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A LETTER FROM JON MOELLER

Dear Mayor Pureval,

On behalf of the Cincinnati Futures
Commission, | am pleased to share with you
our findings and recommendations. For more
than a year, the Commission — which was

made up of nearly three dozen business, civic,
and community leaders — has poured over
data, interviewed hundreds of stakeholders
and residents, and thoughtfully debated the
best ways to address the City's economic and
financial future. | am grateful to everyone who
has contributed to this final product.

The Commissioners — and the stakeholders and residents
who we engaged - reflected the diversity of our broad
community. We engaged in this work with the belief,
which was confirmed as we did the work, that whether
you live in the City, work in the City, or visit the City on
occasion, you have a vested interest in its success. The
City of Cincinnati may be a modest percentage of the
region’s population, but it is a driving force in our overall
success. And as such, we engaged with hundreds of
leaders from all over the region during this process who
are committed to ensuring the City thrives and grows in
the future.

This report will recap our processes, offer you a series
of bold and achievable goals, and detail a series of
recommendations that, if taken in their entirety, will
put the City of Cincinnati and our region on a strategic
course of equitable economic and population growth
and secure the City's fiscal future.

When you and | first met to discuss this effort, you stated
clearly that every option should be on the table as the
Commission conducted its work. We took that maxim
seriously, and it guided our work throughout the last
year. We considered dozens of options that would close
the City's projected budget deficits, and vetted dozens
of ideas that would accelerate the growth of the City’s
economy, creating jobs, housing, and opportunities for
the people who live in our community.

When we started this process, | told the Commissioners
that | did not expect each of them to support one
hundred percent of the Commission’s ultimate
recommendations. What we are presenting to you is a
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consensus report, not one where each Commissioner
supports each and every recommendation. We have
endeavored throughout the report to articulate the
places where Commissioners disagreed to provide you
with context and understanding.

We believe that the recommendations contained
within this report are sound, actionable, and will

result in a better City for everyone who lives and

works here, and for all those who will live and work
here someday soon. | also want to make clear that

the recommendations detailed in this report are
interdependent and must be integrated to achieve the
expected results.

The work ahead will be complex and difficult, and
while the Cincinnati Futures Commission’s work is
complete with the delivery of this report, | believe the
business and civic community that has been engaged
throughout this process is commmitted not only to
support these recommendations but to see them
through to completion.

Thank you for the faith you put in us to run a truly
independent Commission. We took seriously our
responsibility to deliver you a blueprint that can solve
many of the City's major challenges and usher in a
decade of growth and prosperity in Cincinnati.

ﬁf\z@_ﬁy

JON MOELLER
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CINCINNATI FUTURES COMMISSION

INTRODUCTION

A VISION FOR THE FUTURE OF CINCINNATI

After more than a year of work, the Cincinnati Futures
Commission believes Cincinnati is poised to usher in a decade
of economic opportunity. After robust engagement and analysis
by experts, the Futures Commission is presenting a set of
recommendations that align the City's budget around core
operations, structure the City to support growth, and target
investments into economic initiatives.

Given headwinds over the past four years, the winding down of
COQVID-era federal aid, and uncertainty related to the shifting
nature of work, many cities are facing the real possibility of
cutting back on services and decreasing investments into their
communities. The Cincinnati Futures Commission was convened
to confront these challenges and orient the City toward growth.
The Futures Commission has spent the last year studying the
problems, engaging with the community, and working with
experts to develop solutions.

The City of Cincinnati —if it implements the recormmendations of
the Cincinnati Futures Commission — has an opportunity to go on
the offensive and solidify a more equitable and vibrant future in
these uncertain economic times.

Even as this report presents solutions to the economic and
financial challenges that the City must confront immediately,
the Futures Commission also recognizes that the City has long-
term liabilities that loom large over its budget. The Futures
Commission believes that now is the time to take bold action
—as the City did when it sold the Cincinnati Southern Railway to
address its deferred maintenance backlog — to mitigate the risk
the Cincinnati Retirement System (CRS) continues to present.
This report will outline steps that we believe the City should take
to solve this problem once and for all.

While this report will provide detailed and actionable
recommendations to the Mayor, it is guided by a set of key
takeaways that were established over the previous year's work.
These were the ways we measured our work and created the
threads that bind together disparate recormmmendations, creating
a unified report from a sprawling review of the City’'s finances
and its economic ecosystem.

The Commission

has aligned its
recommendations to help
achieve three key goals:
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THE CITY MUST PERFORM CORE FUNCTIONS WITH EXCELLENCE

Citizens and stakeholders in Cincinnati expect that their government provide basic City services — police,
fire, public services, parks, and recreation — with excellence, and they are willing to pay for that excellence.
Because jurisdictional diversity in the region gives residents and potential residents a wide array of choices,
it is important for the City to achieve a high standard in the services it provides.

THE CITY HAS BEEN PRUDENT WITH ITS RESOURCES OVER THE LAST DECADE BUT WILL NEED TO
CONTROL THE GROWTH OF ITS OPERATING BUDGET MOVING FORWARD

The Futures Commission found the City to be largely a well-managed entity, focused generally on the

basic services that a city must provide. It determined that the City took appropriate measures during the
COVID-19 pandemic and proceeding economic uncertainty to avoid fiscal calamity. To achieve full, structural
budget balance over the next 10 years, however, will require a combination of identifying operational
efficiencies, accessing new revenue streams, and adopting measures to more closely align the City general
fund growth rate with inflation.

CINCINNATI'S GROWTH IS NOT INEVITABLE; IT MUST BE INTENTIONAL

Some of Cincinnati's peer cities are growing at a much faster pace than Cincinnati due to favorable local
market conditions that are attracting development, talent, housing, and jobs. While it has momentum and
opportunity, Cincinnati policy makers must intentionally act to create favorable conditions for increased
growth. Absent these actions, Cincinnati could reverse its gains of the previous decade.

THERE ARE TRUSTED PARTNERS IN CINCINNATI READY TO DRIVE GROWTH

The City should rely on proven partners that have specialized expertise in economic development to
accelerate growth. Decades of growing partnerships have converged to create an ecosystem, that with new
investments, is ready to stimulate job and population growth.

THE CITY SHOULD BE GUIDED BY GOALS

The City has not traditionally been guided by growth goals. The Futures Commission proposes that the City
set and stick to a series of growth goals, and judge new policy, administrative structures, and operational
performance based on these goals.

THERE ARE FACTORS OUTSIDE OF THE CITY'S CONTROL THAT COULD LIMIT ITS SUCCESS

The City should work to control all of what it can. However, the City's ability to grow is affected by the
performance of the Cincinnati Public Schools system, the policies set by legislators in Columbus and
Washington DC, and the willingness of other local governmental entities, including Hamilton County and ‘
other independent governmental organizations, to work cohesively with the City. Residents and visitors do ‘
not generally make a distinction about what political jurisdiction is responsible for the services they value or ,{5'&«_
have issues with. W
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A MOMENT OF CONTRAST FOR THE CITY OF CINCINNATI

In August of 2021, the City of Cincinnati learned from the United States Census
Bureau that the City had reversed seventy years of population decline. The
City's growth rate from the 2010 to 2020 Census was just over 4%, an indicator
of modest growth but also a significant reversal of what had been a decades
long trend of population loss.

And yet that promising news of growth landed in the middle of a year dominated by the aftereffects of the
COVID-19 pandemic and dramatic changes in our society. Cities and their residents faced immeasurable
challenges related to job loss, safety, health, equity, and changing economic patterns. Cincinnati was no
exception.

The average Cincinnati resident was right to observe and feel the dichotomy that existed over the next few
years. The Cincinnati Bengals were headed to the Super Bowl and FC Cincinnati was winning a Supporters’
Shield, after all. Thanks to aggressive post-COVID support policies, restaurants were opening and thriving
in downtown and in neighborhoods. A local company in Madisonville was adding thousands of jobs and
creating community gathering spaces that would bring together neighbors and visitors. The University
of Cincinnati was announcing its largest class in history. Some Cincinnati neighborhoods like College Hill
and Northside were welcoming dense housing investments and commercial activity that fueled a growing
vibrancy in business districts. Arts institutions were thriving by focusing on a wealth of black and brown
artistic talent that had come to dominate the City's culture. In 2022, the City's beloved arts and light festival,
BLINK, returned to fanfare and provided significant economic impact.
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But these outward signs of economic health and optimism masked what were also difficult times for many
Cincinnatians. There was not enough housing being built to keep up with demand and it was affected
by macroeconomic trends of rising housing costs. In short, housing prices were skyrocketing, pressuring
current and would-be Cincinnati residents. Employers were responding to changing workplace trends, and
work-from-home policies stressed the City financially, already heavily reliant on the earnings tax. Troubling
data relating to schools, crime, and health continued to concern City leaders.

Because of federal government policy decisions, the City appeared to have money to spend, and so the City
created and invested in some valuable new programs and efforts, while holding back tens of millions of
dollars for a post-COVID economic recession or change in tax receipts.

And finally, a heightened attention to equity following a nationwide racial reckoning in July 2020 created a
new imperative for policy goals and a deliberate approach to creating an economy and society that created

more opportunity for all.

In some regards, the City of Cincinnati was thriving and outperforming its peers. And yet there were clouds
on the horizon. That paradox was how Cincinnati found itself at the beginning of the new decade.
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FORMING THE FUTURES COMMISSION

Multiple times in Cincinnati's history, groups of

civic and business leaders have come together to
provide support and counsel to the City's elected
leaders. In 1984, the Phillips Commission created

a comprehensive report focusing on the City's
operations. As a follow-up, the Infrastructure
Commission, chaired by John Smale, led an effort to
evaluate the City's infrastructure needs. In 2001, in
the wake of civil unrest in downtown Cincinnati, the
CAN Commission was created to identify necessary
police, community, and economic reforms. Shortly
thereafter, a group of business leaders helped create
a wholly new economic development framework
for downtown and Over-the-Rhine, resulting in the
creation of the Center City Development Corporation,
or 3CDC, and hundreds of millions of dollars of
investment in the City's urban core. Most recently,
efforts like GO Cincinnati and the Child Poverty
Collaborative have brought together business, civic,
and City leaders to tackle urgent challenges in our
community.

Beginning in early 2022, in conversations with
business community leadership, Mayor Aftab
Pureval inquired about the willingness to create

a commission that would evaluate and provide
recommendations about the City’'s finances and
financial condition. After discussions with the
Mayor, the Cincinnati Regional Chamber and the
Cincinnati Business Committee and Cincinnati
Regional Business Committee (CBC/CRBCQC),
proposed a “Futures Commission” that would not
only evaluate the City's finances but more broadly
identify an economic agenda for the City's future. In
addition, the Commission would ground their work
in data and community engagement, producing a
series of recommmendations that would incorporate
the opinions and perspectives of the Cincinnati
community at large.

At the request of the Mayor, Jon Moeller agreed to
chair the Commission.

At his State of the City Address in November
2022, Mayor Pureval officially announced the
Commission’s formation the work of the Commission

as “fundamental to the City's future.” The Mayor
noted that this would be an “undertaking that
could determine whether we prosper or falter as
a city.”

The membership of the Futures Commission
was designed to provide a diverse and thorough
knowledge base and expertise of the City.
Commissioners include executives, business
owners, nonprofit CEOs, and labor leaders.
Importantly, they sit on the boards of more
than 90 nonprofit, community and economic
development, and civic boards, bringing
perspective beyond their day-to-day work that
gave the Commission further reach into the
community.

FUTURES COMMISSION CHAIR
AND VICE CHAIRS

JON MOELLER, Chairman,
President, and CEO, the Procter &
Gamble Co. | Chair

KATIE BLACKBURN, EVP,
Cincinnati Bengals | Vice-Chair,
Community Insights & Priorities

PHILLIP HOLLOMAN, Co-Founder,
Hollomman Center for Social Justice
| Vice-Chair, Economic Agenda

TIM SPENCE, Chairman and CEO,
Fifth Third Bank | Vice-Chair,
Financial Review

| ;@L
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CINCINNATI FUTURES COMMISION MEMBERS

Stuart Aitken, Senior Vice President and Chief Merchant and Marketing Officer, The Kroger Co.
Matt Alter, President, Cincinnati Firefighters Local 48

Candice Matthews Brackeen, General Partner, Lightship Capital
Kerry Byrne, President, TQL

Manuel Chavez, CEO, Mobile Infrastructure

Michael Fisher, CEO, Winding Way Advisors

Chris Fister, Partner, Castellini Management Company

David Foxx, Chairman, d.e. Foxx & Associates

Bill Froehle, President, Cincinnati AFL-CIO Labor Council

John Fronduti, Assistant General Counsel, American Financial Group
Chris Habel, Partner in Charge, Frost Brown Todd

Deborah Hayes, President and CEO, The Christ Hospital

Dan Hils, President, FOP Local 69

Renita Jones-Lee, Regional Director, AFSCME Ohio Council 8
Elizabeth Mangan, CEO, Miller Valentine

Roddell McCullough, Chief Corporate Responsibility Officer, First Financial Bank
Candace McGraw, CEO, CVG Airport

Laura Mitchell, President and CEOQ, Beech Acres Parenting Center
Paula Boggs Muething, Chief Business Officer, FC Cincinnati

Jon Niemeyer, SVP, CAO & General Counsel, Western & Southern
Molly North, CEO, Al Neyer Inc.

Michelle O'Rourke, CEO, O'Rourke Wrecking Company

Bimal Patel, Founder and CEO, Rolling Hills Hospitality

Jorge Perez, President and CEO, YMCA of Greater Cincinnati

Neville Pinto, President, University of Cincinnati

Barb Smith, President, Journey Steel

Amy Spiller, President, Ohio and Kentucky, Duke Energy

Barbara Turner, CEO, BT Rise

George Vincent, Partner, Dinsmore

Ebow Vroom, CEO, Qey Capital Partners
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CINCINNATI FUTURES COMMISSION

THE CINCINNATI FUTURES COMMISSION ORGANIZED ITSELF INTO
THREE KEY WORKSTREAMS:

COMMUNITY INSIGHTS & PRIORITIES, CHAIRED BY KATIE BLACKBURN

The Community Insights & Priorities workstream leveraged existing efforts and conducted a
deeper analysis of the City's recent and planned community surveys. The workstream tapped
into the vast ecosystem of neighborhood and community organizations to ensure that the
community's civic priorities are incorporated into the Commission’s final recommendations
by capturing the insights of the people who live, work, and spend time in Cincinnati. Utilizing
expertise within the business commmunity and additional outside consultants, the workstream
helped prioritize the types of services and areas of investment identified by Cincinnatians

in order to elevate the policies and themes that matter most to the people of Cincinnati.
Aligned with the Financial Review and Economic Agenda work, the Community Insights

& Priorities workstream employed survey and polling tools and conducted focus groups to
deliver recommendations to the Commission and City on the issues and topics most relevant
to everyday Cincinnatians.

ECONOMIC AGENDA, CHAIRED BY PHILLIP HOLLOMAN

The Economic Agenda workstream was tasked with creating recommendations to drive
equitable economic growth and accelerate economic prosperity for the City of Cincinnati and
its businesses and residents. The workstream examined economic drivers, business expansion
and attraction strategies, economic inclusion efforts, and quality of life/livability initiatives.
The workstream had the opportunity to review and synthesize existing trends and economic
strategies across the City to ensure alignment and recommend the best way to codify,
streamline, and advance them. The work endeavored to seek an understanding of pandemic-
related shifts in the economy and urban growth and make recommendations based on an
analysis of the City's post-pandemic position in the local, regional, and national economy.

FINANCIAL REVIEW, CHAIRED BY TIM SPENCE

The Financial Review workstream evaluated and conducted a review of the City's structural
financial positions, revenue and spending projections, infrastructure and capital needs, and
overall priorities. As part of this review, the workstream benchmarked the City against peers
in key operational, budget, and tax policy categories. The workstream reviewed the City's
current and long-term budget trends and assessed the capital budget, including the state of
City infrastructure (roads, parks, facilities, fleet, etc.). Ultimately, the workstream's focus was
on ensuring long-term financial sustainability and operational excellence at the City in the
coming decade.

INTRODUCTION
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The work of the Cincinnati Futures Commission was supported by the Cincinnati Regional Chamber, the
CBC/CRBC, and key leadership team members from P&C. In addition, the staff team identified the need
for support for each workstream and led a process to identify potential consultant partners.

After a competitive search, the Cincinnati Futures Commission hired EY and Cohear to support the
processes with research, benchmarking, modeling, and overall consulting services.

EY: EY, a well-established firm in the Cincinnati business community, brought together a team from
across the country to support the Futures Commission with its Financial Review and Economic Agenda
workstreams. EY's team was comprised of seasoned professionals with experience in public finance,
revenue and expense analysis, municipal operations, and city budgeting. The team also included
professionals with experience evaluating water and railroad related infrastructure opportunities, as well
as professionals familiar with Cincinnati and Ohio economic development policy, public pensions, public
safety, real estate, human capital, and other backgrounds.

Cohear: Founded in 2017, Cohear is rooted in Cincinnati and has grassroots
networks across the city. Cohear provides a unigue model of community listening ( f@ heo r

and engagement, and led focus groups on behalf of the Commission to identify

trends, community desires, and overall perspective. Cohear partnered with EY's

survey research arm to conduct broad scale research in the City on behalf of the Futures Commission and
supported the work of the Community Insights workstream.

Throughout 2023 and early 2024, the full Commission met seven times, including a half-day session in the
fall. Each workstream met at least four additional times, and the Chair and Vice Chairs met an additional
six times. The staff team participated in more than 500 meetings and discussions throughout the year.
This report reflects the decisions and opinions and recommmendations of the Futures Commission, and not
of any consultant, organization, or individual's perspective.

This map shows the ten peer communities
used for the Financial Review and Economic
Agenda benchmark analysis.

These peer groups were selected considering '

15 attributes of central cities and their MINNEAPOLIS, MN
. . CLEVELAND, OH
corresponding metro areas across four major '

categories: INDIANAPOLIS, IN o o PlTTSBURGH, PA
. COLUMBUS, OH
- Population '

R CINCINNAT:, OF)
CINCINNATI, OH
Employment KANSAS CITY, MO b 4 9

ST. LOUIS, MO f LOUISVILLE, KY

Socioeconomic characteristics (e.g. minority o

share, income disparity, and education
disparity)

Government structure/state capital

The peer groups were also evaluated by how
frequently the MSAs/cities appeared in recent
local and regional plans.

' Selected Peer Region

o Indicates city is state capital



CINCINNATI FUTURES COMMISSION "

ENGAGEMENT AND COMMUNITY LISTENING

Importantly, the work of the Cincinnati Futures Commission was grounded in the perspectives of
Cincinnatians of all backgrounds and experiences. As such, the Commissioners and staff endeavored to
engage with hundreds of leaders, civic organizations, elected officials, and residents from a diverse range
of geographies, income levels, and backgrounds. Early on, Commmissioners realized that the importance
of the City’'s success extends beyond just individuals who choose to or can live in the City of Cincinnati.
The City's success is a necessary part of the region’'s economy, and as such, visitors and tourists, students,
and people who work or do business in the City were the focus of the community engagement effort,

as were former residents who moved outside the City and those who wanted to live in the City but for
whatever reason did not.

4 4
Over the past year, the Futures The Commission, led by Cohear,
Commission met and engaged with: conducted twelve focus groups, designed
to elicit opinions and perspectives from
More than 800 individuals individuals with unique lenses on the City.

o Those groups included:
More than 70 organizations that g P

are part of the City’'s economic . Low to moderate income residents
ecosystem, including groups
representing community
development, talent and workforce, . Middle income non-residents
human services, entrepreneurship
and innovation, minority and
women-owned businesses, arts - Young professionals and college students
and culture, and econtomic

Middle income residents

High income residents

Business owners in business districts
development.

Black Cincinnatians and persons of color
16 City departments, each of the

City's Councilmembers, the Mayor,
the City Manager and her team, and . Visitors
previously elected City leaders.

Commuters

The Commission used the City's resident surveys to provide a baseline set of perceptions about how
residents view the City and its services. The Commission also conducted a survey regarding perspectives of
the City, its budget, and the issues that are top of mind for the public. That survey included more than 700
respondents, more than half of whom were City residents.

These insights informed the work of the entire Commission throughout the year and are woven into the
fabric of the Commission’s recommendations and this report.

