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INTRODUCTION 
In any local city or village in America, imagine if you were to ask the following question of your local 

government officials: 

We live in an exceptional community having a unique and special quality of life.  What are you 

doing as our government officials to ensure that our community and my property value is not 

only maintained but enhanced ten years from now and beyond? 

What would you want to hear from your government administration and elected officials?  We’ll come back 

to a possible answer at the end of this introduction.  Perhaps the broader issue is this:  The question addresses 

both the fundamental goal of government leadership, and the challenge of our day.  It’s the root of why we 

serve in government.  It’s also a theme of this report: the dual fiduciary duty to both provide excellent services 

and at the same time to meet the responsibility to reinvest to maintain and improve the community for future 

generations to come.   

 

I. The intent of this report is to establish a framework for this answer in order to preserve and 

enhance Amberley as the unique, special community in which it is. 

This report will provide: 

1) Amberley’s current financial position - that is, cash-flow position including a brief recap of the fiscal 

discipline actions recently taken to balance the budget for 2013.    
2) A financial forecast to year 2020 for the General Fund framing the expected range of outcomes from 

best-to-worst-case basis (i.e. net positive or negative cash-flow: operating revenues minus expenses). 
3) A summary of capital investment needs, including an analysis of the present financial capacity for 

funding these needs, an identification of where shortfalls exist, and the opportunities for closing the 

funding gap. 
4) Strategies for addressing all needs in order to preserve Amberley as a financially sustainable community. 

 

II. The principal findings of this report are as follows:     

1) Like many other local governments, Amberley will not have enough revenue to fully fund two 

categories of needs: 

a. Operating expenses – The annual costs of delivering services. 

b. Capital investments - Systematic annual transfers from the General Fund to the Capital 

Funds to ensure funding for   street and facilities improvements as well as future 

replacements of equipment, vehicles and facilities improvements. 

2) This report is merely Phase I – the Identification Phase.  The next step is Phase II – the 

Implementation phase.  

a. There are two phases for financial planning.  This report satisfies Phase I – Identification of the 

current financial condition, future funding needs, and an identification of the funding gap.  The 

report includes strategies on how to resolve the funding gap. 

b. Phase II, the Implementation phase, will require Amberley officials to carefully investigate 

options and develop a plan for both implementing operating budget changes and a time frame for 

capital improvements and vehicle and equipment replacement.  This phase is the next step in the 

process requiring decision makers to address difficult choices (which is beyond the scope of this 

report). This entails the development of a Long-Term Financial Sustainability Action Plan. 
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3) Successfully navigating this challenge will require policy discussions and difficult priority choices 

annually as part of a systematic and methodical Long-Term Sustainability Action Plan. 

Amberley faces significant financial challenges in the coming decade and beyond to address increasing 

demands that are competing for scarce resources.  Strategies are provided in this report but they are not the 

ultimate solutions - that will require policy discussions, decisions, and actions that will be an ongoing Phase II 

process for Council and management.  The goal of this document is to provide compelling financial evidence 

of the need for a Long-Term Sustainability Action Plan.  It is hoped that this report can serve as a resource 

document which can be referred to periodically in the future to provide a foundation for updating and refining 

a long-term structured approach for solving the fiscal challenges ahead. 

Regarding the question posed at the beginning, if you were to be asked:    

We live in an exceptional community having a unique and special quality of life.  What are you 

doing as our government officials to ensure that our community and my property value is not 

only maintained but enhanced ten years from now and beyond? 

Perhaps this might be what you’d want to hear from your officials: 

Our plan is rooted in three fundamental principles: 

1) Our goal is to balance our operating budget annually.   

We maintain the fiscal discipline to balance our operating budget annually. We don’t budget an operating 

deficit because that could lead to larger deficits in subsequent years
1
.   

2) We have a capital investment plan that provides for regular maintenance and improvements of 

roads and facilities and for replacement of equipment and vehicles.  We update our plan annually 

to ensure that we preserve and enhance the community for coming generations.   

Our capital improvement schedules are carefully prioritized and updated every year. We seek grant 

funding for improvements by leveraging our cash and debt issuance where appropriate to secure the 

maximum available grant funding.  Our goal is to ensure that we reinvest sufficiently to achieve the goal 

of maintaining and preserving our streets, vehicles, equipment, parks and facilities, and to invest in 

economic development opportunities for future economic growth and prosperity in Amberley. 

3) Our fiscal discipline is rooted in the principles of Productivity, Efficiency, and Effectiveness.    

Our daily focus is continuous improvement, asking how we can provide the same or improved services at 

equal or lesser cost.  In doing so, cost restraint is achieved to provide savings to offset where other costs 

imposed by circumstances outside of our control cannot be restricted.  In this way, we help achieve a 

balanced operating budget annually and we are able fund capital transfers. 

*     *     *     *     * 

This report would not be possible without the vision of, and collective assistance from, the following persons 

who contributed toward its preparation:  Amberley Village Council members, Amberley Finance Committee 

Members: Chair Ed Hattenbach, and members Bill Doering, and Tom Muething; Village Manager Scot 

Lahrmer; Financial Administrator Kathleen Harcourt; Police/Fire Chief Rich Wallace, Public Works 

Supervisor Steve Rasfeld  and staff members Wes Brown and Tony Chesney, and Village Engineer John 

Eisenmann and the staff of CDS Associates, Inc.  I express thanks and appreciation to each of them for the 

opportunity and privilege to assist them and the citizens of this very special community.    

 

Thomas R. Peterson, CPA    

Finance Director, Village of Silverton 

June 10, 2013 

                                                      
1
 The term ‘Operating Budget’ in this context means the costs of annual operations before transfers to the capital funds.  
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EXECUTIVE SUMMARY 

FINANCIAL SUSTAINABILITY REPORT 

 

This Executive Summary is intended to provide a brief introduction to the report.  Detailed 

explanations and further questions will be both addressed in the accompanying full report. 

 

Amberley Village should consider developing  

a Long-Term Financial Sustainability Action Plan. 

 

Generally, the first rule for most every for-profit business entity is to ensure its ability to continue to 

operate successfully.  This is true for most all governments as well
2
.  Financial Sustainability, as defined 

for the purposes of this report for governments, is the continued financial ability to deliver services and to 

maintain the community environment (roads, parks, facilities, etc.) in the future.    

Central to this report is the distinction between two fundamentally important concepts:  Operating 

Cash-Flow Position, and Economic Condition.  Both directly determine the future financial 

sustainability of any entity, including governments, which is why they are being addressed at the 

beginning of this Executive Summary. 

 

1) Operating Cash-flow Position and Economic Condition  

 In short, think of positive cash-flow simply as having annual income sufficient to pay annual 

operating expenses (before considering major capital expenditures).   

 Think of economic condition as having sufficient revenue to maintain all assets and to make 

continued capital investments in the community.   

Operating Cash-Flow asks the question: 

Can Amberley generate revenues sufficient to fully pay the annual costs to fund operating 

costs, that is, to deliver program services?  This report will use the term ‘operations’ to mean the 

annual costs for delivering program services such as police, fire, service department, and 

administrative costs.   

Economic Condition asks the question: 

After funding operating expenses, can the government continue to generate additional annual 

cash-flow to transfer funds to the capital funds to invest in street and facilities improvements 

and replacement of vehicles and equipment? 

In government, because the day-to-day budget and financial discussions focus on current cash-flow needs 

for operations, the cash-flow needed for annual capital investment and replacement is often overlooked.  

During the spring of 2013, Amberley Village updated its projected capital asset funding requirements, 

and those needs are central to Amberley if it is to continue as a sustainable government, as will be further 

addressed in this report. 

                                                      
2
 Other than an entity established for a single-purpose event (for example, a1976 bicentennial commission). 
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Governments may confuse positive operating cash-flow position to be the same as economic condition, 

and may not recognize the annual funding obligations essential to maintaining capital investments on an 

ongoing basis.  Failing to recognize and fund capital investments annually results in a short-term gain at a 

long-term cost to a community’s health.  Maintaining roads, facilities, and equipment is no less critical to 

the economic vitality and prosperity of a community than is maintaining current program services.  

 

2) Amberley Village’s current Operating Cash-Flow Position (financial position) is very good.  

Amberley Village begins year 2013 with a General Fund balance of $1,626,000, nearly half (49.4%) of its 

2013 appropriations.  Its 2013 budgeted expenses were reduced 11.5% from the 2012 budget, projecting a 

positive cash-flow from operations of $580,000 for the year.  As will be discussed in greater detail in the 

report, this is the result of significant cost cuts as well as revenue increases (including the 10 mill real estate 

tax levy approved in 2012 with receipt of revenue beginning in 2013).  Additionally, it’s important to 

recognize that a number of other expenditures which were initially considered for the 2013 were ultimately 

cut from the final budget.  These cuts helped achieve a positive cash-flow budget for 2013, but did so in some 

cases by merely postponing the expenditures to a future year. 

 

3) In year 2020, Amberley Village’s General Fund operating cash-flow is projected to range 

between a positive $797,486 and a deficit of ($448,415) with the medium-case being a positive 

$184,287.      

 

As used throughout this report for describing the financial forecast ranges, the best-case basis is the 

result of using the high end range of the annual growth percentage rates (hence higher revenues) and 

the low end of the range for expenses, resulting in a higher net cash-flow amount. The worst-case 

basis is just the opposite:  it uses the lower rates of growth for revenues and the higher rates of growth 

for expenses, resulting in a lower net cash-flow amount (in some cases, a projected annual deficit). 

 

It is important to emphasize that operating cash-flow reflects program service expense:  It does not 

reflect any funding for capital improvements
3
. The financial forecast was based on reasonable 

assumptions for growth of revenues and expenses based on an analysis of historical trends, the current 

environment, and expected reasonable future trends. This raises two questions:  

a) How can the range vary by so much between the best and worst amounts ($1.3M)?  

