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Ohio

June 30, 2016

To the Honorable Mayor and City Commissioners, City Manager, and Citizens of the City of Springfield:

We are pleased to submit the City of Springfield's (City) Comprehensive Annual Financial Report (CAFR) for the
fiscal year ended December 31, 2015. State law requires that the City annually publish a complete set of
financial statements for the results of its fiscal operations, presented in conformity with generally accepted
accounting principles (GAAP).

Management assumes full responsibility for the completeness and reliability of the information contained in this
report, based upon a comprehensive framework of internal control that is established for this purpose. Because
the cost of internal controls should not exceed anticipated benefits, the objective is to provide reasonable, rather
than absolute, assurance that the financial statements are free of any material misstatements.

The Ohio Auditor of State, has issued an unmodified (“clean”) opinion on the City's financial statements for the
year ended December 31, 2015. The independent auditor's report is located in the financial section of this
report.

Management’s discussion and analysis (MD&A) immediately follows the independent auditor’s report and

provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A complements
this letter of transmittal and should be read in conjunction with it.

Profile of the Government

The City, incorporated in 1850, is located in the west central part of the State of Ohio. Springfield is a medium-
sized city with an incorporated area of 25.54 square miles and a population of 59,680. Springfield was given its
name because of the rich resources of land, picturesque cliffs, its many springs, and abundant water.

Diversified transportation facilities serve the City with major highways adjacent to the City including Interstate 70
(I-70) at the southern edge of the City, Interstate 675 (I-675) ten miles west, Interstate 75 (I-75) twenty-five miles
west, and Interstate 71 (I-71) thirty miles south. U.S. Route 40, also known as the historic National Road, runs
east and west through Springdfield, and U.S. Route 68 enters the City from the north and south.

James Demint, considered the “founding father” of Springfield, built the first house in 1799. The original plat for
the City was made in 1801 on land owned by Demint. The first post office was recorded in 1804. Simon Kenton
built a gristmill and distillery where the original International Truck and Engine Corporation (International) plant
was built later on the site. The Ohio Legislature created Clark County (County), named after George Rogers
Clark in 1817, and Springfield became the county seat.

The National Road was extended west from Wheeling, West Virginia through Springfield during 1838 and 1839.
The railroads of the 1840’s provided profitable business in the area. Springfield’s manufacturing history, starting
in the 1850’s with the manufacture of farm equipment, marked the beginning of American industrial expansion.
During the last half of the century Springfield became the nation’s leader in production of reapers and harvesters
with International as the leading employer in the area until the late 1990’s.

76 East High Street * Springfield, Ohio 45502 ¢ www.springfieldohio.gov
Equal Opportunity Employer
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The O.S. Kelly Company (O.S. Kelly), founded by Oliver Stanley Kelly, who served as Springfield’s Mayor in
1887 and 1888, was also a manufacturer of farm equipment in the 1850’s. In 1890, O.S. Kelly began the
manufacturing of piano plates and to this day is still the largest manufacturer of piano plates. Steinway Musical
Instruments Inc., one of the worlds leading manufacturers of pianos, purchased O.S. Kelly in 1999. O.S. Kelly
now bears the distinction of being the leader in the manufacture of piano plates and is the only supplier for
Steinway’s U.S. operations.

A.B. Graham, an innovative school teacher and superintendent in Springfield Township of Clark County, Ohio
(Township), organized a group of students in January 1902 to conduct agricultural experiments. This group was
the beginning of what is now known worldwide as the 4-H program.

In 1913, the city charter was adopted. The city charter provides home-rule powers to the City under a city
commission-manager form of government. The charter was and may be amended by the voters from time to
time. Policy-making and legislative authority is vested in a five-member City Commission (Commission), which
includes the Mayor, elected by the community at large on a non-partisan basis. The terms of office are four
years but are overlapping so that the City is provided with a continuity of knowledge in City business and
legislative matters. The Commission serves as a part-time board, fixes compensation of City officials and
employees, enacts local ordinances and resolutions, adopts budgets, and determines policies on municipal
services.

Beginning in 2004, the method to elect the Mayor was changed. The Mayor is now directly elected for a four-
year term. The legislative body selects the Assistant Mayor from among its members. The Assistant Mayor
serves a two-year term of office. The Mayor, whose responsibilities include ceremonial and judicial functions,
serves as President of the Commission and presides at meetings of the Commission. The Assistant Mayor
serves as Mayor in the Mayor’s absence.

Operating responsibilities for all City functions are assigned to the City Manager (Manager) who is appointed by
the Commission. The Manager serves as the Chief Executive and Administrative Officer and can be removed
by a vote of the majority of the members of the Commission. The Commission also appoints the Finance
Director, the Law Director, the Clerk of Commission, and members to a number of boards and commissions.
The Manager appoints all other City employees.