INTRODUCTION
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UNDERSTANDING THE CURRENT STATE OF CINCINNATI

Among its first pieces of work, the Cincinnati Futures Commission engaged in a learning effort to identify
the nature of the challenges facing the City. The overarching themes for the City are clear:

THE CITY HAS A SIGNIFICANT STRUCTURAL DEFICIT THAT NEEDS ATTENTION

The operating deficit of the City is pressured by remote work, rising employee costs, inflation, and a poten-
tial recessionary environment. The City's operating budget deficit is projected to be $438 million over the
next decade. This assessment is somewhat more optimistic than the City's baseline assumptions and is
the amount the Futures Commission used to develop its recommendations.

CFC’s updated 10-Year GF surplus/ (deficit) projections, 2024 - 2033 ($ in M)

$602019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

$40 -
$20 -

$0

($20) -
($40)

($60)

($80) =@~ GF - city actuals/budget projections RS ~e. T~ -
Actuals/Budget - ®- GF - CFC Projection TTtele
(pension contribution at 17%)

($100) - - ® - GF - CFC Projection

(incl. 1.5% yearly pension step-up)

Surplus / (Deficit) Projections ($inM) FY24 FY25 FY26 FY27 FY28 FY32 FY33 Total

City’s GF baseline 0 0 (35) (45) (55) n/a n/a n/a n/a n/a n/a

GF - CFC Projection

(incl. 1.5% yearly pension step-up) 1 m (33) (39) (47) (56) (64) (73) (83) (92) (487)

1 Projections for GF expenditures grow off the FY24 approved budget; all General Fund Projections are inclusive of ARPA funding
2.  Personnel Vacancy Assumption (PVA) incorporated in CFC expenditure projections equates to 3.5% in baseline to offset increasing wage assumption

INTRODUCTION
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CINCINNATIANS ARE BURDENED WITH HIGH
TAXES AND FEES

Through a review of total tax and fee (state and local)
burdens facing City residents and through feedback
from focus group conversations and survey data,
the Futures Commission learned that Cincinnatians
face a higher overall burden than most of its peers,
even as the portion of taxes the City collects is
comparatively lower. This burden, when coupled with
rising housing costs and inflationary measures is
meaningful to Cincinnati taxpayers. Because of this,
Commissioners worked hard to assess any new fees
or revenue generation recommendations to ensure
they maintained the balance between needed
investments, the City's competitiveness, and the
impact to taxpayers.

SAFETY, BOTH PHYSICAL AND PEDESTRIAN,
IS CRITICAL TO RESIDENTS, WORKERS, AND
VISITORS

Nearly every encounter with a resident, worker,

or visitor led to a discussion about safety.
Commissioners heard clearly that physical safety was
a top priority, and there was support for visible and
well-funded police and fire services. Additionally,
the qualitative and quantitative data showed that
pedestrian safety in neighlborhoods and downtown
was a key priority as people value high quality
sidewalks and trails and do not feel safe with
vehicle speed, driver carelessness, and lack of traffic
enforcement.

RESIDENTS VALUE THE SERVICES THE CITY
PROVIDES

A clear trend line emerged through resident
responses to prior surveys (e.g. the City's Resident
Surveys) and Futures Commission research of a high
level of satisfaction with the services provided by the
City. The Futures Commission survey, for example,
showed 75% of residents rating the City's basic
services as “good or excellent”. Services that rose to
the top of resident satisfaction include trash and
recycling collection, fire department services and
health department services.

CONCERNS ABOUT ACCESS TO QUALITY
SCHOOLS HINDERS THE CITY'S ABILITY TO RETAIN
RESIDENTS

While the Futures Commission was not convened

to evaluate Cincinnati Public Schools, it was clear
from resident and stakeholder conversations that
the perception of the public school system limits
the City's ability to grow. Residents seeking a higher-
performing or more convenient school system

are choosing to leave the City or seek out private
alternatives. The current state of CPS presents
challenges to growth, and policy makers and the
Cincinnati community should engage in analysis
and reform efforts, some of which are underway or
contemplated - including a renewed emphasis on
student outcomes.

ACCESS TO ATTAINABLE AND AFFORDABLE
HOUSING IS A TOP PRIORITY

As is generally true in cities across the country at
this moment, residents are frustrated by a lack of
affordable and attainable housing. This manifests
itself differently with different residents: some are
income limited and need deeply affordable housing,
while others would like to live in the City but cannot
find housing that suits their budget or lifestyle. It
seems that many are not happy with the current
housing stock in the City, necessitating an increase
in housing at all levels.

RESIDENTS ARE BROADLY UNAWARE OF THE
CITY’S BUDGET CHALLENGES

Many citizens are accustomed to the City facing
difficult financial conditions and have not
distinguished this critical moment from the

City's run-of-the-mill annual budget challenges.
For example, only 14 percent of respondents to

the survey believed the City's financial condition

is “fair or poor”. The Futures Commission
immediately recognized this as a challenge, as it

is recommending significant changes that may
come as a surprise to residents who are not closely
following the longer-term structural imbalances in
the City's budget. However, the data showing a long-
term unsustainable financial model is undeniable.

THE CITY'S PENSION FUNDING SHORTFALL IS

A UNIQUE ALBATROSS THAT THREATENS THE
CITY’'S GENERAL FUND AND HAMPERS THE CITY’S
ABILITY TO GROW

The City of Cincinnati is the only city in Ohio

that has its own municipal employee pension

fund. It was funded at approximately 69% at the

end of 2022. Because of the City’'s Collaborative
Settlement Agreement, the City is required to

make contributions of at least 16.25% of payroll and
agreed to a fully funded pension system by 2045
and is currently contributing 17%. Maintaining that
contribution level means it is projected to be funded
at 29% in 2045 based on actuarial estimates. To
continue increasing that contribution to meet the
full funding obligation would cause significant strain
to the City’s general fund, with an average yearly

INTRODUCTION



contribution averaging $60 million between fiscal
years 2025 through 2045. The long-term implications
of finding ways to fund the City’'s pension obligations
is an issue that has consistently loomed over the City
and its workforce.

THE CITY'S INFRASTRUCTURE DEFICIT IS
SIGNIFICANT BUT IS MITIGATED BY THE SALE OF
THE CINCINNATI SOUTHERN RAILWAY

During the work of the Futures Commission, the City
of Cincinnati elected officials and voters endorsed
and approved a plan to sell the Cincinnati Southern
Railway, creating a permanent trust to fund City
infrastructure commitments. At the beginning of
this process, the Futures Commission identified a
nearly $400 million funding gap through 2029. That
deficit should be eliminated based on projections as
a result of the railroad sale. While the Commission
believes the City should remain vigilant about
ongoing infrastructure needs, the increased funding
creates a path to sustainability. More on this solution
will be detailed later in the report.

The Economic Agenda workstream
undertook an analysis of the current state
of the City's economy and the ecosystem
inside and outside of City government that
supports it. By analyzing Cincinnati on 37
metrics against a set of ten peer cities and
engaging with more than 70 stakeholders
across the economic ecosystem, the
Commission gained a clear sense of the
state of Cincinnati compared to its peers
and in the eyes of the people who are
working in its economic ecosystem. The
overarching themes from this work were:

THE CITY NEEDS A STRATEGY TO ATTRACT GOOD
PAYING JOBS AND GROW ITS POPULATION

At least 50% of survey respondents said “increasing
the availability of well paying jobs” should be a
priority to promote economic growth. Harnessing
the future growth potential of Cincinnati's diverse
and innovative economy will rely on a combination
of factors streamlining procedures and policies

for attracting new businesses; transforming new
and existing spaces for jobs to locate; and creating
pathways to economic opportunity in the region’s
key growth sectors.

FINAL REPORT

THERE IS A LACK OF COORDINATED VISION
REGARDING ECONOMIC DEVELOPMENT

The Commission’s initial findings, supported

by stakeholder interviews, suggested that the

City lacks a bold vision for economic growth.

There was a belief that City leaders typically do

not prioritize economic development projects,
allowing bureaucratic protocols and processes
and misguided policy goals to limit or curb
opportunities rather than deploy the City’s tools

to support development and growth initiatives.
Consistently, Commissioners heard that this lack of
leadership or clear vision presented the perception
of an anti-development culture at City Hall. This

is borne out both by large developers who do
business in Cincinnati and other places across the
country, as well as small businesses and residents
looking to pull permits to invest in their storefronts
and homes. Put simply, doing business with the
City is a major challenge.

INNOVATIVE AND
ENTREPRENEURIAL -

INCLUSIVE

e CONNECTED
Bottom§0% | Bottom 25% |

CINCINNATI'S LACK OF DENSITY IS HOLDING IT
BACK AND PRESENTS OPPORTUNITIES TO GROW

At 78 square miles, Cincinnati is one of the smallest
geographic footprints among peer cities. The City's
309,513 population makes up only 14% of the overall
regional population. Cincinnati has the lowest
density among geographically smaller benchmark
cities (<100 square miles), including a lower density
than Columbus, which spans 220 square miles.
Cincinnati also exhibits a disconnect between
people and jobs. According to an analysis from the
Brookings Institution, Cincinnati's central area has a
ratio of less than one resident for every four jobs.
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City population per square mile, 2022 Ratlo of central city residents to jobs, 2019
City land area
Minneapolis St. Louis
Pittsburgh Kansas City
Cleveland Pittsburgh
St. Louis Nashville
Columbus Columbus
o Cincinnati m— Minneapolis
Raleigh Cincinnati

Indianapolis Cleveland
Louisville Louisville
Kansas City Indianapolis
Nashville Raleigh

While Cincinnati's geographic size is not something that can easily change, smarter land use is one
tool in building a more sustainable economic future in Cincinnati and represents an opportunity to
create density and foster connectivity between the various neighborhoods and business districts. These
findings make clear two things: the essential nature of strategic site development for new jobs and
housing, and the imperative to support efforts to build more dense communities that can house the
residents, jobs, and amenities that make Cincinnati an attractive place.

THERE ARE UNTENABLE DISPARITIES BETWEEN CINCINNATIANS THAT MUST BE ADDRESSED
While Cincinnati is a diverse community with 40% of residents identifying as Black, overall, Cincinnati
is not as inclusive when compared to its peer cormmunities, ranking last in four of the six inclusivity
indicators the Commission studied. While there are exceptions, regions characterized by less severe
economic, educational, and employment disparities between communities of color and the rest of the
population typically outperform their more racially divided counterparts.

Among the starkest findings, Cincinnati has the highest level of income inequality among benchmark
cities. Households in the top quintile earn 29 times more than those in the bottom quintile. Additionally,
Cincinnati has the largest gap between the top 20% and bottom 20% of income earners, indicating there
may not be adequate opportunities for middle-class residents.

Ratio of mean income of Median female
Rank Benchmark city top 20% versus bottom Rank Benchmark city earnings as share of
20% of households, 2021 median male earnings
1 Columbus, OH 134 1 Minneapolis, MN 94.7%
2 Indianapolis, IN 145 2 Nashville, TN 89.5%
3 Kansas City, MO 15.4 3 Raleigh, NC 82.1%
4 Louisville, KY 159 4 Columbus, OH 82.0%
5 Nashville, TN 17.4 5 Indianapolis, IN 81.4%
6 Raleigh, NC 186 6 Cleveland, OH 81.0%
7 Minneapolis, MN 188 7 St. Louis, MO 80.8%
8 Cleveland, OH 214 8 Louisville, KY 79.8%
9 St Louis, MO 24.0 9 Kansas City, MO 76.5%
10 Pittsburgh, PA 265 10 Pittsburgh, PA 74.8%

11 Cincinnati, OH 29.4 11 Cincinnati, OH 71.7%
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Ratio of percent of Black residents with

Share of Black workers in a bachelor’s degree or higher to percent

Rank Benchmark city management occupations Rank Benchmark city of White residents with a bachelor’s
degree or higher
1 Pittsburgh, PA 92% 1 Nashville, TN 0.58
2 Kansas City, MO 85% 2 Indianapolis, IN 057
3 Raleigh, NC 83% 3 Louisville, KY 0.53
4 St. Louis, MO 8.1% 4 Raleigh, NC 051
5 Columbus, OH 8.0% 5 Cleveland, OH 0.45
6 Indianapolis, IN 76% 6 Columbus, OH 0.44
7 Nashville, TN 71% 7 Pittsburgh, PA 040
9 Cleveland, OH 57% 9 Kansas City, MO 0.35
10 Minneapolis, MN 56% 10 Minneapolis, MN 0.30
M Louisville Ky 55%
. Foreign-born share of Ratio of median income
Rank Benchmark city population Rank Benchmark city between White and Black
households
1 Columbus, OH 15.1% 1 Indianapolis, IN 15
2 Raleigh, NC 158% 2 Nashville, TN 15
3 Minneapolis, MN 137% 3 Co\umbLLs, OH 16
4 Nashville, TN 15.6% 4 Cleveland, OH 17
5 Indianapolis, IN 10.9% 5 Louisville, KY 17
6 Louisville, KY 99% 6 Kansas City, MO 19
7 Pittsburgh, PA 8.6% 9 Raleigh, NC 27
8 Kansas City, MO 80% 8 St. Louis, MO 2]
0 St Louis, MO 0% 10 Minneapolis, MN 24
L Cleveland, OH 57% 11 Cincinnati, OH p X

CINCINNATI HAS A DIVERSE ECONOMY THAT
POSITIONS IT WELL FOR SUCCESS

Cincinnati has a diversified economy where

no major industry category exceeds 17% of
employment. This diversity, combined with a
strong presence of Fortune 1000 headquarters
and key institutions like the University of
Cincinnati and Cincinnati Children’s Hospital
and Medical Center, foster an environment of
enhanced economic resiliency. Cincinnati is
also the ever-expanding innovation hub for

the region as evidenced by its concentration of
patents, university R&D funding, and workers in
STEM related fields — all areas where Cincinnati
outperformed most of its peers.

Admin. anc
mgmt. s

Manufacturing

*Other includes Construction, Other Services (except Public Administration), Arts,
Entertainment, and Recreation, Educational Services, Wholesale Trade,
Transportation and Warehousing, Information, Real Estate and Rental and Leasing
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SETTING BIG GOALS & IMPROVING OUTCOMES

As it conducted its work, it became clear to the Futures Commission that the City's lack of measurable
goals was hindering its ability to move the needle on the metrics that drive growth for residents and the
City's budget. Instead, the City was broadly guided by a set of plans or strategies that at best were aware
of the others' existence but were often wholly separate or even in conflict. This left policymakers and City
leaders without clear guides to assess operational changes, investments, and new policies. What's more,
the lack of clear metrics for growth made it harder for outside partners to work with the City to drive
meaningful improvements.

Similarly, the Futures Commission’s analysis made clear that the City was not regularly benchmarking
its operations and budget against a set of peer cities to understand where it was excelling and where it
should focus efforts on improvements.

The Futures Commission believes that it is critical for the City to adopt a set of clear goals and align
its operations, investments, and policies to achieving them. Over the next decade, the City has the
opportunity to achieve, at a minimum:

INCREASE IN PER

NEW RESIDENTS NEW JOBS CAPITA INCOME

The Commission set these goals after an assessment of the City's current growth rates, an analysis of our
peer cities, and an understanding of the impacts the Futures Commission’s recommendations could have.
These goals are attainable and could even be exceeded under the right circumstances. Importantly, they
would also cement the City's growth trajectory into the future.

The benefits of achieving these growth goals would be immense for the community. Increasing the per
capita income would directly improve the lives of Cincinnatians struggling to find and afford housing or
access a good paying job. It would mean more neighbors in our commmunity spending their dollars in the
City's neighborhood business districts, and it would mean new companies located inside the City, bringing
direct and indirect economic investments. Based on analysis for the Futures Commission achieving these
goals would bring an economic impact of more than $15 billion over the next 10 years.

$15 BILLION IN TOTAL ECONOMIC IMPACT BY 2033 FROM 44,000 NEW JOBS

2033 Jobs Labor income Value added Economic output
Direct 44,000 $3,445133633 $5,214,315525 $8956,644,993
ndirect 16,181 $1,269,676,482 $2,209,840,723 $3,795,849,858
nduced 12,989 $799,662,878 $1,287 455971 $2,383237,066
Total 73,169 $5,514,472,994 $8,811,612,159 $15,135,731,917
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For the City, achieving these goals means significant growth in revenue to support the City's operations.
Over the next decade, the analysis shows that earnings and property tax receipts would increase by $254
million in the coming decade, and even more beyond that timeframe.

COMMISSION TARGETED GROWTH GOALS

26,000 new residents - 54000 new residents - An additional $203
million in year 2033
44,000 new jobs - 96,000 new jobs . $51 million more than
current trajectory in
$21500 increase in - $55,000 increase in year 2033
per capita income per capita income . $254 million more
' ' cumulatively from
$21,000 increase in - $49,000 increase in 2023-2033
earnings per job earnings per job

EARNINGS AND PROPERTY TAX REVENUE
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Medium growth: +515 million

2023-2033
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Commissioners felt strongly that starting with goals would help the City and its stakeholders chart a clear
path toward growth. To be clear, the identified growth goals are minimum goals. The Futures Commission
believes that if the City is going to usher in a new era of growth, it should strive to achieve and surpass these
goals. For example, if the City achieved this population growth goal, it would nearly double the City's growth
rate over the previous ten years. The City should look to be more competitive with its fastest-growing peer
cities. Additionally, these four goals also track to the feedback received from the majority of our stakeholders
and survey respondents.

2033
Medium growth: +$203 million

Finally, and this cannot be stressed enough, achieving the growth goals could put the City on a path to
dramatically exceed its revenue projections, ultimately allowing for a future reduction in the earnings tax
rate.

INTRODUCTION



After all of the analysis and engagement, the Futures Commission aligned around a set
of recommendations that focus on two key objectives:

=3 ALIGNING THE CITY'S OPERATIONS TO SUPPORT GROWTH

=% INVESTING IN PROVEN, STRATEGIC DRIVERS TO ACHIEVE GROWTH GOALS

The Futures Commission believes that the City must take proactive and bold steps to usher in an era of growth. In
addition to the steps it must take to create a structurally balanced budget that is sustainable, the City must make a
meaningful investment in its future growth. The Futures Commission believes that investment should be aligned to
the City's greatest needs and top priorities. Our prioritized investments focus on creating sites for good jobs, increasing
affordable and attainable housing, supporting neighborhood redevelopment and growth, and doubling down on proven
support structures that reduce disparities through investment in minority-owned businesses at all levels. Importantly,
the Futures Commission believes investments should be coupled with aligning the City's operations to support growth
—in other words, the City should work to improve its culture, structures, and bureaucracy.

This section elaborates on each of these strategies in more detail.

ALIGNING THE CITY’'S OPERATIONS TO SUPPORT GROWTH

While the City has grown over the past decade- reversing the 50-year trend of decline- when compared to peer cities,
Cincinnati's growth is in the bottom half, with others making far more strides. Given that market conditions and
inflation have made development more difficult in general, developers from Cincinnati and from out of town are
choosing to skip this market or decrease their investment here and work in cities and regions where it is easier to do
business and that are incentivizing growth appropriately.




Historical growth rate comparisons,
Annual growth since 2010

FINAL REPORT

Population Jobs Per capita income Average annual earnings
1 Raleigh 1.34% 1 Raleigh 2.78% 1 Nashville 5.43% 1 Nashville 3.04%
2 Columbus 1.16% 2 Nashville 229% 2 St Louis 5.25% 2 Louisville 3.01%
3 Nashville 1.03% 3 Columbus 1.33% 3 Pittsburgh 4.59% 3 Minneapolis 2.81%
4 Minneapolis 0.87% 4 Louisville 1.23% 4 Cleveland 4.59% 4 Raleigh 2.65%
5 Kansas City 0.84% 5 Minneapolis 1.09% 5 Minneapolis 4.41% 5 Columbus 2.62%
6 Indianapolis 0.58% 6 Indianapolis 0.86% 6 Raleigh 4.40% 6 Cleveland 2.59%
7 Louisville 0.38% 7 Kansas City 0.79% 7 Indianapolis 4.15% 7 Indianapolis 2.56%
8 Cincinnati 0.35% 8 Cincinnati 0.22% 8 Columbus 410% 8 Cincinnati 2.55%
9 Pittsburgh -0.07% 9 Cleveland 0.13% 9 Louisville 4.08% 9 St Louis 2.47%
10 Cleveland -0.75% 10 St. Louis -0.15% 10 cCincinnati 3.89% 10 Pittsburgh 2.40%
T St. Louis -0.90% T Pittsburgh -0.28% T Kansas City 3.79% 1 Kansas City 2.28%

Source: Census Bureau, Lightcast

The Futures Commission conducted meetings,
interviews, and focus groups with more than 70
stakeholders who conduct business with the City
in some manner. These include people from a
variety of groups, such as nonprofit organizations,
community advocate groups, small businesses,
economic development professionals, and large
companies. By and large, these stakeholders
were passionate about and loved the Cincinnati
community and individual neighborhoods but
found working with the City to be challenging,
especially if their organization had to rely on more
than one City department to obtain what they
needed to implement their project or program.