First, note that the forecast assumptions for best-to-worst ranged between 0%-3% for most income and 

expense items.  (The primary exceptions were for health care costs, 6%-10%, and repair and 

maintenance expenses, 2%-5%, the basis for which is discussed in substantial detail in the assumptions 

section of the accompanying exhibits).  Second, the length of the forecast time period beyond the 

baseline of 2013 is seven years, to 2020. The important point this demonstrates is that over seven years 

even an incremental increase in growth rates can have a pronounced long-term impact because of the 

effect of compounding over that length of time. 

a. The forecast also reflects the continued receipt of $1.6M of revenues into 2020 from the 10 mill 

property tax levy, approved by voters in 2012.  

                                                      
3
 More specifically, there were no major capital funding transfers budgeted in 2013 to the various capital funds, except for 

$28,000 to cover the remaining amount needed to be added to existing balance in the Capital Improvement Fund to purchase a 

dump truck and chipper, initially planned in 2010. By virtue of it being included in the 2013 baseline budget, it is also included in 

the financial forecast to year 2020. 
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b. The forecast projects a range of outcomes because of the inherent limitation of projecting a 

single outcome.  A range provides the bookends for the likely best-case and worst-case basis 

outcomes, with the expectation being that the actual results are likely to end up somewhere in-

between
4
. 

b) What would it take in year 2020 to achieve the best-case basis, and conversely, the worst-case 

basis? 

Both the best-case and worst-case bases represent the reasonably expected bookends of the likely range 

of outcomes based on the following annual rates of increase. 

Best-case basis:    (Revenues at the high end and expenses at the low end of the ranges). 

Revenue: Income taxes, 2.5%; Real Estate taxes, 2.5%; most all other revenues, 0.0% - 3.0%.  

Expense: Wages, 1.0%; Health care, 6.0%; most other expenses, 1.0%. 

As explained in greater detail in this report, the historic trend since 2006 for income and real estate tax 

revenues shows a decrease in income from 2006 to 2013 as opposed to an average annual.  Therefore, 

for this financial projection, we conservatively used lower annual increase percentages.  Should actual 

revenues be higher, that is a high-quality problem that can be addressed. 

Worst-case basis: (Revenues at the low end and expenses at the high end of the ranges). 

Revenue: Income taxes, 1.0%; Real Estate taxes, 1.0%; most all other revenues 0.0% - 1.0%.  

Expense:  Wages, 3.0%; Health care, 10.0%; most other expenses, 3.0%-5.0%. 

As explained in greater detail in this report,  the recent historic trend of repair and maintenance annual 

increases have averaged 3.0%-5.0%) given that capital replacement and improvements have been 

deferred.  The worst-case basis considers that this could continue. 

Realistically, it’s highly unlikely from now to year 2020 that all conditions listed above under 

either the best-case or the worst-case basis would occur the same time. Hence they form the 

bookends to demonstrate that Amberley will likely end up somewhere in-between. 

 

4) Amberley Village’s future Economic Condition
5
 faces significant challenges. Amberley’s  t  

Capital Investments requirements through year 2020 are estimated at $12,959,899 ($13M).   

The $13M capital investment amount reflects the best current estimate today of the amount that Amberley 

needs in the future to replace vehicles and equipment and for major improvements to maintain streets and 

facilities.  It is important to recognize that this will be paid out over time and is not meant to represent 

the amount of funding that is needed right now.   As part of the next step in this process (Phase II), 

management will conduct further evaluations to determent how long the present capital assets can be 

maintained, and then can develop a systematic and methodical replacement and funding forecast for how 

much will be required annually in coming years for capital asset improvements and replacements.   

                                                      
4
 If conditions deteriorate beyond the worst-case basis in future years, it is presumed leaders will take responsible action to 

resolve the situation. 
5
 A Governmental Accounting Standards Board (GASB) term:  “Economic condition is a composite of a government's financial 

health and its ability and willingness to meet its financial obligations and commitments to provide services.” 
http://www.gasb.org/jsp/GASB/Page/GASBSectionPage&cid=1176156742174  
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The $13M represents the amount of investment necessary in the future for Amberley to continue to be 

sustainable:  That is, to continue to maintain the existing high-quality level of program services and street 

and storm sewer maintenance and conditions that residents have come to expect.  The amount is based on 

best estimates of future inflation-based costs, except for road improvements which are stated in today’s 

dollars.  Also recognize that annually as this is updated, adjustments will be made to the estimated amounts 

and hence the figures used today may be refined in future years.  The $13M figure includes estimated 

investments necessary for future continued capital investments in street improvements, parks and facilities, 

and equipment including Public Works, Police, and Fire vehicles. These represent essential and important 

capital investments necessary for Amberley’s continued sustainability. 

It’s important to note that the Capital Investment estimate of $13M does not reflect the amount 

necessary for potential investments in economic development and related infrastructure at the 

Amberley Green location.  To the degree Amberley Village officials deem it important to grow business 

and job opportunities and to expand the tax base (hence tax revenues), additional funding will need to be 

identified to invest in development opportunities to attract high-quality businesses. 

 

 

 

SUMMARY 

 

The challenge for Amberley Village is to identify funding for annual capital transfers in order to maintain and 

improve streets, facilities, equipment and vehicles as well as for economic development investments.  As the 

preceding summary reflects under 3) above,  after paying for annual operating costs there may be little or no 

remaining positive cash-flow for  transferring to fund capital expenditures as identified under 4) above.  The 

bottom line is that taxes and other revenues will have to increase, program expenditures may have to be cut, 

and capital improvements and vehicle and equipment replacements may have to be deferred until new 

revenues are identified or expenditures are cut.  Additionally, economic development efforts will be important 

in order to grow the tax base. 

  

In order to preserve its unique character and enhance it in future years, Amberley Village should consider 

developing a Long-Term Sustainability Action Plan and revisit it periodically, as follows: 

1) Continue the fiscal discipline to maintain a balanced General Fund operating budget every year to 

maintain and improve the delivery of program services. 

2) Annually update the capital investment plan to develop a program for regular maintenance and 

improvements of roads and facilities and for replacement of equipment and vehicles.    

3) Continue its program of seeking productivity, efficiencies, and of evaluating the effectiveness of its 

operations.  To achieve the first two goals above, this step is essential in order to restrain cost 

growth and to ensure positive General Fund cash-flow for continued sustainability of excellent 

services and capital investments. 

Amberley is currently blessed with a sound General Fund operating cash-flow position and currently has a 

high quality inventory of capital assets including roads, facilities, and equipment.  However, Amberley 

Village is at a pivotal turning point regarding its business model.  Difficult policy choices must be made 

regarding the allocation of limited financial resources to meet competing operating and capital needs.  

Amberley Village will likely never have a more advantageous time than today to develop a Long-Term 

Sustainability Action Plan. 
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2013–2020 FINANCIAL PROJECTIONS 

(GENERAL FUND) 

This report is presented in three sections: 

  I.  Current Operating Cash-Flow Position 

  II.  2013-2020 Financial Projections, General Fund Operations 

  III.  Capital Investment Needs   

 

I. CURRENT OPERATING CASH-FLOW POSITION 

Revenue and Expense Growth since 2006 

Amberley ended the year 2012 with a General Fund balance of $1,626,000
6
.  This represents nearly half 

(49.4%) of the 2013 initial budget appropriation expenditures.  Compared with 2012, for the 2013 budget 

Council and Management took actions to the 2013 to make substantial cost reductions combined with 

additional revenues (both discussed later), resulting in a net positive cash-flow of $580,000.  Note that the 

Finance Committee has discussed considering transferring some of this net cash-flow to the capital funds.  As 

will be address later in this memo, Amberley will need to maintain a business model that will generate annual 

net cash-flow in excess of operating costs to annually fund transfers for capital improvements and equipment 

and vehicles. The graph and table below reflect the amount of revenues and expenses from 2006 actual to 

2013 budget.   

GENERAL FUND OPERATING RESULTS: 2006-2012 ACTUAL AND 2013 BUDGET 

(in $1000’s) 

 

2006 2007 2008 2009 2010 2011 2012 

2013 

Budget 

Operating Revenue  5,118  7,767  4,619  4,974  4,355  4,450   9,928  3,871  

Operating Expense 4,501  5,032  5,445  5,394  5,354  5,152  11,096  3,291  

Net cash-flow 618  2,735  (826) (419) (998) (702) (1,168) 580  

 

  NOTES: 

1) The 2013 Budget represents the General fund only and does not reflect the revenues and expenditures of 

the separate $1.6M Police Safety Levy fund.  This is because the 10 mill tax levy revenue is dedicated for 

a specific purpose and therefore under State law must be accounted for in a separate fund
7
.  Hence the 

$1.6M revenues from the tax levy and the related expenditures are not included in the General Fund 2013 

Budget figures shown above. (Add $1.6M to the 2013 revenues and expenses as shown above to be 

comparable to prior years).  

                                                      
6
 Note that $256,000 received into the fund in 2012 as income taxes was subsequently determined to be an overpayment.  This 

will be refunded in 2013 and will reduce the fund balance.  The $1,626,000 fund balance figure is after deducting the $256,000 

payment to be paid in 2013.  This is an illustration of an unanticipated event, and emphasizes the need for margin of safety in the 

General Fund balance (and other funds) for anticipated events. 
7
 To be specific regarding the 2013 budget, the receipt is booked directly into the separate safety services fund.  The related 

expenditures are first booked in full in the General fund Police and Fire budgets to capture the full true cost of those services.   

They are then charged out to the safety fund, as deducted from the total in a separate budget line item in the General Fund. Hence, 
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General Fund Operating Results (in 

$1,000's)
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2) 2006-2012 amounts reflect the actual revenues and expenses, including some one-time significant 

variances.  This includes inheritance taxes of $3.4M in 2007 and $5.5M in 2012.  The expenses for 2012 

also reflect the $6.3M payoff of the Amberley Green debt and interest expense, funded by inheritance 

taxes plus an additional approximately $900,000 from the General Fund. 

3) In year 2013, a refund was paid of income taxes of $256,000 received in 2012.  The 2012 actual revenues 

above include the receipt of this revenue, to maintain consistency in the table to reflect the actual results 

for years 2012-2013.  

