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CITY OF LOVELAND, OHIO

Letter of Transmittal
For the Year Ended December 31, 2012
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June 7, 2013

To the citizens of the City of Loveland, Ohio:

We are pleased to present the first Comprehensive Annual Financial Report for the City of Loveland for
the fiscal year ending December 31, 2012. This report has been prepared in conformity with generally
accepted accounting principles (GAAP) and guidelines recommended by the Government Finance
Officers Association of the United States and Canada (GFOA).

This report is the City management’s representations concerning the finances of the City of Loveland and
management assumes full responsibility for the completeness and reliability of all information presented
in this report. The City’s financial statements have been audited by Bastin and Company LLC, a licensed
certified public accountancy firm. The purpose of this independent audit was to provide reasonable
assurance that the basic financial statements of the City for the year ended December 31, 2012, are free of
material misstatements and findings. The independent audit involved examining, on a test basis, evidence
supporting the amounts and disclosures in the basic financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall basic financial
statement presentation.

Accounting principles generally accepted in the United States of America require that management
provide a narrative introduction, overview and analysis to accompany the basic financial statements in the
form of Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it. The City’s MD&A can be found
immediately following the independent auditor’s report.
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Letter of Transmittal
For the Year Ended December 31, 2012

PROFILE OF THE CITY

The City of Loveland is a vibrant southwestern Ohio community uniquely situated in three counties:
Clermont, Hamilton, and Warren. The City covers approximately 5.2 square miles and serves a
population of 12,160 residents. Both the nationally recognized Little Miami Scenic Bike Trail and the
Little Miami State and National Scenic River run through its downtown.

The City of Loveland operates under a Council-Manager form of government, which combines the strong
political leadership of elected officials with strong managerial experience of an appointed local
government manager. City Council is comprised of seven members elected from the City at large on a
nonpartisan basis to serve overlapping four-year terms. The Mayor is selected from among the Council
members to serve a two-year term as presiding officer at City Council meetings and as the official head of
the City for legislative and ceremonial purposes. The City Council hires an appointed City Manager to be
the City’s full-time chief executive officer and they also appoint the Clerk of Council, City Solicitor, and
Finance Director.

General legislative power lies with City Council as the elected representatives of the citizens. Acting as a
whole, the City Council is responsible for establishing City goals, adopting an annual budget, and passing
other ordinances and resolutions necessary for governing the City, as well as setting the direction of City
policy. The City Manager is responsible for the overall administration of the City; implementing
Council’s objectives; preparing the annual budget and administering it upon adoption by Council;
executing and overseeing all contracts for services and the purchase of materials, supplies and equipment;
and keeping City Council advised on the needs and state of the City.

The City provides a wide range of municipal services, including police, planning and zoning, code
enforcement, public works, parks and recreation, and general administration. Fire protection and
emergency medical services are provided by the Loveland-Symmes Fire Department, which is a private
fire company that contracts with the City of Loveland and nearby Symmes Township.

The City operates a waterworks system and stormwater utility. The City contracts, currently with
Rumpke, for the provision of curbside waste and recycling service for residents. Sewer service is
provided by the Metropolitan Sewer District.

The City has established various boards and commissions to help in its many efforts to enhance the City.
All of these boards and commissions are staffed by volunteers who live in Loveland and the following is
a select list of boards and commissions in Loveland:

e Beautification Committee

e Civil Service Commission

o Community Improvement Corporation
e Finance Committee

¢ Planning and Zoning Commission

e Recreation Board

e Tree and Environment Committee

- Vi -
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Letter of Transmittal
For the Year Ended December 31, 2012

FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is considered
from the broader perspective of the specific environment within which the City operates. The City’s
economy is diverse with a mix of residential, office, and retail uses and the City’s primary employers are
the Loveland City School District, Kroger, Federal Express, London Computer Systems, Recruit Military,
the City of Loveland and Eads Fence Company. The City is also home to many recreational retail outlets
that take advantage of the Little Miami State and National Scenic River and Little Miami Scenic Bike
Trail.

The City has a robust and inclusive budget preparation and oversight process. Between 2010 and 2012, a
series of decisions were made to reduce ongoing costs with the assistance of focus groups assembled from
the citizenry. The 2012 Budget continued and accelerated a series of recommended budget cuts and cost
reduction measures identified in 2010 in anticipation of significant reductions in State funding and State
tax law reforms. These reductions and reforms included:

o Decreased property values resulting in lower property tax revenues.

e Reduced revenue sharing from the State of Ohio. Historically, the State has shared dollars with
municipalities through the Local Government Fund. Revenue distributions from this fund were
significantly reduced beginning July 1, 2012, resulting in a revenue loss of approximately
$79,000 during fiscal year 2012.

o Failure of a municipal income tax levy in November 2012 that proposed increasing Loveland’s
income tax rate from 1.0% to 1.25%.

o Elimination of the estate tax by the State of Ohio effective December 31, 2012.

In light of these cuts, the City trimmed an additional $257,500—or about 5%—from its General Fund in
2012, with most of these savings coming from reductions in unsustainable employee benefits and shifting
a higher percentage of healthcare costs to employees. A number of other non-essential but valued
services, ranging from the quarterly resident newsletter to the Rhythm on the River Concert Series, were
also discontinued as well.