Almost any project —whether it be a new
neighborhood development, opening a small
business, affordable housing construction, building
or expanding a corporate headquarters, or any
number of pro-growth efforts — relies on more than
one City department to implement a project. As
expected, many projects touch the Department

of Community and Economic Development, but
nearly all of them must also gain approvals from

or interact with some combination of Buildings &
Inspection, Law, Planning & Engagement, Greater
Cincinnati Water Works, the Department of
Transportation and Engineering, Fire, and Health.
After working with City Departments, many also
require approval from the Planning Commission,

City Council, and sometimes the Historic
Conservation Board. Currently, there is no one at
the City who is specifically tasked with ensuring
that projects and initiatives that will grow the City
are guided through the multitude of layers of City
government required to bring that investment to
fruition.

It would be unreasonable to place this burden

on one department or even a small subset of
departments, which would require peers to lobby
peers in seeking to make progress when an

item is caught up in another department. When
one department’s priorities conflict with others’
priorities, projects will continue to meet roadblocks
to completion.

This situation is indicative of the number one issue
stakeholders raised in conversations: they do not
believe that City leaders have explicitly taken a pro-
growth stance and have not conveyed a positive
vision toward growth to the City administration

or externally to the public at large. It isn't that
stakeholders disagreed with City Hall's economic
agenda - they simply don't believe the City has
one. Further, stakeholders worry about working
with the City because they do not see the different
segments of the City working together with one
set of priorities — the Mayor, Council, City Manager,
City staff, and various approving boards do not

USHERING IN A DECADE OF GROWTH
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seem to be on the same page, nor consistent, in
the way that they approach growth initiatives.

In fact, some cited that staff would warn them
against certain projects knowing that even though
the project technically qualified under the City's
written incentives policy, that the project may not
make it through Council, Planning Commission, or
other approvals because it might face resistance
based on the type of housing it was providing, the
mix of contractors involved,or objections of a small
group of residents speaking on behalf of an entire
neighborhood.

While stakeholders were consistent in discussing
the need for a pro-growth vision, they did seem
to be split in their perceptions of the day-to-

day culture of staff and working with individual
departments. Many perceived the City as hostile

toward development and as instituting a “culture of

n

Nno.

“I also think working with the city has been a nightmare...
| would say it could be active sabotage, preventing you
from being able to actually be in business to make money,
whether it's navigating legal, taxes, all these different
things.” - Small Business Owner

Other stakeholders expressed a belief that most
City staff members are well-intentioned but have
not been given the guidance, training, tools, or
most importantly, empowerment that they need
to successfully do their jobs. The perception of
those stakeholders is that staff are taught — either
explicitly or implicitly — to always be skeptical of
outside organizations, even after the City has
awarded funding for the outside group or sought
to partner in some manner. Multiple stakeholders
said that they just never felt like they had an
advocate inside the City. Some of the City's more
frequent economic development partners praised
the current Administration for building good
relationships, but they still cited difficulties in
numerous parts of the process.

Another issue that was repeated by many
stakeholders is that most external people who
work with the City do not know who to call on any
given issue. Turnover has impacted the pipeline
of staff, particularly in the economic development

“We went through Hamilton County Board of Health,

we had the same sanitarian every time, they helped us
get the license, they explain things to us. They seem like
they had more staffing and their staffing didn't seem
stretched. Everybody at the Board of Health feels like
they're under staffed, they never have enough support.” -
Small Business Owner

“It's frustrating that you spend so much money and so
much effort and time in the city who could help you, but it
is not helping. And so we're trying to organize to get that
one voice to larger voices to do that, but it's not easy.” —
Neighborhood District Small Business Owner

space. When something goes wrong or approval
is needed, it was often unclear who the ultimate
decisionmaker was on the issue. Even those who
worked most frequently with the City expressed
frustration with the constant change in who they
were supposed to rely on to ask a question or get
something done.

Almost every stakeholder from both the economic
development and community spaces noted how
slow and cumbersome it is to work with the City.
There are community groups waiting months to
be paid on awards already approved by Council.
The Futures Commission consistently heard
about instances where contracts or development
agreements took months to turn around. Adding
to the challenges presented by these long turn
arounds, the City also requires all development
agreements to originate from its own Law
Departments, slowing down the speed of these
agreements by weeks and months, costing a
significant amount of money.

One small business owner in a focus group said they

paid extra for Coordinated Site Review service, which is
supposed to expedite the process, only to be told at the
end that what they had been told in the early part of the
process was incorrect and that they wouldn't be approved
by the actual department that made the decision on the
permit they needed. They had already spent thousands
buying equipment that was now rendered useless.
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to slow down how much they invest in the City One person noted that their organization has

of Cincinnati and even in the region. Places like several plots of land in the City but hasn't worked
Nashville and Columbus are becoming known as on a project here in three years because it's just too
cities where adding housing and small businesses difficult.

is a priority according to stakeholder conversations.

RECOMMENDATION: THE CITY OF CINCINNATI SHOULD CREATE AN OFFICE OF STRATEGIC GROWTH.

As discussed throughout this report, the Futures Commission believes the City of Cincinnati should
commit to and enact a pro-growth strategy, with goals and metrics around adding people and jobs and
increasing income for new and current residents. To be successful, the City needs to implement a strategy,
structure, and culture at City Hall that works toward these goals on a day-to-day basis. It is crucial that
elected City leadership and the Administration make it clear to City staff that these goals are a north star to
strive for when approaching work.

As part of the overall implementation of the strategy, the Futures Commission recommends that the
City create an Office of Strategic Growth, staffed by three or four full-time employees and housed in the
City Manager's Office, that would be empowered to implement the strategy and cut through red tape
to ensure that potential projects and investments in the City come to fruition in an efficient, streamlined
manner.

By placing this Office within the City Manager's Office, it will clearly demonstrate that the pro-growth
agenda is a priority for the City and will enable those housed within that office to utilize the power of the
City Manager to push other departments to implement a “culture of yes” when it comes to investment and
growth in Cincinnati. It is deeply important that this office functions as the primary advocate for growth
for the City and not as a gatekeeper that adds layers for approval. This will eliminate the challenge that
currently exists at the City, where development oriented departments are often asked to engage other
departments to push forward a project or initiative.

The Futures Commission recommends that this office serve as the central hub of coordination of City
departments for growth-related projects and initiatives. It should be responsible for directly overseeing the
work of the primary departments related to growth — Community & Economic Development, Planning &
Engagement, and Buildings & Inspection, while also having the authority to convene other departments
when needed to coordinate growth initiatives. It should also serve as the central hub for coordinating with
critical third-party partners, such as REDI, 3CDC, the Port, and other community developers to execute an
overall vision for growth and support the efforts made by these groups. It should create clear, transparent
resources that outline processes for working with the City on growth activities and what resources are
available related to items like tax incentives, grant programs, and partnerships.

The office should also serve as a convener and resource to connect employers seeking to add jobs to
workforce programs and related efforts in the City. There are many partners who work on workforce issues,
so the City does not need to replicate those programs or create something new to aid employers, but it
should ensure that it can serve as a repository of information and connector of employers to those training
the employees of the future.

The Office of Strategic Growth's performance should be measured against the goals that are outlined in
this report along with metrics determined by the City through a formal Development Process review.
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RECOMMENDATION: THE OFFICE SHOULD LEAD A DEVELOPMENT PROCESS REVIEW TO ASSESS
CITY PRACTICES AND ENGAGE STAKEHOLDERS TO IDENTIFY GAPS, METRICS FOR SUCCESS, AND
BEST PRACTICES FROM PEER CITIES.

Among the first tasks of this newly formed office should be to undertake a development process

review to understand all the structural and cultural roadblocks to development that currently exist and
plans to reform the process to orient it toward growth. At a fundamental level, even before discussions
around incentives and land use, the Futures Commission consistently heard that the process of doing
development in Cincinnati was more cumbersome than our peer cities, and the lack of clear City-wide
leader to fix that process was a major challenge. This review is designed to address that process head on
and improve the City's operations.

The Futures Commission believes that the City should engage outside support for this review and
engage with the business community to ensure that the review is thoroughly and impartially conducted.
It is also essential that the City engage with development leaders from the area, nonprofit community
development organizations, and other stakeholders to ensure a comprehensive review is conducted

and realistic solutions come out of the process. The Futures Commission expects that to be a one-time
expense of $1 million.

Over the last year, the Futures Commission engaged enough stakeholders to know that these issues are
complex and touch the entire City's operations, not just one department or type of project. This report
details many of those issues but is certainly not exhaustive.

The Futures Commission also reviewed data that indicated that the City seems to be understaffed
compared to peer cities when it comes to its economic development functions. Assessments like

this are complicated and are not always apples to apples comparisons. For example, some economic
development functions are folded into other departments or outsourced in peer cities. What was clear
though, was that the City of Cincinnati appeared under resourced in its development related departments
(Community & Economic Development, Planning & Engagement, Buildings & Inspections, Economic
Inclusion, and Law) compared to peer cities with 240-300 employees in similar functions.

The Futures Commission is not recommending automatically increased staffing for these functions in
this report. It believes that appropriately staffing these departments is one component of a successful
development process. However, staff capacity was not the biggest challenge identified during the Futures
Commission’s engagement, and increasing staff without also improving the City's processes and culture
will not solve the problem.
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RECOMMENDATION: COMPLETE AN UPDATED LAND USE PLAN.

The City passed Plan Cincinnati, its comprehensive plan, in November of 2012. Many of Cincinnati's
neighborhoods, business districts, and corridors have changed substantially since the last plan, and
the need to focus on housing has only increased over the last decade. An updated plan provides an
opportunity to think through how best to address the changing landscape of the City for the needs of
today and into the future.

The City is already in the process of undertaking meaningful land use reforms with its Connected
Communities work, and an update to its citywide land use plan is a logical next step. The Futures
Commission believes it is time for the City to update that plan, implementing a new plan that is developed
with the pro-growth goals and recommendations in mind.

Despite Cincinnati being landlocked geographically and one of the smallest among its peers in land area,
Cincinnati ranks last in density, making clear that the City has unused or underutilized land to be put to
higher and better uses. This presents a great opportunity to examine and explore how Cincinnati can
better utilize space to build housing, expand job growth, and improve overall livability in Cincinnati.

For the City to effectively drive growth through the investments laid out in this report, the City's updated
land use plan needs to be bold in its approach to increasing density and supporting growth and change in
neighborhoods.

INVESTING IN PROVEN, STRATEGIC DRIVERS TO ACHIEVE GROWTH
GOALS

The City of Cincinnati has three main types of tax incentive programs that it uses to boost development
and growth in Cincinnati: Job Creation Tax Credits, Residential Property Tax Abatements, and Commercial
Property Tax abatements. There are other tools in the development toolbox, but these are the main drivers
for what the City can provide to facilitate development. Feedback from stakeholders on the use of these
incentives and data around development in Cincinnati and among peers indicate that while some of those
tax credits are comparable and competitive, in other instances the City is significantly limiting incentives
for growth at a time when other cities are accelerating them.

Additionally, as noted in the previous section, the City's slowness in responding to growth opportunities
and within the development process is hindering its ability to grow as potential employers or builders of
housing and commercial property are choosing to invest elsewhere. As one stakeholder put it: “The City
needs to increase its pace to get in the game and stay in the game.” Otherwise, it's being left behind by
other jurisdictions in the region, or worse, other regions altogether. Given the rising costs of materials and
labor and other factors in the market making construction difficult, time is money and potential projects
are shifting to places where they can get things done expediently.

BUSINESS RETENTION AND ATTRACTION WITH JOB CREATION TAX CREDITS
Attracting good paying jobs to the City is crucial for long-term growth and stabilization of the tax base
since such a large segment of the City's revenue comes from the earnings tax. It is also a significant

factor in retaining and attracting residents who would otherwise live elsewhere, including the increasing
number of students who are graduating from local universities like the University of Cincinnati and Xavier
University, and making decisions for their future based on where they can get employment in competitive
industries and see opportunities for future advancement.
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It's important to note that even before Job Creation Tax Credits come into play, the City must

have adequate sites for jobs to locate. Currently, the City has almost no sites that could adequately
accommodate the space needed to put businesses in targeted industries for Cincinnati’'s growth. That
need is addressed in a separate section below.

The most prominent location where there are potential sites for growth beyond downtown office space is
in Uptown, including the state-designated Innovation District, which has received a great deal of funding
from the State of Ohio for development of that corridor. As the City thinks about its incentive programs,

it should pay special attention to this area given the ability to leverage so many other funds and partners,
and to increase its connectedness to downtown and the businesses that operate there. In general, Uptown
and downtown should be viewed by the City and the business community as synergistic and more
attention should be paid to that relationship over the next decade.

The City of Cincinnati contracts with REDI Cincinnati, the local affiliate of JobsOhio, as a third-party partner
to perform many job attraction, retention, and expansion functions. The Futures Commission applauds
this partnership as many components of that work are incredibly specialized and would not be possible
without a significantly larger investment from the City that would cost taxpayers far more than their
current investment.

In coordination with REDI, City economic development staff perform retention and expansion visits

with companies already in Cincinnati. This is considered the backbone of economic development. The
feedback from REDI, City staff, and other local businesses and stakeholders is that the City has done a
great job of working to ensure the right staff is available and attends these visits, particularly when they
are made aware of priority visits by REDI. Some noted that staff capacity and availability can sometimes be
an issue for the City for some visits that aren’t the highest priority. That might be an area to target in the
Development Process Review study, but overall, this is a strength of the department.

Additionally, the City of Cincinnati's Job Creation Tax Credit Incentives are largely in line with its peers
and competitive in the market. Most companies who work with the City find it to be reasonable in the
amounts proposed and awarded for the number of jobs and salary range when compared with the State
and other Ohio cities. The City should be commmended for this effort and for what was described by some
stakeholders as flexibility in how things were structured when necessitated by the deal. There is some
room for improvement on the availability of refundable tax credits, but overall, stakeholders seemed
satisfied with what the City offers.

Where the City needs improvement is in its response time to businesses looking to potentially move to
the City. Multiple stakeholders mentioned that the time it takes the City to respond with an initial offer
when there is an opportunity is several times longer than others. Most other cities and JobsOhio can get
initial offer letters to companies in 3-5 days, some taking about a week. The City of Cincinnati generally
takes about 6-8 weeks. At that point, they typically will have been taken out of the competition. There are
multiple examples of the City being too late to the game to compete with other jurisdictions.

The proposed Development Process Review should look into the root cause of why the City is so far behind
its peers in responsiveness, but some stakeholders had varying theories as to why this might occur. The
first is that there are too many layers of approval for official offers, even for the most basic deals. In most
jurisdictions, offers are made based on the size and complexity with smaller deals requiring less approval
and leveling up as the deals and potential incentives get bigger.
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Another potential issue is the City's lack of a “ready to go” standard offer policy for Job Creation Tax Credits
to at least get them in the door at a minimum threshold. This is not to say the City should be offering
incentives to every potential employer. The types of jobs and wages are incredibly important. But if a
potential employer meets certain criteria, the City should have a set of standard offers for incentives that
staff is able to convey without several layers of approval as a starting point. The City's inability to do this can
lock them out of opportunities.

And the timing issues must be addressed once the City gets “in the game” and an offer is considered. The
same issues were cited as being problematic for companies in negotiations with the City over incentive
agreements. The City is perceived to take a laid back approach once a company is engaged in the process,
with further agreement drafts and revisions taking a substantial amount of time. That can be a detriment
to the partnership because, as discussed above, time is money and some important decisions for
companies need to be made and rely on the City's good faith effort to move forward.

RESIDENTIAL PROPERTY TAX ABATEMENTS

It is no surprise to anyone in this community that there is a need for more housing. The shortage of

units — both affordable and market rate — has been documented by several organizations, studies, and
the City itself. Further, a recent Cincinnati Regional Chamber study showed that more than half of

all neighborhoods in the City have seen a reduction in housing units over the last decade and those
neighborhoods that have seen growth — outside of a couple of neighborhoods — have seen less than a 10%
increase in housing units.

In focus groups, the Futures Commission found that housing was a worry for most participants. This
included housing availability at all income levels. Students and young professionals worried about where
they might find affordable smaller homes like condos, and some middle-class families who had left the
City cited that they couldn't afford to stay and have a home big enough to grow their families. There were
low-income residents who worried about finding any type of adequate place to live and even many higher
income individuals were worried that the city might not be putting enough attention toward that issue.

This is a clear call for more housing. And yet, the City has consistently lowered incentives for those trying

to build housing in the City, especially market rate, when Cincinnati's peer cities are ramping up housing
incentives. The City recently revised its residential incentive program to lower incentives for housing in
neighborhoods that have started to see growth. The City kept the same incentives in neighborhoods that
have not seen growth, hoping that the market would shift to those neighborhoods. Unfortunately, and as
many stakeholders who opposed the proposal predicted, that shift has not happened, slowing the pipeline
of housing units in neighborhoods outside of downtown.

COMMERICAL PROPERTY TAX ABATEMENTS

Commercial property abatements, which are used to incentivize building or renovating a residential,
commercial, industrial, or mixed-use facility, are plagued with many of the same timing and financial
issues as outlined in the above sections. Many stakeholders cited delays and difficulty getting the City to
trust that they were genuine in their needs. Some noted that the State of Ohio Historic Tax Credit program
was actually the largest driver of how commercial and residential development happens in the City
because City incentives alone cannot come close to accomplishing what is needed.

Again, in this space, the issue of timing was brought up several times by stakeholders. In multiple
instances, developers waited over six months to receive a draft development agreement. Developers who
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had previously worked with the City had offered to use prior agreements as templates and the City insisted
that it must be the first drafter of development agreements and refused drafts from the developer.
Stakeholders felt that they are met with skepticism, even if they had worked with the City for years on
other projects. Many stakeholders also noted that there was rarely clarity on what was on the table and
that the City seemed to want to leverage the abatement process to deliver on other goals, even when

the project met all the criteria for the abatement. Others said they would spend months negotiating

a development agreement only to be told that “things have changed” and would need to continue
negotiating. The lack of expediency, consistency, and reliability is a clear issue that the City must figure

out if it hopes to increase housing in a manner necessary not only to grow, but even to simply house those
who live here now.

Cincinnati's peer cities are ramping up housing incentives. Columbus recently announced a 100%
abatement incentive for housing across the entire city because it acknowledges the need is so great. It

is creating far more housing by doing so, while Cincinnati's abatement process is mired in complexity. In
Cincinnati, the City has instituted a Voluntary Tax Incentive Contribution Agreement (VTICA) that is largely
perceived to be required of developers in order to make it through the process. This is a contribution
equivalent of15% of taxes owed that is placed toward a variety of City Council priorities.

Further, the negotiated agreement between Cincinnati Public Schools and the City of Cincinnati to

have developers provide a Payment in Lieu of Taxes (PILOT) of 33% to Cincinnati Public Schools is an
impediment to incentivizing new housing. This PILOT is paid for both residential and commercial
development. The school district has been adamant that this is necessary to its budget, yet these
payments represent dollars that the school board wouldn't have otherwise received had the housing never
been built.

Given the extraordinary need for housing in Cincinnati, the City policy on residential abatements should
be focused on building as much housing as possible. And based on what the Futures Commission heard
from stakeholders, this requirement to of a PILOT is making the Cincinnati market less competitive for
housing developers who can choose to invest and build elsewhere. Implementing a policy today that
incentivizes the building of as much housing as possible in the near-term has a substantial long-term
benefit for the school system of increased property taxes from units that would not have otherwise
been built. The City and school system are due to negotiate a new agreement soon and the Futures
Commission recommends that if housing is a priority for the entire community, the barrier that the 33%
PILOT presents should be examined and addressed.