4) 2013 budget comments: 

a. The 2013 income tax figure is not reduced to reflect the $256,000 refund of income taxes in 

2013. This is because we want the 2013 amount to be the baseline for forecasting to 2020. The 

refund is a function of the erroneous receipt in 2012, and the trend going forward does take into 

account the fact that the $256,000 receipt is a one-time anomaly. 

b. The original budget was prepared in the fall of 2012 before the full results through December 

2012 were known.  Final 2012 results were examined, and in a few cases where actual results 

reflected variances, the 2013 original budget was adjusted to reflect those results (as explained in 

detail in the Assumptions schedules in the Exhibits).  In most cases, the adjustments were not 

significant.  For example: The cable TV franchise fee revenue budget for 2013 was increased 

roughly $5,000 to reflect past trend and the fact that the actual 2012 revenue was higher by that 

amount.    

 

                                                                                                                                                                                  
the net 2013 General Fund results exclude the costs funded by the $1.6M Police Safety Levy and for that reason, so do the 

financial forecast results projected to year 2020.  
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It is important to recognize that the General Fund forecast to 2020 presumes the continuation of 

the $1.6M tax levy revenues into this separate fund and the related expenditures.  To calculate the 

impact if the tax levy were to not be renewed, deduct another $1.6M of expenses from the 2018-2020 

projected net cash-flow figures shown later in Section II.  Either a replacement revenue source will be 

required or equivalent cost reductions will be necessary to make up for the lost revenue. 

Note also that while the tax levy was approved by the voters in the election of March of 2012, the 

effective ‘assessment’ date of the new tax was December 31, 2012 for taxes payable beginning 2013.  

The new taxes were not received by Amberley (from the County) until April 1, 2013.    

Revenues as shown in the table and graph reflect the increase from 2006’s $5,118,000 to 2007’s $7,767,000 

due to higher inheritance taxes.  But from that point forward, total revenues reflect a decreasing trend into 

year 2013’s budget of $3,871,000. 

 

 

 

 

 

 

 

 

 

The key takeaway is, rather than to expect a normal increase annually during the years 2006-

2013, Amberley’s four revenue sources above will receive less income in 2013 than in 2006. 

1) The State reduced Local Government Revenue Sharing 50%, which represents a revenue reduction of 

$91,260 from 2006 to 2013.  

2) The State eliminated the inheritance tax beginning effective in 2013.   

a. Amberley received over $12M of inheritance tax from 2006-2012. 

b. During the years noted above, Amberley received between $184,000 and $5,478,000 (2012) of 

inheritance tax revenues.  (The average was $1.7M/year, but it’s important to note that of the 

$12M, $3.4M was received in 2007, and $5.5M in 2012.) 

c. Absent inheritance tax, operating revenues ranged from a high in 2008 of $4,334,000 to a low of 

$3,764,000 in 2009, the very next year.  This reflects the impact the recession
8
 had in the span of 

just one year alone.   

3) The recession of 2007-2009 resulted in significant decreases to Income Tax and Real Estate tax revenues.  

Income tax reflected a $23,000 decrease from 2006-2013, and Real Estate tax a decrease of $174,000.  

(The latter includes the State’s elimination of Tangible Personal Property taxes, amounting to $25,000.)  

Let’s take a moment to weigh the significance of this data.   

                                                      
8
 This high and low determination is based on excluding the $256,000 of income tax overpayment received in 2012 which must 

be refunded in 2013. 

REDUCTION IN MAJOR GENERAL FUND REVENUES  

2013 budgeted revenue compared to 2006 actual revenue 

    

Local Revenue Funds from the State            ($91,260) 

Income tax                ($23,000) 

Real Estate and Personal Property tax          ($174,000) 

      TOTAL       ($288,260) 

Inheritance tax revenues  - varies by year (2006-2012)  ($184k-$5.5m) 
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a. For the 2013 budget, seven years after year 2006, Amberley experienced not merely a zero 

increase in income taxes, but a decrease in income taxes of $23k comparing 2013 (adjusted for 

the previously mentioned $256,000 refund) to 2006.  Beyond this ‘nominal’ loss, there has been 

an even greater ‘real’ loss (using economic terms) because the income tax revenue has not kept 

pace with inflation.   

b. The Real Estate tax decrease of $174k is the result of the collapse of housing valuation bubble. 

c. Combining the income and property tax decreases, this is nearly $200,000 ($197k), or roughly a 

5% (4.7%) decrease since 2006.     

Since 2006, the CPI has increased 15.5% (per the inflation calculator on the Bureau of Labor Services 

web site).  Had the 2006 normal recurring revenues (I.E. excluding inheritance tax) kept pace with 

inflation, Amberley’s 2013 budgeted revenues would be $4,832,793, or $962,000 higher than the 

budget of $3,871,000
9
.   

Collectively, these revenue reductions since 2006 above have placed significant fiscal constraints on most 

local governments, including Amberley.
10

  At the same time, a few expenses have continued to increase 

despite cost-containment efforts. This seven-year period since 2006 has witnessed the escalation of fuel and 

health care as well as the usual inflation-driven increases in most other expense line items. As capital 

replacements and improvements have been deferred, repair and maintenance costs have averaged 3.8% a 

year. 

 Management actions to address revenue cuts and expense increases 

To address the reduction in revenues and increases in costs, Village Manager Scot Lahrmer and Village 

Council enacted the following fiscal discipline measures: 

1) Submitted a ballot issue approved by the electorate in March of 2012 for a 5-year, 10 mill, real estate tax 

levy for funding Police Safety Services.  This will annually raise an estimated $1.6M, to be received in 

years 2013-2017.  The revenues will be recorded in a separate Public Safety Fund and safety service 

expenses will be charged to this fund from the General Fund. The $1.6M constitutes 64% of the total 

Police budget.   It is also nearly a third (32%) of total general operations for Amberley (the combined 

total of both the General and Public Safety funds). 

2) Implemented a refuse fee in 2011 to fully fund the cost paid to the third-party vendor (Rumpke) for 

providing hauling and recycling service. 

3) Applied the total $5.5M inheritance received in 2012, combined with an approximately $900,000 of 

additional fund reserves, to pay off the debt in full on the Amberley Green property purchase, thus 

eliminating future interest expense.  Amberley enters year 2013 completely debt-free.     

4) Entered into a shared services agreement with the Village of Silverton to provide dispatching services 

beginning December 2012 through December 2015.  Total revenues contributed to Amberley will be 

$245,000 over the term of the agreement.  Because the increase in expenses will be much less than 

revenues, this arrangement will be net cash-flow positive. 

                                                      
9
 Calculated as 15.5% times the 2006 actual revenues of $4,184,236.  This figure excludes the 2006 inheritance tax of $933,948 

because such tax was neither a steady amount nor a recurring revenue as are local government revenues.     
10

 Additionally, as of this writing, the State is conducting hearings on a municipal uniformity tax bill which if passed may result 

in additional income tax revenue cuts.  Because of the fluid nature of the bill and the uncertainty of whether it will be approved at 

all, such amounts have not been determined nor factored into this report. 
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5) Imposed a selective hiring freeze.  For 2013, the staffing level reflects 31 full time positions, down four 

from 2011. This will result in no reduction in service levels by implementing increased efficiencies, but 

may leave the Village vulnerable at minimum staffing levels critical to maintaining current programs and 

services
11

.  

6) Deferred selective capital improvement and equipment expenditures, other than essential investments and 

those where grant funding was secured to leverage the cost of stormwater improvements.  To illustrate, a 

dump truck and chipper encumbered originally in 2010 but deferred will be purchased in 2013.  (Note 

that while the deferral of capital expenditures provides a temporary short-term savings, it usually results 

in longer-term higher costs due to continued aging of facilities, fleet, equipment and roads, inflation,  and 

bunching of higher cash-outflows in future years.  In the end, the short-term cash-flow benefit trade-off 

usually increases costs later, and therefore may be cash-rich but economic-poor by merely postponing the 

cash outflow, not in yielding true economic savings through greater efficiencies.) 

7) Solicited bid costs for major expenditures including road salt (joining with Cincinnati’s bid), electricity, 

and refuse costs.  For the latter two expenses, Amberley joined with other government members of the 

local Center for Local Government (CLG) to jointly request electricity and refuse bids, thereby achieving 

economies of scale through shared service participation with other governments.  Additionally, where 

possible Amberley utilizes the State of Ohio cooperative bid program to secure lower costs. 

8) Enacted significant changes to the employee health care plan, scaling back from the highest level benefit 

plan to add a second, lower-cost, health care plan choice for employees.  Amberley also instituted 

increased cost-sharing contributions by the employees.  As a member of and in working with the CLG 

insurance pool, numerous changes were adopted since 2011 to control cost growth resulting in improved 

financial performance by the health consortium pool.   

9) Implemented numerous cost reductions in various line items throughout the Village.  Such reductions 

included savings in Police and Fire overtime, continuing a wage freeze for the third-straight year, and 

reducing other expense line items throughout the Village including repair and maintenance expenses.  

Additionally, Amberley purchased used police cruisers rather than new vehicles during 2013.  

Collectively, the cost cuts resulted in a combined 11.5%, $631,219 decrease in the 2013 expense budget 

from the 2012 operating budget
12

. 

Summary 

Amberley begins 2013 with an adjusted beginning General Fund balance of $1,626,000 representing nearly 

half (49.4%) of 2013’s operating expense budget of $3,291,000.  Additionally, its 2013 budget reflects 

positive cash-flow results of $580,000.  Both of these figures show that Amberley’s present cash-flow 

position is very good.  But, cash-flow position is all too often mistaken for economic condition, and hence 

represents only half of the story.   

As will be addressed later under the Capital Investment section, Amberley will need to fund a substantial 

amount of future investments in capital equipment, rolling stock, facilities, and other expenditures necessary 

to maintain the current Village program services and the community environment.  These represent presently 

existing unfunded liabilities and expenditures, many of which were deferred during the past ten years in an 

attempt to manage the annual budget (or in some cases, deficit). 

While the current operating cash-flow position is very good, the economic condition reflects substantial 

unfunded investments and liabilities which, if not addressed, will only increase as roads, vehicles, 

equipment and facilities age.  As these assets age, it is typical for maintenance costs to increase. 