MAJOR INITIATIVES

The City of Loveland continued to invest in core infrastructure last year, including the completion of
three major capital projects, the annual road rehabilitation project, the sidewalk maintenance project, and
land acquisition for the construction of a 1 million gallon water tower on Union Cemetery Road. A
description of the major capital projects for 2012 is provided below:

e The City partnered with the Ohio Department of Transportation for resurfacing work along South
State Route 48 from Loveland Miamiville Road to the White Pillars subdivision, in front of St.
Columban Parish.

o The City replaced aging and often-broken waterlines along Fallis Road from Betty Ray Drive to
Tiger Trail. This was paid for from the Ohio State Capital Improvement Program zero interest
loan programs.

- Vii -
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e The City continued the replacement of aging, four-inch waterlines on Park, EIm and Center
streets, continuing work in one of Loveland’s oldest neighborhoods. This was also paid for from
a 0% Ohio State Capital Improvement Program loan. The project included investments in
sidewalks and stormwater drainage infrastructures.

e The City learned last year that property next to the 0.5 million gallon water tower in the
Commerce Park had inadequate soils for the planned 1.0 million gallon tower. Accordingly,
alternative sites were identified and property acquired along Union Cemetery for the construction
of an additional water tower that addresses low pressure zones in the City’s current system
design.

The City’s investment in infrastructure remained strong, largely as a result of a strategic water system
plan management and the pursuit of intergovernmental partnerships and low-cost funding sources.

During 2012, the City of Loveland was recognized for achievements in a variety of areas and by a diverse
group of organizations which included:

o Certificate of Excellence in Performance Measurement: The City of Loveland was
recognized for its superior performance management efforts with a Certificate of Excellence from
the International City/County Management Association (ICMA) Center for Performance
Measurement. Loveland was among 26 jurisdictions nationally receiving the highest level of
distinction in 2012.

o Citizen Participation Award: The City of Loveland was recognized by the Ohio City/County
Managers Association (OCMA) at its annual February conference for its budget sustainability
focus groups.

e AAA Gold Service Award: The Loveland Police Department was awarded the Gold Service
Award from the American Automobile Association (AAA) at the organization’s annual awards
banquet. This is a national program that entails various safety efforts within a community,
including traffic enforcement, traffic education in our schools, participation in multi-jurisdictional
Task Forces, and customized initiatives designed to make streets safer.

- viii -
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RELEVANT FINANCIAL POLICIES

It is a goal of the City to develop, maintain, and implement financial accounting policies and procedures
and protect and optimize the financial resources of the City. The City provides a sound accounting
system for safeguarding the City’s assets through the recording and reporting of financial transactions
according to mandated laws and guidelines of the Federal law, Ohio Revised Codes, Generally Accepted
Accounting Principles (GAAP), and the Codified Ordinances of the City of Loveland.

The City has a long-range capital improvement plan, five-year pro forma reports for major funds, and
policies creating emergency reserves for the General Fund and other major funds in accordance with
Government Finance Officers Association guidelines. The City also has policies regarding investments
and debt limits.

ACKNOWLEDGMENTS
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various departments of the City. We would also like to acknowledge our auditors, Bastin & Company
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manner.

Respectfully submitted,
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Tom M. Carroll Tom Vanderhorst
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Bastin & Company, LLC

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

The Honorable Members of City Council
City of Loveland, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the City of Loveland, Ohio (the
City) as of and for the year ended December 31, 2012, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City, as of December 31, 2012, and the respective changes in financial
position and, where applicable, cash flows thereof, and the respective budgetary comparisons for the General
Fund, Paramedic Fund, Fire and EMS Fund, and Fire Protection Fund for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 2 to the financial statements, during 2012, the City adopted new accounting guidance in
Governmental Accounting Standards Board (GASB) Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position, and GASB Statement No. 65, Items
Previously Reported as Assets and Liabilities. Our opinion is not modified with respect to this matter.
-1-
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3-11 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining and individual fund
financial statements and schedules, and statistical section, are presented for purposes of additional analysis and
are not a required part of the basic financial statements.

The combining and individual fund financial statements and schedules are the responsibility of management and
were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information 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, the combining and
individual fund financial statements and schedules are fairly stated in all material respects in relation to the basic
financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the audit
of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 7, 2013, on our
consideration of the City’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on 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 City’s internal control over financial reporting and compliance.

%ﬁw 45/ /’777 0//

Cincinnati, Ohio
June 7, 2013
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Management’s Discussion and Analysis
For the Year Ended December 31, 2012 Unaudited

The discussion and analysis of the City of Loveland’s financial performance provides an overall review of
the City’s financial activities for the fiscal year ended December 31, 2012. The intent of this discussion
and analysis is to look at the City’s financial performance as a whole; readers should also review the
transmittal letter, notes to the basic financial statements and financial statements to enhance their
understanding of the City’s financial performance.

FINANCIAL HIGHLIGHTS

Key financial highlights for 2012 are as follows:

0 In total, net position decreased $215,542. Net position of governmental activities increased $329,323,
which represents a 2% increase from 2011. Net position of business-type activities decreased $544,865
from 2011.

o General revenues accounted for $7,692,970 in revenue or 50% of all revenues. Program specific
revenues in the form of charges for services and grants and contributions accounted for $7,647,331 or
50% of total revenues of $15,340,301.

a The City had $8,784,991 in expenses related to governmental activities; only $1,205,728 of these
expenses were offset by program specific charges for services, grants or contributions. General
revenues (primarily taxes) of $7,692,970 were adequate to provide for these programs.

a Among major funds, the general fund had $5,513,269 in revenues and other financing sources and
$5,093,034 in expenditures and other financing uses. The general fund’s fund balance increased from
$2,880,982 to $3,301,217.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management’s discussion and analysis, the basic financial
statements, and an optional section that presents combining and individual statements for nonmajor
governmental funds. The basic financial statements include two kinds of statements that present different
views of the City:

These statements are as follows:

1. The Government-Wide Financial Statements — These statements provide both long-term and
short-term information about the City’s overall financial status.