Between the VTICA and the Cincinnati Public School's PILOT payment, Cincinnati's base incentive is

at maximum 52% and this is before the City's own incentive policy reduces the abatement for certain
neighborhoods. Again, this does not make sense if the City wants to compete for private housing
development. Unfortunately, the City itself cannot develop housing and it would not be wise to have the
City do so as there is a lot of risk. Therefore, it must compete with other cities for housing development
and right now, the residential incentive program is not achieving what it needs to compete. The Futures
Commission believes the City should strengthen its housing abatement policy based on these factors.

Thankfully, the City has yet to reduce the commmercial abatement policy in certain neighborhoods as it has
on the residential side. The Futures Commission highly recommends that the City act more strategically
and competitively with a data driven approach if it wants to change its commercial program. As of now,
between the VTICA and PILOT for Cincinnati Public Schools, the incentives are already behind Cincinnati's
peers.
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Lastly, with the winding down of the pandemic and the increase in hybrid work, the City must think about
how to drive greater incentives to job hubs and to industries where full-time in-person schedules are the

norm.

SITES FOR GOOD JOBS FUND

Cincinnati's diverse economy benefits from a
broad array of industries where employment
exceeds the national averages. Building on

a foundation that includes seven Fortune
1000 companies, thriving educational
institutions and notable medical centers,
Cincinnati flourishes as a hub for commerce.
Leveraging regional strengths in areas such
as consumer goods, financial services, and life
sciences provides the City with many strategic

NUMBER OF FORTUNE 1000 HQS WITHIN CITY (2022)

Pittsburgh
Columbus
Cincinnati
Cleveland
Indianapolis
Minneapolis

Nashville
advantages. Targeting corporate headquarters, S ,
research and development operations, and | r) S\/Me %
technology focused companies will bring St. Louis 4
talent and high-paying jobs to the region - Raleigh 4
increasing the City's tax base and impacting Kansas City D

economic growth throughout the city. However,
Cincinnati must go further by making a
concerted effort to expand the city’'s middle
class and provide greater economic opportunity
for all citizens.

Relative to peer cities, Cincinnati's lack of overall prosperity is sobering. Cincinnati's median household
income stands at 10th out of 11 peer cities. Even worse, Cincinnati experienced the slowest growth in

this peer group from 2016-2021. The cause of low wages is multifaceted, but weak labor participation
rates, poor educational attainment levels, and the erosion of middle-class jobs in manufacturing and
related industries are all contributing factors. This has a predictably negative impact on many Cincinnati
residents’ overall quality of life, including access to housing, healthcare, and other basic necessities.

Yet Cincinnati has an opportunity to significantly accelerate job and wage growth while becoming a
national leader in efforts to attract new manufacturing projects. Cincinnati's manufacturing presence is
already notable, as the high concentration of manufacturing employment above national levels is atypical
for cities — especially for one with a smaller geographic footprint.

In recent years, macroeconomic and global issues have contributed to Ohio specifically, and the
United States more broadly, experiencing rapid growth in manufacturing. State leaders and JobsOhio
have aggressively pursued these projects while taking advantage of federal policies that encourage
and incentivize domestic manufacturing. A sign of this manufacturing boom is seen through private
investment as real manufacturing construction spending has doubled nationally since the end of 2021.
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While Cincinnati has strategic advantages in this space, the City should implement a bold plan with
partner organizations to address the major issue preventing it from attracting new jobs and investment:
the lack of job ready sites. Economic development partners such as the Port, REDI Cincinnati, and
JobsOhio all advise that site control and availability are critical issues for attracting new companies,
especially in the manufacturing industry. However, the City is facing a dearth of sites that are ready to
locate new projects. This is illustrated by the City's inability to respond to most site selection requests. In
2023, the City only submitted seven sites for the nearly 400 opportunities presented to the region for job
attraction and expansion.

Fortunately, potential sites do exist. As an established city with a strong history of manufacturing, the

city is replete with opportunities that include underutilized land, abandoned commercial properties

and contaminated brownfields sites. Many of these sites are already adjacent to essential infrastructure.
However, the current condition of these properties is not only bad for neighborhoods and residents

but makes it impossible to attract new development until these sites can be acquired, remediated, and
marketed for development. As a longtime partner with the city, the Port is well positioned to lead this vital
WOork.

RECOMMENDATION: CREATE A $100 MILLION SITES FOR GOOD JOBS FUND WITH THE PORT
TO IDENTIFY, ACQUIRE, AND INVEST TO IMPROVE SITES WHERE GOOD JOBS CAN LOCATE.

To accelerate job creation and wage growth in
Cincinnati, the City should partner with the Port
to lead an effort to identify, acquire, and invest
in the creation of development ready sites. By
pursuing this strategy, the Futures Commission
believes the City can significantly increase its
ability to compete for new projects.

Survey respondents ranked prioritizing “the increase in
availability of well-paying jobs by attracting, retaining, and
growing companies in the City” as their second highest
priority for city government. This was especially popular
among lower-income residents who were more likely to
select this option than the average respondent.

A recent analysis by the Port estimated that a $190 million investment to acquire and improve 500 acres of
land could result in the creation of 9,200 total local jobs. In the initial phases, 1,166 construction jobs would
be supported annually with average compensation of $75,000 per year. Demolition, infrastructure, and
site readiness work alone is estimated to include economic benefits of $944 million in total labor income,
nearly $1.2 billion in GDP contributions and $2.1 billion in gross economic output during the 10-year
development period in Ohio.

Once operational, it is estimated that businesses are expected to employ 7,000 advanced manufacturing
employees directly with an average compensation of $78,000 per year. The 9,200 total jobs created
includes direct, indirect, and induced employment and generates labor income of $696 million, GDP
contributions of nearly $1.1 billion, and economic output of $2.6 billion in steady-state. Overall, it is
estimated that this will contribute $89 million in total state and local taxes annually.

Importantly, this fund would primarily be used for site acquisition while accessing other funding streams
to support remediation and site readiness efforts. Traditionally, the Port has had success attracting
brownfield and infrastructure dollars to support its work. However, two recent developments highlight the
new focus by state and local governments and the increased opportunity for funding.

At the state level, Ohio recently created the $750 million All Ohio Future Fund to support one-time local
infrastructure costs that are necessary to prepare sites for future economic development projects. This
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funding, however, cannot be used for land/site acquisition costs, making the city investment essential.

Additionally, through the Bipartisan Infrastructure Law passed in 2021, the federal government is making
the single-largest investments in brownfield remediation in our nation’s history. At $1.5 billion, this new
investment nearly matches the $1.6 billion in cumulative brownfield grants from the federal government
between 1995-2021.

REDI has also provided additional data to demonstrate the competitive advantage that Cincinnati could
create through a site acquisition and development program. While a handful of important Ohio-based
mega projects needing thousands of acres have received significant attention in recent years, the majority
of site requests are much smaller. In fact, nearly 50 percent of REDI's site requests in 2023 were for less
than 50 acres.

REDI SITE REQUESTS (2023) CURRENT REDI ELIGIBLE PIPELINE (AS OF 2/2024)
Acreage Distribution Percentage of REDI Requests Industry Jobs
<10 acres 9/83 (11%) Advanced Manufacturing 1952 jobs (31%)
11-25 acres 14/83 (17%) Aerospace 985 jobs (15%)
26-50 acres 17/83 (20%) Life Sciences 913 jobs (14%)
TOTAL <50 acres 40/83 (48%) Food 92 jobs (14%)
IT 870 jobs (14%)

In addition, REDI's project pipeline is overflowing with advanced manufacturing opportunities as well as
manufacturing opportunities in industries such as aerospace and food and flavorings.

The long-term viability of the City is tied to its ability to grow and attract jobs and talent while increasing
employment opportunities and incomes for city residents. Accelerating economic growth by investing in
the creation of job-ready sites is a critical component of this work and has been identified as one of the
drivers of growth by the Futures Commission.
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INVESTING IN HOUSING & CREATING VIBRANT NEIGHBORHOODS
Cincinnati is a community that distinguishes itself with its diverse and unique neighborhoods. This is, in
many ways, a benefit, with pride of place being a core feature of many Cincinnatians who identify first as
a resident of their neighborhood before their City. These distinct places also create attractive communities
for a wide range of Cincinnatians searching for a place to call home. However, there are downsides to the
hyper-local parochialism that exists in Cincinnati, too. Through the Futures Commission's community
listening and an analysis of data, the unevenness that exists among Cincinnati's neighborhoods became
clear. The citywide gaps between the rich and the poor, black and white residents, and more are all borne
out in neighborhoods across the City, and residents are well attuned to those dynamics.

Survey respondents and focus group participants consistently indicate that an increase in housing supply is a main
priority. 53% of survey respondents indicated that they would like to see the City prioritize providing more housing
options for renters and homebuyers to promote economic growth. When asked about their neighborhoods, City
residents would most like to see affordable housing in currently underutilized real estate (48%), with single-family

housing as a second priority (41%).
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If Cincinnati is going to attract more than 25,000

. ‘ . Housi it
new residents over the next decade, it cannot do Rank Benchmark city 13:,5(',2% zi:,mu::ﬁ’:,r
so without dramatically increasing the amount
of housing being built in its neighborhoods.

. . . ashville 2164

That housing needs to be built more densely in ) ‘N”‘“*WV‘}HC'N‘ N Z\!:z}

. . . 2 Raleigh, NC 81

places people are already seeking to live, but it o o

o o 3 Minneapolis, MN 866

also needs to be built in communities that have ’ Columbus, O 630

seen limited or no real estate development in its 5 Pittsburgh, PA 670

residential and business districts. 6 Louisville, KY 446

7 St. Louis, MO 410

. . 8 Kansas City, MO 390
Analysis by the Futures Commission and ‘ : -

recent work from the Chamber's Center for 10 Indianapolis, IN 540

Research and Data has confirmed what has il Cleveland, OH 144

long been known —there is a housing shortage
in Cincinnati, with too few units available to
maintain neighborhoods that are affordable for
existing residents and those who are seeking Housing cost: percent of housing units
places to live in many of Cincinnati's burgeoning Rank Benchmark city where housing costs are <30% of
neighborhoods. Over the last decade, fewer

than half of all City neighborhoods have had

Source: Census Bureau, 2022 Building Permits Survey

Indianapolis, IN

a net increase in new housing units —even in 2 Kansas City, MO
the neighborhoods with the hottest real estate 3 Louisville, KY

4 Columbus, OH
markets. That trend has to be reversed for the R I,

City to achieve these growth goals. 6
7 Pittsburgh, PA

The proposed land use plan, discussed earlier, is

a critical part of this work. That plan should focus 10 Cleveland, OH 56.€
its efforts on land use changes and development
in our Urban core and across neighborhOOdS that Source: Census Bureau, 2021 American Community Survey

identify key development sites for housing and
jobs. This is a logical next step after the important
work already being done on Connected
Communities.

But land use and incentive policies alone will not
solve the City's neighborhood growth needs. It

also requires direct investment of dollars to make
projects feasible and seed the ground for growth.
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HOUSING UNITS CHANGE BY NEIGHBORHOOD
Percent Change in Total Housing Units | 2010-2020
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HOME VALUE CHANGE BY NEIGHBORHOOD
Percent Change in Home Value | 2010-2023
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* Data for home value is available for North Fairmount, Lower Price Hill-Queensgate, and Camp Washington starting in 2016. The 2010 starting
value for these neighborhoods reflects 2016 starting values.

** Data for home value is available for Pendleton starting in 2012. The 2010 starting value for this neighborhood reflects 2012 starting values.

*** Data for home value is available for South Fairmount starting in 2013. The 2010 starting value for this neighborhood reflects 2013 starting values.

Source: Center for Research and Data at the Cincinnati Regional Chamber
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RECOMMENDATION: CREATE A $50 MILLION NEIGHBORHOOD GROWTH FUND TO ACCELERATE
INVESTMENTS IN DEVELOPING NEIGHBORHOODS, WITH TARGETED FUNDING FOR MARKET RATE
HOUSING, MIXED USE DEVELOPMENT AND SITE ACQUISITION.

Throughout the Futures Commission’s work it became clear that even when neighborhoods had
strategies to grow, the biggest inhibitor to that growth was the dollars necessary to gain control of key
pieces of real estate or fill gaps in development projects that exist. Catalyzing a new Neighborhood Growth
Fund is an essential component of the Futures Commission's economic agenda. This fund is designed

to support housing development, business district storefront activation, and the types of mixed-use
amenities that drive population growth in corridors and neighborhoods.

“We were looking for a community where our kids could play outside and with a fairly stable school system...We looked in
different areas of the city or even closer into the city and we couldn’t get the size house we would hope for. We could get
about the same size house we were living in Oakley for a lot more money and we were living in 900 square feet. So we
were hoping to grow our family. And one of the biggest drivers was that we have a very strong local downtown area [in
Milford] that's full of great restaurants and shops. There's not a lot of chains.” — C, middle-income non-resident

Much like it has done with the Affordable Housing Leverage Fund, the City should identify a trusted third-
party administrator that has the capabilities to vet projects and manage grant and loan awards that spur
real estate development in neighborhoods across the City. The Cincinnati Development Fund (CDF) is a
logical partner to administer this fund, as their real estate and lending expertise makes it likely that they
are already engaged with many of the projects at some stage and have the expertise to vet projects and
help the City achieve its investment goals.

The City also has a history of doing this to positive effect. Over the last two decades, the City has used funds
when available to help community development corporations acquire land and fill gaps on development.
Those early investments were critical to ensuring projects in neighborhoods like College Hill, Madisonville,
Walnut Hills, Northside, and more. It has been done to great effect in Over-the-Rhine with the work led by
3CDC.

But the City has never had a consistent and dedicated revenue stream of this size for this kind of
Neighborhood Growth Fund. Instead, it has cobbled together a mix of Tax Increment Financing (TIF) funds
or federal funds (either from Community Development Block Grant funding or more recently through the
American Rescue Plan Act) to support acquisition and development when possible.

The goal is for this fund to be flexible and, where possible, to recoup early investments into projects to
ensure that dollars for development can be recycled back into the fund. The Futures Commission believes
that a partnership between the City and Community Development Fund can create and administer a fund
that is accessible to community development corporations, neighborhood-based developers, the Port,

and others. The fund needs to have the right accountability measures to ensure that the outcomes the
City are looking for are achieved through the development. It is also important that the fund is flexible to
support both property acquisition needs that require speed and gap financing that requires certainty for
developers to plan around.

USHERING IN A DECADE OF GROWTH



CINCINNATI FUTURES COMMISSION

RECOMMENDATION: INVEST $100 MILLION TO ACCELERATE INVESTMENTS IN THE AFFORDABLE
HOUSING LEVERAGE FUND AND OTHER INNOVATIVE PARTNERSHIPS THAT IMPROVE
AFFORDABILITY OF HOUSING FOR CURRENT AND FUTURE CINCINNATI RESIDENTS.

The Futures Commission recommends that the City

increase its annual investment in the Affordable Housing cost: percent of housing units
. N N . Rank Benchmark city where housing costs are <30% of
Housing Leverage Fund at Cincinnati Development household income

Fund from $5 million per year (via the City's end of
year carryover waterfall policy) to $15 million per year ]
—a net increase of $100 million in funding over the 2

next decade E Louisville, KY
4 Columbus, O
. ) ) ) 5 Raleigh, NC 631%
These investments would allow Cincinnati 6 St lLouis, MO 629%
Development Fund, the fund's administrator, to 7 Pittsburgh, PA 52.7%
38 Nashville, TN

completely leverage the City's funds — ensuring
it could provide the funding needed to match

Solis, MN

10 Cleveland, OH 56.8%
competitive federal Low Income Housing Tax Credit
(|_| HTC) projects, Ohio Housi ng Finance Agency Source: Census Bureau, 2021 American Community Survey

Bond Gap Financing, and create opportunities to
invest in mixed-income and non-tax credit affordable
housing projects. These funds — when leveraged to
their maximum capacity — could create 500-600
affordable housing units per year.

. Residents identified the cost of living and
The value of the Affordable Housing Leverage Fund
has been on full display over the last few years —
bringing together local funds from the City and

housing affordability as the top two reasons
they would consider moving out of the City.

Hamilton County with private and philanthropic . 52% of respondents to our survey indicated
sources to provide the funding necessary to make that the City should provide more housing
Cincinnati development projects competitive for options for renters and homebuyers as a way to
state and federal tax credit programs that are the catalyze economic growth.

basis of most affordable housing projects. Creating
a dedicated revenue stream for affordable housing
will give developers and lenders additional certainty
about the resources necessary to make projects
work.

“The realist in me who is working on a nonprofit, social workstyle salary, is worried for how I'm going to sustain life in
Cincinnati. The only reason | was able to buy was because | went to Kentucky, used a first-time homebuyers grant, and
took advantage of the pandemic interest rates.” -A, young professional non-resident
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RECOMMENDATION: SUPPORT ADDITIONAL CAPACITY BUILDING AT THE COMMUNITY
DEVELOPMENT LEVEL BY INCREASING OPERATIONAL FUNDING VIA HOMEBASE.

The Futures Commission recognizes, the value of community development to drive growth, but the current
state of the Community Development Corporations (CDC) landscape is an impediment to accelerating
growth in Cincinnati. That's why the Futures Commission is recommmending that the City increase its
investments in Homelbase to support the operations of CDCs. Homebase is an organization dedicated to
strengthening Community Development Corporations so that they can enhance neighborhoods through
community building, housing, and economic development efforts.

There is a strong correlation between the cormmunities that have high functioning and productive CDCs
and the places where the City's growth is happening. Currently, the capacity of CDCs across the City is
uneven at best, with small shifts in staffing or talent driving the effectiveness of the CDC's ability to operate
successfully in neighborhoods. Too often, this leaves the Port or others to step to neighborhoods and

take on development services far beyond the natural and productive partnership they have with high
performing CDCs.

The Futures Commission recommends increasing funding to Homebase by $500,000 annually ($5 million
over 10 years) to build capacity and strengthen the pipeline of talent that will allow the community
development ecosystem to grow — ensuring neighborhoods have the people and resources necessary to
drive development in their communities.

As it ramps up its investment, the City should encourage further alignment and collaboration with the Port
among Homebase and CDCs. The Port has experience and tools that could accelerate the work of CDCs
and many of the CDCs exist in areas where the Port will be implementing its residential and industrial site
strategies across the City. Ensuring coordination is key to getting the most out of these investments.

CREATING A MORE EQUITABLE ECONOMY

Driving the City's economy forward will require an intentional focus on improving the outcomes for

the nearly half of all residents who are not white. The analysis of the City's current state made clear that
Cincinnati has the widest gap between the median income of white and black households and was last
among peer cities in the education gap, with fewer black residents holding bachelor's degrees or higher
compared to white residents. Alarmingly, the City is also last when benchmarked on the ratio of the mean
income of the top 20% of households compared to that of the bottom 20% of households. These disparities
represent both a wide income gap that needs to be closed, but also the lack of a middle class that needs to
be both attracted to the City and expanded by supporting residents who already live here.