                                                      
11

 Per the Village Manager’s budget memo dated December 7, 2012. 
12

 The 11.5% reduction was calculated using 2012 budget of $5,466,574 compared to 2013 budget of $4,835,355 before 

deducting the $1,544,000 Police/Fire expense transferred to the Public Safety Levy fund. Note that to be comparable, the $6.3M 

payoff of the Amberley Green debt and interest is not reflected in the 2012 budget which does otherwise include all other 

operating costs. 
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2013-2020 FINANCIAL PROJECTIONS, GENERAL FUND 

 

A. Underlying Methodology, Terminology, and Financial Projection Bases   

This report projects a range of the annual operating budget cash-flow outcomes for the General Fund 

through year 2020.  For practical purposes we’ll presume all expenditures are cash disbursements and not 

encumbrances at year-end.  Therefore, the annual results of operations will be expressed as net cash-flow, 

either negative or positive.  The financial projection provides a range of operating results from best to worst 

using assumptions for growth of key operating revenues and expenses.   Using a range serves to bookend 

the best and worst extremes as the outliers, meaning it’s probable that the actual may fall somewhere in-

between. The goal is not to pinpoint a number but to flag potential problems in the future.  This gives 

Amberley a starting point from which to implement a plan to target financial goals.   For this forecast, by 

using the terms  ‘operations’ and ‘operating results’,  this report is referring to revenues and expenses for 

normal operations but before deducting the cost of major transfers to the capital funds.      

1) The forecast starts with the 2013 operating budget
13

 and presumes that Amberley intends to continue 

through 2020 the high level of program services provided to residents as they currently exist. 

2) The forecast does not factor in risks or events beyond our ability to predict, including potential future 

national economic cycles or other risks.   

3) The operating results reflect the operating structure and program services currently in place, and  this 

means that the projections through year 2020 include the revenue from the voted 10 mill levy currently in 

place. (To envision the 2020 outcome without this income, deduct the levy revenues of $1.6M from the 

range of net cash-flow outcomes shown in section B which follows.)     

4) The revenue and expense growth percentage assumptions were based on historical as well as recent 

trends.  As an overview, the assumptions generally range between 0.0%-3.0%.   (For greater detail, refer 

to the memo explaining assumptions in Exhibit section). 

a) For expected increases in revenues, the intent was to be conservative by choosing what is 

reasonable based on actual financial trends since year 2006 and recognizing the current global, 

national, state, and local economic environment
14

.  While more aggressive revenue growth 

estimates could be applied, using higher percentages might result in ‘pricing revenues to 

perfection’, only to set up an unachievable revenue forecast.  In reality, if Amberley does receive 

greater revenues in the future, priority decisions can be addressed at the time regarding the 

appropriate allocation of the funds. 

b) The two primary drivers of revenue are Income Tax and Real Estate Tax, which together 

comprise 90% of revenues
15

.        

Growth %’s 

Low - High 

1. Income tax      1.0%-2.5% 

2. Real estate tax        1.0%-2.5%  

3. All other revenues (the remaining 10%)   0.0%-3.0% 

 

                                                      
13

  2013 budget was adjusted where historical trend and final 2012 results warranted a slight adjustment. 
14

 Specifically, coming off the 2007-2009 recession, current global growth in China is slowing, the Eurozone is in a recession, 

and the national economy is growing, but at a slow pace.  We’re now into an unprecedented fifth year of a zero-interest-rate 

policy by the Federal Reserve (since December, 2008) with no certainty from the Fed of expected higher growth (and hence 

interest rates) in the coming year.   
15

  Source of the 90% figure: 2013 original budget.  Note this excludes refuse revenues which offsets refuse expense and hence 

does not contribute toward other operating expenses. 
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Given that there was no increase in income tax revenue nor real estate tax revenue in year 2013 

compared to 2006 (in fact, they decreased by approximately $197,000), the high end of these 

growth ranges was set conservatively at annual increases of 2.5% each.  It was acknowledged 

that this period witnessed a severe recession and housing bubble collapse, both affecting the 

growth rates.  Yet, using higher annual percentages could make the outcome better, but that may 

not be realistic.  Absent strong reason for expecting seven years of housing increases and job 

growth, it is better to be conservative
16

.  As future years come to pass, if more income is received 

than expected, the additional revenues can be directed to meet needs as determined at that time. 

 

c) The two primary drivers of expenses are salaries/wages/employment taxes, and employee health 

care costs, which together constitute 70% of expenses.     Growth %’s  

   Low - High 

1. Salaries and wages     1.0%-  3.0%  

2. Employee health care     6.0%-10.0% 

3. All other operating expenses (the remaining 30%)  2.0%-  5.0% 

 

While it could be argued that higher expense percentages for growth could be used, it would 

make the worst-case basis annual deficits entirely unacceptable, something that Amberley 

leadership is not expected to permit in the first place by taking action to prevent it beforehand.  

The descriptions above regarding the growth assumptions for revenues and expenses are merely 

intended to provide an overview in this report without delving into extensive detail.  More detailed 

information regarding the research of historic trends dating to 2006, as well as more extensive trend 

analysis research, can be found in the Exhibit section. 

 

B. Financial Projection Results 

Based on the assumptions used in this forecast for General Fund operating revenues and expenses, 

Amberley Village’s General Fund net operating cash-flow in year 2020 will likely be within the following 

range:    

  

           Growth Assumptions     Year 2020 

    Revenue %  Expense %*          Net Cash-Flow 

 Best-case basis  1.5%-3.0%  1.0%-3.0%   $797,486 

 Medium-case basis 1.0%-1.5%  2.0%-4.0%   $184,287 

 Worst-case basis 0.0%-1.0%  3.0%-5.0%  ($448,415) 

 

* (Health care range: best, medium, worst: 6%, 8%, and 10% respectively) 

                                                      
16

 This is a short summary explaining the basis for assumptions for income and real estate taxes.  Greater detail regarding 

historical analysis of these and other income and expense items is provided in the exhibit attachments. 
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C. Summary 

1) The results raise the question “If we have a 2013 General Fund budget with a positive cash-flow of 

$580,000, then how can the worst-case basis projection result in a deficit by 2020?”   The reason is that 

for the worst-case basis forecast, the expenses are projected at the higher rates of 3.0%-5.0% and the 

revenues at lower, more conservative, 0.0%-1.0% growth rates. Hence the combination of low revenue 

growth with higher expense growth represents the worst-case basis resulting in a deficit in 2020. 

2) By using reasonable assumptions for bracketing the projected best-case and worst-case bases we establish 

important benchmark targets.  Should actual revenue results fall short, or should expense increases 

accelerate beyond the projected amounts, this forecast represents a trigger for action to prevent a smaller 

deficit from becoming a more severe and unmanageable one. 

3) Knowing the projected best-case and worst-case bases gives Amberley officials the opportunity to set 

goals to target the upper half of the range. 

 

THE KEY POINT 

 

It is critical to note that the figures above generally reflect operating costs only, carrying forward 

only a minor transfer ($28,000) for capital improvements, equipment and vehicles which was in the 

baseline 2013 budget.  The next section (Section III) of the report addresses the need for annually 

funding capital improvements and equipment and vehicle replacements.   

 

Note that these projections reflect the continued receipt of revenue from both the $1.6M 10 mil tax levy 

and the Refuse fees of $203,000.  Should a decision be made to decrease or discontinue these revenues, 

to estimate the financial impact either or both amounts (for a total of $1,803,000 plus inflation increases 

to 2020) should be deducted from the Net Cash-Flow amounts shown above.  This would mean that the 

net cash-flow would range from a deficit in 2020 of ($1,005,514) to ($2,251,415) in year 2020 (before 

factoring-in inflation for these two items).   
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What This Means 

 

 

A) Amberley faces challenges just to maintain a balanced budget out to year 2020, 

given that the best and worst case bases for operations (and not capital investments) 

range between a positive and negative cash-flow (in year 2020). 

 

 

B) This projection forecasts the continued receipt through year 2020 both the 10 mill 

levy proceeds and the refuse fees. 

 

 

C) The forecast does not reflect any material amounts transferred to the capital funds*.  

Amberley still needs to identify a method for generating money to pay for capital 

needs (as addressed in the next section). 

 

 

 

 

 

 

 The 2013 budget includes $28,000 transferred to the capital fund, and thereby as a function of the 

forecast this amount is projected to future years, including 2020. 
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II. CAPITAL INVESTMENT NEEDS 

 

Amberley has a number of separate capital funding needs.  For this report, we have categorized the needs into 

following list.  The funding for these capital improvements generally comes from the net cash-flow 

remaining in the General fund after paying all operating expenses.   (Note that given the size of the street 

improvement costs, alternatives for funding them are identified later in this report). Therefore, it is essential 

that there is money generated in the annual General Fund budget (after paying operating expenses) for 

transfer to these capital funds. 

 

 

 

 

 

 

Storm Sewer improvements are not listed because they are funded out of their own separately-

dedicated revenue stream which is sufficient to fund such improvements.  Should a decision be 

considered to eliminate the storm sewer charge, then the costs for such expenses will become entirely 

dependent on the General fund, in addition to the other capital investments listed above. 

Additionally, Amberley as of December 31, 2012, has an unfunded liability of $155,000 as a member of 

the CLG Health Insurance Pool. This liability is the result of claims expense exceeding Pool revenue 

during the first two years of the pool’s existence.  To address this deficit the Pool instituted plan coverage 

modifications, for example contracting with a low-cost MRI provider to achieve claims cost savings.  

Additionally, monthly premiums were increased.  This additional premium contribution is scheduled to pay 

the deficit and create a reserve for claims incurred but not reported (IBNR) within four years.  Eventually 

once the deficit is paid and the IBNR reserve is in place, there will be no need to continue paying this 

additional amount.  Therefore, because there is a funding mechanism built into the annual operating forecast 

within the annual health care expense line, there is no need to address it further in the section below. 

Police Department Vehicles and Equipment 

There are 10 police department vehicles: 6 cruisers and 4 administrative vehicles (among the latter, this 

includes Chief’s vehicle, Detective’s vehicle, on-call Supervisor’s vehicle, and a vehicle that is used for court 

or to attend training).  The 2013 acquisitions were two used 2010 Dodge Chargers, and the last time a new 

vehicle was purchased was in 2010, a Ford Explorer and a Crown Victoria.  The year of the vehicles ranges 

from 2006-2010, and the total mileage on the vehicles ranges between 31,000-110,000.   