2. The Fund Financial Statements — These statements focus on individual parts of the City,
reporting the City’s operations in more detail than the government-wide statements.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data.
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Management’s Discussion and Analysis
For the Year Ended December 31, 2012 Unaudited

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies. The statement of net position includes all of the
government’s assets, liabilities and deferred outflows/inflows of resources, with the difference being
reported as net position. All of the current year’s revenues and expenses are accounted for in the
statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City’s net position and how it has changed. Net position
is one way to measure the City’s financial health.

e Over time, increases or decreases in the City’s net position is an indicator of whether its financial
health is improving or deteriorating, respectively.

e To assess the overall health of the City you need to consider additional nonfinancial factors such as
the City’s tax base and the condition of the City’s capital assets.

The government-wide financial statements of the City are divided into two categories:
o Governmental Activities — Most of the City’s programs and services are reported here including

police protection, parks and recreation, planning, zoning, street maintenance and other governmental
services.

o Business-Type Activities — These services are provided on a charge for goods or services basis to
recover all of the expenses of the goods or services provided. The City’s water, sewer, storm water
and sanitation services are reported as business-type activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant funds,
not the City as a whole. Funds are accounting devices that the City uses to keep track of specific sources
of funding and spending for particular purposes.

Governmental Funds — Most of the City’s activities are reported in governmental funds, which focus on
how money flows into and out of those funds and the balances left at year-end available for spending in
future periods. 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 City’s general government
operations and the basic 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
City’s programs. The relationship (or differences) between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds is reconciled in the
financial statements.

Proprietary Funds — Proprietary funds use the same basis of accounting as business-type activities;
therefore, these statements will essentially match.
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Fiduciary Funds — Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial statements
because the resources of those funds are not available to support the City’s own programs. All of the
City’s fiduciary activities are reported in a separate Statement of Fiduciary Assets and Liabilities.

FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The following table provides a comparison of the City’s net position at December 31, 2012 and 2011:

Governmental Business-type
Activities Activities Total
2012 2011 2012 2011 2012 2011

Current and Other Assets $10,224,829 $9,471,597 $1918226  $2,017,567 $12,143,055  $11,489,164
Capital Assets, Net 20,298,516 20,693,322 15,529,509 15,005,551 35,828,025 35,698,873

Total Assets 30,523,345 30,164,919 17447735 17,023,118 47,971,080 47,188,037
Deferred Outflows of Resources 21,597 33,116 92,288 8,502 119,885 41,618
Long-term Debt Outstanding 6,831,771 7,428,058 4,029,508 2,995,432 10,861,279 10,423,490
Other Liabilities 1,301,768 986,355 122,929 103,737 1,424,697 1,090,592

Total Liabilities 8,133,539 8,414,913 4,152,437 3,099,169 12,285,976 11,514,082
Deferred Inflows of Resources 2,715,735 2,410,777 0 0 2,715,735 2,410,777
Net Position
Net Investment in Capital Assets 13,277,539 13,154,734 11,648,680 12,112,597 24,926,219 25,267,331
Restricted 3,250,298 3,572,372 0 0 3,250,298 3,572,372
Unrestricted 3,173,831 2,645,239 1,738,906 1,819,854 4,912,737 4,465,093

Total Net Position $19,701,668  $19,372,345 $13,387,586  $13,932,451 $33,089,254  $33,304,796

This space intentionally left blank.
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Changes in Net Position — The following table shows the changes in net position for fiscal year 2012 and
2011:

Governmental Business-type
Activities Activities Total
2012 2011 2012 2011 2012 2011
Revenues
Program Revenues:
Charges for Services and Sales $494,928 $336,060  $6,399,559 $6,328,637 $6,894,487 6,664,697
Operating Grants and Contributions 710,800 663,752 42,044 47,017 752,844 710,769
Capital Grants and Contributions 0 29,910 0 0 0 29,910
Total Program Revenues 1,205,728 1,029,722 6,441,603 6,375,654 7,647,331 7,405,376
General Revenues:
Property Taxes 2,834,027 2,787,525 0 0 2,834,027 2,787,525
Municipal Income Taxes 3,566,706 3,363,631 0 0 3,566,706 3,363,631
Other Local Taxes 152,759 181,457 0 0 152,759 181,457
Intergovernmental, Unrestricted 874,364 860,409 0 0 874,364 860,409
Investment Earnings 32,693 75,345 0 0 32,693 75,345
Miscellaneous 232,421 350,851 0 0 232,421 350,851
Total General Revenue 7,692,970 7,619,218 0 0 7,692,970 7,619,218
Total Revenues 8,898,698 8,648,940 6,441,603 6,375,654 15,340,301 15,024,594
Program Expenses
Security of Persons and Property 4,837,756 5,110,699 0 0 4,837,756 5,110,699
Leisure Time Activities 523,757 509,744 0 0 523,757 509,744
Community Environment 172,262 221,506 0 0 172,262 221,506
Transportation 905,724 1,019,091 0 0 905,724 1,019,001
General Government 1,954,219 1,996,006 0 0 1,954,219 1,996,006
Interest and Fiscal Charges 391,273 344,242 0 0 391,273 344,242
Wiater 0 0 2,008,015 1,483,481 2,008,015 1,483,481
Sewer 0 0 3,297,500 3,002,905 3,297,500 3,002,905
Stormwater 0 0 422,135 479,090 422,135 479,090
Sanitation 0 0 1,043,202 982,682 1,043,202 982,682
Total Expenses 8,784,991 9,201,288 6,770,852 5,948,158 15,555,843 15,149,446
Excess (Deficiency) before Transfers 113,707 (552,348) (329,249) 427,496 (215,542) (124,852)
Transfers 215,616 376,372 (215,616) (376,372) 0 0
Total Change in Net Position 329,323 (175,976) (544,865) 51,124 (215,542) (124,852)
Beginning Net Position 19,372,345 19,548,321 13,932,451 13,881,327 33,304,796 33,429,648
Ending Net Position $19,701,668  $19,372,345  $13387,586  $13,932451  $33,089,254  $33,304,796