. . Median female earnings as
Ratio of mean income of top 20% versus &

Rank Benchmark city bottom 20% of households, 2021 Rank Benchmark city share of me_dian male
earnings

| Columbus, OH 13.4 | Minneapolis, MN

2 ndianapolis, IN 145 2 Na N

3 Ka City, MO 154 3 Raleigh, NC

4 Louisville, KY 159 4 Columbus, OH

5 Nashville, TN 7.4 5 Ind lis, IN

6 Raleigh, NC 186 6 z OH

7 Minneapolis, MN 188 7 St. Louis, MO

8 Cleveland, OH 214 8 Louisville, KY

9 St Louis, MO 240 ) - 10

10 Pittsburgh, PA 265 10 Pittsburgh, PA 74.8%
Source: Census Bureau, 2021 American Community Survey Source: Census Bureau, 2021 American Community Survey
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Ratio of percent of Black residents with
a bachelor’s degree or higher to percent

Rank Benchmark city of White residents with a bachelor’s
degree or higher
1 Nashville, TN 058
2 Indianapolis, IN
3 Louisville, KY
4 Raleigh, NC

Cleveland, OH
€ Columbus, OH
7 Pittsburgh, PA

10 Minneapolis, MN 0.30
11 Cincinnati, OH 0.26

Source: Census Bureau, 2021 American Community Survey

Share of Black workers in

Rank Benchmark city management occupations

Pittsburgh, PA

2 Kansas City, MO
3 Raleigh, NC

4 St. Louis, MO

5 Columbus, OH

6 Indianapolis, IN
Nashville, TN

9 Cleveland, OH
10 Minneapolis, MN
il Louisville, KY

Source: Census Bureau, 2021 American Community Survey

Ratio of median income

Rank Benchmark city between White and Black
households
1 Indianapolis, IN 5
2 Nashville, TN 5
3 Columbus, OH 1.6
4 Cleveland, OH 17
5 Louisville, KY 17
6 Kansas City, MO 19
7 Raleigh, NC 21
8 St. Louis, MO 2.1
9 pittsburgh, PA 23
10 Minneapolis, MN 2.4
11 Cincinnati, OH 2.6

Foreign-born share of

Rank Benchmark city population
1 Columbus, OH 151%
2 Raleigh, NC 13.8%
3 Minneapolis, MN 37%
4 Nashville, TN 13.6%
5 Indianapolis, IN 10.9%
6 Louisville, KY 99%
7 Pittsburgh, PA 86%
8 Kansas City, MO 8.0%
9 Cincinnati, OH 6.9%
10 St. Louis, MO 6.2%
1 Cleveland, OH 57%

Source: Census Bureau, 2021 American Community Survey

Percent of Black

Rank Benchmark city households with income
$75,000 or higher
1 Raleigh, NC 30.7%
2 Nashville, TN 276%
3 Columbus, OH
4 Louisville, KY
5 Indianapolis, IN
6 pittsburgh, PA
7 Kansas City, MO
8 Minneapolis, MN
9 St. Louis, MO 16.6%
10 Cleveland, OH 12.8%
11 Cincinnati, OH 13.4%

Source: Census Bureau, 2021 American Community Survey

Solving these problems will take structural changes
in the City's economy, only some of which the City
controls. However, the Futures Commission believes
there are two critical things the City should do to
dramatically reduce these disparities.

The first is the dramatic investments the City is
making to invest in sites that will attract good paying
jobs to Cincinnati, which was detailed previously

in this report. Successfully cultivating an advanced
manufacturing sector in Cincinnati, for example, will
bring jobs to the City that have an average annual
income of $65,000, significantly higher than the
City's current median household income of $49,000.
Importantly, many of these jobs do not require a
four-year degree, making them accessible to the 60%
of residents who do not have a bachelor's degree or
higher, while also being geographically accessible.
This significant investment to attract these jobs will
support the Futures Commission’s goal of increasing
incomes for City residents.
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SCALING MINORITY BUSINESS INVESTMENTS

The City should also couple its investments in creating high-paying jobs with investments that directly
support the growth of minority-owned businesses in Cincinnati. In the Cincinnati region, only 7.7% of
businesses that have been open for six or more years are minority-owned, ranking eighth among its

peers.

RECOMMENDATION: SCALE THE COLLABORATIVE
LINCOLN & GILBERT INITIATIVE WITH A $25 MILLION
FUND TO SUPPORT TRUSTED PARTNERS WHO

ARE INCREASING EQUITABLE GROWTH THROUGH
BUSINESS DEVELOPMENT.

Fortunately, a bold initiative already exists that is
working to double the number of Black employer firms
in Cincinnati to more than 1000. The Lincoln & Gilbert
Initiative is a partnership of the Urban League of Greater
Southwestern Ohio, The Minority Business Accelerator,
The African American Chamber, MORTAR, The Greater
Cincinnati Microenterprise Initiative, and Lightship
Foundation. By working together, the Lincoln & Gilbert
Initiative directs entrepreneurs to growing industries and
sectors, identify gaps in the market, avoiding program
duplication, supplying infrastructure and back-office
support to businesses, providing technical assistance,
and creating an ongoing vehicle for sharing resources
and best practices. Much like it has recommended
elsewhere, the Futures Commission recommends
investing in these trusted partners to drive growth.

The City's investment will be the first opportunity to
invest flexible, local dollars in this initiative. Previous
programs from the City have come from federal
investments that have forced the partner organizations
to fit their programming and strategy into complicated
federal spending requirements, limiting their impact or
redirecting their focus.

To ensure that the efforts meet its bold goals, the City
should work with the partners to develop accountability
structures and an updated strategy that ensures each of
the initiative's partners is aligned and these investments
drive meaningfully toward their goal of growing Black
employer firms.

When successful, the initiative targets a goal of nearly
10,000 new jobs created by minority businesses

with more than $615 million in earnings from Black
businesses. These outcomes would have a transformative
impact on the owners and employees at these
companies and represent more than twenty percent of
the Futures Commission's overall job creation goal.

USHERING IN A DECADE

Percent of businesses
with 6+ years that are

Rank Benchmark city minority owned
(metro-level data)
1 Raleigh, NC 16.8%
2 Columbus, OH 14.5%
3 Nashville, TN 13.2%
4 St. Louis, MO 11.4%
5 Kansas City, MO 1.3%
6 Indianapolis, IN 10.8%
7 Louisville, KY 8.5%
9 Cleveland, OH 7.6%
10 Minneapolis, MN 73%
n Pittsburgh, PA 5.8%

Source: Census Bureau, 2020 Annual Business Survey

Focus group participants want to see more equity
throughout the City, with an intentional focus on
supporting and increasing minority owned businesses.
Participants suggested creating a grant program or
supporting existing grant programs that are focused
on assisting grassroots organizations and diverse
business owners.

One participant shares “When | hear my friends in
Atlanta or North Carolina, and they're talking about, it's
these flourishing cities for Black people, where a lot of
people are business owners, and they're Black, a lot of
people are helping each other as a community. It feels
really isolated here.”

Another small business owner expresses “I hope that
the city will intentionally and deliberately invest in
expanding access and opportunity for leadership

and pathways to leadership for Black and brown
entrepreneurs, creatives and people who really have
incredible visions for how they want to shape the city, |
think there's so much power in that.”

OF GROWTH
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INVESTING TO DRIVE GROWTH

The Futures Commission is committed to seeing the City move forward on investing in the drivers of
growth detailed in this section.

RECOMMENDATION: CREATE A TIMEBOUND, LIMITED EARNINGS TAX OF 0.1% TO FUND INITIAL $240
MILLION PORTION OF ECONOMIC GROWTH AGENDA.

If approved by voters, this would create a dedicated revenue stream to support growth in the Cincinnati
region, spurring the economic impact — both to the City and the overall economy — that was laid out at
the beginning of this report. That opportunity to grow City revenues with these investments, the Futures
Commission also recommends that this tax be timebound, providing voters an opportunity to review the
need for this revenue and the priority investments in the future.

The expected revenue from a 0.1% earnings tax does
not alone cover the proposed investments. For that
reason, the Commission is recommending that the

earnings tax revenue is invested in the drivers of *  $100 Million for Sites for Good

growth at the following rates, with the rest of the e

recommended revenue being delivered to these - $80 Million for Affordable
funds from the proposed divestitures of City assets Housing

and real estate detailed later in this report. Combined, - $40 Million for Neighborhood
those two revenue streams provide ample resources Growth Fund

to support the Futures Commission’s growth agenda. . $20 Million for Lincoln & Gilbert

RECOMMENDATION: THE CITY SHOULD SELL OR MONETIZE CERTAIN ASSETS COMPLETELY AND
UTILIZE THE REVENUE TO SUPPORT ECONOMIC GROWTH GOALS. IN OTHERS, IT SHOULD UTILIZE
THE ASSET TO INCENTIVIZE GROWTH OR DEVELOPMENT ON THAT PIECE OF REAL ESTATE. THE CITY
SHOULD ESTABLISH A SHORT-TERM TASK FORCE TO ASSESS THESE OPPORTUNITIES.

In the next section of this report, the Futures Commission will detail each of these assets. Based on the
wide ranges of valuation for the assets, the Futures Commission took a conservative estimate of the
potential value that the City could drive toward Economic Growth from these opportunities. The Futures
Commission estimates the potential one-time revenue from these efforts at $34.5MM worth of funding to
be dedicated to the drivers of growth laid out in this report.

CONTINUING TO INVEST IN AREAS OF STRENGTH

ARTS AND CULTURAL VIBRANCY SHOULD REMAIN A PRIORITY

Cincinnati benefits from a strong arts economy, recently estimated as having a more than $1.6 billion
impact over the past four years in a report commissioned by ArtsWave and produced by the Cincinnati
Regional Chamber's Center for Research and Data. The ArtsWave campaign, led annually by CEOs and
community leaders, generates funds to support more than 150 organizations, artists, and projects that
grow vibrancy in Cincinnati. The Futures Commission agrees with the broad community sentiment that it
heard throughout its focus groups that arts and culture is a distinguishing element of the city's offerings
when compared to peers and that the City should continue to support and strengthen its arts and culture
economy.

USHERING IN A DECADE OF GROWTH
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When survey respondents were asked to rank the city on quality of life attributes, sports and entertainment, cultural and
social amenities, and cultural diversity in the commmunity were ranked highest among City residents, with over 75% ranking

these as good or excellent.

When asked how survey respondents would describe the city, 49% chose to describe it as a “premier sports city”, 48%
described it as “food and beverage destination, 45% described it as “arts and culture destination” 39% described it as

“cultural diversity in the community”

“I'm from Cincinnati. | lived in New York City for about seven years and then moved back here. And | think that it's the ability
not only to engage with things that you love, whether that art, sports, whatever, but there is an ease of access to it, that

doesn’t exist in other cities...” - G, Middle-Income Resident

STADIUMS, CONVENTION CENTER, AND THE ARENA

While not in the Futures Commission'’s purview,

the Commission talked about the economic
advantage Cincinnati possesses by having top-tier
soccer, baseball, and football, all in facilities near the
City's economic core. In addition, the Commission
understands that a civic collaboration led by the
Chamber, CBC/CRBC, 3CDC, Port, and Visit Cincy, as
well as the City and County, are currently examining
the prospects for a new, state-of-the-art arena.

The Futures Commission believes that stadiums,
with their professional sports teams, and a modern
arena are important assets to the City's economy,
brand, tourism sector, and regional pride. During
the Commission’s work, 3CDC finalized the plan
with the City and County to build a Convention
Headquarters Hotel and a renovation of the Duke
Energy Convention Center. These are critical projects
that will have a positive effect on the City's economy
for decades to come.

“If 10 years from now we haven't figured out the
arena and getting a new arena in the city, that's
going to be a major missed opportunity for the
city...We should be hosting first round or second
round, Sweet 16 for March Madness...Back in 2004
2005, when Cincinnati was trying to get one of
the conventions, and right away, lost out on it
because you don't have the right type of arena...|
just want to be downtown or live downtown or
live in the city closer to downtown because that's
where everything is going on.”” -G, upper-income
resident

“I love the Bengals...| just love all the sports here in
general. It's fun to have so many great teams.” -B,
low-income resident
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DOWNTOWN AND OVER-THE-RHINE

Thanks to the leadership of 3CDC, the City's urban core

has seen a transformational renaissance since the early
2000s. This renaissance has created jobs and hundreds of
new businesses, increased tourism, helped attract talent

to the City, and created places that Cincinnatians feel deep
connection to. The efforts of 3CDC have been a tremendous
success, and its work is not done. The Futures Commission
believes the City should continue its strong and successful
partnership with 3CDC to address important development
projects in the urban core, and to ensure the public spaces
that drive traffic and economic activity are maintained,
vibrant, and safe, for generations to come. The City should
not lose sight of the fact that 3CDC is a strategic advantage
that Cincinnati has over cities across the United States,

allowing it to move quickly and solve critical and high-profile

challenges that face downtown and Over-the-Rhine.

CATALYZING GROWTH IN UPTOWN

“One of the things | have energy for is just how
livable the city is... It's affordability, it's what |
would call championship athletics- professional
teams and new professional teams that are
making a difference in the community. It's
companies like GE with aerospace technology
and Children’s with the premium care for the
kids. It's companies like Procter and Gamble,
and UC investing back in the community, [and]
It's an incredible park system that | think make
it such a livable city.” -J, upper-income resident

There are multiple sections of this report that reference the economic potential of Uptown. Throughout
this work, Commissioners underscored the critical importance and economic potential of the area
described as Uptown, inclusive of the Innovation District, the extended University of Cincinnati campus,
the hospitals, and neighborhoods such as Avondale, Clifton, CUF, and Corryville. This is the second largest
job hub in the region, and still has growth potential for jobs, residents, and commercial activity. The
University of Cincinnati and Cincinnati Children's Hospital attracts talent to Cincinnati, and creating an
economically and culturally vibrant Uptown will help retain students and others to the City. Uptown has
benefitted from partnership with JobsOhio, new transportation and transit infrastructure, and recent
commercial development. Throughout its work, the Futures Commission heard feedback that the City
should focus more of its efforts both on supporting the job growth opportunities and working with
partners on placemaking and residential development in Uptown, making it a true, urban destination.
In short, the Commission believes the City should strategically consider Uptown as important as it has

considered downtown/OTR in the past twenty years and ensure that those two job centers are connected
more synergistically. The City should seek to partner and support the myriad efforts that are designed to
accelerate development activity in the area. The Commission encourages heightened collaboration and

coordination between Uptown leaders and downtown stakeholders to help drive these efforts forward.

SUMMARY OF ECONOMIC GROWTH INVESTMENTS

Development Process Review
Updated Land Use Plan

$1,000,000
$1,500,000

Office of Strategic Growth $10,000,000
Sites for Good Jobs Fund $100,000,000
Neighborhood Growth Fund $50,000,000
Affordable Housing Fund $100,000,000
CDC Capacity Growth $5,000,000

Lincoln & Gilbert Fund $25,000,000

USHERING IN A DECADE OF GROWTH
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The Cincinnati Futures Commission spent much of its time reviewing the City's budget and financial
outlook for the next ten years. Led by Tim Spence, Chairman and CEO of Fifth Third Bank, the Financial
Review Workstream evaluated dozens of scenarios and recommmendations to reform the City's budget to
create a structurally balanced budget for the next decade and position the City for accelerated growth
during this time frame.

This process included meetings with City administration officials, comprehensive peer city benchmarking,
deep-dive discussions with the Futures Commission’s staff and analysis of City financial projections over
ten years.

From the start, the Futures Commission was struck by the enormity of three significant threats facing the
City.

First, the Futures Commission confirmed the severity of the projected operating deficit over the next ten
years, largely due to escalating personnel costs, inflation, and overall slow growth in the City's economy. This
deficit is exacerbated by rapidly changing work trends where employees are working remotely or in a hybrid
environment, with many working from locations outside city limits. The Futures Commission worked from
an estimated $438 million deficit over ten years, not counting increased pension contributions that would
be required to solve the pension funding crisis as discussed below.
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Importantly, the Futures Commission also assessed scenarios where the City lost a significant
percentage of its commuters to work-from-home or other job loss scenarios. In that instance, the City’s
operating deficit would be significantly larger, totaling nearly $1 billion over the next decade. While that
scenario is not the one the Futures Commission believes to be most likely and isn't the one it used to
develop its recommendations, the City should not lose sight of the downside risk if it does not make
efforts to attract residents who live in the City and continue to invest in the vibrancy necessary to make
Cincinnati a place where businesses can effectively attract employees back to the office.

Second, the City's deferred capital maintenance deficit was a significant warning sign. Over decades, the
City has allowed its infrastructure to deteriorate and absent a significant infusion of funding, the City's
capital deficit seemed insurmountable and a barrier to growth. Fortunately, during the process, and
thanks to political leadership and the support from a broad civic and business coalition, the Cincinnati
Southern Railway sale was approved by voters and the City's deferred capital maintenance deficit is
largely solved. The Futures Commission addresses this in depth later in the report.

Finally, and most concerning, the City's pension fund is underfunded and would require significant
increases in contributions from the City to reach fully funded status by 2045, as agreed to when the City
settled its pension matters in federal court in 2015. The Futures Commission quickly determined that the
City must prioritize transferring the Cincinnati Retirement System (CRS) to the Ohio Public Employees
Retirement System (OPERS).

Drivers of GF deficit, FY24 — FY33 cumulative (S in M)

(29)
(56)
(438)

(487)

Original deficit Pension Contractual ncrease Utility costs Recession CFC projected Pension Deficit
contribution wage baseline outpace impacts to deficit contribution including
at17% increases inflation inflation revenue 15% yearly pension
assumption step-up step-ups

Decreasing revenues [l Increasing expenditures

CHARTING A FISCALLY SECURE FUTURE



FINAL REPORT

WITH THESE THREE OUTSTANDING ISSUES, THE FUTURES COMMISSION OPTED TO FRAME ITS
FINANCIAL REVIEW WORK WITH THREE PRIORITIES:

Address the primary
balance sheet liability—the

Eliminate the $438MM pension— in a manner that
operating deficit through a eliminates it as a long-term Create fundi ity t
series of efficiencies, asset threat permanently. With -rea te' un ln%hc.apta_c![.y ©
monetization initiatives, careful management of the Investin growth initiatives.
revenue redeployment and railroad fund, ensure that
modest new revenue. deferred capital does not

become a liability in the
future again.

In the following pages, this report identifies a series of recommendations from the Futures Commission
that could achieve all three.

ALIGNING CORE OPERATIONS
The Cincinnati Futures Commission heard clearly throughout the process that Cincinnati valued its
public safety departments, and overall believed that strong and well-funded Cincinnati Police and Fire

Departments are critical to the overall health of the City.

Public safety has generally remained the number one priority for residents of the City of Cincinnati for
several years in surveys and the safety of the commmunity is imperative for attractiveness and growth.
Residents overall are satisfied with public safety services and rank each of them highly in surveys that the
City previously conducted and that the Cincinnati Futures Commission conducted during its work.

Among peer cities, the City of Cincinnati has generally lower crime rates. However, several stakeholders
highlighted incidents in the City's urlbban core, as well as youth violence throughout the City, and the

need for traffic speed enforcement to keep pedestrians safe as evidence that there are particular areas of
concern. For residents and visitors, the need to ensure a safe environment is paramount to the City's future.

Based on Net Promotor Score questions, survey respondents believe that the City's Fire Department services are the

most essential compared to other services (NPS = 54%).

Following Fire Department services with the highest level of “promoters” (62%), the City's Health Department and
police services have the 2nd highest level of “promoters” with respect to their importance (58%).

City Residents are more satisfied with the Police Department services than non-residents (47% of City Residents are
“promoters” vs. 29% of Non-Resident Commuters and 27% of Metro Residents).

Cincinnati residents feel satisfied with fire services. 48% of City Residents rate it a 9 or 10

CHARTING A FISCALLY SECURE FUTURE
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Violent crime volume in Cincinnati Property crime volume in Cincinnati
(in thousands) (in thousands)

Violent crime rate per 100,000 (2021) Property crime rate per 100,000 (2021)

dianapolis
Jisvill
Cincinnati

The Futures Commission observed that public safety (the Police and Fire Departments) spending
accounted for approximately 65% of the City's general fund budget. The Cincinnati Police Department
accounts for 36% of the budget and the Cincinnati Fire Department accounts for approximately 29% of the
budget. While in the past this large percentage has been criticized, the Futures Commission largely saw
this as an indication that the City is prioritizing funding of basic services that its citizens and visitors value
most.

The Futures Commission also explored the rate of growth in the Cincinnati Police and Fire Departments,
and based on data, recommends that the City hold its rate of growth for Police and Fire to 2.7%. For the
past ten years, each of these departments has seen rates of growth that outpace inflation, sometimes
significantly. The Futures Commission recommended rate of growth allows for continued negotiated
increases, full complements, and adequate public safety services, and it requires the City to explore various
efficiencies within each department.

CHARTING A FISCALLY SECURE FUTURE
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Projected total GF expenses (incl. 1 5% yearly pension
step-up)
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RECOMMENDATION: CONDUCT INDUSTRY-SPECIFIC ASSESSMENTS OF CINCINNATI POLICE AND
FIRE DEPARTMENTS AND MODERNIZE BILLING PROTOCOLS.

While the Futures Commission reviewed enough data to suggest that holding Police and Fire spending to
a 2.7% rate of growth was appropriate, the Commission believes more granular studies will identify needed
reforms and efficiencies within these departments.