The City charter establishes certain administrative departments. The Commission can by ordinance create,
change, and abolish offices, departments, or agencies other than those established by the charter. The City
Manager performs all duties normally associated with that position and that are not otherwise assigned to the
Law Director or the Finance Director.

The City provides the full range of services normally associated with a municipality including public safety
(police, fire, emergency medical services, and street lighting), street maintenance and traffic control, human
relations, housing and neighborhood services, planning and zoning, community development administration,
code enforcement, and engineering. The City also operates the water utility, sewage collection and treatment
utility, stormwater utility, and airport operations as enterprise funds. Under the enterprise fund concept, user
charges set by the Commission are utilized to ensure adequate coverage of operating expenses and payments
on outstanding debt. Fleet maintenance services, health care, accrued benefits liability, and workers’
compensation are provided through internal service funds.

The National Trail Parks and Recreation District (NTPRD) was created in 1999 by means of a multi-jurisdictional
merger. The former Parks and Recreation Department of the City and the former Recreation Department of
Clark County joined under the new NTPRD organization to coordinate all parks and recreational activities and
services throughout the County, including the City. The City serves as the fiscal agent on behalf of NTPRD and
continues to underwrite the merger.

It is City policy for the Commission to adopt the annual operating and capital budgets prior to January 1 of each
fiscal year. This annual budget serves as the foundation for the City’s financial planning and control. Transfers
of appropriations can be made within budget levels of personal service and other service (character level) within
a division and fund without City Commission action. Commission must approve any other changes or
supplemental appropriations.

76 East High Street ® Springfield, Ohio 45502 ¢ www.springfieldohio.gov
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Local Economy

The transition from a manufacturing-based economy to one that integrates technology and service firms is
providing new job opportunities for City residents and is diversifying the City’s tax base. The employment base
of the City changed dramatically in recent years with the downsizing of automotive related manufacturers, which
once dominated employment in this region. Medical facilities and technology firms, as well as smaller
manufacturers, distribution firms, insurance and mortgage processors are now reshaping the economy of our
community. The City continues to pursue its role as a facilitator for this transition by providing the necessary
infrastructure and developable industrial and office sites that our modern economy requires.

The City’s location on I-70 and abundant resources of clean power, water, sewer, and gas combined with the
abundant communication networks make the City an attractive location for a variety of industries.

In an effort to revitalize the downtown core business district, the City partnered with the owner of the historic
Bushnell Building to secure a State Job Ready Sites grant to renovate 75,000 square feet of office space. The
project meets “Smart Office” standards and Leadership in Energy and Environment Design (LEED) certification
standards. This office space houses the claims management center for Code Blue LLC, which employs
approximately 200 people and Clark Schaefer Hackett and Co. CPAs which employs 55 people at this location.

The City along with its community partners completed construction of a new 215-acre technology park,
Nextedge Applied Research and Technology Park (Nextedge), adjacent to the industrial park PrimeOhio.
LexisNexis, a global leader in legal, news, and business information services, was the first occupant of
Nextedge, which invested nearly $40 million in the new Springfield facility.

Nextedge is home to Speedway LLC's recent 2.6 billion dollar acquisition of Hess Retail LLC. This operation is
expected to employ 350 employees with about 250 people working there at present.

In addition to Nextedge, the City has focused on creating other sites for industrial development. In 2002,
Navistar ceased operations at its Lagonda Avenue body plant site inside the City. In late summer of 2006, the
City and other community leaders met with the company to map out a strategy for redevelopment of the site.
The company finished environmental assessments, a project assumption and cost estimate, and risk
assessment for the site. In 2007, the City received a U.S. EPA grant for cleanup assistance at the former
industrial site and an additional Clean Ohio Revitalization Grant in 2008. The grants were used to remediate soil
and groundwater contamination at the site and make ready for new industrial park development. Remediation
work was completed in 2011. The City also received a $1.8 million Ohio Roadwork Development Grant to assist
in constructing the infrastructure within the park. The park was completed in early 2014.

Airpark Ohio Il is the further expansion of the City owned Airpark Ohio. In early 2012, the City platted an
additional 47 acres for Airpark Ohio Il. A roadway extension and other infrastructure improvements necessary
for development were completed in mid 2013. Bob Evans has completed a new 25,000 square foot truck
maintenance facility, which has created 110 new jobs.