Governmental Activities

Net position of the City’s governmental activities increased $329,323, or 2% in 2012. Revenues remained
consistent with the prior year. The increase in net position can mostly be attributed to a decrease in
security of persons and property which was the result of an overall decrease in operating costs for police,
fire and emergency medical services.

The City receives an income tax, which is based on 1.00% of all salaries, wages, commissions and other
compensation and on net profits earned from businesses and residents living within the City.

-6-
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Property taxes and income taxes made up 32% and 40% respectively of revenues for governmental
activities for the City in fiscal year 2012. The City’s reliance upon tax revenues is demonstrated by the
following graph indicating 74% of total revenues from general tax revenues:

Percent
Revenue Sources 2012 of Total sL8a%
Property Taxes $2,834,027 31.84% 40.08%
Municipal Income Taxes 3,566,706 40.08%
Other Local Taxes 152,759 1.72%
Program Revenues 1,205,728 13.55% .
Intergovernmental, Unrestricted 874,364 9.83% 2.98%
General Other 265,114 2.98% 0.83%
. 0
Total Revenue $8,898,698 100.00%

1.72%

13.55%

Business-Type Activities

Net position of the business-type activities decreased $544,865 or 4%. Revenues remained consistent
with the previous year. Increases in expenses can be attributed in part to increases in contractual costs
paid to the Metropolitan Sewer District.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The City’s governmental funds reported a combined fund balance of $5,552,194, which is an increase
from last year’s balance of $5,481,586. The schedule below indicates the fund balance and the total
change in fund balance as of December 31, 2012 and 2011.:

Fund Balance Fund Balance Increase
December 31, 2012 December 31, 2011 (Decrease)

General $3,301,217 $2,880,982 $420,235
Paramedic 120,574 264,911 (144,337)
Fire and EMS 130,585 7,688 122,897
Fire Protection 12,025 34,536 (22,511)
General Bond Retirement 5,491 61,516 (56,025)
Historic Loveland TIF 1,061,958 1,223,642 (161,684)
Nonmajor Governmental 920,344 1,008,311 (87,967)

Total $5,552,194 $5,481,586 $70,608
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General Fund — The City’s General Fund balance change is due to many factors. The tables that follow
assist in illustrating the financial activities and balance of the General Fund:

2012 2011 Increase
Revenues Revenues (Decrease)

Property Taxes $782,061 $820,943 ($38,882)
Municipal Income Tax 3,496,995 3,447,047 49,948
Intergovernmental Revenue 643,271 650,719 (7,448)
Charges for Services 15,933 12,056 3,877
Licenses and Permits 287,483 261,948 25,535
Investment Earnings (1,131) 1,131 (2,262)
Special Assessments 16,407 31,900 (15,493)
Fines and Forfeitures 127,220 124,326 2,894
All Other Revenue 135,525 101,851 33,674

Total $5,503,764 $5,451,921 $51,843

General Fund revenues remained consistent when compared with the previous year, increasing
approximately 1%. Decreases in property taxes can be attributed to the phase out of tangible personal
property taxes as well as property value reassessments.

2012 2011 Increase
Expenditures Expenditures (Decrease)
Security of Persons and Property $2,539,869 $2,712,175 ($172,306)
Leisure Time Activities 405,289 391,113 14,176
Community Environment 183,688 209,694 (26,006)
General Government 1,765,734 1,724,332 41,402
Total $4.,894,580 $5,037,314 ($142,734)

General Fund expenditures decreased $142,734 from the prior year. Prior year purchases of vehicles in
the police department resulted in the subsequent decrease in security of persons and property in the
current year.

Paramedic Fund — Revenues and expenditures in the Paramedic Fund remained consistent with the prior
year. Fund balance decreased $144,337 as expenditures continued to outpace revenues.

Fire and EMS Fund — The Fire and EMS Fund balance increased $122,897. Revenues remained
consistent with the previous year. The increase in fund balance can be attributed to a decrease in amounts
paid to the General Fund for overhead costs.

Fire Protection Fund — Revenues and expenditures in the Fire Protection Fund remained consistent with
the prior year, resulting in a stable fund balance.
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General Bond Retirement Fund — The City’s General Bond Retirement Fund reports transfers from other
funds and the payment of principal and interest on the City’s outstanding debt. This results in a stable
fund balance from year to year.

Historic Loveland TIF Fund — The Historic Loveland TIF fund reported a decrease in fund balance of
$161,684, or 13%. 2012 revenues were minimal, and the decrease in fund balance can be attributed to
transfers out for debt service requirements.

The City’s budget is prepared according to Ohio law and is based on accounting for certain transactions
on a basis of cash receipts, disbursements and encumbrances. The most significant budgeted fund is the
General Fund.

During the course of fiscal year 2012 the City amended its General Fund budget several times, none
significant.