Over the last four years, the total average annual mileage driven by all cruisers was 137,135.  During year 

2012, the average total mileage was lower, at 129,709 due to having fewer patrol officers.  For 2012, for the 

six cruisers the average annual mileage driven per vehicle was 21,618.  For a village of 3.5 square miles, that 

generally reflects the level of patrol enforcement conducted by the department during the daily work shifts.  It 

is important to recognize that the police vehicles also serve as the Fire responder vehicles in addition to the 3 

fire trucks identified below. Police officers also respond to Amberley EMT service calls to assist Deer Park 

Silverton Joint Fire District. Equipment includes body armor, investigative equipment (including camera 

systems), and firearms, for example. 

Fire Department Vehicles and Equipment 

Police vehicles and equipment     Street Improvements 

Fire vehicles and equipment      Accrued time liability 

Communication Equipment (dispatch)  Amberley Green Improvements 

Service Department vehicles and equipment  Economic Development 

Administrative equipment and Municipal Facilities maintenance and improvements 
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The fleet consists of a 1965 Pirsch Fire Pumper, a 1988 Seagrave, and a 2001 Sutphen Quint.  The first two 

have passed the general life expectancy of 15-20 years and the 2001 Sutphen has a stated 20-year life 

expectance to 2021 with an expected replacement cost of $900,000 (not reflected in the schedule that follows 

since it is beyond year 2020).  Equipment needs consist of SCBAs, hoses, rescue equipment, and scheduled 

replacements of 5 hydrants per year, for example. 

Communications Equipment 

This category represents the dispatch communication equipment replacement needs such as the radio console 

and the handheld radios. 

Service Department Vehicles and Equipment 

The fleet includes four International two-ton dump trucks and two pickup trucks ranging in age from 1998-

2008.  The 1988 dump truck cost $67,566.  The same truck purchased in 2008 cost $94,000 and the expected 

replacement cost is closer to $120,000.  The overall average age (year) of the fleet dates to 2003.  The 

equipment needs are varied in order for the Service department to carry out their extensive maintenance 

responsibilities and range from mowers to a backhoe, a bobcat, and chipper and leaf boxes. 

Administrative Equipment and Municipal Facilities Maintenance and Improvements 

Equipment and improvement needs range from the phone system and CAGIS software to the municipal 

building roof and HVAC systems. 

Amberley Green 

Amberley Green maintenance and improvements include the environmental abatements and demolition of the 

clubhouse, the parking lot and cart path, the dam, as well as tree removal and maintenance. 

Street Improvements 

This spring CDS Associates, Inc. completed an analysis of road conditions and prepared a current opinion of 

projected repair and improvement costs (in current-year dollars). 

 

   

REPAIR COST 

 

CONDITION 

LANE 

MILES 

PER LANE 

MILE TOTAL 

      Good 45.5 68%  $     23,048.00   $1,048,103  13% 

Fair 11.7 17%  $   197,622.00  $2,313,566  29% 

Poor 10.0 15%  $   460,382.00   $4,596,457  58% 

Failed 0.0 0% 

  

0% 

TOTALS 67.2 100% 

 

   

$7,958,126  100% 

   

Note that Amberley annually receives gas tax and license plate fees in its Street Fund, and the Village has 

budgeted $174,000 of revenue to be received in 2013.  As in the past, these annual receipts will continue to 

fund a portion of the cost of repairs shown above. However, given the $8M estimated road improvement 

costs, General Fund transfers will be required to subsidize the difference together with grants were available. 

Additionally, while inheritance taxes were eliminated by the State, in 2013 Amberley received $436,846 as 

taxes paid for deaths occurring prior to 2013. These and future receipts will be used to fund capital 

improvements. 
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Current Street Inventory Condition
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Conclusions 

 85% of lane miles are in fair-to-good condition, and only 15% are in poor condition. No roads are in 

failed condition. 

 Of the total estimated costs, 58% of the cost comes from the 15% that are in poor condition.  This 

evidences the importance of regular repair to prevent roads as long as possible from falling into the poor 

(or worse, the failed) category. 

 The cost above does not reflect installing new curb and gutter where they presently do not exist. 
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Municipal Building, North Site, Amberley Green, and Administration facilities and equipment 

Reflects the cost for building, grounds, facilities, and equipment at these sites, but does not reflect costs for 

the Municipal Building roof replacement (steel and membrane), Amberley Green Dam, economic 

development infrastructure or related improvements to the property, and other costs still in process of 

development as underlying capital schedules are being refined. 

Accrued Time Liability 

Calculations of estimated accrued time liability for unpaid leave time (vacation, comp, and sick time) have 

been prepared for employees who will be eligible for retirement between 2014 and 2020. They reflect 

estimated payouts calculated at current wage rates. This will require average annual funding estimated at 

$60,000 for 2014 and $40,000 for 2015, dropping to $35,000 thereafter.  These calculations do reflect the 

changes to the benefit accrual programs recently adopted in order to contain payout benefits. 

Economic Development Investments 

Opportunities exist to develop Amberley Green for future economic development.  To some degree, this may 

require investments in infrastructure to lure attractive business prospects.  Options exist which may be 

explored further to recapture the up-front development costs via payments from the businesses that develop 

the properties (principally, Tax Increment Financing, or TIFs).  Amberley officials may wish to evaluate the 

optimum mix of usage for the properties, recognizing in part the need for business income tax revenue 

growth.  Absent revenue growth from these opportunities, there is otherwise a limited upside potential for 

substantial increase in the two primary tax sources constituting 90% of current revenues: income tax and real 

estate tax.  Economic development costs are listed as a line item in the capital investments summary at the 

end of this section, but the amount is left blank subject to officials determining the appropriate level of 

investment opportunities in the future. 

Capital Equipment Funds: 2013 Budget and Projected Fund Balances 

The table below reflects the capital funds which are dependent upon the General fund, their respective 2013 

budgets (in dollars), and the projected year-end fund balance available to help meet investment needs. 

  

 Street Maint. 

& Repair 

(#200)  

 Capital 

Projects  

(#400)  

Capital 

Projects, 

Public  

Facilities 

(#410) 

 Capital 

Projects, 

Village Land 

(#420)  

      Beginning Cash Balance 1/1/13, before 

deducting 2012 encumbrances 

         

$633,226      $137,262            $24,104              $1,204  

Revenues (budget) 

 

         174,000  

 

                  -                      -    

Expense budget, includes encumbrances 

from 2012        (393,740)     (165,000)                   -                      -    

Transfer-in from General Fund 

 

       28,000  

  

      Ending Balance 

12/31/13 

 

         

$413,486             $262            $24,104             $1,204  

   

Note that the table above reflects the original budget and does not include supplemental budget changes 

including the aforementioned $436,846 of 2013 inheritance tax revenues. 
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Beyond balancing its cash-flow from General Fund operations, Amberley should consider a plan to fund 

annually recurring General Fund transfers to capital funds to sufficiently maintain and replace its capital 

assets over time.  For the first time in recent years, Amberley Village management has developed 

comprehensive capital improvement program schedules for each of its major categories of assets.
17

  These 

supporting schedules itemize the existing and future vehicles, equipment, and stormwater or street 

improvements needs, item-by-item, and by estimated year in the future.  The table below reflects the total 

projected asset replacement, maintenance, and improvement funding needs by category and Source Fund.  

Each of these categories will be addressed following the table. 

 

ANTICIPATED CAPITAL INVESTMENT EXPENDITURES 

YEARS 2013-202018 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The table above recaps the totals for each category of capital expenditure and the amounts are 

supported by separate detailed schedules explaining each expenditure. 

                                                      
17

 Note that transfers to a fund for accrued time liability a ‘capital’ item per se. But for purposes of this report it does represent a 

future cash outflow necessitating annual funding in order to meet these otherwise unfunded liabilities. Hence it is included above 

because of its need for annual funding transfers. 
18

 Estimated capital expenditures shown in the table above are only through year 2020, except for street improvements which 

reflect the Village Engineer’s total current estimated cost of repairs and improvements for the entire Village street inventory. 

CATEGORY FUND AMOUNT 

Police Dept. Vehicles and Equipment Capital Improvement, #400 $509,000 

Fire Dept. Vehicles and Equipment Capital Improvement, #400 757,400 

Communications Equipment Capital Improvement, #400 235,000 

Service Dept. Vehicles and Equipment Capital Improvement, #400 1,484,212 

Administrative Equipment & Municipal 

Facilities Maintenance & Improvements 

Capital Improvements, #400 

and Capital Projects, 

Public Facilities, #410 693,610 

Amberley Green 

Capital Projects, 

Public Facilities, #410 1,015,883 

Street Improvements Street Maint. & Repair,  #200 7,859,126 

Accrued Time Liability Employee Severance fund, #250 405,668 

Economic Development Capital Projects - Village Land, #420, 

Or a separate new fund 

To be 

determined 

   

 TOTAL $12,959,899 
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It is important to clarify that the Street Improvements reflect the total present cost to improve roads, 

but that this is not required to be spent and completed by 2020.  For all other costs listed, the amounts 

represent a continuation of existing practices of the normal recurring cycle for maintenance and 

improvement of facilities as well as cycles for replacement of vehicles and equipment.  Furthermore, 

the figures represent the best estimates available at this time.  As proposed capital improvements 

continue to be evaluated, refinements will be made regularly as new information becomes available. 

Amberley records gas tax and license plate fee receipts into the Street Fund, which are used to fund 

roads.  Any residual inheritance tax revenue settlements received in 2013 for deaths occurring prior to 

the expiration of the estate tax law will also be dedicated to capital improvements. ($436,846 was 

received in the first half of 2013). 

 

 

 

 

1) The capital expenditure program will have to be scaled back, and difficult trade-off decisions will be 

required. A sound, updated Capital Improvement and Investment Program (CIP) will have to be developed 

looking out to 2020 and beyond
19

. 

2) Maintenance budgets may need to increase because strategically the alternative to the capital investment 

plan above will necessarily require extending the existing lives of all assets because funding the full plan is 

beyond the financial capacity of the Village. 