The Futures Commission recommends that each department conducts a specialized study of operations,
spending, and staffing assignments. Fire and Police operations are highly specialized and nuanced, and
neither department has had an in-depth study of operations and staffing models in more than fifteen
years. The Futures Commission believes that a 2024 study of Police and Fire operations will identify best
practices, available technical solutions, and adjustments to staffing models to maintain superior service
levels and reduce costs. The Futures Commission expects that a detailed study of each department will
vield at least $17.6 million in savings over ten years, while still allowing for a modest rate of growth in the
department.

POLICE EFFICIENCY

The City and many stakeholders are rightfully proud that the City has remained committed to the
Collaborative Agreement and its principles for community-based policing. Indeed, the Collaborative
ensures that Cincinnati is lauded nationally for policing standards and community engagement. Despite
the detailed analyses, the City has not conducted a formal review of staffing methodology in several years
and the Commission’s experts believe there are savings that can be identified while maintaining the high
standards set by the Collaborative and the Department leadership. In particular, the City should direct the
Police Efficiency Study to identify roles that could be civilianized in order to direct the highest percentage
of sworn officers to be on the street.

Police GF budget per capita (Y 23) Number of police officers per 1,000 (-V23)
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In addition, the City should explore its labor contracts in detail. Cormmissioners and staff identified several
policies related to long-term pay structures that could be examined as part of this efficiency study.
Commissioners were briefed on the current practice of calculating overtime hours daily instead of per pay
period and the structure of lump-sum leave payouts upon ending service with the City.

CHARTING A FISCALLY SECURE FUTURE
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FIRE EFFICIENCY

The last study of Fire Department efficiencies was conducted in the mid-2000s and the City declined

to implement many of the recommendations. Commissioners encourage the City to update this study
and ensure that the study takes into account the unique geography of City neighborhoods, the needs of
citizens in a dense urban environment, and the importance of attracting and retaining a top-notch fire
complement.

During the review, Commissioners were briefed about the number of firefighters on each truck and the
protocols for what incidents require fire trucks to be dispatched. In addition, the City's fire inspection
fees seem to be lower than peer cities. After initial review of these programs, Commissioners agreed that
an in-depth study by a specialized consultant in the fire industry would be useful to the department in
identifying savings.

Like with Police, Commissioners urge the City's Fire Department Study to consider its labor contracts and
conduct peer city benchmarking.

Potential Savings: $17.6+ million over the decade

BILLING FOR EMERGENCY MEDICAL SERVICES (EMS)

During the Commission’'s work, Commissioners were briefed on new standards related to EMS billing. The
Futures Commission recommmends that the City adjust its policies around EMS fees and reimbursement
for runs. It is currently not capturing the revenue that other cities are realizing through federal programs.

Based on this, it is estimated that Cincinnati could conservatively achieve approximately $18 million in
additional reimbursements over the next decade through the implementation of the Ground Emergency
Medical Transport program. This program aims to assist states in covering the costs associated with
emergency medical transportation services, particularly for Medicaid beneficiaries, and those savings

are passed down to the cities that provide the services in states where this has been implemented.

By participating in the program, states can receive federal matching funds to support their Medicaid
providers in delivering essential emergency medical transport services. The Commission recommends
that the City advocates that the State of Ohio submit a plan to the federal government to apply for the
program to achieve these reimbursements.

Potential Savings: $18+ million over the decade

INVESTING IN PUBLIC SAFETY

The Cincinnati Futures Commission believes that public safety in Cincinnati is a foundational imperative
for the City's ability to grow in the coming decades and believes that the City must prioritize Police and
Fire departments that are able to meet the needs of residents and visitors to the City.

Even with the efficiencies identified in this report and capping the rate of growth in Police and Fire

at 2.7%, there are no reasonable or palatable options to solve the City's overall budget deficit without
impacting the services delivered by the public safety departments. Therefore, to both solve the City's
budget challenges for a decade and maintain superior public safety services, the Futures Commission
recommends a modest, timebound earnings tax increase.

CHARTING A FISCALLY SECURE FUTURE
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RECOMMENDATION: CREATE A TIMEBOUND, LIMITED EARNINGS TAX OF 0.05% EARNINGS TAX TO
SUSTAIN PUBLIC SAFETY FUNDING.

The Futures Commission believes that this modest increase in the earnings tax for public safety purposes
is a reasonable alternative to what would be far worse solutions: closing firehouses, reducing the police
complement, or cutting further into non-public safety funding, jeopardizing parks, recreation centers,
public services, or other basic city services. Considering these alternatives, the Commission agreed the
best way to solidify the City's fiscal position over the next decade was to invest in public safety, creating a
foundation of resources to support the 65% of the budget that public safety makes up.

This recommendation was not without controversy, with some Commissioners opposed to additional
tax increases and others believing it did not provide enough funds for these two departments. The
Commission strongly believes in a number of principles that condition its support for a Police and Fire levy:

The City must commit to conducting both the Police and Fire efficiency studies

This earnings tax should be timebound, ensuring that voters can continue to weigh in on the
largest portion of the City budget and ensure accountability of City officials. Importantly, the
Futures Commission believes that the growth from other recommendations in this report could
reduce the need for this levy in the next decade.

The Commission believes that the 2.7% rate of growth in Police and Fire is appropriate, and that
this new revenue should not result in existing public safety dollars being shifted elsewhere,
jeopardizing the complement and resources available to the citizens. For this reason, the Futures
Commission is recommending that the revenue resulting from the Police and Fire levy is tied to
a spending floor. Meaning that if the budget for public safety is reduced below a certain year's
spending levels (adjusted for inflation), the earnings tax would immediately cease to be collected.

There is precedent for this: the 1980s infrastructure earnings tax increase created a
similar floor, and the City has consistently tracked its spending to ensure compliance.

As stated throughout, the City should see this report as holistic and not pick and choose pieces

of the report to implement or disregard. Support for the timebound Police and Fire levy is
contingent on the City doing the work to implement the overall operational efficiencies related to
its budget.

RECOMMENDATION: TAKE ADVANTAGE OF SHARED SERVICES OPPORTUNITIES FOR CINCINNATI
RECREATION COMMISSION AND CINCINNATI PARKS.

CINCINNATI PARKS & CINCINNATI RECREATION COMMISSION

The City of Cincinnati is unique in the way that its Parks and Recreation Departments are structured.

In most US cities, the parks and recreation facilities are combined into one department with joint
operations. In Cincinnati, the City Charter outlines a separate Parks Board and a Recreation Commission,
two distinct and separate entities that oversee the departments, even though over time some of their
functions and assets have grown to overlap. This creates operational inefficiencies within the system, but
due to the separate oversight boards of the two departments, not much headway has been made over

CHARTING A FISCALLY SECURE FUTURE
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the years to incentivize the departments to work together toward an optimized operational vision. The
Futures Commission recommends that the City Administration and the boards that oversee Parks and
Recreation acknowledge the opportunities for shared services among and between the two departments
and take steps to implement a plan that takes advantage of those opportunities. This could save the City
approximately $25 million over the decade.

This is not a recormmendation to change the City Charter and combine the departments into one. The
Futures Commission recognizes that many groups over time, including recently, have researched and
advocated for combining the two departments. While there are potential efficiencies that would come
from doing so, much of what is needed to achieve operational efficiencies and budget savings for each
of the departments could be done through efforts between the two entities and city leadership to make
administrative changes and formal contractual agreements where needed. This would require that each
entity prioritize working together on a plan that makes sense to best serve residents and visitors.

Additionally, the Futures Commission heard from focus groups and other stakeholders about the
importance of these departments, and most importantly, about how they viewed them as each providing
separate and distinct valuable services to community members. The beauty, placemaking, and openness
created by parks is valuable to community members who see them as day-to-day gathering places for
individuals and families, but also for events and convening with neighbors. The award-winning system was
noted several times as a reason people like to walk in their neighborhood or go to certain locations in the
city. Recreation centers and pools were cited numerous times for their value in providing programming
and safe spaces outside of the home for young people particularly to spend time, learn, and play. The daily
programming and opportunities provided by recreation centers, leagues, and pools are valued greatly

as places of stability and opportunities for enrichment in our community. This is why, as discussed in the
section of this report about the Cincinnati Southern Railway sale, the City should prioritize investing in
these facilities.

The Futures Commission believes that the core competencies of these two departments require the City
to look closer at where there are similarities in services that could be consolidated into one system or
the other. There are many instances today where the Recreation Commission has a facility with a small
amount of green space or some type of recreational field or playground that sits immediately next to or
near a park. In most instances, those green spaces are taken care of separately by each department. In
stakeholder comments, it was noted that some of them sit immediately next to each other and yet get
mowed on different schedules. This represents the exact inefficiencies that could be fixed if one or the
other took care of both spaces.

The City should consider whether the upkeep and maintenance of all green spaces not attached to
recreation centers — including playgrounds — be the responsibility of the Parks Department. Most
playgrounds present to users as small neighborhood parks and it makes sense to operationalize them
as such. The value that the Recreation Commission brings through support for community members in
recreation centers and programming should be its focus as that is its core competency. If there are ways
the Recreation Commission could serve in this capacity for Parks, that should be explored as well. There
are likely other areas where savings could be achieved between these two departments. The Futures
Commission recommends the boards of both organizations and City leadership analyze every opportunity,
regardless of which department has traditionally owned or managed operations or property, and
implement a plan for optimizing these services to better serve the community while also improving the
budget.

Potential Savings: Estimated $25 million over the decade

CHARTING A FISCALLY SECURE FUTURE
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CINCINNATI PARKS & GREAT PARKS

Currently Cincinnati Parks operates an award-winning system of parks and public spaces throughout
Cincinnati that is, based on insights from residents and visitors, widely acknowledged to be a huge asset to
the City and of clear value to those who frequent them. Included in that park network are a set of “regional
parks” that attract residents and non-residents alike for recreation. These include Ault Park in Hyde Park,
Eden Park in Walnut Hills, French Park in Amberly Village (outside City limits), and Mt. Airy Forest in Mt.
Aliry.

Although most focus group participants were unable to Rank Benchmarkcity Park access
distinguish between Hamilton County and City parks,
many were naturally supportive of consolidation of

County and City parks. Concern about consolidation Minneapolis, MN 98
came with the discussion of accessibility, one participant 2 St Louis, MO 97
indicating “Great Parks does an amazing job, but 3 Pittsburgh, PA 88
they do charge a fee, so | would be concerned about 4 Cincinnati, OH 82
ensuring that our parks are still accessible to all.” Overall, 5 Cleveland, OH 76
qualitative results showed satisfaction with City Parks 6 Columbus, OH 57
and openness to consolidation. Results from the Futures 7 Kansas City, MO 55
Commission’s quantitative survey emphasizes this and 8 Raleigh, NC 2

shows that outdoor recreational opportunities (e.g., parks, 9 Nashville, TN 18

nature) was ranked third in quality of life attributes, with 10 Louisville, KY 6

40% of respondents ranking the attribute “good” and N/A ndianapolis, IN N/A

39% ranking it “excellent.” When asked more specifically
about shared services between County and City parks,
70% of city residents supported shared services.

RECOMMENDATION: EXPAND ASSET MANAGEMENT AGREEMENTS BETWEEN CINCINNATI PARKS
AND GREAT PARKS OF HAMILTON COUNTY. TWO PARKS IN PARTICULAR ARE BETTER ALIGNED TO
THE MISSION AND OPERATIONS OF GREAT PARKS: MT. AIRY FOREST AND FRENCH PARK.

The Futures Commission believes that there are savings opportunities for the Cincinnati Parks
Department to engage with Great Parks of Hamilton County to manage two of the regional parks,
particularly Mt. Airy Forest and French Park. Both parks are large parks with significant natural wooded
areas, with hiking trails and amenities that are characteristic of other parks in the County system. The
geographic location of these parks also makes them ideal for this type of partnership. French Park is
located outside of the City limits and Mt. Airy is at the edge of the City, bordering on other jurisdictions.

These savings — which would need to be realized via negotiation with Great Parks — are not unheard of,
with the City and County parks systems already having such agreements in place at Otto M. Armleder
Memorial Park, Fernbank Park, and the Lunken Airport Trail, and will soon add the Oasis Trail when it is
completed. Specifically focusing on regional parks with significant natural land, which Great Parks already
excels in maintaining, and on parks that are near the City's border, would create the economies of scale
necessary to make these types of agreements work. These agreements would also allow Great Parks to
increase its services to Cincinnati residents.

CHARTING A FISCALLY SECURE FUTURE



FINAL REPORT

One issue that City leaders should consider is the accessibility of these parks. In stakeholder conversations
and focus groups, when asked for their opinion about Great Parks assuming management of a small
number of Cincinnati parks, community members expressed concern that low-income residents could
lose access to the parks if there was a fee charged as there is at the Great Parks facilities outside of the City.

Potential Savings: $9.5 million over the next decade

CREATE WASTE COLLECTION FEE IN LINE WITH PEER CITIES

Cincinnati has a robust curbside collection program. The
Department of Public Services provides weekly solid waste
collection, biweekly yard waste collection from April to
January, and scheduled bulk item collection for residential
properties up to four units. Commercial and residential
properties larger than four units are responsible for
contracting with a private entity for collection services at
their own expense. The City outsources recycling to Rumpke,
which was paid $2.7 million in FY24 — $1.5 million of which
comes from the General Fund, while $1.2 million comes from
the restricted Stormwater Fund.

The Futures Commission’s survey data
suggests that City residents value this
service, with curbside collection being
the number one ranked service, with 56%
of residents ranking itasa 9 or10 on a

scale of 1-10.

Today, the City provides all of those services free of additional charge, funding waste collection completely
using general operating dollars. That funding approach is not comparable with cities across Hamilton
County and the peer cities the Futures Commission analyzed.

During the year, the Futures Commission assessed two options to implement such a fee:

PAYT (Pay-As-You-Throw) where the City would charge a variable monthly fee to residential
households based on the volume of solid waste placed at the curb.

A flat fee where the City would charge a fixed monthly fee (draft proposal would be $15.30 per
household (100,000 estimated households) and $7.60 for ALICE (Asset Limited, Income Constrained,
Employed) households (38,000 estimated households).

Three peer cities charge a flat curbside collection fee, with an average monthly fee of $12.42 (Raleigh
- $14.50; St. Louis — $14.00; Cleveland - $8.75). PAYT models were benchmarked in Kansas City, Denver,
Portland, and Minneapolis.

The $15.30 per household charge would place the City in the bottom quartile among its peers in the local

area, with Williamsburg in Clermont County the lowest at $13.95 per household and Monroe the highest at
$21.81 per household.
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Trash collection fees for neighboring Ohio suburbs (S per month)

218 S
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—

Proposed flat-fee rate
for non-ALICE
households!

RECOMMENDATION: INSTITUTE A FIXED MONTHLY FEE (APPROXIMATELY $15.30 PER HOUSEHOLD
AND $7.60 FOR ALICE (ASSET LIMITED, INCOME CONSTRAINED, EMPLOYED) HOUSEHOLDS.

The Futures Commission identified three benefits from implementing a fee like this. First, it generates
revenue that is directly tied to the cost of services, creating a dedicated stream of revenue to support the
operations of the Public Services Department. Often over the last decade City departments were required
to take harder and harder cuts to continue to balance the City's overall budget. The implementation of a
fee, which is required to be tied to the cost of the services provided, will create the necessary investment to
sustain this important City service.

Second, the implementation of the fee diversifies the City's revenue streams. Currently the earnings tax
makes up nearly 70% of the General Fund budget and substantially pays for the waste collection services.
Creating a new fee that will bring in $164 million over the next decade adds a substantial new stream of
revenue to the City's budget, protecting it from any potential volatility in earnings tax receipts.

Finally, a waste collection fee has the potential to encourage recycling and overall waste reduction as
residents become more conscious of the waste they generate and the cost of disposal. This aligns with
recommendations from the Green Cincinnati Plan, which recommended as a priority action the creation
of such a fee to incentivize recycling and waste diversion.

A case study from San Jose shows not just the fiscal benefit of such a fee but environmental benefits as
well. Through its PAYT program, the city experienced a 74% diversion rate in 2023 (one of the highest in the
nation) and saw an increase of 149% in the quantity of recyclables after the first year of the program.

The Futures Commission is recommending a flat fee model, in part, because it is significantly simpler to
implement. Under a Pay As You Throw (PAYT) fee structure, the City would need to invest up front in new
garbage collection cans of various sizes, because under this model, residents pay a variable fee based on
the size and number of cans they need for trash collection. However, the Futures Commission believes
there is benefit to a Pay As You Throw (PAYT) model, and if the City could identify grant or other funding
streams to defray the cost, it might be a feasible approach to consider.

This is not a fee that Council and the Mayor can implement themselves. A Charter amendment approved
in 2011 specifically bans a trash fee from being implemented, so any action to implement a fee would
require an amendment to the Charter and a vote of the citizens.

CHARTING A FISCALLY SECURE FUTURE



FINAL REPORT

The Futures Commission believes the fee is an essential part of the overall package. The survey work the
Futures Commission conducted noted the value residents place on curbside collection, and, during focus
groups where participants had a deeper conversation about the City's overall budget status and the
current state of curbside collection compared to peers, residents were open to the concept and potentially
willing to absorb the cost for the value of the service.

Potential Revenue: $164 million over the decade

LEVERAGING DATA TO IMPROVE PUBLIC SERVICES

The Office of Performmance and Data Analytics (OPDA) is tasked with improving government services
through data analytics, performance management, and process improvements. As the Office of
Performance and Data Analytics continues to expand its capabilities and data collection, City departments
can better set and track Key Performance Indicators and pivot more frequently as needed. Additionally,
the OPDA leads the Strategic Initiative Execution Teams that drive more collaboration and a cross-
discipline approach to government services.

The award-winning work of the Office of Performance and Data Analytics team has proven effective.
The team’s capacity should be expanded to service more City departments. A priority area should be
the Department of Public Services. The Office of Performance and Data Analytics can work towards

modernizing the department with technology upgrades, identifying and track new efficiencies, and
generating long-term cost savings for city assets and services.

RECOMMENDATION: STRENGTHEN AND PRIORITIZE THE FOCUS ON PUBLIC SERVICES DONE BY THE
OFFICE OF PERFORMANCE & DATA ANALYTICS TO MODERNIZE OPERATIONS AND CREATE EFFICIENCIES.

The Futures Commission recommends that the City invest in technology for the Department of Public
Services for tracking, routing, and responding to service requests to improve service delivery; save on fuel
and depreciation; improve longevity of City assets; and identify service delivery improvements through
data. While the City has previously allocated funds to make these technological improvements, it has not
yvet implemented the program, and therefore has not realized the cost savings brought by these upgrades.

The City has begun to explore an opportunity similar to Strategic Initiative Execution Teams that

stems from a partnership between Transportation & Engineering, Public Services, the Emergency
Communication Center, and the Office of Performance and Data Analytics to generate more efficient
routing and prioritization to respond to Citizen Service Requests; repairs of City assets, including roads;
treatment and repairs during and after winter events; and other opportunities. The Futures Commission
believes these operational efficiencies are worthy of continued focus and pursuit by the City.

RECOMMENDATION: RESTRUCTURE THE CITY'S BUDGET TO A PRIORITY-BASED BUDGETING SYSTEM.

Historically, the City of Cincinnati budgets for the upcoming fiscal year began by looking at what the
budget was in the current year and making necessary adjustments based on projected revenue for

the upcoming year. Departments could apply for exceptions to add services or avoid cuts. This form of
budgeting could result in the City continuing programs or spending that have long since needed revision
or elimination, which can prevent newer, riper needs from being addressed adequately.
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In Fiscal Year 2024, The City began a 3-year process of transitioning to a priority-based budgeting

model, which the City refers to as performance-based budgeting. The first year of the transition began
with setting clear measures, service deliverables, and key performance indicators for each department.
Throughout the budgets for Fiscal Years 2025 and 2026, the City will continue to transition to this new
budgeting model, working department by department in collaboration with the City Manager's Office,
the Budget Department, and Office of Performance and Data Analytics. By project completion, the City
intends to have a robust tracking system for each department, enhanced by detailed sources of revenue
and tax dollar allocations.