Located within 20 miles of the City is Wright Patterson Air Force Base, Ohio (Wright Patterson). It is one of the
nation’s most important military installations and a major economic force and employer in the region.
Approximately 24,000 military and civilian employees and government contractors work at Wright Patterson
making it the largest single site employer in Ohio and the largest employer amongst U.S. Air Force (Air Force)
bases worldwide. Wright Patterson is also headquarters to the Air Force Research Laboratory (AFRL) created
in 1997. The AFRL, with a budget of $3 billion, is a full-spectrum lab responsible for planning and executing the
Air Force’s entire science and technology budget, basic research, applied research, and advanced technology
development. Efforts of the AFRL include rushing technology into service to benefit ongoing operations, as well
as exploring technologies that will materialize over time.

City Commission Goals for 2015 included continued focus on the City’s Springfield-Beckley Municipal Airport
(Airport) and the promotion of the Springfield Air National Guard (ANG) to gain additional units and missions for
the Springfield Air Base. In May of 2010, the Air Force announced two new follow-on missions to replace the
loss of the 178" Fighter Wing and F-16 Training Mission. The Air Force approved basing an MQ-1 (Predator)
Remote Split Operations Squadron and assigned 199 ANG positions to support the National Air Space
Intelligence Center (NASIC) at Wright Patterson. Both these missions have the opportunity for growth in the
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future and will retain the full and part-time positions associated with ANG. The base and surrounding industrial
park are in a Joint Economic Development District (JEDD).

The City and County partnered on the realignment of State Route 794 (SR 794), which runs along the
Springfield ANG Base to allow for further expansion and to allow the facilities to meet “set back” security
requirements put into place since September 11, 2001. In addition, the Army Guard and Reserve have recently
constructed a “joint-use facility” across from the ANG Base to build upon the synergies of co-location and further
communication across joint military branches. This investment is expected to assist Springfield in our efforts to
protect against future losses related to the Base Realignment and Closure process.

The City continues to invest in improvements at the Airport in support of military and general aviation interests.
Several project activities have been completed over the past 18 months, including construction through a Military
Construction Cooperative Agreement (MCCA) with the ANG to run a 24-strand fiber optic cable from Springfield
to the Air National Guard Base and on to Wright Patterson.

In addition, through support of the Federal Aviation Administration (FAA), the City completed 90% of the fencing
installation around the airport. In an effort to protect the airport and residents from potential encroachment, the
FAA has encouraged the City to acquire property around the Airport.

The City has submitted funding requests for taxiway improvements and is anticipated in the coming year from
both FAA and ODOT.

Long-term Financial Planning

The City periodically conducts a comprehensive review of revenue requirements, cost of services, and rates for
water and sewer services. This review provides a plan to finance the increasing capital and operating costs of
the water and sewer systems on a sound and equitable basis.

In early 2011, the City Commission approved the creation of a stormwater Utility and implemented a fee
structure that took effect in 2012. The revenue generated from this new utility will help finance EPA mandated
improvements to the City’s Waste Water Treatment plant.

The Employee Benefit Committee reconvened to propose ways to significantly reduce the City’s medical
insurance costs. The City offers a Health Savings Account / High Deductible Health Insurance option to its
employees as a way to curb future health care cost increases.

The City includes all departments and department heads in the budgeting process. All budgets are built from

the ground up with a “zero-based” budgeting approach. This promotes greater understanding of the City’s fiscal
condition and more “buy in” by employees.

Relevant Financial Policies

The City has a policy to maintain a target fund balance reserve equal to 10% of expenditures in the General
Fund. The City works to avoid balancing current expenditures at the expense of future years, such as
postponing expenditures. Fiscal year 2015 ended with a 5.77% budget basis General Fund balance.

Major Initiatives

In perhaps the most significant of all developments, Community
Mercy Health Partners opened a new state of the art Regional
Hospital on November 13, 2011. The new facility represents a
$250,000,000 investment in the heart of Springfield’s downtown :
area. This redevelopment is not only a major step forward in healthcare for the community, but serves as a
catalyst for further downtown development.
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Some of that development can already be seen in projects that are recently complete or are already underway.
Adjacent to the new hospital campus is the Ohio Valley Medical Center (OVMC), a privately owned surgeons’
hospital. The two-story 45,700 square foot surgical center opened in spring of 2009. A sister 31,000 square
foot medical office building was completed in late 2011. The design of the site and facilities embraces formal
urban planning by the Center City Association with design elements and landscape features that are tied-in with
the recently completed Center City Park. Just to the west of the hospital campus, the Board of Mental Health
constructed a new mental health facility. The 31,000 square foot facility opened in June 2013. As part of the
hospital construction, road realignments, new streetscape, and boulevard designs were constructed and are
expected to encourage pedestrian flow into the downtown mixed-use districts.