3) Additional funding mechanisms will have to be established if Amberley wishes to maintain its current 

equipment, and vehicles in order to maintain its level of program services, and to maintain its streets and other 

facilities.  These options will be addressed further under the Strategies section which follows. 

 

Essentially, the reduction of State revenues has had a much more profound impact on local governments 

(including Amberley) than may have previously been recognized.  It has forced most governments to not only 

cut operations, but to defer capital expenditures.  Many governments used the inheritance tax revenues to 

fund capital improvements as well as equipment and vehicle replacements.  (Amberley received $12M of 

inheritance tax during 2006-2012.)    Deferring the expenditures is merely a short-term cash-flow solution.  

To illustrate, if a scheduled major road repair is postponed one year, then essentially the entire street repair 

program is pushed back a year, leading to further deterioration of a government’s complete street inventory 

for another year.  

 

                                                      
19

 The CIP program will need to look beyond year 2020.  To illustrate, the stated life for the Seagrave Fire Truck shows it is 

scheduled for replacement in year as 2021, at an estimated cost of $900,000.  Because it is scheduled for year 2021, it is not 

reflected in the preceding table which only reflects estimates through year 2020. 

It’s obvious that under its present business model that Amberley will not have $13M for capital 

investment and equipment and vehicles in the coming years.  Three steps will be necessary to 

address this problem of insufficient funds for maintaining capital investments. 
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STRATEGIES 
 

Based on the information presented in this report, the current financial business model will not enable 

Amberley Village to fund existing operations and also fund capital investment needs.  Therefore, trade-off 

decisions will be necessary based on priorities.  For most governments, this is the new reality.  The next steps 

in implementing this Financial Sustainability Plan will be to begin strategizing various ways to provide for 

funding of priorities.  While this will involve numerous options, Amberley realistically has only three 

categories where strategies will be focused. 

I. Operating Expenses  

II. Operating Revenues  

III. Capital Investments 

 

I. OPERATING EXPENSES  

 

Focus on Effectiveness:   Align Program and Line Item Costs with Priorities 

It is sound management to evaluate all costs based on prioritization.  This does not require complex 

bureaucratic systems but merely an analysis of, and statement in the budget addressing, how expenses and 

program service costs contribute toward achieving the defined the outcome goals of the Village.  This is a 

productivity/effectiveness tool as well as a prioritization tool to direct Amberley’s limited resources to the 

most important programs.   

Examine All Expenses and Prioritize them on Both a Bottoms-Up and Top-Down Basis 

Bottoms-up: Each individual line item and invoice paid. 

Top-Down:   By program service. 

 

As Amberley has done in preceding years, continue to utilize priority-based budgeting.  To standardize the 

process, consider using ranking terminology for expenditures that is both clear and distinctive.  Essential, 

Important, and Discretionary are potential terms for labeling priorities because their meaning is both clear 

and distinctive.  Not only should all invoice and line-item costs be prioritized on a bottoms-up basis, but so 

should the program services.   

The key point is, in order to keep the most essential services, governments will need to cut the 

discretionary ones first and then scale back the important ones next.  For example, electricity 

and local policing may be considered essential whereas perhaps a park-like amenity may be 

considered discretionary.   

To reduce costs, only by comparing all costs at once can a government reduce or eliminate the least 

important in order to ensure retaining the most important. 

 When proposals are made mid-year for single purchase items, recognize that in isolation, a case can 

be made for any reasonable proposal.  Absent an emergency need, the relative importance of a newly 

proposed program or line item cost is better measured when weighed in comparison with all costs, 

for example during the annual budgetary process.  To maintain a balanced budget, any increase in 

cost must be offset by a cost increase or a revenue increase. 
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When evaluating programs and expenses, focus on targeted outcomes, rather than becoming mired 

in inputs, outputs, and processes.  Focusing on outcomes requires an ongoing evaluation of all 

program services to ensure that a government’s resources are directed (spent) to achieve the most 

essential service goals, hence achieving the greatest effectiveness.  In an era of restricted revenue 

resources, this is the logical and responsible leadership goal. 

 

Focus on Efficiency and Productivity: Maintain a Culture of Continuous Improvement 

Multi-tasking is one means to achieve efficiency and productivity, and Amberley has implemented 

multitasking for years.  As just one example, Amberley is one of the very few leading governments in Ohio 

with a combined Police/Fire program service having a fully cross-trained workforce.   

Additionally, governments will increase their sustainability by implementing a culture of continuous 

improvement.  Specifically to illustrate:  For all current and proposed expenditures in the future, consider 

applying these questions: 

 

 

Why do we carry out this project/function/task, or pay this cost? 

1)  Does it help fulfill the most important goals and objectives of the Village? 

2)  Is it essential, important, discretionary? 

   3)  Could we find a substitute to meet the objective that would cost less? 

4)  Is there another more important expense for which the money could be better spent? 

5)  Can we live with the downside if we did it less frequently, or didn’t spend the money at all?   

 

Facing a future lacking assurance of continued revenue stream increases, governments that do not focus on 

efficiency and productivity will struggle to fund essential services and capital needs (ie, to continue to be 

sustainable). 

 

Explore Shared Services with Other Communities 

 

Nearly every government faces similar financial constraints in the coming decade.  Shared services are 

not new: Amberley has engaged in mutual aid for police and has outsourced for EMT services for 

years.  For governments going forward this strategy is becoming more prevalent.  Note, however, that 

there is a practical limit as to how much savings can realistically be gained through cost cuts. 

 

In the coming decades, governments may face growing difficulty in funding increasing operating and 

capital costs.  It can’t be ruled out that 10-20 years or more from now, nationwide local governments 

may need to merge services, if not in legal form, then in substance by sharing departments on a 

regional scale.  In fact, shared services have been in place for years on a regional scale because it just 

makes sense economically.  For decades or longer, counties have served as regional centers for health 

care and property tax assessments and collections, just to name a few program functions. States have 

provided vehicle licensing as well as a host of other program centralized services.  As another 

illustration, if the Regional Income Tax Agency can provide income tax processing to approximately 

200 governments throughout Ohio, then it is reasonable that we may have regional processing centers 

for services which are much less sensitive to residents than their income taxes, such as accounting, 

human resources, IT (information technology), and similar services.   

 

Because it’s likely that tax rates cannot be perpetually raised in the future as costs increase, there may 

not be enough revenue at the local government level to fund all future cost demands.  Shared service 
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arrangements have been in place for years, and in the absence of new revenues, this trend is likely to 

increase.  Cost efficiencies rather than perpetual tax increases will represent the primary option by 

which governments achieve sustainable balanced budgets. 

 

Continue the Selective Hiring Freeze   

The last resort for cost reduction by any employer is to layoff valued employees.  Occasionally, staff 

members may leave for positions elsewhere.  While no employer wants to see employees leave voluntarily, 

the silver lining is that it can be an opportunity for savings and a much better alternative to layoffs in order to 

save money by not filling the position. When vacancies occur, certain positions are essential and in some 

cases the job duties cannot be easily shifted.  For these reasons, judgment is necessary and therefore it merits 

considering a selective hiring freeze rather than an across-the-board hiring freeze. 

 

Continue to Solicit Competitive Bids for Major Costs to Ensure the Lowest and Best Value 

Amberley presently utilizes competitive bids processes for major expenditures such as road salt, electricity, 

refuse fees and other costs either on its own or by participating in joint bids with local other local 

governments. 

 

II. OPERATING REVENUES 

 

Operating revenues fall into three categories:  Income taxes, Real Estate Taxes, and All Other. 

INCOME TAXES 

Three options: The commercial tax base. The income tax rate, and the tax credit reciprocity.  and  

1) The Commercial tax base. Amberley is fortunate to own free and clear several undeveloped properties 

providing excellent opportunities for carefully-managed economic development.  Both the Amberley Green 

and the North Sites provide close proximity to interstate access, with Amberley Green offering the greatest 

potential for development for new business growth.  Given these site advantages, the optimal long-term 

sustainability plan would include a focus in growing the tax base to minimize the need for revenues or cost 

cuts from other sources.     

2) Income tax rate.  Amberley’s current tax rate is 2.00%.  In the Cincinnati area,  9 cities and villages have 

a rate of 2.0% (for example, Hamilton, Cheviot, and Norwood),and 4 have a higher rate, all at 2.1% 

(Arlington Heights, Cincinnati, Lockland, and St. Bernard). 

Therefore, rather than being at the low end of the scale, Amberley is near the top rate.  Just to illustrate, a 

0.1% increase in the tax rate (to 2.1%) would mathematically generate an estimated additional $112,500 of 

revenue.  A 0.25% rate increase (to 2.25%) would add $281,250 of revenue (both are mathematically based 

on 2013 revenue as projected in this forecast of $2,250,000). 
 

3) Reciprocity tax credit.   Amberley’s reciprocity tax credit is a full tax credit up to the limit of the tax rate 

paid to other local governments, but not exceeding Amberley’s 2.00%.  As listed above, in the Cincinnati area 

ten other cities and villages have the same 2.00% tax and four area communities have a higher rate, 2.10%. 

REAL ESTATE TAXES 

Only one option:  Ask voters to approve an increase in the millage rate 

Amberley’s total tax millage rate is 17 mills as shown below according to information downloaded from the 

Hamilton County Auditor’s web site, and Amberley’s Finance Department.   
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Inside millage:   

  3.14  General fund (general operations)  

  0.30 Police Pension fund, generates approximately $50,000 booked to the pension       

fund. 

Outside millage (approved by taxpayer vote):  

  3.56  Per charter. 

10.00  Public Safety, 5-year levy approved by the voters in 2012.Collection years: 2013-

2017.  Revenue is estimated at 1.6M and is booked to a separate public safety fund. 

 

Note that Amberley’s 17 mills ranks between Evendale’s low of zero and Lincoln Heights’ rate of 48.73.  The 

Hamilton County Auditor’s web site provides a document dated December 19, 2012 reflecting the total 

millage rate and annual tax cost for a residential property valued at $100,000. How does total real estate tax 

paid for an Amberley home with a market value of $100,000 compare to the rest of Hamilton County?    

1) Amberley residents pay $2,441 of total tax per $100,000 of market value based on a total millage of 

80.96. 