The Futures Commission encourages the City to continue to implement this type of priority-based
budgeting to allow the City to align its budget to the goals laid out in this report and begin measuring
success over the next decade. City leadership and departments can base each fiscal year's budget on

key priorities for the City as a whole and the role each department plays in driving success toward those
goals. Additionally, this new budget model would allow the community to stay engaged and give input,
impacting the priorities and metrics that determine how tax dollars are spent. This model also creates
more transparency, allowing the public to track the City's operations against its goals and measurements.

Implementing priority-based budgeting can result in great savings over the decade and contribute to
better community input and accountability to residents, something the Futures Commission heard
regularly as a priority from stakeholders. In the process of conducting this work, the Futures Commission
provided guidance to the City budget office on steps to move toward this new budgeting approach.

RECOMMENDATION: PILOT A GAINSHARING PROGRAM FOR FLEET MAINTENANCE.

Through its financial review and benchmarking the City's budget and operations against its peers, the
Futures Commission determined that there is untapped potential in one of its most valuable assets — its
own workforce. Many departments at City Hall, especially in non-public safety departments, are being
asked to do more with less. Separate from its recommendations identifying budget cuts and revenue
enhancement opportunities, the Futures Commission recommends the City develop programs that
leverage employee innovation, provide budget savings, and directly benefit employees.

Gainsharing is not a novel concept to municipal governments, including Cincinnati, but has regained
momentum in recent years due to the macroeconomic issues impacting city budgets. The premise of
gainsharing is fairly simple: it challenges employees within a specific department to reduce costs while
maintaining current service levels and rewards those employees with a share of the savings.

The City's Fleet Services division of its Department of Public Services was identified as a potential pilot
due to a need for more efficient operations and quicker turnaround of services. In addition, encouraging
results from other cities have been shown in recent years after rolling out gainsharing programs for fleet
management operations. The first phase of the City of Baltimore, Maryland's program (responsible for a
fleet of over 5,600 vehicles used by 29 city agencies) that ran from July-December 2018 resulted in total
cost savings of over $950,000 — $450,000 of which was shared with participating employees. Those 227
employees each received around $2,000 over and above their regular pay. Related efficiencies included 40
more work orders completed each month, 1,300 additional direct labor hours without significant change
in the number of technicians, and a reduction of 6% in leave time within the division.
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According to a best practices study from staff

at the University of North Carolina’s School of
Government, model gainsharing programs exhibit
three characteristics:

The estimated fiscal impact for Cincinnati
assumes a reduction of 5% in operating
expenses in the next fiscal year, an 8%
reduction the following year, and 11%
reduction each year thereafter (in line
with the Baltimore case study). With

1. They focus on opportunities to reduce costs or
an assumption that 40% of savings are

increase revenues, and this allows them to be

shared with city employees and costs ol rdad

growing by baseline inflation, the fiscal

impact includes $16 million in general 2.They feature meaningful employee participation,

fund savings over the next decade, with $6 not simply in submitting suggestions but

million of that the benefit to employees. also in collaborating with other workers and
management in brainstorming and decision

The $10 million in net savings to the City's making.

general fund in the next ten years could
be seen as a first step toward identifying
other divisions within the City that could
benefit from a gainsharing program.

3. Employees receive bonuses based on group
success in securing desired gains.

The Futures Commission encourages City leaders, including the City Manager, leadership at the
Department of Public Services, and applicable labor unions to develop a strategy to roll out a fleet services
gainsharing program and understand what may be needed for success.

Estimated Savings: $10 million over the decade

MITIGATING THE CITY’S PENSION RISK

The City of Cincinnati is unique among its peer set in Ohio in that it manages its own employee retirement
system. For many years, this arrangement provided benefits to current employees and retirees through
local control and decision making of pension benefits. Economic recessions coupled with consistent
reductions in the City's workforce through the years have significantly strained the financial picture of the
pension system. In 1999, for example, there was roughly one active City employee for every retiree, helping
lead to a 161% funded ratio for the system.

By 2022, the number of active city employees dropped to around 3,900 while the retiree class remained
nearly the same at 4,300. The three economic recessions since 2000 and the City's past practice of
underfunding its employer contribution have increased the financial strain on the system as well. The
City's pension funded status at the end of 2022 stood at 65%, well below peers like Nashville (107%),
Indianapolis (86%), and Minneapolis (86%) and the Ohio state system (81%) after aligning discount rates.
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Peer city estimated 7.5% funded status (S in M)
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Several attempts were made in recent years to address these funding issues while maintaining overall
benefits. Most notable was the 2015 Collaborative Settlement Agreement, an agreement between the
City's Mayor and Administration, the retirement system’s board of trustees, current employees, and
retirees approved in federal court. That agreement included a shared goal for the City to fund the system
to target a 100% funded ratio by 2045 while eliminating the City's ability to decrease benefits and setting
a floor of 16.25% as the City's annual pension contribution. At the time, actuarial projections indicated that
the 16.25% contribution, if maintained, would be enough to achieve these results, which has not proven
true. To get the system back on track, the Cincinnati Retirement System's Board of Trustees proposed an
annual increase of 1.5% in the City's contribution.

GCiven the severity of these issues and the pervasive threat they present to the City's general fund, the
Futures Commission believes permanently addressing the pension should be a top priority for the Mayor
and City Council. Based on actuarial liability projections, failing to act could have devastating impacts on
the operating budget, forcing the City to cut services or raise taxes to fund its pension commitments. As
the chart shows, the 1.5% annual step up would require an average yearly general fund contribution of $60
million — 48.5% of payroll — between FY25 and FY45.
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After careful consideration, the Futures Commission concluded the most viable and permanent solution
to address these issues is for the City to join every other township, city, and village in Ohio and transfer its
pension system to the Ohio Public Employees Retirement System (OPERS). To do so requires the City to
open negotiations with OPERS to understand what steps would be needed to facilitate such a transfer.

Two likely requirements include:

1. Arequirement that the City's pension system increase its funded level to at least match that of OPERS,
which at the end of 2023 was 84%, 15 points higher than the City's pension fund. Increasing the City's
funded level by that amount would require a lump sum investment of at least $390 million (see chart
below).

2. An alignment of discount rates (i.e., expected rates of return). The City’s rate is currently 7.5%, six basis
points higher than that of OPERS. That alignment will increase the City's liability by between $130
million and $260 million.

Est. cost for immediately increasing pension funded level (S in M)

lllustrative funding scenarios Cost

Increase City's funded level to 80% $390
Increase City's funded level to 90% $650
Increase City's funded level to 100% $910
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Some Commissioners also expressed hesitancy about this transition because of the uncertainty it may
create for current employees whose benefits would be impacted. Any negotiation with OPERS should take
into account the existing benefits to employees in the system and safeguard against loss of benefits.

RECOMMENDATION: TAKE THE NECESSARY STEPS TO FACILITATE A TRANSFER OF THE CITY PENSION
SYSTEM TO OPERS. THREE INITIAL STEPS SHOULD BE PURSUED:

4 4
Complete a full actuarial Structure a preliminary offer Open negotiations
assessment to research and for evaluation by OPERS with OPERS to align on
validate long-term liability. expectations and timeline.

In addition to addressing the long-term solvency issue, a transfer would provide immediate, practical
benefits to the City's budget, most notably due to OPERS's required employer contribution. At a 14%
required contribution, the OPERS rate is lower than the City's current 17% contribution, providing a
minimum $35 million in savings to the general fund over the next ten years, and significantly more savings
in the decades beyond as the obligation — and, therefore, savings — compounds. Significant additional
savings will be realized as the City will not need to increase its employer contributions to comply with the
Collaborative Settlement Agreement.

Through discussions with external experts and those most familiar with the City's pension system, the
Futures Commission realized there are limited options to produce the necessary resources to facilitate the
transfer to OPERS. Only one was researched that provided a revenue source without dramatically reducing
City services or significantly increasing taxes.

PURSUING THE REGIONALIZATION OF GREATER CINCINNATI WATER
WORKS TO SUPPORT PENSION TRANSFER

The Futures Commission recognizes Greater Cincinnati Water Works (GCWW) as a best-in-class water
utility that serves the City and surrounding jurisdictions. Known for its innovative clean water technologies
and high customer service reputation, GCWW currently serves 1.1 million people in the City of Cincinnati,
most of Hamilton County, and parts of Butler and Warren Counties in Ohio and parts of Boone County in
Kentucky. GCWW's 800+ square-mile service area is more than 10 times the size of the City.

CHARTING A FISCALLY SECURE FUTURE



M FINAL REPORT

Greater Cincinnati Water Works
Service Area Map

i’ SUTLER Counry

HANILTON m ——————

Map Legend

B city of Cincinnati (Retail Service Area)
GCWW Retail Service Areas
- Wholesale Areas

=--=—-+ County Boundaries

KENTON COUNTY

@ \Vater Treatment Plant

N
N\
N\, ouA :
S Sﬂ -l
\h
NOs

Separate from the pension liability, GCWW faces its own headwinds across its business model that will
not improve in the foreseeable future without a fundamental transformation. GCWW sells a commodity —
water. Thus, GCWW's primary revenue stream is simply a function of volume of water sold times the water
rate. When water demand goes down, the only two options GCWW realistically has to maintain revenue
are to: (1) supplement demand, and/or (2) raise rates. In the 1990s and 2000s, GCCWW expertly pursued the
first option by expanding its service area and wholesale customers far beyond the City as shown on the
map above. But as explained below, due to State law and engineering limitations, GCWW has now largely
exhausted the benefits from that strategy. Thus, in more recent years, GCWW has had no choice but to
raise rates to maintain revenue levels. That cycle will continue into the future without a significant change
in GCWW!'s structure.

Demand for water has dropped significantly in the City and Hamilton County over the past 30 years. There
are several irreversible reasons for this. To begin with, the City and Hamilton County have been losing
water-intensive manufacturing customers for decades. This decline only accelerated after the federal court
MSD Consent Decree (signed in 2004) caused sewer rates in the City and Hamilton County to increase
dramatically. Many of MSD's largest customers — manufacturers in the City and Hamilton County that
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used and discharged significant amounts of GCWW's water — relocated some of those water-intensive
operations outside the County and/or implemented engineering improvements that significantly reduced
water usage and sewage discharges. At the same time, there have been continued decreases in household
water usage through widespread adoption of lower consumption toilets, shower heads, dishwashers,
washing machines, and other appliances. In fact, the American Water Works Association reports that
between 1999 and 2016, average household water usage in the United States dropped 22%.

While demand has dropped, much of GCWW's costs are fixed in water treatment plants, water mains,
water towers, pumps, valves, and fire hydrants among many other items that all come with capital
intensive replacement and maintenance costs. GCWW!'s variable costs — chemicals, labor, energy,
borrowing costs, etc. — have all been increasing, especially in the past few years. Additionally, GCWW has
faced ever-increasing complexity and costs for regulatory compliance. So, while GCWW's costs have been
steadily increasing, demand for its product continues to drop.

As shown in the graph below, GCWW's average daily demand in 2022 was only 93.6% of what it was in 1995
and 81.3% off the peak demand in 2007. It is critical to note the drop in demand came despite GCWW's
series of expansion efforts that started in the 1990s. These expansions include the “Water West" capital
program that extended water mains into western Hamilton County, a line that was drilled under the Ohio
River to sell excess water to Northern Kentucky and expansions into Butler and Warren County. MSD's
consent order was signed in 2004, and MSD rates began to increase significantly thereafter. This was a
major factor that explains the dramatic drop in water demand between 2007 and 2013.

Revenue Has Grown Steadily While Demand Has Declined
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As the chart above shows, GCWW has continued to generate more revenue to cover its ever-increasing
costs. From 1995 to 2022, GCWW has increased revenues 2.36 times even as demand dropped 6.4% over
the same period. That can only be explained by rate increases that are being borne by City residents and
GCWW customers. City residents will likely continue to see an increase in their water rates as GCWW's
revenues decrease.

Understanding this scenario, the primary way for GCWW to keep rates in check going forward is to sell
more water. However, there is nothing on the horizon that is going to increase demand significantly within
GCCWW's existing service territory. Thus, as GCWW recognized in the 1990s, it needs to expand its service
territory to grow demand and realize economies of scale. However, GCWW is a department of the City of
Cincinnati. As such, the Ohio Constitution and Ohio law limit how far GCWW can operate beyond the City
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limits. For example, GCWW cannot build or acquire a water treatment plant in northern Warren County
solely to serve northern Warren County and Clinton County because that plant would provide no benefit
to City residents. At the same time, pumping water from GCWW's existing treatment plant on the Ohio
River to Clinton County, for example, is energy intensive and cost prohibitive. Thus, with limited exception,
GCWW's service territory has largely reached its geographic limits under current constraints of law,
engineering, and economics.

RECOMMENDATION: CREATE A TASK FORCE APPOINTED BY THE MAYOR TO PURSUE THE
REGIONALIZATION OF GREATER CINCINNATI WATER WORKS.

The task force would lead the development of a strategy toward creating a regional, independent,
locally controlled public water district (per Ohio Revised Code Chapter 6119) that includes:

A complete legal and A feasibility study that An outreach plan to key
commercial analysis and includes asset valuation, stakeholders, including
review of current agreements transaction debt structuring, ratepayers, outside retail and
in place that could present and impact to rate payer wholesale customers, elected
obstacles for regionalization. assessment officials, and employees.

This process may take two years or more to realize and a decision to regionalize would need to be passed
by City voters via an amendment to the City's Charter.

A few important notes on this recommendation to regionalize GCW\WV:

The transfer agreement would include payment to the City from divesting the system and its assets to
the new regional district. Determining the specific value of the system was out of the scope of the Futures
Commission. The net book value of GCWW ($1.255 billion), less the debt defeasance ($575 million), nets
$680 million. This is an appropriate starting point from accounting measures for establishing indicative
value and net proceeds range. It is this new revenue source that the Futures Commission recommends
utilizing as a base to transition the City's pension system to OPERS.

Consumer water rates may increase in the short term to accommodate the asset transfer, although this
rate increase is likely less draconian than service cuts or tax increases otherwise needed to address the
pension. Furthermore, if the regional district expands and adds new demand, this increased demand

will help keep rate increases in check for the long term. There is also good reason to believe a new district
could add territory and increase demand because GCWW is a world-class operation and other water
utilities in the region face the same regulatory complexity and operating challenges that GCW\W faces but
they lack the scale and sophistication to address those challenges. Thankfully, due to GCWW's foresight

in the 1990s to expand its system, the City’s current rate structures are low and competitive relative to
neighboring and peer cities and would remain competitive.

The City's choice is either to maintain the status quo at GCWW with ever-increasing rates against flat or

declining demand, or convert to a regional district, expand territory to increase demand to better keep
rates in check with the added benefit of asset monetization to help solve the pension liability.

CHARTING A FISCALLY SECURE FUTURE



CINCINNATI FUTURES COMMISSION a

This recommendation was not made unanimously by the Futures Commission, with some
Commissioners expressing objection over transitioning the City's employees to the new regional
authority. The concerns raised are valid and cannot be resolved until the details of the proposal are
developed. For any plan to work, the City will need to ensure that the benefits it has negotiated with

its employees are honored and that the employees who will be affected are part of the process for a
transition to this new authority so that their concerns are addressed adequately. The task force to be
formed as part of this recommmendation should include representatives from organized labor in addition
to business, civic, health, and nonprofit leadership to ensure that any plan presented to policy makers and
voters has the requisite support from key stakeholders necessary to get implemented.

While the Futures Commission believes the regionalization of GCWW presents the best opportunity

to provide a path forward to transition the City's pension system to OPERS, there may be alternatives
that can be pursued to complement — but not solve alone — the revenue that will be needed. Those
alternatives are briefly summarized below. Almost all these options require reopening the Collaborative
Settlement Agreement for negotiation.
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The City could identify additional lump sum payments to contribute to the system.

Transferring up to $100 million of the surplus in the City's Healthcare Trust to the pension plan. The
Healthcare Trust was created as part of the 2015 Collaborative Settlement Agreement and would need
a detailed legal analysis to determine if and how those funds could be accessed.

The City could allocate one-time funds previously set aside to address the unrealized threat of loss of
commuter revenues into the pension system.

Benefit changes and/or employee share increases would require negotiation with active and retired
employees.

A one-year suspension of cost-of-living adjustments for retirees would generate approximately $30
million according to City budget staff.

A1% increase in employee contribution would total $2.4 million for plan year 2025, increasing to $5.9
million by plan year 2053. However, such an increase would likely have minimal positive impact on the
pension system's unfunded liability.

A survey conducted by the Futures Commission shows that 77% of City residents, when presented with the
opportunity to “transforrn GCWW into a regional and independent public water district to improve aging
infrastructure” supported the concept.

DEALING WITH DEFERRED CAPITAL MAINTENANCE

The state of the City's infrastructure has been widely reported, especially over the last year as the Futures
Commission has been undertaking its work. Over the last several years, the City of Cincinnati has not been
able to meet its infrastructure investment needs. Pricing increased and the backlog of infrastructure
needs continued to grow, outpacing any efforts by the City to increase spending on capital. By last year,
the funding gap was $82 million. With a projected continued imbalance of revenue and spending to need,
the City's projected capital deficit by the end of the 2029 would be $400 million.

When the Futures Commission took on this work in early 2023, that looming liability was among the
largest unaddressed fiscal risks for the City. The ability for a City to take care of its infrastructure and
maintain a place not only desirable to live and work, but more importantly, a safe place to do so, is
imperative. The potential for crumbling roads, bridges, and City-owned buildings grew exponentially every
year and severely threatened the City's ability to grow without intervention and significant cuts to other
parts of the City budget.

Thankfully, the City, the Board of the Cincinnati Southern Railway, and ultimately Cincinnati voters,
approved the sale of the Cincinnati Southern Railway to Norfolk Southern in November 2023, charting

a path that could allow the City to close the projected infrastructure funding gap completely by 2037,
Individual members of the Futures Commission, and the organizations who staffed and supported this
work, were actively supportive of this effort because they understood the opportunity — but also the risk of
failure — the sale presented.
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As has been reported, conservative estimates on the return of investment from the sale proceeds are $56
million annually, which is an increase of about $30 million over the lease payments. However, the Futures
Commission's analysis found that even a modest increase of only half a percentage point in the returns
would vield an additional $8 million annually to support the City's existing infrastructure.

The Futures Commission believes that the protections put in place by the Cincinnati Southern Railway
Board, state legislature, and directly into the Charter protect this revenue and create the right safeguards
to appropriately direct the investments. First and foremost is the focus on existing infrastructure, meaning
that these resources may only be used to maintain, upgrade, or replace roads, bridges, buildings, and
other capital needs. Similarly, as a protection against raiding the coffers of the railway sale and to ensure
that the proceeds will benefit regular needed maintenance and replacement of assets, the Charter
amendment also requires that the City cannot bond or borrow against the designated cash allocation
from the investment proceeds each year. This “pay as you go” model ensures that no City administration
can tie up future proceeds from the sale for extended periods of time for one-time large projects.

As the Futures Commission conducted its work, two specific focus areas became clear, leading to two
recommendations:

RECOMMENDATION: THE CITY SHOULD PRIORITIZE DEFERRED MAINTENANCE ISSUES WHEN SPENDING
INFRASTRUCTURE TRUST MONEY, SPECIFICALLY FOCUSING ON ROAD PAVING, PEDESTRIAN FRIENDLY
INFRASTRUCTURE, AND PARKS, RECREATION, AND PUBLIC SAFETY FACILITIES, ALL OF WHICH ALIGN
WITH RESIDENT FEEDBACK.

The Futures Commission recommends that the City first
and foremost address the basic services that citizens
expect and that are needed for future growth.

Potholes were identified as a “major issue” by
43% of respondents in the City's own survey of
residents in 2022 and road paving had been

cited as a critical need in the 2021 survey, as well.
Paired with that, two crucial priorities that came up

consistently in focus groups from citizens, commuters,
small business owners, and visitors alike, are addressing
pedestrian safety and creating more walkable
neighborhoods.

In the 2022 City survey, 57% of respondents said
speeding or reckless driving near sidewalks and
pedestrian crossings was a “major problem.”

