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June 7, 2002

The Honorable Erick Cook, Mayor
Members of City Council

City of Fairfield

5350 Pleasant Avenue

Fairfield, Ohio 45014

The Comprehensive Annual Financial Report of the City of Fairfield, Ohio for the fiscal year
ended December 31, 2001 is submitted herewith. The Department of Finance prepared the report.
The responsibility for both the accuracy of the presented data and the completeness and the fairness
of the presentation, including all disclosures, rests with the City of Fairfield, specifically with the
Department of Finance. We believe that the enclosed data is accurate in all material respects; and is
presented in a manner designed to fairly set forth the financial position and results of operations of
the various funds of the City. We further believe that all disclosures necessary to enable the reader to
gain an understanding of the City's financial activity have been included. This report represents and
reflects upon the City's financial operations and condition to the City's residents, its elected officials,
management personnel, financial institutions, City bondholders, rating agenc1es and all other parties
interested in the financial affairs of the City.

THE REPORTING ENTITY

A basis for preparing the Comprehensive Annual Financial Report for the City of Fairfield
was the identification of the reporting entity. Various potential component units were evaluated to
determine whether they should be reported in the City's Comprehensive Annual Financial Report. A
component unit was considered to be part of the City's reporting entity when it was concluded that
the City was financially accountable for the entity of the nature and significance of the relationship
between the City and entity was such that exclusion would cause the City's financial statements to be
misleading or incomplete. This report includes all of the funds and account groups of the City of
Fairfield.

The City of Fairfield is a political subdivision of the State of Ohio, which provides public

safety, public service and general government to its approximately 43,000 residents. In addition to
general government activities, the City operates water and sewer utility and a public golf course.
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THE REPORTING ENTITY(continued)

The Fairfield School District and the Lane Public Library of Butler County have not met the
established criteria for inclusion in the reporting entity, and accordingly are excluded from this
report.

THE COMPREHENSIVE ANNUAL FINANCIAL REPORT

The comprehensive annual financial report is presented in three sections: introductory, financial and
statistical. The introductory section includes this transmittal letter, the government's organizational
chart and a list of principal officials. The financial section includes the general purpose financial
statements and the combining and individual fund and account group financial statements and
schedules, as well as the auditor's report on financial statements and schedules. The statistical
section includes selected financial and demographic information, generally presented on a multi-year
basis

INDEPENDENT AUDIT

The State of Ohio requires an annual audit by either the Auditor of State or by an independent
public accounting firm. The State Auditor’s Office has completed an audit of the financial
statements. Their opinion on the City's general purpose financial statements is included in the
financial section of this Comprehensive Annual Financial Report.

FUND STRUCTURE

The City's accounting system is organized and operated on the "fund basis" which is the basic
fiscal and accounting entity in governmental accounting. The classification of said funds follows:

CATEGORY FUND TYPE

Governmental Funds General, Special Revenue, Capital Projects, Debt Service
Proprietary Funds Enterprise, Internal Service

Fiduciary Funds Trust and Agency

Included in Notes 1 and 2 of the Notes to Financial Statements are the description of all the
City's fund types and a summary of the significant accounting policies.
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GENERAL AND SPECIAL REVENUE FUNDS

General Fund-Revenues

Income tax revenues produced 64.6% of the General Fund's total revenues compared to 65.5%
last year. The $555,040 or 5.0% increase in Income Tax is the result of the growing employment base
experienced with the arrival and relocation of businesses to the City of Fairfield. The $47,789 or 5.1%
increase in Other Taxes is the result of a new alternate formula implemented by the County Budget
Commission to distribute local government funds to political subdivisions in the county and an
increase in the assessed valuation of the City property values. The $50,642 or 12.7% increase in
Charges for Services is the result of additional billings made as a result of the City’s sidewalk
reconstruction project taking place in the City in 2001. The $67,033 or 10% increase in Fines and
Forfeitures is the result of an increase in court costs charged and collected by the Municipal Court.
The $35,921 or 7% decrease in Investment Earnings is the result of a decrease in the interest rates
available on investments. The $426,307 or 163.8% increase in Miscellaneous Revenues is the result
of donations and contributions made by residents for various City sponsored events and activities.
The sources of revenues and variances from last year with all comparisons, are shown in the following
tabulation:

REVENUES 2001 2000 AMOUNT PERCENT
Income Tax $11,735,414  $11,180,374 $ 555,040 5.0%
Other Taxes 991,175 943,386 47,789 5.1
Intergovernmental Revenues 2,791,692 2,751,643 40,049 1.5
Licenses and Permits 349,090 341,570 7,520 2.2
Charges for Services 450,036 399,394 50,642 12.7
Fines and Forfeitures 735,069 668,036 67,033 10.0
Investment Earnings 480,355 516,276 (35,921) (7.0)
Miscellaneous Revenues 686,574 260,267 426,307 163.8
Totals $18,219,405 $17,060,946  .$1,158,459 6.8%
Income Taxes
Miscellaneous 65%
Revenues
4%
Investment Earnings
3%
Fines & Forfeitures Other;l'axes
4% 5%
Charges for Services Intergovernmental
29, evenues
2% 15%
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GENERAL AND SPECIAL REVENUE FUNDS (Continued)

General Fund-Expenditures

Expenditures of the General fund excluding other financing uses in 2001 were $15,662,929, an
increase of 19.1% over 2000. In 2001, $6,271,610 was expended from the General Fund for Police
and Safety Services (Security of Persons and Property), which was a $401,607 or 6.8% increase
resulting from an increase in the personnel costs as a result of hiring additional officers. The increase
of $152,037 or 18% in Leisure Activities resulted from an increase in additional personnel in the
Parks and Recreation Division, which expanded operations in 2000. The decrease of $29,665 or 3.2%
in Community Environment resulted from a decrease in the number of building inspection services
required for new construction. The $817,575 or 19.5% increase in General Government reflects
increases in the number of administrative personnel. In 2001, $437,203 was expended from the
General Fund for Streets and Transportation; this amount represents a subsidy granted to the Butler
County Regional Transit Authority for providing bus service to the residents of the City. The
$985,260 or 154.0% increase in Capital Outlay reflects the administration's decision to program more
monies from the General Fund for equipment purchases and capital improvements. The following
reflects levels of expenditures in 2001 and 2000:

EXPENDITURES 2001 2000 AMOUNT PERCENT
Security of Persons & Property $6,271,610 $5,870,003 $401,607 6.8%
Public Health & Welfare Services 26,731 27,315 (584) 2.1
Leisure Activities 994,972 842,935 152,037 18.0
Community Environment 886,016 915,681 (29,665) (3.2)
Basic Utility Services 401,395 402,185 (790) (:2)
Streets and Transportation 437,203 250,000 187,203 74.9
General Government 5,019,834 4,202,259 817,575 19.5
Capital Outlay 1,625,168 639,908 590,615 92.3
Totals $15,662,929  $13,150,286 $2,512,643 19.1%

Public Health &

Streets & .
Transportation Welfare Services
30/0 170

Security of Persons Leisure Activities

& Property 6%
40%
. Communit
Capital Outlay Environmer):t
10% 6%
(2]

General Bgs:c _Utllity
Government- e; \(/;ces
32% o




GENERAL AND SPECIAL REVENUE FUNDS (Continued)

Special Revenue Funds

The revenues of the Special Revenue Funds are derived from specific sources and are

designated for specific uses. Special Revenue Funds consist of the following:
Street Construction, Maintenance and Repair Fund
State Highway Improvement Fund -
Fire Levy Fund ’
Paramedical Services Levy Fund
Tax Recreation Fund
County Motor Vehicle Registration Fee Fund
Municipal Motor Vehicle Registration Fee Fund
Law Enforcement & Education Fund
Drug & Alcohol Treatment Fund
Law Enforcement Fund
Local Law Enforcement Fund
Probation Services Fund
Court Computer Fund
Special Projects Fund

Special Revenue Funds had revenues of $5,891,336 and expenditures of $5,829,630 in 2001.

INTERNAL ACCOUNTING AND BUDGETARY CONTROLS

We believe that the City's internal control structure adequately safeguarded assets and
provided reasonable assurance of proper recording of financial transactions. It is further our
intention to review these controls in depth on an ongoing basis for continued refinements and .
improvements.

Budgetary control is maintained at the fund level by the use of encumbrances for purchase

order amounts to vendors. Open encumbrances are reported as reservations of the fund balance for
the governmental fund types at December 31, 2001.