2) The highest total, $3,248, is paid by Wyoming residents in the Finneytown School District.  Of their total 

107.73 mills, 96.88 mills is for the school district, one of the higher school rates in the County. 

3) The lowest amount per $100,000 of market value is paid by Harrison township residents in the Southwest 

School district, $1,411.   

 

ALL OTHER REVENUES 

Fees 

Fees can be looked to as another opportunity for ensuring revenues keep pace with related costs.   Refuse fees 

were instituted in 2011 to recover the full cost of refuse expense, and hence do not contribute to net cash-

flow.  While all major fees could be examined
20

, Amberley may want to start first by looking at the Alarm fee 

(60k, 2013 budget).  However, even doubling this fee would generate only about 60k, insufficient to resolve 

the funding gap.  One approach would be to gradually phase-in fee increases to eventually cover the full 

annual cost to provide the service (and then adjust annually accordingly).  

 

SUMMARY  

Perhaps the optimal revenue solution would be to develop Amberley Green and perhaps the North Site.  This 

could generate new tax revenues by growing the tax base.  The other tax options include addressing changes 

to the income tax, reciprocity income tax credit, or the real estate tax millage rate.  

Regarding potential fee increases, even if all four major fees (Court fines and fees, Silverton Dispatch, Alarm,  

and Land Rent fees
21

) were increased 40%, it would only contributed revenues of slightly under $100,000 - 

insufficient to significantly resolve the funding gap.  A 10% across-the-board increase of these four fees 

would contribute approximately $24,000 more revenue.   

In the absence of material increases in revenues, the reality is the only remaining choices are cuts in 

program services and capital expenditures.      

 

 
                                                      
20

 Other fees include land rents, court fines and fees, and the Silverton dispatch fee. 
21

 Based on the adjusted 2013 budget in this report, these four fees total $237,500, 40% of which is just shy of $100,000. 
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II.  CAPITAL INVESTMENTS 

 

There is a limited choice of strategies for capital investment funding and savings. 

Grant Revenue Funding 

Grant funding is often the first choice for capital funding, leveraged by the local government’s portion of the 

payment.  Grant opportunities may be more difficult to secure in the future given that Amberley has no state 

routes and that neighborhood streets rank much lower on the grantors’ lists of priorities.  For road 

improvements, Ohio Public Works Commission Grants and Hamilton County Municipal Road Grants are 

likely sources.  As these grants become more competitive, a greater portion of contribution by governments 

for a share of the cost will be necessary to beat the competition for grants.  As for Community Development 

Block Grants (CDBG), unlike some other communities, Amberley does not meet the low-to-moderate 

income national objectives to qualify for CDBG grants.  As for equipment and operating cost grants, Police 

and Fire Equipment grants are possibilities and so are grants for three-year partial funding for new officer 

positions (the current one is titled CHP).  However, some grants, such as those which fund officers, come 

with certain obligations including maintaining a minimum staffing force for a period of time once the grant 

period has ended.  In coming years as the Federal Government continues to address its budget deficit and 

debt, funding of federal grants to local communities could be reduced. 

Cash 

Cash is the most common source for funding capital.  But for Amberley, the current business model may 

provide little or no additional free cash-flow for capital investment funding. 

Long-Term Debt 

Debt is a routine and acceptable funding vehicle for meeting capital needs.  Here’s why: Long-term assets 

benefit future generations for 20, 30, (streets, stormwater), even 50+ years (land, buildings) or more.  Funding 

them with debt is called Intergenerational Equity in the accounting world.  To illustrate, if residents 20 or 

more years from now will reap the benefit of a current capital road improvement, it is fair for them to share in 

the cost.  Their tax dollars paid in the out-years will provide the cash funding for the debt payments made 

during the years in which such taxpayer benefits from the use of the capital asset. 

Because Amberley is debt free, which is uncommon among local governments, this represents a greater 

opportunity that for most other governments for funding long-term capital needs such as street improvements.  

Note that there is no authoritative accounting rule that states how much is the appropriate amount of debt for a 

government.  That is left to the judgment of the local policy makers to determine.  In the industry, the general 

rule of thumb is that no more than 5% of a government’s annual revenues should be dedicated to debt 

payments.  Additionally, State law limits the amount of outstanding debt without taxpayer vote to 5.5% of 

assessed real estate valuation, and to 10.5% with taxpayer vote. 

Special Assessments Tax 

In some cases, governments have considered asking residents of a given street or neighborhood for approval 

of a special tax assessment dedicated to funding repair of their streets.  This methodology has been 

commonplace for funding sidewalk, curb and gutter improvements for decades.  In doing so, those who pay 

the tax are assured of directly receiving the benefit, as opposed to a general tax increase.  Special assessment 

improvements can be eligible in some cases for debt-funding which may be exempt from the State’s debt 

limits applied to general obligation debt as described above. 
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Extend the Lives of the Existing Capital Assets  

This has been the default choice for every government that may have been deferring its capital expenditures. 

Many local governments, like Amberley, have been deferring capital expenditures for years.  However, this 

option can come with a high risk/reward ratio.  The older the vehicles, equipment, streets and stormwater 

systems become the greater risk of deterioration or even failure.  This puts at risk the safe delivery of program 

services such as fire and police services (i.e. vehicles and equipment).  An additional negative consequence of 

deferring capital expenditures is the bunching of future costs for replacement, sometimes at much higher costs 

(example – regular and methodical street maintenance and repair vs. complete rebuilds).   

Governments benefit by having a systematic capital improvement and replacement plan.  Additionally, 

governments should establish a plan to extend asset lives by increasing the funding for periodic maintenance, 

and in some cases equipment needs could be selectively reduced.  Sharing equipment among governments, 

for example a lift truck, is another option.  in Increased funding for planned scheduling of maintenance and 

repairs  can extend the lives of capital assets, hence reducing the frequency of more costly replacements and 

improvements.    

Increased Road Maintenance and Improvement Technology  

Technological changes may extend the life of streets, equipment and vehicles, which may help resolve the 

challenge of funding capital costs.  We can’t rule out advancements in street repairs for major patchwork and 

complete rebuilds which may extend the life of roads.  Additionally, with the lack of funding capacity for 

complete road rebuilds, major substrate patchwork fixes in for larger road segments could become the 

standard default for road maintenance. 

Increased State Gas Tax and License Fees  

It is possible that State governments may migrate over time toward higher gas and license taxes in order to 

fund road improvements including for local governments in the form of grant and loan funding
22

.  Under its 

current business model, Amberley will be unable to fund all of its street improvements (as well as its other 

capital needs).  As this financial challenge increases, eventually State of Ohio leaders may need to consider 

such a tax funding mechanism.  The core question for local governments is to find the balance between 

funding near-term road improvements funded by local taxpayer burden, versus strategically extending road 

life and scheduling major improvements where possible to take advantage of potential future increases in gas 

tax road improvement funding. 

Update the Road Conditions Study Periodically 

It is important to update the engineer’s road condition study periodically, say every 3-5 years.  Only by doing 

so can the success in maintaining the road conditions be monitored and appropriate management decisions be 

made to continue to maintain roads to prevent falling behind. 

                                                      
22

  According to an NPR article, 19 states have or are considering increasing transportation funding. 

http://www.npr.org/blogs/itsallpolitics/2013/04/10/176811817/some-states-hike-gas-tax-va-tries-new-route-to-fund-roads. 

 

http://www.npr.org/blogs/itsallpolitics/2013/04/10/176811817/some-states-hike-gas-tax-va-tries-new-route-to-fund-roads
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III. SUMMARY OF STRATEGIES 

 

OPERATING EXPENSES 

1) Carefully manage the two primary cost-drivers: wages and employee health care.   

a. Wages:  Where possible, carefully evaluate the trade-offs seizing the opportunity for savings 

when future attrition occurs: Selectively opt to consolidate employee functions by consider 

leaving unfilled selected vacancies resulting from attrition. 

Even in the best of times, Amberley has carefully controlled its level of staffing.  Revenue reductions 

and cost increases have brought staff reductions to levels not seen in recent years.  Governments can 

default to thinking merely in terms of staff reduction as a way to reduce costs without recognizing it 

necessitates a cut-back in program services.  To otherwise expect the same level of service may be 

unrealistic and can put the safety of the staff and delivery of services at risk.  The smart way to 

approach cost reductions is to rank program priorities (see step 8 below) and make cuts strategically 

choosing to cut the least important programs (i.e. the costs of personnel who carry them out, via 

attrition). 

b. Employee Health Care:  Recognize the long-term impact of average annual increases, and 

consider the benefit of targeting an average annual limit for annual increases.  To illustrate, under 

the math Rule of 72, if health care expense increases average 12% a year, the total cost will 

double from the current 2013 cost of $369,808 to $739,616 in 6 years, in 2019. 

2) Continue to focus on productivity, efficiencies, and effectiveness to restrict or reduce expense growth. 

Note, however, there is a realistic limit to the annual gains from productivity of perhaps 1% - 3% 

annually. However, note that this strategy in concert with the strategy of attrition may not yield sufficient 

cost savings. 

3) Continue to explore shared services to reduce expenses, including shared equipment/vehicles. 

Currently, Amberley is actively involved in the sharing of services and has pursued such opportunities for 

a number of years. 

4) Prioritize expenses.   

Line item expenses – Reduce or eliminate expenses at the line item level starting first with discretionary 

costs and next, in selective cases where unavoidable, some important costs. 

Program Services - Reduce or eliminate the least important services in order to retain the most essential 

ones.  Ultimately, Amberley may have no other choice but to forego some excellent program service 

levels in order to retain them at level the Village can afford.  

   

OPERATING REVENUES 

5) Income tax options.  Perhaps the optimal revenue solution would be to develop Amberley Green and 

perhaps the North Site.  This could generate new tax revenues by growing the tax base.  The other tax 

options include examining the income tax rate, the reciprocity income tax credit, or the real estate tax 

millage rate 
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6) Real Estate tax levy.   Evaluate whether to ask the voters during 2017 to renew the 10 mil tax levy 

(effective 2018), to revise it, or to not renew it at all.  Currently in the 2013 budget, the levy funds $1.6M 

of operating costs – Public Safety Services (Police).  Because the levy is a five-year levy, the  2017 will 

be the last year for receiving the revenues.     If the levy is not renewed (or replaced),before 2018,  it will 

require either locating a replacement revenue source or making an equivalent cuts in program services.  

