and will be repaid through intergovernmental agreements with Butler
County, City of Hamilton and Fairfield Township. A premium of $109,796 on the issuance of
the bonds will be amortized over the life of the debt.

The principal and interest requirements for outstanding bonds as of December 31, 2016 are as

follows:
Fiscal Year
Ending December 31,  Principal Interest Total Rate
2017 $1,755,000  $1,562,806 $3,317,806 3.00-4.75%
2018 1,810,000 1,504,644 3,314,644 4.00-5.00%
2019 1,890,000 1,428,994 3,318,994 4.00-5.125%
2020 1,965,000 1,349,513 3,314,513 4.00-5.875%
2021 2,055,000 1,264,163 3,319,163 4.00-5.875%
2022-2026 11,685,000 4,895,881 16,580,881 4.00-6.50%
2027-2031 13,210,000 2,073,800 15,283,800 4.00-6.50%
2032-2034 2,460,000 174,300 2,634,300 3.50-6.50%
Totals $36,830,000 $14,254,100 $51,084,100

NOTE 10 - CONSTRUCTION COMMITMENTS

The District has several major outstanding contracts for services. The following amounts remain on
these contracts as of December 31, 2016.

Outstanding

Project and Contractor Balance
South Hamilton Crossing — John R. Jurgensen $12,499,574
South Hamilton Crossing — Omnipro Services 1,298,937
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NOTE 11 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; damage to, and theft or
destruction of assets; errors and omissions; injuries to employees and natural disaster. During
2016, the District contracted with Cincinnati Financial Insurance Co. for liability, property,
and crime damage and RSUI Indemnity Company for public officials insurance. Coverage
provided by the companies are as follows:

Public Official Errors and Omissions Liability (Per occurrence) $1,000,000
Business Auto Coverage Liability Combined 1,000,000
Commercial General Liability 2,000,000
Commercial Property 1,000,000
Personal and Advertising Injury 1,000,000
Valuable Papers 75,000
Crime Insurance:

Forgery or Alteration 25,000

Employee Dishonesty (Per occurrence) 500,000

Surety Bond (Gregory Wilkens, Secretary/Treasurer) 500,000

The District has had no significant reduction in insurance coverage from prior years. The
District has had no settlements exceed insurance coverage for the past three years.

Workers’ compensation coverage is maintained by paying premiums to the State Bureau of
Workers’ Compensation. The premium is calculated based upon accident history and
administrative costs.

NOTE 12 - CHANGE IN ACCOUNTING PRINCIPLE

For fiscal year 2016, the District implemented the following Governmental Accounting
Standards Board (GASB) Statements that no impact of the beginning net position:

o GASB Statement No. 75, The Hierarchy of Generally Accepted Accounting Principles
for State and Local Governments

o GASB Statement No. 77, Tax Abatements Disclosures

o GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer
Defined Benefit Pension Plans

o GASB Statement No. 79, Certain External Investment Pools and Pool Participants

o GASB Statement No. 80, Blending Requirements for Certain Component Units — an

amendment of GASB Statement No. 14
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TRANSPORTATION IMPROVEMENT DISTRICT OF BUTLER COUNTY, OHIO

FUND BALANCES, GOVERNMENTAL FUNDS

LAST TEN YEARS (modified accrual basis of accounting)

General Fund
Nonspendable
Unassigned

Total General Fund

All other governmental funds
Restricted
Unassigned

Total All other governmental funds

Total Governmental Funds

General Fund
Reserved
Unreserved

Total General Fund
All other governmental funds
Reserved
Unreserved, reported in:
Debt Service
Capital Projects

Total All other governmental funds

Total Governmental Funds

Source: District financial records

2016 2015 2014 2013 2012 2011
$ 4,420,000 $ 1558439 $ - - $ - $ -
2,987,025 3,356,088 4,279,228 2,606,885 3,172,070 3,454,396
7,407,025 4,914,527 4,279,228 2,606,885 3,172,070 3,454,396
1,841,390 12,125,910 11,668,263 7,138,427 9,343,008 13,642,716
(1,800,592) (441,705) (553,914) (2,441,015) (3,314,177) (3,910,658)
40,798 11,684,205 11,114,349 4,697,412 6,028,831 9,732,058
$ 7,447,823 $ 16,598,732 $ 15,393,577 7,304,297 $ 9,200,901 $ 13,186,454
2010 2009 2008 2007
- - 154 -
3,415,701 3,523,834 3,229,925 2,815,145
3,415,701 3,523,834 3,230,079 2,815,145
11,009,788 13,526,176 15,319,008 30,608,670
(2,450,556) (3,421,084) (4,172,730) (4,343,901)
8,559,232 10,105,092 11,146,278 26,264,769
$ 11,974,933 $ 13,628,926 _$ 14,376,203 _$ 29,079,914

Note: The District implemented GASB 54 in 2011 without retroactive application.
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Dave Yost - Auditor of State

BUTLER COUNTY TRANSPORTATION IMPROVEMENT DISTRICT
BUTLER COUNTY
CLERK’S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

isan Lubbitt

CLERK OF THE BUREAU

CERTIFIED
JULY 11, 2017

88 East Broad Street, Fourth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
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