CASH MANAGEMENT |

Excluding investments held by trustees, cash temporarily idle during the year 2001 was
invested in State Treasury Asset Reserves or Repurchase Agreements (collateralized by U.S.
Treasury Bills). As ofyear-end, State Treasury Asset Reserves made up 30% of the City's total cash,
cash equivalents and investments, U.S. government securities 32.6%, certificates of deposits 28.9%,
money market accounts 1.9% and repurchase agreements 6.6%. Yields on these investment
instruments ranged from 2.22% to 5.75%. The amount of interest earned during the year was
$2,305,678 as compared to $2,821,737 earned in 2000
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DEBT ADMINISTRATION

The ratio of net debt to assessed valuation and net debt per capita is useful indications of the
City of Fairfield's debt position to all interested parties. The data for the City of Fairfield as of
December 31, 2001 was as follows:

2001 Population (Estimated) 43,149
Assessed Valuation 834,028,195
Total General Obligation (G.O.) Debt 9,655,000
Less Amount Available in Debt Service Fund 373,217
Net General Obligation Debt 9,281,783
Ratio of Net G.O. Debt to Assessed Valuation 1.11%
Debt per Capita $215.11

The City's total debt at the close of 2001 included the above mentioned $9,281,783 in net
General Obligation debt, $210,000 in special assessment bonded debt and $19,977,062 in enterprise
debt. The City's General Obligation bonds continue to have an excellent rating, which they have
carried for the past several years. In 1999, Moody’s Investor’s Service upgraded the City’s bonds to
carry an “Aa3” credit rating.

CITY INCOME TAX

The 1.5% locally levied tax applies to gross salaries, wages and other personal service
compensation earned by residents, both in and out of the City and upon earnings of non-residents
earned in the City. It also applies to net income of business organizations derived from business
activities conducted in the City. In November of 1990, the citizens of Fairfield voted to change the
distribution of the income taxes, which allocated monies to the Sewer Funds. The current 1.5% tax
rate is now subdivided into three components. The first 1.0% is used for operating expenses of the
General fund. Next, .3% is used for street construction, improvement and repair. Third, .2% of'the
tax is earmarked for capital improvements of a permanent nature.

Receipts from this tax are directly related to employment levels and the general
economic conditions in the Cincinnati area. Collections and allocations for the past two years are as
follows:

2001 : 2000
Allocated to General Fund $11,735,414 $11,180,374
Allocated to .3% Street Fund 3,520,623 3,354,113
Allocated to .2% Capital Improvement Fund 2,347,082 2,236,075

Gross Revenues | $17,603,119 $16,770,562
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GENERAL FIXED ASSETS

The General Fixed Assets of the City are those fixed assets used in the performance of
General Governmental functions and exclude the fixed assets of the Enterprise Funds. As of
December 31, 2001, the assets of the City amounted to $36,574,966. This represents the original
cost of the assets and is considerably less than their present value. Depreciation of the General Fixed
Assets 1s not recognized in the City's accounting system. '

UTILITY ENTERPRISE OPERATIONS

The City's water, sewer and solid waste management utility showed a increase of 1.6% in
operating revenues due to a slight increase in consumption of water for irrigation during the summer
months. Comparative data for the years ending December 31, 2001 and 2000, are presented in the
following tabulation:

Year Ended Year Ended
12/31/01 12/31/00
Operating Revenues $8,204,629 $8,076,044
Operating Expenses ' 8,443,412 7,671,480
Operating Income (Loss) (238,783) 404,564
Net Income 370,175 1,211,423
Income Available for Debt Service (1) ' 2,448,820 2,641,448

Annual Debt Service 2,232,215 2,293,341

(1) Amount includes operating income (loss), interest revenue, depreciation expense, permits and other revenues/expenses.

RECREATION ENTERPRISE OPERATIONS

The recreation facilities net loss in 2001 was ($266,566) as compared to a net loss of
($12,553) in 2000, this was the result of startup costs associated with the new executive nine hole
golf course which was being constructed in 2001. Comparative data for the years ending December
31, 2001 and 2000, are presented in the following tabulation:

Year Ended Year Ended
12/31/01 12/31/00
Operating Revenues $1,309,222 $1,345,740
Operating Expenses 1,552,196 1,344,311
Operating Income (Loss) (242,974) 1,429
Net Loss (266,566) (12,553)
Income Available for Debt Service (1) 30,721 156,117
Annual Debt Service ' 318,950 194,852

(1) Amount includes operating income (loss), interest revenue, depreciation expense and other revenues/expenses.
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RISK MANAGEMENT

By statute and court decisions, Ohio retains only limited tort immunity for local government.
In addition to potential tort liabilities, the City is liable for employees' Workers' Compensation
claims, plus the risk of casualty loss to real and personal property owned by the City, and must
provide faithful performance bonds for certain City officials. The City must also manage the risk of
dental expense claims by employees eligible for health care coverage as a fringe benefit.