Given that Amberley needs to identify more funding for capital investments, not renewing the $1.6M tax 

levy will impose substantial if not severe challenges for Amberley to sustain services and capital 

investments in the community (roads, facilities, etc.). 

7) Refuse fees.  Continue the program of billing the full cost of refuse services to the residents.  Otherwise, 

cutting or eliminating the $203M refuse revenue stream will necessitate operating expenses cuts 

elsewhere (or require higher revenues). 

8) Other fees and taxes.   Where appropriate, raise fees so that they may contribute more toward and keep 

pace with the cost of services provided.  Compare fees to other communities and make adjustments 

where warranted to be comparable with the current market rates.  Evaluate fees periodically in the future 

as warranted to keep up with increasing costs. 

 

CAPITAL INVESTMENTS 

9) Annually update the capital investment schedules.  Consider the cycle of an annual summer update of 

the CIP.  That will enable the coming year’s recommended capital expenditures to be incorporated into 

the operating budget. 

10) Defer capital improvements.   Eliminate replacements of non-essential vehicles and equipment 

including those pertaining to program services that are reduced or eliminated, and establish preventative 

maintenance programs to extend the lives of existing assets. 

11) Consider funding street improvements with General Obligation debt, and/or special assessment 

debt by street or neighborhood. 

 

FUND BALANCE 

Governments may wish to consider a guideline for maintaining a minimum balance in the General Fund.  

There are two major reasons for doing so: 

12)  Cash inflows and outflows are uneven from month-to-month.  Fund balance provides cash for 

managing these timing differences.  Cash inflows vary due to semiannual payments of real estate 

taxes as well as for the periodic receipts of income taxes (the annual April 15
th
 due date and the 

quarterly estimated payment due dates).  Therefore, cash outflows can vary based on timing of major 

capital expenditures such as road or facilities improvements, or dump trucks, fire trucks, or major 

equipment items (backhoes, for example). 

13)  Unforeseen emergencies could require reliance on fund reserves. Risk management dictates that 

governments be prepared with available fund balance savings in the event of an unforeseen 

emergency that could either necessitate significant expenditures or should a major income stream be 

interrupted or eliminated.  Examples could include a natural event such as a major storm (tornado, 

hurricane Ike in September 2008, or the level three snow emergency in December, 2004).  Revenue 

streams could suddenly decrease or end, as in the case of closure of a major business, or, of a major 

recession. 
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There exist no State of Ohio laws or formal accounting pronouncements dictating a minimum level of fund 

balance, in part because of the deference afforded to each local government to determine the policy 

appropriate for its jurisdiction.  However, the Government Finance Officers Association (GFOA) has issued 

formal recommended best practices
23

 criteria for evaluating the appropriate level of minimum balance level. 

The general rule of thumb in the government finance industry for local governments run from a low of 16% 

to 33% and higher (two-to-four months of the next year’s total expense budget).   

However, some governments prefer to maintain higher reserves up to and beyond six months.  One reason is 

would be because if the fund balance were tapped for an emergency need, in this economy there is limited 

ability to restore the balance for the next emergency need.  For Amberley, another reason could occur in 2017 

if government leaders place the 10 mill levy on the ballot for renewal (or similar).  If the levy were to be 

defeated, fund balance reserves would provide a margin of time to address alternatives instead of requiring 

immediate action to offset the loss of the $1.6M of annual revenues.  Additionally, the longer vehicle and 

equipment replacements are deferred, the more likely it may cause ‘bunching up’ costs to replace a larger 

amount when the fleet wears out in future years.  In some cases, build up reserves in the General fund for later 

transfers to capital funds based on a CIP.   

Given Amberley’s $13M of future capital needs, officials may wish to consider some level of transfer from 

existing General Fund reserves in the near future to the capital funds.  While such transfers can be returned to 

the General Fund, under Ohio Revised Code it requires Council approval of a resolution to a local court to 

grant such an approval (which is generally routine to obtain).  

                                                      
23

 GFOA best practices web site:   http://www.gfoa.org/index.php?option=com_content&task=view&id=118&Itemid=130 

http://www.gfoa.org/index.php?option=com_content&task=view&id=118&Itemid=130
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CONCLUSION 

THE BIG PICTURE 

This report ends with the theme discussed in the introduction – Long-Term Sustainability.  The bottom 

line is, we are in the midst of tectonic changes in the financial business model for local governments.  For 

many if not most local governments nationally, all of the easier expenditure cuts have been made beginning 

with the initial round of reductions dating back to 2008 with the onset of the recession.  State revenue funding 

cuts, including the elimination of the inheritance tax, have left local governments with no easy choices.  Many 

governments have resorted to deferring funding of capital investments as the first step toward resolving their 

funding problems.  This is a short-term cash-flow solution with significant long-term risks to the economic 

health to the community, and to the property values of its citizens and businesses.  Many communities cannot 

afford the government they currently have, and some do not realize it yet.  The reality is, governments will 

have to adapt to live within their means the same way citizens have had to cut back to adapt during the last six 

years beginning after 2007. No easy choices remain.   

Addressing revenues and cutting expenses are only part of the solution for Long-Term Sustainability. 

1) There is a limit of how much taxpayers can be asked to pay higher taxes for increased 

government expenses. Many governments may be at or near the limit, including possibly 

Amberley.     

2) Essential local police, fire, and other public services delivered to the residents are part-and-parcel 

to building strong and vibrant communities, and there is a limit to how much they can be 

reduced.  

3) The need to fund long-term capital investments - most importantly roads as well as replacement 

of essential vehicles and equipment - is vital to the economic health and prosperity of the 

community as a whole, and of the well-being, property values, and hence finances of its 

residents. Year-by-year decisions made to defer capital expenditures will merely postpone the 

problem, possibly making the problem worse (more costly).  Decisions made over a period of 

successive years, unrelated to one another, are an inadequate substitute for a long-term 

comprehensive capital investment plan.  It’s reactive, not proactive. 

Many governments have addressed financial constraints through a series of annual cost reductions and in 

some cases, selective revenue increases.  What is needed is a long-term, more permanent solution.  We may 

have to solve this problem by thinking differently.  To truly achieve lasting, long-term sustainability, local 

governments may wish to consider the following two additional options: 

 

1) Consider appealing in unity with other local governments for an increase in the State road funding 

assistance, possible by raising the State gas tax (and/or license plate fees), with the revenues to be 

distributed to communities to fund local road improvements.   

Amberley received over $12M in inheritance tax from 2006-2012, and the State completely eliminated this 

revenue source for local governments beginning in 2013.  Many governments had utilized these revenues for 

funding capital improvements.  In the absence of this income, Amberley and other local governments would 

benefit from a dedicated revenue stream for funding roads.  This would allow governments to direct local 

taxpayer dollars toward funding vital operating services and the related equipment and vehicles essential 

necessary to provide such services.  Because the State eliminated the inheritance tax revenue source, 

there is sound basis for asking the State to replace the revenue it cut to local governments, possibly in 

the form of increased gas and license plate taxes dedicated for local road improvements.    
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Local governments might wish to consider that it will require continued and sustained long-term efforts in 

order to successfully appeal in unity to the State for a dedicated increase in revenues for road improvement 

funding.  State leaders need to recognize the severe long-term risks to the economic prosperity to Ohio, and to 

the social fabric of communities resulting from the deterioration of roads over time. This is a long-term 

problem that cannot be solved with short-term patchwork budget fixes. While it’s certainly far from probable 

that the State would immediately agree to increase local funding, across all of Ohio local taxpayers simply 

cannot be asked to continue to raise local tax rates to fill the revenue gap caused when the State legislators 

eliminated the estate tax (as well as the previously mentioned other state funding cuts).  

 

2) Local governments may wish to discuss opportunities for serious and meaningful savings to be 

gained by sharing services on a regional basis, for example for common back-office administrative 

needs such as accounting and finance, human resources, and IT. 

Admittedly this is a significant leap which local governments may not yet be prepared to consider.  It is 

recognized that this represents strategic long-term thinking
24

 and that this won’t happen overnight but may 

take years if it is to occur.  Yet it is becoming apparent that annually tinkering with smaller cost cuts and 

lesser fee increases won’t solve the significant long-term funding shortfalls for local governments.  As annual 

costs rise, perpetual tax increases are not the answer, and there is a limit to how much expenses can be cut 

before reaching bare minimum police and fire protection as well as public works services.  Finding 

meaningful savings sufficient to fund ongoing operating and capital investment needs may require that local 

governments share services on a much broader scale. 

 

 *     *     *    *     * 

 

Most governments have significantly reduced if not fully eliminated discretionary costs.  Major cuts to 

essential and important services may yield greater funding for road improvements, but at a severe and 

unacceptable cost.  Austerity is not the answer, and neither are higher taxes.  Investing extensive effort to 

squeeze out minimal cuts, or to ask voters raise taxes further, may not achieve long-term sustainability.  

Worse, it could be a misdirection of limited time which would distract from focusing on more permanent 

solutions, such as those listed above. 

If leaders of today do not act to solve this problem proactively, they may pass on this foreseeable and 

preventable problem to the leadership of tomorrow requiring them to address it in reactive mode, and possibly 

at a much higher cost to taxpayers.   

Amberley officials may wish to consider what role to play toward a permanent long-term solution in 

collaboration with the memberships of First Suburbs and Hamilton County Municipal League.  There will 

never be more time to solve the problem than by beginning now. 

 

 

                                                      
24

 Recently it’s become common in the business vernacular to refer to some up-and-coming businesses as ‘disruptors’.  Using the 

positive meaning of the term, essentially the magnitude of the tectonic changes to the government funding model will require 

significant and disruptive changes to established government service delivery systems.  Economist Joseph Schumpeter referred to 

this process as ‘creative destruction’, whereby new advancements disrupt (or destroy and replace) older established processes.  

(Think of it as the economic form of Darwin’s theory of evolution. For example, how many Musicland record stores from 30-40 

years ago still operate at the local mall?) 
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