The Community Improvement Corporation (CIC) has undertaken development of another major industrial park
on a site located at the intersection of State Route 41 and Interstate 70. This project, known as Prime
Ohio I, represents over eight million dollars of investment in the community. The development, completed in
October of 2014, provides another 200 plus acres of industrial real estate within the city.

Awards and Acknowledgements

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 for its Comprehensive Annual Financial Report
(CAFR) for the fiscal year ended December 31, 2014. This was the 30th consecutive year that the City received
this prestigious award. In order to receive a Certificate of Achievement, a governmental unit must publish an
easily readable and efficiently organized comprehensive annual financial report 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 Certificate of Achievement Program requirements, and we are submitting it to GFOA to determine its
eligibility for another certificate.

Preparation of this report is a major and time-consuming task that cannot be accomplished without the
professional, efficient, and dedicated services of those individuals who assist and contribute to its preparation.
All members of the City’s Finance Department staff and many of the City’s other employees contribute to this
effort. | wish to thank all employees, Commission, City Manager, and department heads that supported this
effort to achieve excellence in financial reporting.

Further, | would like to express sincere thanks to Debora Cooper, Assistant Finance Director; Bob Mauch,
Deputy Finance Director / Treasurer; Tiffany Ross, Accounting Manager and Katie Eviston, Senior Accountant.
Each one has given their all, working late hours and laboring to make this report something we could all be
proud of. Thanks to everyone for a professional and informative CAFR.

Respectfully Submitted,

Mark Beckdahl
Finance Director
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Dave Yost - Auditor of State

INDEPENDENT AUDITOR’S REPORT

City of Springdfield

Clark County

76 East High Street
Springfield, Ohio 45502

To the City Commission:

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 Springfield, Clark
County, Ohio (the City), as of and for the year ended December 31, 2015, 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 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 City'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 City'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.

One First National Plaza, 130 W. Second St., Suite 2040, Dayton, Ohio 45402
Phone: 937-285-6677 or 800-443-9274 Fax: 937-285-6688

www.ohioauditor.gov

19



City of Springfield

Clark County

Independent Auditor’s 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, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Springfield, Clark County, Ohio, as of
December 31, 2015, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in accordance with the accounting principles generally accepted in the
United States of America.

Emphasis of Matter

As discussed in Note 21 to the financial statements, during the year ended December 31, 2015, the City
adopted Governmental Accounting Standards Board (GASB) Statement No. 68, Accounting and Financial
Reporting for Pensions — an amendment of GASB Statement No. 27 and also GASB Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date. We did not modify our
opinion regarding this matter.

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 schedule, 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 City’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.
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Independent Auditor’s 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 30, 2016,
on our consideration of the City’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 City’s internal control over financial reporting and compliance.

Do

Dave Yost
Auditor of State
Columbus, Ohio

June 30, 2016
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CITY OF SPRINGFIELD, OHIO
Management's Discussion and Analysis
(Unaudited)

As management of the City of Springfield (the City), we offer readers of the City's financial statements this narrative
overview and analysis of the financial activities of the City for the fiscal year ended December 31, 2015. We encourage
readers to consider the information presented here in conjunction with our letter of transmittal at the front of this report
and the City's financial statements that follow this section.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the City's basic financial statements. The City's
basic financial statements are comprised of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the basic financial statements. This report also contains required supplementary
and other information, in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the City's finances
in a manner similar to private-sector business. The Statement of Net Position presents information on all of the City's
assets, deferred outflows of resources, liabilities, and deferred inflows of resources, with the difference being reported
as net position. Over time, increases or decreases in net position indicate whether the financial position of the City is
improving or deteriorating.

The Statement of Activities presents information on how the government's net position changed during the most recent
fiscal year. It provides consolidated reporting of the City's activities for the year ended December 31, 2015. Changes in
net position are reported in the period that the underlying event takes place, which may differ from the period that cash
is received or disbursed. The Statement of Activities displays expenses of the City's various programs net of related
program revenues, as well as a separate presentation of revenues available for general purposes.

Both government-wide financial statements distinguish functions of the City as either principally supported by taxes and
intergovernmental revenues (governmental activities) or intended to recover all or a significant portion of their costs
through user fees or charges (business-type activities). The governmental activities of the City include general
government, public works, public safety, community development, health, recreation, and highway and street. The
business-type activities of the City include four enterprise activities: a water system, a sewer system, a stormwater
system, and the City’s airport.

The government-wide financial statements are found in the Basic Financial Statements section of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for
specific activities or objectives. The City, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance related legal requirements. All of the City's funds can be divided into three
categories: governmental, proprietary, and fiduciary funds.