For the General Fund, original revenue estimates and final revenue estimates were not materially
different. Actual budget basis revenues were 5% higher than final estimates due to increases in estate tax
collections. Original and final budgeted expenditures were not materially different. Actual budget basis
expenditures were 21% less than final budget estimates due to controlled costs across all General Fund
departments. The General Fund had an adequate fund balance to cover expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of fiscal 2012 the City had $35,828,025 net of accumulated depreciation invested in land,
buildings, improvements, infrastructure, equipment and vehicles. Of this total, $20,298,516 was related
to governmental activities and $15,529,509 to the business-type activities. The following table shows
fiscal year 2012 and 2011 balances:

Governmental Increase
Activities (Decrease)
2012 2011
Land $3,768,719 $3,751,815 $16,904
Buildings 7,501,745 7,490,975 10,770
Improvements Other than Buildings 1,475,452 1,475,452 0
Machinery and Equipment 4,498,141 4,423,620 74,521
Infrastructure 19,715,482 19,403,088 312,394
Less: Accumulated Depreciation (16,661,023) (15,851,628) (809,395)
Totals $20,298,516 $20,693,322 ($394,806)
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Business-Type Increase
Activities (Decrease)
2012 2011

Land $847,082 $721,263 $125,819
Buildings and Improvements 2,607,324 2,607,324 0
Utility Structures in Service 21,211,715 20,380,943 830,772
Machinery and Equipment 688,520 599,540 88,980
Less: Accumulated Depreciation (9,825,132) (9,303,519) (521,613)
Totals $15,529,509 $15,005,551 $523,958

The primary change in governmental activities occurred in infrastructure, which can be attributed to
routine street maintenance. Water line projects resulted in the increase in utility structures in business-
type activities capital assets. For additional information on the City’s capital assets see Note 8.

Debt

At December 31, 2012, the City had $6,360,000 in bonds outstanding, $800,000 due within one year. The
following table summarizes the City’s debt outstanding as of December 31, 2012 and 2011:

2012 2011

Governmental Activities:
General Obligation Bonds $4,365,300 $4,853,800
Ohio Public Works Commission Loans 1,993,274 2,027,904
Compensated Absences 442,199 514,544
Police and Fire Pension Accrued Liability 30,998 31,810
Total Governmental Activities $6,831,771 $7,428,058

Business-Type Activities:
General Obligation Bonds $1,994,700 $2,116,200
Premium on Refunding Bonds 10,881 12,695
Ohio Public Works Commission Loans 1,960,330 759,847
Compensated Absences 56,391 93,976
Capital Leases Payable 7,206 12,714
Total Business-Type Activities 4,029,508 2,995,432
Totals $10,861,279 $10,423,490

Under current state statutes, the City’s general obligation bonded debt issues are subject to a legal
limitation based on 10.5% of the total assessed value of real and personal property. At December 31,
2012, the City’s outstanding debt was below the legal limit. Additional information on the City’s long-
term debt can be found in Note 13.

-10 -
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ECONOMIC FACTORS

Revenue estimates contained in the City’s 2012 budget were purposefully conservative due to the
unknown lingering effects of the Great Recession on the City and the region. Year-end revenue
collections were better than budgeted in several funds, especially the General Fund where actual income
tax revenues were 10.6% or about $340,000 better than expected. The conservative budgeting approach
used during the budgeting process will benefit the City because of the failure of an income tax rate
increase in November 2012, the continued lowering of property tax digest values, cuts in the local
government fund by the State and the structural deficit in the fire fund’s 5-year pro-forma. Due to the
clear message sent from voters, the City will continue to trim budgeted expenditures as has been done for
the last four fiscal years, continue to look for opportunities to increase revenues and share services where
appropriate. General Fund budget cuts totaling nearly $350,000 were adopted in the 2013 budget
bringing total adopted budget cuts for the four-year budget period to $850,000.

REQUESTS FOR INFORMATION
This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the City’s finances and to show the City’s accountability for the money it receives. If you

have questions about this report or need additional financial information contact the Department of
Finance, City of Loveland, 120 West Loveland Ave., Loveland, Ohio 45140.

-11 -
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CITY OF LOVELAND, OHIO

Statement of Net Position
December 31, 2012

Governmental Business-Type
Activities Activities Total

Assets:
Pooled Cash and Investments $ 2740324 $ 1,776,887 $ 4,517,211
Receivables:

Taxes 3,711,688 0 3,711,688

Accounts 46,955 630,123 677,078

Intergovernmental 566,741 0 566,741

Interest 1,135 0 1,135

Special Assessments 13,961 0 13,961
Internal Balances 510,589 (510,589) 0
Inventory of Supplies at Cost 91,651 21,805 113,456
Land Held for Resale 2,519,341 0 2,519,341
Restricted Assets:

Cash and Cash Equivalents 3,767 0 3,767

Cash and Cash Equivalents with Fiscal Agent 18,677 0 18,677
Capital Assets:

Capital Assets Not Being Depreciated 3,768,719 847,082 4,615,801

Capital Assets Being Depreciated, Net 16,529,797 14,682,427 31,212,224
Total Assets 30,523,345 17,447,735 47,971,080
Deferred Outflows of Resources:
Deferred Charge on Debt Refunding 27,597 92,288 119,885
Liabilities:
Accounts Payable 122,000 81,986 203,986
Accrued Wages and Benefits 203,996 29,991 233,987
Intergovernmental Payable 222,368 3,127 225,495
Matured Bonds and Interest Payable 18,677 0 18,677
Accrued Interest Payable 44,727 7,825 52,552
General Obligation Notes Payable 690,000 0 690,000
Long Term Liabilities:

Due Within One Year 947,854 336,142 1,283,996

Due in More Than One Year 5,883,917 3,693,366 9,577,283
Total Liabilities 8,133,539 4,152,437 12,285,976
Deferred Inflows of Resources:
Property Tax Levy for Next Fiscal Year 2,715,735 0 2,715,735
Net Position:
Net Investment in Capital Assets 13,277,539 11,648,680 24,926,219
Restricted For:

Capital Projects 2,435,454 0 2,435,454

Debt Service 19,719 0 19,719

Other Purposes 795,125 0 795,125
Unrestricted 3,173,831 1,738,906 4,912,737
Total Net Position $ 19,701,668 $ 13387586 $ 33,089,254

See accompanying notes to the basic financial statements

-13-



CITY OF LOVELAND, OHIO

Statement of Activities
For the Year Ended December 31, 2012

Program Revenues

Charges for
Services and Operating Grants
Expenses Sales and Contributions
Governmental Activities:
Security of Persons and Property $ 4837756 % 192509 % 27,537
Leisure Time Activities 523,757 26,505 0
Community Environment 172,262 178,239 0
Transportation 905,724 26,505 683,263
General Government 1,954,219 71,170 0
Interest and Fiscal Charges 391,273 0 0
Total Governmental Activities 8,784,991 494,928 710,800
Business-Type Activities:
Water 2,008,015 1,619,459 0
Sewer 3,297,500 3,280,557 0
Stormwater 422,135 446,027 0
Sanitation 1,043,202 1,053,516 42,044
Total Business-Type Activities 6,770,852 6,399,559 42,044
Totals $ 15555843 $ 6,894,487 $ 752,844

General Revenues and Transfers
Property Taxes
Municipal Income Taxes
Other Local Taxes
Intergovernmental, Unrestricted
Investment Earnings
Miscellaneous

Transfers

Total General Revenues and Transfers

Change in Net Position

Net Position Beginning of Year
Net Position End of Year

See accompanying notes to the basic financial statements
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Net (Expense) Revenue

and Changes in Net Position

Governmental Business-Type

Activities Activities Total
$ (4617,710) $ 0 $ (4,617,710)
(497,252) 0 (497,252)
5977 0 5977
(195,956) 0 (195,956)
(1,883,049) 0 (1,883,049)
(391,273) 0 (391,273)
(7,579,263) 0 (7,579,263)
0 (388,556) (388,556)
0 (16,943) (16,943)
0 23,892 23,892
0 52,358 52,358
0 (329,249) (329,249)
$ (7579,263) % (329,249) % (7,908,512)
2,834,027 0 2,834,027
3,566,706 0 3,566,706
152,759 0 152,759
874,364 0 874,364
32,693 0 32,693
232421 0 232421
215,616 (215,616) 0
7,908,586 (215,616) 7,692,970
329,323 (544,865) (215,542)
19,372,345 13,932,451 33,304,796
$ 19,701,668  $ 13387586  $ 33,089,254
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CITY OF LOVELAND, OHIO

Balance Sheet
Governmental Funds
December 31, 2012

Fire and EMS
General Fund Paramedic Fund Fund

Assets:
Pooled Cash and Investments $ 1790092 $ 121,787  $ 146,659
Receivables:

Taxes 1,707,247 785571 440,794

Accounts 46,465 0 0

Intergovernmental 148,013 45,082 30,915

Interest 0 0 0

Special Assessments 12,952 0 0
Interfund Loans Receivable 923,589 0 0
Inventory of Supplies, at Cost 0 0 0
Restricted Assets:

Cash and Cash Equivalents 0 0 0

Cash and Cash Equivalents with Fiscal Agent 0 0 0
Land Held for Resale 0 0 0
Total Assets $ 4628358 $ 952440  $ 618,368
Liabilities:
Accounts Payable $ 63,413 $ 1213 $ 15,241
Accrued Wages and Benefits Payable 188,863 0 0
Intergovernmental Payable 833 0 833
Matured Bonds and Interest Payable 0 0 0
Interfund Loans Payable 0 0 0
Accrued Interest Payable 0 0 0
General Obligation Notes Payable 0 0 0
Total Liabilities 253,109 1,213 16,074
Deferred Inflows of Resources:
Unavailable Amounts 302,784 71,647 46,310
Property Tax Levy for Next Fiscal Year 771,248 759,006 425,399
Total Deferred Inflows of Resources 1,074,032 830,653 471,709
Fund Balances:
Nonspendable 0 0 0
Restricted 0 120,574 130,585
Assigned 60,149 0 0
Unassigned 3,241,068 0 0
Total Fund Balances 3,301,217 120,574 130,585
Total Liabilities, Deferred Inflows of

Resources and Fund Balances $ 4628358 % 952,440  $ 618,368

See accompanying notes to the basic financial statements
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Nonmajor Total
Fire Protection General Bond Historic Loveland Governmental Governmental