FIDUCIARY OPERATIONS

Fiduciary Funds are used to account for assets held by the City as an agent for individuals,
private organizations, other governments and/or other funds. At December 31,2001, assets held by
these funds totaled $39,446. Liabilities relating to these funds amounted to $36,960.

SIGNIFICANT EVENTS

The following were among the many diverse activities and/or programs to which both the
elected officials and staff devoted their energies:

1y

2)

3)

4)

The City continued its strong efforts to attract and retain quality economic
development throughout 2001. The Rural Enterprise Zone Tax Incentive Program
was widely used in 1992 through 2001 to encourage business to locate in the City of
Fairfield. As a result of this initiative, the City has created 2,111 new jobs and
retained 2,942 jobs.

The City finished construction on the Lane Public Library Building, which cost the
City approximately $5.3 million, including the cost of land. The library building is
leased to the Lane Public Library System, which operates the facility. The Library
Building is located in the heart of the City’s downtown area, and will serve as a focal
point for various city activities and events.

The extension of Symmes Road east to Union Centre Boulevard and State Route
747 was completed in December of 2001. The project provides the City a five lane
eastbound connection to Interstate 75. The total project cost is approximately $8
million with the City of Fairfield contributing $5 million to the cost of the project

The City of Fairfield completed construction of a Veterans Memorial Park, which
commemorates veterans of the armed services. The park is located adjacent to the
Municipal Building and included in the park is a memorial water sculpture, a World
War I canon and a walking path.
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ECONOMIC OUTLOOK

The City of Fairfield's standards for services are considered excellent and its tax rates
compare favorably to other area governments. The City of Fairfield is located in the southwestern
part of the state, which ranks as one of the top growth areas in Ohio. The economic condition and
outlook of the City have substantially improved during the past five years, following several years of
slower economic growth attributable to a general decline in manufacturing activities. This year
alone, for example, a number of service related firms have started or expanded activities in the area.
This growth has had a positive effect on the government's tax base.

The City's Income Tax has remained stable over the last few years, and this trend is expected
to gradually improve with the development of various commercial and industrial facilities in the

City.

FUTURE PROJECTS

Significant capital projects in 2001 include the following:

1y

2)

3)

4)

In October of 2000, the City began the construction of a nine-hole executive golf course.
The project is estimated to cost $1.5 million and is scheduled for completion in May of
2002.

In February of 2002, the City of Fairfield acquired approximately 4.5 acres of property in
the Village Green area of the City. The site, which is located adjacent to the Village
Green Park and Lane Library, will be used to construct a Community/Cultural Center.
The preliminary design is for a 45,000 square foot structure, which will house a theater,
activity and meeting rooms, administrative offices and a senior center.

The City entered into an agreement to acquire the Fairfield Mall at a price of $2.9
million. The mall is a 70,000 square foot commercial development located in the
downtown area of Fairfield. The City’s intent in acquiring the site is to control the
development of commercial property in the downtown area of Fairfield.

The City will begin acquiring right of way for the Mack/Muhlhauser/Route 4 project.
This project consists of widening Muhlhauser Road to five lanes from Route 4 and Mack

- Road to State Route 747. As part of the project, a bridge is to be constructed over the

railroad tracks located near Route 4. Total estimated project cost is approximately $12
million with most of the funding being provided under state and federal grants.
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CERTIFICATE OF ACHIEVEMENT

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Fairfield
for its Comprehensive Annual Financial Report (CAFR) for the year ending December 31, 2000. In
order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized CAFR, whose contents conform to program standards. Such
reports must satisfy both generally accepted accounting principles and applicable legal requirements.
A Certificate of Achievement is valid for a period of one year only. We believe our current report
continues to conform to the Certificate of Achievement Program requirements, and we are
submitting it to the GFOA to determme its eligibility for another certificate.

ACKNOWLEDGEMENTS

Preparation of this report could not have been accomplished without the professional,
efficient and dedicated services of the entire staff of the Finance Department and the various
department heads and employees who assisted and contributed to its preparation. Further
appreciation is extended to the Mayor, the City Council, and the City Manager for their
encouragement, assistance and approval. It is a sincere pleasure to be employed by a group of people

who appreciate and respect principles of financial and budgetary restraint as prevails in the City of
Fairfield.

Respectfully submitted,
CITY OF FAIRFIELD

7 o—aém—vw\
es A.Hanson
Director of Finance
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Certificate of
Achievement
- for Excellence
“in Financial
Reporting

Presented to.

City of Fairfield,
- Ohio

For its Comprehensive Annual

Financial Report
for the Fiscal Year Ended
- December 31, 2000

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting
and financial reporting.

resident

B

Executive Director
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