Governmental funds - Governmental funds report essentially the same functions presented as governmental activities
in the government-wide financial statements. However, unlike the government-wide financial statements, governmental
fund financial statements focus on the near-term inflows and outflows of spendable resources, as well as on balances
of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a
government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful
to compare the information presented for governmental funds with similar information presented for governmental
activities in the government-wide financial statements. By doing so, readers may better understand the long-term
impact of the government's near-term financing decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.
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The City maintains 84 individual governmental funds; two are considered major funds. The major funds are the
General Fund and Permanent Improvement. These funds are presented separately in the governmental fund balance
sheet and in the governmental fund statement of revenues, expenditures, and changes in fund balances. Data from all
the other governmental funds are presented into a single, aggregated presentation. Individual fund data for these non-
major governmental funds is provided as combining statements elsewhere in the Non-Major Governmental Funds
section of this report.

Proprietary funds - The City maintains two types of proprietary funds, enterprise and internal service funds. Enterprise
funds report functions presented as business-type activities in the government-wide financial statements. The City uses
enterprise funds to account for its water, sewer, stormwater, and airport operations. Internal service funds are used to
accumulate and allocate costs internally among the City's various functions including employee benefits, risk
management, and fleet management. The services provided by these funds predominantly benefit governmental
rather than business-type functions, therefore; they have been included within governmental activities in the
government-wide financial statements.

Proprietary fund statements provide the same type of information as the government-wide financial statements, only in
more detail. The enterprise fund financial statements provide separate information for the water, sewer, stormwater,
and airport and are considered to be major funds of the City. All internal service funds are combined into a single,
aggregated presentation in the proprietary fund financial statements. Individual fund data for the internal service funds
is provided as combining statements in the Internal Service Funds section of this report.

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 statement because the resources of
those funds are not available to support the City's own programs. The individual fiduciary fund financial statements can
be found in the Fiduciary Funds - Agency Funds section of this report. The accounting used for fiduciary funds is
similar to that used for proprietary funds.

Notes to the basic financial statements - The notes provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. They are found in the Notes
to the Basic Financial Statements section of this report.

Other information - In addition to the basic financial statements and accompanying notes, this report also presents
certain required supplementary information concerning the City's proportionate share of the net pension liability and
contributions to Ohio Public Employees Retirement System (OPERS) and Ohio Police and Fire Pension (OP&F). Also,
to demonstrate the City's compliance with annual appropriations adopted for the General Fund, budgetary comparison
statements are provided as well as notes to the required supplementary information.

Government-wide Financial Analysis

Net position serves as a useful indicator of a government's financial position. The City's assets plus deferred outflows
of resources exceeded liabilities plus deferred inflows of resources by $125.9 million at the close of the 2015 fiscal
year as shown on the next page. The largest portion of the City's net position (97.4% or $122.6 million) reflects
investment in capital assets (e.g. land, buildings, improvements other than buildings, machinery and equipment, and
infrastructure) less any related outstanding debt used to acquire those assets. The City uses these capital assets to
provide services to citizens, therefore, they are not available for future spending. Although the City's investment in
capital assets is reported net of related debt, it should be noted that the resources needed to repay debt must be
provided from other sources since capital assets themselves cannot be used to liquidate these liabilities.

The City's unrestricted net position $(26.3) million or (20.9)% may be used to meet the government's on-going
obligations to citizens and creditors. It is important to note that although the total unrestricted net position is $(26.3)
million, the unrestricted net position of the City's business-type activities $15.3 million may not be used to fund
governmental activities. The remaining balance of restricted net position $29.6 million or 23.5% represents resources
that are subject to restrictions as to how they may be used.
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NET POSITION

DECEMBER 2014 (as restated) DECEMBER 2015
Business- Business-
Governmental type Governmental type
activities activities Total activities activities Total
(in thousands) (in thousands)
Assets:
Current and other assets $ 51,431 30,892 $ 82,323 $ 52,622 24,693 $ 77,315
Capital assets 73,717 123,406 197,123 73,432 122,308 195,740
Total assets 125,148 154,298 279,446 126,054 147,001 273,055
Deferred Outflows of Resources:
Deferred charge on refunding 15 612 627 - 1,277 1,277
Pension 4,664 561 5,225 7,007 805 7,812
Total deferred outflows of
resources 4,679 1,173 5,852 7,007 2,082 9,089
Liabilities:
Long-term liabilities
Net pension liability 48,791 4,372 53,163 51,424 4,465 55,889
Other amounts 14,379 75,635 90,014 10,385 71,964 82,349
Other liabilities 4,633 4,462 9,095 7,008 7,010 14,018
Total liabilities 67,803 84,469 152,272 68,817 83,439 152,256
Deferred Inflows of Resources:
Property Tax 3,722 - 3,722 3,711 - 3,711
Pension - - - 209 82 291
Total deferred inflows of
resources 3,722 - 3,722 3,920 82 4,002
Net Position:
Net investment in capital
assets 70,673 51,605 122,278 72,410 50,226 122,636
Restricted 26,475 - 26,475 29,562 - 29,562
Unrestricted (38,846) 19,397 (19,449) (41,648) 15,336 (26,312)
Total net position $ 58,302 71,002 $ 129,304 $ 60,324 65,562 $ 125,886