Fund Retirement Fund TIF Fund Funds Funds

$ 12,424 $ 5,491 $ 140,149 $ 523,722 $ 2,740,324

532,159 0 0 245917 3,711,688

0 0 0 490 46,955

33,992 0 0 308,739 566,741

0 0 0 1,135 1,135

0 0 0 1,009 13,961

0 0 0 313,000 1,236,589

0 0 0 91,651 91,651

0 0 0 3,767 3,767

0 18,677 0 0 18,677

0 0 1,929,140 590,201 2,519,341

$ 578575 % 24,168 $ 2,069,289 $ 2079631 $ 10,950,829

$ 399 $ 0 $ 0 $ 41734 $ 122,000

0 0 0 15,133 203,996

0 0 4,580 216,122 222,368

0 18,677 0 0 18,677

0 0 295,000 431,000 726,000

0 0 17,751 0 17,751

0 0 690,000 0 690,000

399 18,677 1,007,331 703,989 2,000,792

51,986 0 0 209,381 682,108

514,165 0 0 245917 2,715,735

566,151 0 0 455,298 3,397,843

0 0 1,929,140 681,852 2,610,992

12,025 5,491 0 513,304 781,979

0 0 0 0 60,149

0 0 (867,182) (274,812) 2,099,074

12,025 5,491 1,061,958 920,344 5,552,194

$ 578575  $ 24,168 $ 2,069,289 $ 2079631 $ 10,950,829
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Reconciliation of Total Governmental Fund Balances
to Net Position of Governmental Activities
December 31, 2012

Total Governmental Fund Balances $ 5,552,194

Amounts reported for governmental activities in the
statement of net position are different because

Capital Assets used in governmental activities are not
resources and therefore are not reported in the funds. 20,298,516

Other long-term assets are not available to pay for current-
period expenditures and therefore are deferred in the funds.

Property Taxes 86,516
Income Taxes 124,667
Special Assessments 12,952
Intergovernmental Revenues 457,973 682,108

Long-term liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported in the funds.

General Obligation Bonds Payable (4,365,300)

Deferred Loss on Debt Defeasance 27,597

Ohio Public Works Commission Loans (1,993,274)

Compensated Absences Payable (442,199)

Police/Fire Accrued Pension Liability (30,998)

Accrued Interest Payable (26,976) (6,831,150)
Net Position of Governmental Activities $ 19,701,668

See accompanying notes to the basic financial statements
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CITY OF LOVELAND, OHIO

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended December 31, 2012

Fire and EMS
General Fund Paramedic Fund Fund
Revenues:
Property Taxes $ 782,061 $ 799,091 $ 447,671
Municipal Income Tax 3,496,995 0 0
Intergovernmental Revenue 643,271 88,508 78,896
Charges for Services 15,933 60,000 0
Licenses and Permits 287,483 0 0
Investment Earnings (1,131) 0 0
Special Assessments 16,407 0 0
Fines and Forfeitures 127,220 0 0
All Other Revenue 135,525 0 45,969
Total Revenue 5,503,764 947,599 572,536
Expenditures:
Current:
Security of Persons and Property 2,539,869 1,091,936 257,115
Leisure Time Activities 405,289 0 0
Community Environment 183,688 0 0
Transportation 0 0 0
General Government 1,765,734 0 0
Capital Outlay 0 0 0
Debt Service:
Principal Retirement 0 0 0
Interest & Fiscal Charges 0 0 0
Total Expenditures 4,894,580 1,091,936 257,115
Excess (Deficiency) of Revenues
Over (Under) Expenditures 609,184 (144,337) 315421
Other Financing Sources (Uses):
Sale of Capital Assets 9,505 0 0
Refunding Bonds Issued 0 0 0
Payment to Refunded Bond Escrow Agent 0 0 0
Issuance of OPWC Loans 0 0 0
Transfers In 0 0 0
Transfers Out (198,454) 0 (192,524)
Total Other Financing Sources (Uses) (188,949) 0 (192,524)
Net Change in Fund Balances 420,235 (144,337) 122,897
Fund Balances at Beginning of Year 2,880,982 264,911 7,688
Increase in Inventory 0 0 0
Fund Balances End of Year $ 3301217 % 120574  $ 130,585

See accompanying notes to the basic financial statements
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Nonmajor Total
Fire Protection General Bond Historic Loveland Governmental Governmental

Fund Retirement Fund TIF Fund Funds Funds

$ 541311  $ 0 3 4023 3 301564  $ 2,875,721

0 0 0 0 3,496,995

68,560 0 0 680,421 1,559,656

0 0 0 0 75,933

0 0 0 26,505 313,988

0 0 10,136 23,688 32,693

0 0 0 95,398 112,305

0 0 0 5,289 132,509

18,600 10,202 0 22,125 232,421

628,471 10,202 14,159 1,155,490 8,832,221

650,982 0 0 2,655 4,542 557

0 0 0 0 405,289

0 0 0 0 183,688

0 0 0 646,133 646,133

0 0 0 321,418 2,087,152

0 0 51,275 175,535 226,810

0 643,828 0 0 643,828

0 316,185 31,256 0 347,441

650,982 960,013 82,531 1,145,741 9,082,898

(22,511) (949,811) (68,372) 9,749 (250,677)

0 0 0 0 9,505

0 715,000 0 0 715,000

0 (704,589) 0 0 (704,589)

0 0 0 75,698 75,698

0 889,160 0 0 889,160

0 (5,785) (93,312) (183,469) (673,544)

0 893,786 (93,312) (107,771) 311,230

(22,511) (56,025) (161,684) (98,022) 60,553

34,536 61,516 1,223,642 1,008,311 5,481,586

0 0 0 10,055 10,055

$ 12025  $ 5491  $ 1061958 $ 920,344  $ 5,552,194
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CITY OF LOVELAND, OHIO

Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities

For the Year Ended December 31, 2012

Net Change in Fund Balances - Total Gove rnmental Funds $ 60,553

Amounts reported for governmental activities in the statement of
activities are different because

Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of those assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which depreciation
exceeded capital outlays in the current period.
Capital Outlay 532,709
Depreciation Expense (923,638) (390,929)

The statement of activities reports losses arising from the disposal of capital
assets. Conversely, the governmental funds do not report any loss on the
disposal of capital assets. (3,877)

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.

