
 
CITY OF LOVELAND 

MEMORANDUM 
 
TO:  Mayor and Council 

FROM: Tom Carroll, City Manager  

RE:  Referral of Income Tax Increase to Electorate - Memorandum 29  

DATE : March 19, 2012 
________________________________________________________________________________________________________ 

This memorandum accompanies two ordinances on the agenda to refer an income tax increase to 
the voters for November 6, 2012.  City Council has differing recommendations from City staff and 
the Finance Committee, and therefore both recommendations are presented in the form of an 
ordinance for Council’s consideration.     
 
Background 
The State of Ohio has changed tax laws and long-standing revenue sharing arrangements, which will 
reduce Loveland’s annual general government fund dramatically.  More State cuts have been 
promised.  At the same time, declining property values will reduce property tax collections starting 
in 2012.  In aggregate, the City will have between $950,000 and $1.1 million less in revenue to 
provide basic local government services by 2014.  Loveland is not alone in this challenge.  State 
budget cuts are impacting cities, townships, counties and school districts around the State.    
 
The City’s revenue picture has deteriorated even since last summer when randomly selected voters 
were asked for input on how the City should respond to the end of estate tax and known reductions 
in Local Government Fund revenue sharing.  Declining revenue impacts the full range of non-utility 
services provided by the City, including policing, firefighting, emergency medical services, parks and 
leisure, building and zoning, administration, finance, and street maintenance.   
 
In preparation for looming State cuts, the City has already reduced spending or saved more than 
$930,000 annually between 2010 and 2014, and more than $500,000 of these cuts are in the City’s 
General Fund.  Pro-active steps have been taken, including reducing the City’s workforce by 10% 
through attrition and without layoffs, switching to a high deductible-health insurance plan and 
shifting premium costs to employees, investing in wellness, and emphasizing a safe work 
environment.   Income tax, building and zoning inspections, and property maintenance services have 
been contracted out, employee training cut back, employee benefits reduced, and a number of 
smaller programs or services eliminated.  The Loveland Symmes Fire Department (LSFD) has 
agreed to forgo contractual increases in 2013 and 2014 for both the City and the Township.  The 
City has reduced costs and tightened its belt.   
 
In short, the City did not spend its way into this problem.  Instead, the City has a revenue problem 
because of decisions made in Columbus, not at 120 West Loveland Avenue.   
 
City staff has laid out for Council and the community what will have to be cut and eliminated in 
2013-2015 to absorb all these state-inflicted revenue losses.   Cutting Loveland’s budget further is a 
valid policy option.  So too is asking residents to consider increasing local taxes to replace some of 
the lost revenue.  If this matter is referred to the voters, they themselves will get to decide between 
two bad options: wholesale cuts in services or increased levels of taxation.   
 
 



 
Policy Options 
Council may elect to refer this matter to the voters, elect not to do so, or request additional options 
or information from City staff.   
 
Analysis 
Closing the budget gap with additional cuts fundamentally changes the service levels that residents 
will receive from the City of Loveland.  In December, City department heads and senior staff 
members laid out how absorbing state budget cuts through cuts to the City of Loveland’s budget 
will impact their ability to serve our residents.  Staff articulated that Loveland will be less safe, our 
roads will be less passable, our efforts to recruit businesses to broaden the tax base will be gutted, 
cultural programs such as the Fourth of July celebration and the Beautification program will be 
eliminated, and dedicated staff resources for public information and green initiatives will be cut.  It is 
staff’s professional opinion that absorbing these budget cuts will, in a relatively short period of time, 
make the community slide backwards in ways which will be undesirable for all and unacceptable for 
most.   
 
Both revenue options under consideration are to increase the income tax rate.  This is responsive to 
the feedback received from the focus groups last summer.  It also does not impact retirees who have 
no earned income because retirees not in the workforce do not pay municipal income tax, nor would 
those who are unemployed.  Property tax revenue solutions do impact those on a fixed income or in 
job transition, and therefore a property tax is not presently being contemplated.   
 
Staff continues to recommend that Council place before the voters an income tax increase from 
1.00% to 1.25% and increase the credit from 1.00% to 1.25%.  Of those Loveland residents in the 
workforce today, 37% of them pay 1.25% or more to another municipality, such as those who 
commute to Cincinnati, Sharonville, or Blue Ash.  These residents would not have to pay additional 
income tax to Loveland under staff’s recommendation; they already pay 1.25% or more to another 
City.  This makes the City of Loveland a more viable location for potential home buyers who work 
in higher tax communities.1  Additionally, this option will generate only 47% of its revenue from 
Loveland residents and the balance from non-residents who work inside the City limits.   
 