During 2015, the City adopted Government Accounting Standards Board (GASB) Statement No. 68, "Accounting and
Financial Reporting for Pensions" - an amendment of GASB Statement No. 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 City'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 City'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
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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 City 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, change 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 City'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.

As a result of implementing GASB 68, the City is reporting a net pension liability and deferred inflows / outflows of
resources related to pension on the accrual basis of accounting. This implementation also had the effect of restating
net position at December 31, 2014, from $102,428,844 to $58,302,430 for governmental activities and from
$74,813,056 to $71,001,719 for business-type activities.
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CHANGES OF NET POSITION

DECEMBER 2014 (as restated) DECEMBER 2015
Business- Business-
Governmental type Governmental type
activities activities Total activities activities Total
(in thousands) (in thousands)
Revenues
Program revenues:
Charges for services $ 6,744 19,154 $ 25898 $ 6,427 18,910 $ 25,337
Operating grants and
contributions 4,054 33 4,087 3,543 183 3,726
Capital grants and contributions 3,500 (406) 3,094 4,128 568 4,696
General revenues:
Income taxes 30,326 - 30,326 31,752 - 31,752
Property taxes 2,424 - 2,424 2,380 - 2,380
Hotel / motel taxes 865 - 865 856 - 856
State-levied shared taxes 4,508 - 4,508 4,506 - 4,506
Grants and other contributions not
restricted to specific programs 1,894 - 1,894 1,938 - 1,938
Investment earnings 316 417 733 193 250 443
Miscellaneous 2,686 - 2,686 4,336 - 4,336
Total revenues 57,317 19,198 76,515 60,059 19,911 79,970
Expenses
General government 12,748 - 12,748 11,726 - 11,726
Public safety 30,427 - 30,427 31,795 - 31,795
Health 243 - 243 210 - 210
Recreation 2,177 - 2,177 1,561 - 1,561
Community development 6,639 - 6,639 3,660 - 3,660
Public works 313 - 313 436 - 436
Highway and street 8,587 - 8,587 8,281 - 8,281
Interest on long-term debt 202 - 202 162 - 162
Water - 7,321 7,321 - 7,583 7,583
Sewer - 10,920 10,920 - 15,328 15,328
Stormwater - 406 406 - 1,703 1,703
Airport - 1,062 1,062 - 943 943
Total expenses 61,336 19,709 81,045 57,831 25,557 83,388
Increase (decrease) in net
position before transfers (4,019) (511) (4,530) 2,228 (5,646) (3,418)
Transfers (977) 977 - (206) 206 -
Increase (decrease) in net
position (4,996) 466 (4,530) 2,022 (5,440) (3,418)
Net position, January 1, N/A N/A N/A 58,302 71,002 129,304

Net position, December 31 $ 58,302 71,002 $ 129304 $ 60,324 65,562 $ 125,886

At the end of the current fiscal year, the City reports a negative unrestricted net position for the governmental activities
and a positive unrestricted net position for business-type activities.

Overalll, net position of the City decreased $3.4 million in 2015. Net position for governmental activities increased $2.0
million and net position for business-type activities decreased $5.4 million. In governmental activities, net position - net
investment in capital assets increased $1.7 million, partially due to the reconstruction of Veteran's Bridge. A decrease
of $1.4 million in net position - net investment in capital assets in the business-type funds includes depreciation and
disposals related to utility improvements.
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The Statement of Activities reports the expenses of each of the governmental activities programs and the related
program revenue that offsets the cost of each program. The amount by which the cost of a particular program exceeds
its program revenue represents the extent to which that program must be subsidized by general revenues. The
following table and graph summarize the net cost of each.