Decrease in Property Tax Revenue (41,694)
Increase in Income Tax Revenue 69,711
Increase in Intergovernmental Revenue 25,508
Increase in Special Assessments Revenue 12,952 66,477

The issuance of long-term debt provides current financial resources to
governmental funds, but has no effect on net position.

General Obligation Bond Issuance (715,000)
Ohio Public Works Commission Loan Issuance (75,698)
(790,698)
Repayment of bond and loan principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement of net
position.
General Obligation Bond Principal Payment 483,500
Current Year Refunding of Bond Payable 720,000
Amortization of Deferred Loss on Bond Refunding (5,519)
Ohio Public Works Commission Loan Payment 110,328
Police/Fire Accrued Pension Payment 812 1,309,121
In the statement of activities, interest is accrued on outstanding bonds, whereas
in governmental funds, an interest expenditure is reported when due. (3,724)
Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in the
governmental funds.
Compensated Absences 72,345
Change in Inventory 10,055 82,400
Change in Net Position of Governmental Activities $ 329,323

See accompanying notes to the basic financial statements
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CITY OF LOVELAND, OHIO

Statement of Revenues, Expenditures and Changes in

Fund Balance — Budget and Actual (Non-GAAP Budgetary Basis)

General Fund
For the Year Ended December 31, 2012

Variance with

Final Budget
Positive
Original Budget Final Budget Actual (Negative)
Revenues:
Property Taxes $ 782,612 $ 782,612 782,722 110
Municipal Income Tax 3,324,120 3,500,000 3,541,338 41,338
Intergovernmental Revenue 222,793 398,673 601,780 203,107
Charges for Services 461,773 461,773 465,706 3,933
Licenses and Permits 248,000 248,000 289,536 41,536
Special Assessments 16,407 16,407 16,407 0
Fines and Forfeitures 123,000 123,000 126,015 3,015
All Other Revenues 75,141 75,141 80,441 5,300
Total Revenues 5,253,846 5,605,606 5,903,945 298,339
Expenditures:
Current:
Security of Persons and Property 2,638,811 2,708,645 2,528,823 179,822
Leisure Time Activities 516,635 535,404 413473 121,931
Community Environment 184,896 286,383 183,944 102,439
General Government 2,667,912 3,181,411 2,178,013 1,003,398
Total Expenditures 6,008,254 6,711,843 5,304,253 1,407,590
Excess (Deficiency) of Revenues
Over (Under) Expenditures (754,408) (1,106,237) 599,692 1,705,929
Other Financing Sources (Uses):
Sale of Capital Assets 9,505 9,505 9,505 0
Transfers Out (216,454) (216,454) (216,454) 0
Advances Out (455,000) (455,000) (455,000) 0
Total Other Financing Sources (Uses): (661,949) (661,949) (661,949) 0
Net Change in Fund Balance (1,416,357) (1,768,186) (62,257) 1,705,929
Fund Balance at Beginning of Year 1,766,186 1,766,186 1,766,186 0
Prior Year Encumbrances 2,000 2,000 2,000 0
Fund Balance at End of Year $ 351,829 $ 0 1,705,929 1,705,929

See accompanying notes to the basic financial statements
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CITY OF LOVELAND, OHIO

Statement of Revenues, Expenditures and Changes in
Fund Balance — Budget and Actual (Non-GAAP Budgetary Basis)

Special Revenue Fund — Paramedic Fund
For the Year Ended December 31, 2012

Variance with

Final Budget
Positive
Original Budget Final Budget Actual (Negative)
Revenues:
Property Taxes $ 750,416 $ 799,743 799,850 $ 107
Intergovernmental Revenue 97,531 78,674 88,508 9,834
Charges for Services 160,000 60,000 60,000 0
Total Revenues 1,007,947 938,417 948,358 9,941
Expenditures:
Current:
Security of Persons and Property 1,268,061 1,202,995 1,091,151 111,844
Total Expenditures 1,268,061 1,202,995 1,091,151 111,844
Excess (Deficiency) of Revenues
Over (Under) Expenditures (260,114) (264,578) (142,793) 121,785
Fund Balance at Beginning of Year 264,580 264,580 264,580 0
Fund Balance at End of Year $ 4,466 $ 2 121,787 $ 121,785

See accompanying notes to the basic financial statements
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CITY OF LOVELAND, OHIO

Statement of Revenues, Expenditures and Changes in
Fund Balance — Budget and Actual (Non-GAAP Budgetary Basis)

Special Revenue Fund - Fire and EMS Fund
For the Year Ended December 31, 2012

Variance with

Final Budget
Positive
Original Budget Final Budget Actual (Negative)
Revenues:
Property Taxes $ 389,496 $ 448,023 448,093 $ 70
Intergovernmental Revenue 50,256 72,552 78,896 6,344
All Other Revenues 63,000 43934 45,969 2,035
Total Revenues 502,752 564,509 572,958 8,449
Expenditures:
Current:
Security of Persons and Property 213,181 380,975 242,768 138,207
Total Expenditures 213,181 380,975 242,768 138,207
Excess (Deficiency) of Revenues
Over (Under) Expenditures 289,571 183,534 330,190 146,656
Other Financing Sources (Uses):
Transfers Out (296,774) (192,524) (192,524) 0
Total Other Financing Sources (Uses): (296,774) (192,524) (192,524) 0
Net Change in Fund Balance (7,203) (8,990) 137,666 146,656
Fund Balance at Beginning of Year 8,993 8,993 8,993 0
Fund Balance at End of Year $ 1,790 $ 3 146