The Finance Committee recommended that Council place before the voters an income tax increase 
from 1.00% to 1.20%, and to keep the credit at 1.00%.  This recommendation follows a sentiment 
widely expressed at the resident focus groups last year that the additional burden should be shared 
broadly by all residents who work.  It generates more revenue annually than Staff’s recommendation, 
and therefore has greater potential to increase road rehabilitation funding, offset water rate increases, 
and endure as the current 1% has since 1967.  An estimated 60% of the additional revenue will come 
from Loveland residents and the balance will come from non-residents who work inside the City 
limits.  It has one disadvantage: 100% of the residents in the workforce will have to pay additional 
annual income in tax.  
 
Both options avoid further service cuts.  Both options reset a structural balance to the City’s budget 
and should enable the City to operate without additional income tax increases for the foreseeable 
future.  (It should be noted again, however, that a levy is still contemplated and recommended for 
Fire and EMS in 2014.)  Both options have advantages and disadvantages, though either is a valid 
alternative to additional service cuts and ultimately the voters will get to decide should Council refer 
this matter to the electorate.   

                                                 
1 Even a resident who would have to pay more tax to the City of Loveland under staff’s recommendation does have an 
interest in making sure that his or her home is attractive to a potential buyer, many of whom will have jobs in Cincinnati 
or Blue Ash.  So, extending the full credit is important, in staff’s opinion, to all residents even if it means that 37% of 
Loveland residents in the workforce will not have to pay any additional tax.   



 
 
Fiscal Impact 
Either option will generate sufficient revenue if approved by the voters to avoid further cuts in City 
services.  The recommendation by City staff is projected to raise $857,309 annually and the 
recommendation from the Finance Committee will is projected to raise $910,762 annually.   
 
In addition to raising different amounts of revenue, the two options impact Loveland taxpayers 
differently as well.  As detailed in prior memorandums, the impacts to the voter for each will depend 
on how much money the taxpayer makes and where he or she works.   
 
Under the option to raise the credit to 1.25% (the full credit option), 37% of residents in the 
workforce will not have to pay additional income tax because they already pay 1.25% or more to 
another municipality.  So, the fiscal impact to these residents will be $0 over what they already pay 
today.  For the average household with an annual income of $74,000 (Source: 2010 Census), 
assuming the breadwinner(s) does (do) not pay another jurisdiction 1.25% or more, the additional 
tax burden will be $185 annually.   
 
Under the 1.20% option with the credit remaining at 1.00% (the partial credit option), all residents 
in the workforce will pay an additional 0.2% of their annual income to the City.  For the average 
household with an annual income of $74,000 (Source: 2010 Census), the additional tax burden will 
be $148 annually.   
 
Legislative Process 
Staff has prepared two ordinances because City Council has two different recommendations, one 
from City staff and one from the Finance Committee.  It is appropriate, should City Council wish to 
refer this matter to the voters, to pass one of these ordinances and to reject or table the other.   
 
If Council adopts one of these ordinances, it must subsequently adopt a resolution to refer the 
matter to the Board of Elections.  A draft of this resolution is attached to this memorandum.  It is 
not introduced at this time for Council’s consideration and is not on the March 27th City Council 
agenda.  It is attached here so that Council will know what will come next should Council adopt one 
of the two ordinances on the agenda.  It may be necessary to modify this resolution, should Council 
defer action or modify one of the two ordinances on the agenda.     
 
Additionally, should Council elect to implement the partial credit option recommended by the 
Finance Committee, staff’s preliminary analysis is that another ordinance would have to be adopted 
to state that the City will only credit 1% of income paid elsewhere.  No action is necessary by City 
Council to keep the full credit, but if the credit is to be anything less than full, an ordinance will have 
to be brought forward and passed, presumably before the November election, holding the credit at 
1%.   
 
Recommendation 
Staff recommends City Council adopt one of the two ordinances to place this issue before the voters 
in November.   
 
 
Attachments 
Draft Resolution to refer the tax question to the Loveland Voters on November 6, 2012 
 
XC: Finance Committee 
 
Prepared By:  Tom Carroll 