EXPENSES AND PROGRAM REVENUES - GOVERNMENTAL ACTIVITIES

DECEMBER 2014 DECEMBER 2015
Net Net
Program program Program program
Expense revenue cost Expense revenue cost
(in thousands) (in thousands)

General government $ 12,748 2,079 $ 10,669 11,726 2521 $§ 9,205
Public safety 30,427 4,960 25,467 31,795 4,589 27,206
Health 243 243 - 210 233 (23)
Recreation 2,177 - 2,177 1,561 - 1,561
Community development 6,639 2,060 4,579 3,660 1,141 2,519
Public works 313 - 313 436 - 436
Highway and street 8,587 4,956 3,631 8,281 5,614 2,667
Interest on long-term debt 202 - 202 162 - 162
Total governmental activities $ 61,336 14,298 $ 47,038 $ 57,831 14,098 $§ 43,733
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Public safety, consisting mainly of police, fire, dispatching, and traffic control activities comprise 55.0% of the
governmental activities expenses. The increase in this function includes an upgrade in the firefighters self contained
breathing apparatus and an increase in current year net pension expense due to the implementation of GASB
statement 68. General government is 20.3% of total expenses and includes the various administrative departments.
Recreation accounts for 2.7% of total expenses and includes support for the National Trail Parks and Recreation
District (NTPRD). Community development accounts for 6.3% of expenses. The decrease in this function is mainly
due to decreases in housing rehabilitation programs funded through the federal Lead Grant program and the
Neighborhood Stabilization Grant program, and decrease in removal of blighted residential structures through a grant
program from the Ohio Attorney General's office. Highway and street includes street maintenance, support for the
transit operations, and street repair projects and is 14.3% of total expenses.
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Expenses and Program Revenues - Governmental Activities
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Business-type Activities

While total net position of the City decreased $3.4 million in 2015, net position for business-type activities decreased by

$5.4 million.

There were no Water user rate adjustments during 2015. The Sewer user rate did not change in 2015, but increased
7% in January 2016. The Stormwater fee per equivalent stormwater unit (ESU) did not change in 2015, but increased
from $1.30 to $2.25 in January 2016. The net investment in capital assets decrease was due to utility improvements
related to the High Rate Treatment Plant improvements being completed and depreciation on that project beginning.

It is the City's policy that revenues of the City's business-type activities are expected to cover all program costs. The
following is a summary of expenses and program revenues for business-type activities:

Water
Sewer
Stormwater
Airport

Total business-type activities

EXPENSES AND PROGRAM REVENUES - BUSINESS-TYPE ACTIVITIES

DECEMBER 2014 DECEMBER 2015
Net Net
Program program Program program
Expense revenue cost Expense revenue cost
(in thousands) (in thousands)
$ 7,321 7,167 $ 154 $ 7,583 7,427 % 156
10,920 10,239 681 15,328 10,703 4,625
406 1,022 (616) 1,703 1,014 689
1,062 353 709 943 517 426
$ 19,709 18,781  § 928 $ 25557 19,661 § 5,896
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Governmental Funds

The focus of the City's governmental funds is to provide information on near-term inflows, outflows, and balances of
spendable resources. As such, fund balance is generally a good indicator of net resources available for spending at
the end of the fiscal year, subject to any stated restrictions on its use.

The General Fund is the primary operating fund of the City, accounting for such activities as police and fire protection,
emergency medical services, and engineering. The General Fund's balance decreased by $1,369,082 from the
previous year. The decrease is mainly due to stagnant revenues.

General Fund Budget Highlights

General Fund expenditures plus transfers out decreased $540,256 from the original budget to the final budget.
Variances between the original budget and final budget, the final budget and actual activity, as well as variances from
the previous year include:

o Decrease of $423,660 between the original budget and final budget for income tax revenue is due to a decrease
in anticipated withholding income tax revenue, partially offset by an increase in the net profit tax.

¢ Revenues increased from the previous year by $77,628 or .2%. Actual income tax revenues increased $686,674,
however, this increase was offset by a decrease of $246,256 due to an unanticipated estate tax received in 2014,
a decrease of $185,078 due to the City suspending the traffic camera program in 2015 in response to state
changes, and a decrease of $269,195 from a Workers Compensation rebate received in 2014.

e Current expenditures decreased from the previous year by $112,068 or .3%.

o Final budget decreased from original budget for general government and public safety functions. This was due to
various positions that were budgeted to be filled for the entire year but were left vacant for all or a portion of the
year.

In addition to the General Fund, a brief discussion of the other major governmental fund follows:

Permanent Improvement

This fund is derived as a share of the 2% City income tax, net of refunds. In 2004, voters approved to reduce the
mandatory set aside of income tax for capital improvements from 20% to 10%. The City may choose to increase this
share up to 20%. These funds are used for capital improvements and debt service. Expenditures are tied to available
revenues. Revenues and expenditures have both increased over 2014 due to the Turner Foundation paying one-half
of the total outstanding loan principal balance to discharge its obligation under a 2011 Assumption Agreement for the
repayment obligation of the City's Department of Development loan.
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Capital Assets and Debt Administration

Capital asset activity

The City’s capital assets for its governmental and business-type activities as of December 31, 2015 amounts to $195.7
million (net of accumulated depreciation) as compared to $197.1 million in 2014. This investment in capital assets
includes land, buildings, improvements, machinery and equipment, park facilities, streets and bridges, and water and
sewer distribution systems. The total decrease for the City’s capital assets for the current fiscal year was .7% (a .4%
decrease for governmental activities and a .9% decrease in the business-type activities).

Significant capital activity for the year includes:

e Veteran's Bridge reconstruction at a cost of $1,948,740

e Bechtle Bridge reconstruction at a cost of $269,349

e East Grand Street water and sewer line improvements at a cost of $584,673
o Erie Express Sewer addition at a cost of $1,349,459

e High Level Interceptor improvements at a cost of $306,772

« High Rate Treatment plant improvements at a cost of $2,609,344

Additional information on the City’s capital assets can be found in the Notes to the Basic Financial Statements in Note
6.

Debt

Ohio law restricts the amount of debt that a City may issue. The aggregate principal amount of unvoted “net
indebtedness” may not exceed 5.5% of the assessed valuation for property tax purposes of all real property located
within the City. Certain debt with a repayment source other than general tax revenues is excluded from the definition of
net indebtedness. Self-supporting debt such as mortgage revenue bonds, certain other utility-related debt, and
revenue / tax anticipation notes are exempted from these limitation calculations, as are lease obligations and
obligations to the Ohio Water Development Authority (OWDA).

As of December 31, 2015, the City's debt subject to the 5.5% limitations, less fund balances applicable to principle of
the total outstanding unvoted debt, was zero.

An additional statutory limitation restricts total indebtedness - both voted and unvoted - to 10.5% of the real property
assessed valuation. That limitation would restrict total City net indebtedness to $80.1 million. The City currently has
$80.1 million available. The City currently levies no property tax to support any of its debt service, since all debt service
is supported by income tax or user charges.

When issuing “bonded debt”, general obligation, or mortgage revenue bonds, as opposed to “unbonded” OWDA or
lease-type debt, bond issuers are typically expected to secure a rating from a bond-rating service such as Standard &
Poor’'s, Moody’s Investors Service, or Fitch Investors Service. The rating service conducts an in-depth study of all
aspects of the issuer to determine its current and future ability to repay its debt on a timely basis. Issuers with relatively
high bond ratings pay lower interest rates.

The City's most recent bond rating was conducted in early 2016. Moody’s Investors Service downgraded the rating
from A1 (upper medium grade) to A2 (upper medium grade) to the bonds. Moody's downgraded a number of Ohio
municipalities as a result of their implementation of GASB 68 and the effects on their financial statements.
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A summary of all debt outstanding at year-end is as follows:

Weighted
Years Year Average
of Due Interest Interest
Issue Through Rate Rate
Governmental Activities:
Various General Obligation
Bonds 2009 2016-2023 3.50% - 4.30% 4.07%
DOD loan 2006 - 2007  2016-2021 3.00% 3.00%
Business-type activities
General obligation bonds 2009-2015 2016-2029 1.50% - 5.00% 2.94% - 3.84%
OEPA / OWDA Loans 1999-2012 2016-2034 2.55% -3.52% 2.55% - 3.52%

Total Outstanding Debt

Additional detailed data for all debt of the City is presented in the Notes to the Basic Financial Statements in Note 11,

and in Tables 7 - 11 in the Statistical Section of this report.

Economic Factors

The improving local economy contributes to an estimated increase in income taxes in 2016. However, with increasing
costs in healthcare and contractually obligated labor costs, the General Fund balance is anticipated to decrease by
approximately $930,000 in 2016. The City continues to deal with the State's elimination of tangible property tax, the
State reducing the local share of sales tax distributions, the State's total elimination of estate tax in 2013, the State's

elimination of red light cameras, and the effects of the State's income tax revisions.

Contacting the City’s Management

Our financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with an overview
of the City’s finances. If you have questions or need additional financial information, please contact the Finance
Director, City of Springfield, 76 East High Street, Springfield, Ohio 45502. Or you may visit the City’s website at

www.springfieldohio.gov.
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CITY OF SPRINGFIELD, OHIO
STATEMENT OF NET POSITION
DECEMBER 31, 2015

ASSETS

Equity in pooled cash and investments

Receivables (net of allowances for
uncollectibles)

Due from other governments

Internal balances

Inventory

Notes receivable (net of allowances
for uncollectibles)

Assets held for resale

Capital Assets:

Capital assets not subject to depreciation:

Land
Construction in progress

Capital assets, net of accumulated depreciation

Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred charge on refunding
Pension
Total deferred outflows of resourc