CHARTING A FISCALLY SECURE FUTURE



FINAL REPORT

“A real issue that's arisen for me since moving here is pedestrian safety, school kids safety, crossing streets
at school zones. The right on red is going to kill us all. | feel like | live to walk and I've had so many near
misses. And so, | love that | can walk to green spaces. | love that | can get out on foot. But, you know, | don't
feel like pedestrian safety is a priority for the city.” - Middle Income Resident

“I don't know how many times over all my kid to a playground, and there's just been like the same yellow
tape on a broken slide for like, half a year. It's like, it is a real eyesore for the city services. And same thing
with like road repair.” - Middle Income Resident

Because the cost of repaving has increased so significantly over time, the City should consider an updated
strategy for how to catch up on these needs and implement a regular maintenance schedule that will
allow the City to reap the benefits of these capital investments over time.

Walkability is a core component of what people desire in order to live and spend time in the City. The City's
numMerous squares, business districts, and commercial corridors present a great opportunity for the City

to invest in pedestrian-friendly infrastructure as streets are repaved and whole intersections are reworked
as part of the capital program. For years, the City has had to do the bare minimum to simply repave
streets as quickly and efficiently as possible and cost constraints made it difficult to analyze the broader
design necessary to improve safety and multi-modal investments. Now that the City has increased capital
funding, this could be an opportunity to think strategically about its larger corridor and business districts
when it plans for replacement or repaving to accommodate design standards that prioritize pedestrian
safety and walkability.

Another important priority the Futures Commission
heard from the community was to ensure that the
City's neighborhood Parks and Recreation facilities are
adequate to serve those who live in the neighborhood
and those who frequent an area's business district.
Parks and recreation facilities play a large role in
quality of life for residents. Each serves a unique
purpose and often serves as the anchor asset for
individual neighborhoods. Previous sections of this
report have detailed recommmendations about how
these departments can align better to maintain their
existing assets, but the Futures Commission believes
the City should also prioritize capital investments in
parks, recreation centers, and green spaces around the
City to support the existing assets that create thriving,
healthy neighborhoods.

Another important priority the Futures
Commission heard from the community
was to ensure that the City's neighborhood
Parks and Recreation facilities are
adequate to serve those who live in the
neighborhood and those who frequent
areas business districts.

Finally, given the importance of Police and Fire to citizens and visitors alike, along with their high
proportion of the general fund budget, the Commission recommends that the City look at ways to utilize
infrastructure spending that would increase operational efficiency for those departments and/or provide
more effective results. As it conducts the studies recommended by the Futures Commission, it would

be prudent to explore the potential for capital improvements and changes to facilities that could drive
significant operational savings beyond the routine utility and maintenance savings discussed on the next
page.
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RECOMMENDATION: REALIZE SAVINGS FROM UTILITY AND MAINTENANCE EXPENSE REDUCTION FROM
CINCINNATI SOUTHERN RAILWAY SALE SHOULD BE USED TO SUPPORT OPERATIONAL BUDGET.

Among the benefits of the City’'s decision to sell the Cincinnati Southern Railway and utilize the proceeds
to support existing infrastructure is the opportunity to realize savings in the City's operating budget from
improved infrastructure. Specifically, by focusing these investments on eliminating the City's deferred
capital maintenance needs, the Futures Commission'’s analysis reveals that the City can realize $5.8
million in savings on maintenance and utility expenses over the next decade thanks to infrastructure
improvements.

As the City begins to invest the funds from the sale, the Futures Commission recommends focusing
investments on projects that can yield the largest operational savings.

REFORM THE EARNINGS TAX

Throughout this year, the Futures Commission has sought to
create a holistic plan that puts the City on a path to accelerated
growth in the coming decades. Two key recommendations in this
report involve a modest increase in the earnings tax to ensure
superior Police and Fire services are maintained and to invest in
key drivers of the City's growth.

Results from quantitative and
qualitative surveys conducted
by the Futures Commission
show mixed feelings among City
residents toward an income tax
increase. When presented with
a list of five options to balance
the city budget, residents rank

The report discusses both recommendations in detail in . . .
an income tax increase as their

earlier pages, but it is worth additional cormmentary given the

. . . o . second most preferred option. As
significance of any increase in the City's earnings tax.

more details are provided about

. . . the taxi .9, h h it
Through dramatically changed demographics and population e taxincrease (eg., how muchi

losses, different office and workplace trends, and the need

for additional provided services, the City has maintained its
operational earnings tax at the same rate for more than 50 years.
In the 1980s, the City increased the earnings tax from 2.0% to 2.1%
to support infrastructure funding. Then, in 2020, along with the
business and civic cormmunity, the City supported a county-wide
sales tax to fund transit, and in turn, was able to eliminate the
0.3% of its earnings tax that had been allocated to fund the transit
system. This reduced the City’'s earnings tax rate to 1.8%.

would cost households), concern
builds. 59% of city residents would
oppose an annual increase in
income taxes with an average cost
of $100 per household.

Cities in Ohio are funded primarily through the earnings tax. Cleveland, Columbus, Dayton, and Toledo
all have an earnings tax of 2.5%. Other cities throughout Hamilton County have earnings taxes that range
from 1.0% to 2.0%.

The Futures Commission believes Cincinnati's low earnings tax is a distinct advantage for talent and
business attraction and endeavored to advance recommendations that would maintain that advantage.
While the City's earnings tax is paid by residents and commuters, the Futures Commission understands
that people vote with their feet and have options, some within walking distance of the City, to live and
work in a lower tax environment.

With that context, The Futures Commission is prepared to conditionally recommend a 0.15% increase to
the City's earnings tax, bringing the total to 1.95%. This total is still within the range of Hamilton County
earnings taxes and is more than 20% lower than other large Ohio cities.
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The Futures Commission was concerned about the generally high tax burden for the average resident in
Cincinnati but noted that the majority of that burden is driven by large property taxes stemming from
Cincinnati Public Schools and various county-wide levies that have been supported by voters.

There are two components to this conditionally recommmended increase:
- 0.05% to ensure a stable funding structure for the Cincinnati Police and Cincinnati Fire Departments.

- 01% to invest in four key growth initiatives — the Sites for Good Jobs Fund, an Affordable Housing Fund,
a Neighborhood Growth Fund, and the Lincoln and Gilbert Fund.

Quantitative and qualitative results show public safety as a priority for city residents and non-
residents who frequently visit the city. Results from the Cincinnati Futures Commission survey list
safety and crime rate as one of the top three factors that would influence city residents to relocate
from the City. When non-residents were questioned on deterrents that keeps them from living in the
city, safety issues were the most commmonly cited reason. Decreasing Fire and Police spending was
not supported widely by survey respondents. Only 7% of respondents listed decreasing public safety
spending as their first choice of potential policy options to balance the budget, 13% listed it as their
second choice, and 15% listed it as their third choice.

This increase, which the Commission believes can be implemented with a single vote of the citizens of
Cincinnati, is recommended as a timebound, limited proposal. The Commission believes that this increase
in the earnings tax is appropriate solely for these two categories of investment. This recommendation was
not universally met with support by Commissioners. There were both Commissioners who believed that an
increase in the earnings tax was neither prudent nor necessary, and also Commissioners who believed that
the increase was not sizeable enough to meet the City's needs over the coming decade.

PARTIALLY REDEPLOY THE INFRASTRUCTURE INCOME TAX

In May 1988, City voters approved a 0.1% increase to the City’'s earnings tax to provide additional funding
for construction, operation, equipment, repair, and maintenance of the City's infrastructure. Passage of
the tax increase was the direct result of recommendations from the Infrastructure Commission Report

—a business led effort to analyze the condition of infrastructure across the City. Led by Procter & Gamble
Chairman and CEO John Smale, the report worked to develop “an affordable plan that would restore
Cincinnati's infrastructure to its former excellent condition, a source of pride and enjoyment to the people
of this region.” As part of the strategy, the Commission recommended (and voters subsequently approved
as part of the ballot issue) the tax increase be conditional on a certain level of annual infrastructure-related
spending.

When the City sold the Cincinnati Southern Railway to Norfolk Southern in 2023, the City received a $1.6
billion payment that will create a permanent infrastructure trust. The Futures Commission studied the
expected returns from the trust and the funding plan created by the City and affirms the findings that

the trust will generate enough annual revenue to eliminate the City’'s deferred capital maintenance deficit
over the next decade and allow for a permanent revenue stream to ensure the City's existing infrastructure
is well maintained in the future.
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RECOMMENDATION: PASS AN ORDINANCE TO REDIRECT A PORTION OF THE EXISTING EARNINGS TAX
THAT SUPPORTS INFRASTRUCTURE TO FUND CITY OPERATIONS WITHOUT COMPROMISING THE CITY’S
DEFERRED CAPITAL MAINTENANCE ISSUES AND INFRASTRUCTURE NEEDS.

Because the infrastructure trust will be sufficient to cover a significant portion of the City's capital needs,
the Futures Commission recommends that a portion of the earnings tax dedicated to infrastructure be
redeployed to support the City's general operating budget. The City is not required to hold a vote on this
change. It can be adjusted via ordinance. The Futures Commission believes the City should be able to
redeploy $65 million from this funding source over the next decade.

The Futures Commission is only recommending redeploying a portion of these funds because some of
the dollars will still be necessary to invest in new infrastructure across the City. It will take time for the
investments from the Cincinnati Southern Railway sale to reach a point where it is practical for the City
to begin redeploying this revenue to support general operations. For that reason, it is expected that any
redeployment should happen in the back half of the decade once the City has developed its strategy to
eliminate the backlog and the revenue from the trust is robust enough to support it. Acting before that
could risk slowing down the City's ability to manage its capital needs.

Potential Redeployed Revenue: $65 million over the decade

CONDITIONS FOR EARNINGS TAX SUPPORT

Increasing the earnings tax is something that should not be taken lightly. The Futures Commission
believes that it is prudent to only raise the earnings tax at a rate that solves the City's budget challenge
and supports a carefully managed City government that is focused on basic services.

The Futures Commission endorses key principles that condition its support for the increase in the
earnings tax:

Business Community Support for Earnings Tax is Contingent on Action by City

The business community’s support for the proposed earnings taxes is contingent on the City's specific
actions taken to reduce the deficit, sell unneeded assets, and deliver on the reforms sought in the report.
The Futures Commission agrees there is no assumed business community support for an earnings tax
increase that does not come with making progress on the broad-based reforms, efficiencies, and an asset
sale process as recommended in this report.

Earnings Tax Increases Should Be Tied to Specific Reforms Via Ordinance

The Commission believes that the earnings tax increase and asset sales must be connected to fully fund the
economic growth investments recommended in this report. Any new earnings tax must be obligated to
those investments via ordinance prior to being considered by voters.
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The Earnings Tax, Contingent on Actions by the City, Funds Four Economic Growth Drivers and Includes
Incentives to Sell Underutilized and Unneeded Real Estate Assets

As discussed above, the Futures Commission supports a series of asset sales to fully fund the Economic
Growth Drivers. The Futures Commission recognizes that asset sales cannot be used to fund non-capital
expenses, and as such, there are state-law limitations to what can be tied directly to asset sales. The
increased available investment from asset sales (or other savings) can increase funding for housing and
neighborhood investments, proportional to the growth of the asset sales.

Earnings Tax for Public Safety Requires City to Begin Public Safety Efficiency Studies

The Futures Commission agrees the earnings tax for protection of public safety personnel and operations
should be tied to confirmation that the City has begun (and/or completed) the Police and Fire operational
efficiency studies.

MAKING THE MOST OF THE CITY'S REVENUE STREAMS AND ASSETS

Cincinnati, like all its peers in Ohio, is heavily reliant on the earnings tax to fund operations, making up
approximately 70% of the City's overall revenue. This report has already detailed one opportunity —a new
trash fee — to diversify its revenue and support operations, but there are other ways the City can make the
most of the revenue streams it has that the Futures Commission recommends.

RECOMMENDATION: CAPTURE THE 3% TICKET TAX ON THE INCREMENT BETWEEN THE INITIAL SALE
AND RESALE OF TICKETS IN CINCINNATI.

Like most of its peers, the City charges a fee for admission to events located in the City to defray a portion
of expenses incurred because of those events. Locked in the City Charter at 3%, tickets to major events like
professional sports and concerts are taxed.

In 2023, when Taylor Swift played two concerts at Paycor Stadium, the City derived more than $1 million
to support its operating budget through the admissions tax. Similarly, tickets to Reds games garnered $2
million in revenue, while FC Cincinnati matches garnered more than $500,000.

However, when the Commission was doing this analysis, the City was not maximizing the abilities it has
to generate revenue under its existing authority. Many cities were already taxing the difference between
the original purchase price and the resale price for tickets resold on platforms like Ticketmaster, SeatGeek,
and StubHub. As of the beginning of 2024, Cincinnati was not doing so. The Futures Commission was
encouraged to learn that the City recently passed an ordinance that will allow it to capture this value. In
doing so, the Futures Commission believes the City should expect to derive $11.7 million over the next
decade.

Potential Revenue: $11.7 million over the decade
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RECOMMENDATION: INCREASE PARKING ENFORCEMENT, EXPAND PARKING METER FOOTPRINT, AND
ELIMINATE PEAK HOUR PARKING RESTRICTIONS ACROSS THE CITY.

Across the City, Cincinnati manages a significant number of on-street parking assets that manage
access to parking throughout the urban core and City neighborhoods. The Department of Community
& Economic Development manages the operations of the system, setting hours, rates, managing
enforcement, and more. Currently, the parking meter fund generates just over $3.6 million per year, of
which $1.5 million currently supports the general fund.

The Futures Commission is recommending three improvements to the parking system that will
strengthen it as a tool to support business districts and derive additional revenue to the City.

First, the Futures Commission recommends that the City increase parking enforcement of its existing
parking assets. During the pandemic, the City significantly scaled back its enforcement, and it has not
ramped those efforts back up to the level necessary to encourage proper use of the system. Increased
enforcement is not just about enforcing turnover at parking meters (or issuing meter citations), it is also
about ensuring access to the curb is available for the other uses the City believes are important — handicap
parking, loading zones, residential parking permitted areas, and more. Based on conversations with the
community, it is important that the City manage how aggressively it enforces meters and ensure that

it is enforcing equitably across the City. However, the Commission believes there is capacity to increase
enforcement while maintaining a reasonable and welcoming environment for people utilizing the
parking system.

“Parking is definitely a big issue, right? We have a big place, we have a destination, people come and say,
‘hey, look, | drove around four times before | can’t go to your business.’ It's heartbreaking.” - Business Owner

Second, the Futures Commission recommends eliminating peak hour parking restrictions on major
corridors during morning and afternoon windows. This change will make meters available across the City
for residents and commuters to stop in shops and restaurants where there are currently very few options.
It will also allow the City to collect an additional four hours of meter revenue during the work week.
Finally, and perhaps most importantly based on our community conversations, eliminating peak hour
parking restrictions will improve pedestrian safety along major corridors. Allowing parking to utilize the
curb on major corridors reduces the flow of traffic to fewer lanes and creates a buffer between traffic and
pedestrians. The City has done this in some neighborhood business district corridors already to positive
effect. On Hamilton Avenue in Northside, for example, the City piloted an elimination of peak hour parking
restrictions and saw nearly 20% reduction in speed in the busiest parts of the Northside business district
during evening peak hours.

The City last conducted a comprehensive parking master plan more than a decade ago. The Commission
recommends it review the current on-street parking footprint and identify additional places across the City

where development patterns have changed to add additional metered parking to the system.

If the City were to implement these changes, it could generate an additional $10 million in parking revenue
over the next decade.

Potential Revenue: $10 million over the decade
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MAKING THE MOST OF THE CITY’S REVENUE STREAMS AND ASSETS

The City of Cincinnati is a sprawling and complex organization that owns and operates real estate facilities
across the City. Some of those facilities — like parks, recreation centers, police stations and firehouses —
support core operations and provide valuable services and amenities to City residents. However, the City
also owns and operates assets that are not core to its mission and have the potential to drive revenue to
the City or be utilized to incentivize development that has a higher and better use toward the City's overall
growth goals.

The Futures Commission recommends that the City take stock of all its assets and divest of the assets

that do not support the City's focus on core services or could be repositioned to support growth. The
Futures Commission reviewed a number of assets that will be detailed below, but this list is by no means
exhaustive, and the Futures Commission recommends that the City convene a short-term task force with
business and real estate leaders to take stock of its assets and develop a plan above and beyond the ones
identified in this report. Moving forward, the City should consider maintaining a comprehensive catalogue
of its real estate holdings and assess them regularly to understand whether the asset is serving a critical
city function, and if not, whether it could serve a better use.

GOLF COURSES

The City owns and operates six golf courses across the region, including three outside of the City limits.
The funding for these courses is maintained in a restricted fund at the City, meaning that revenue from
golf must be reinvested in the courses and cannot be utilized to support other City services. Selling these
assets would allow the City to utilize the funds to support capital needs for the City beyond the golf
business.

Across the six courses, The Futures Commission'’s analysis shows that the City could expect to receive
between $6.5 million to $27.3 million if it chose to sell the golf courses. Ohio has experienced a healthy
transaction market for golf courses, with over 50 golf sales since the first quarter of 2022. The highest
market value contemplates redevelopment opportunities outside of golf, which could prove difficult
for some of the City courses based on their location and other restrictions placed on the land. The other
alternative would be for the City to sell the land to a private golf operator for a value at the lower end of
the range of values provided to Commissioners, which would still garner a significant sum.

In essence, an outright sale of these assets provides the most opportunity to maintain golf services in and
around the City while also creating the most flexible pool of dollars. However, if the City does not want

to sell the courses, it could lease them to a private operator, saving funds but not impacting its overall
infrastructure and real estate needs.
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LUNKEN AIRPORT

Lunken Airport is primarily used by general aviation and corporate charter flights and has never needed to
access general fund dollars. All funds from the operations of the airport are restricted to use on the airport.
Currently, the City's Department of Transportation & Engineering manages the operations of the airport.
As it stands today, Lunken is operating at about half of its potential capacity, indicating an opportunity to
grow business in the general aviation and corporate charter sectors.

The Futures Commission’s analysis estimates the value of the airport between $8 million and $27 million,
although that valuation does not factor in the needed short and mid-term capital improvements,
estimated at $105 million, which could impact the price of a lease.

The Commission recommends that the City explore a lease opportunity with CVG Airport. Leasing Lunken
to CVG not only gets the City out of a business that is not core to the needs of City residents and that

it does not have deep expertise in operating and maintaining, but it also creates economies of scale
between the region’s largest, growing airport and Cincinnati's municipal airport. Importantly, CVG already
has experience leasing and managing general use airports. In 2021, CVG entered into an agreement with
Miami University to operate the Miami University Airport (OXD), maintaining that facility's operations

in general aviation supporting corporate travel, training, and recreation flights. Cincinnati has a similar
opportunity to leverage the experience of the experts at CVG at Lunken Airport.

PARKING FACILITIES
The Futures Commission also analyzed a number of City-owned parking assets that could present
development or sale opportunities for the City, including:

Groton Lot — 31 Garfield Place (0.20 ac/45 spaces)
McFarland Lot — 3 E. Freedom Way (1.5 ac/345 spaces)
L&N Loop Lot - 690 E. Pete Rose Way (1.5 ac/116 spaces)

A preliminary analysis identified the potential revenue from the sale of these lots to be between $6.2
million and $14 million, however, the City could also utilize this real estate as an incentive for development
rather than selling the land for cash. The L&N Loop lot seems ripe for development with its proximity to the
Lytle Park renovations and the improvements being made on the east side of downtown.
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ADDITIONAL REAL ESTATE DEVELOPMENT ASSETS

The Futures Commission also assessed a number of parcels around the City that could be ripe for higher
and better use that the City could consider for sale or use to incentivize development. While this report
details two such opportunities, Cormmmissioners themselves discussed multiple other opportunities based
on their knowledge and experience in the City, further demonstrating the usefulness of a more thorough
examination led by the proposed task force.

One example parcel is 3101 Burnet Ave,, the Cincinnati Health Department headquarters. This parcel sits
squarely in the heart of Uptown along a prominent intersection across from the growing University of
Cincinnati campus. This is a key corridor for job growth in the City, as it has been identified as part of the
State of Ohio's Innovation District designation, and is along the route of one of the proposed bus rapid
transit corridors that Cincinnati Metro has under development.

An analysis of this site produced an estimated value of $1.2 million to $4.9 million. The City has currently
identified the Health Department headquarters as a building in need of repair or replacement, making
now the perfect time to assess whether this location is the right place for these important services to be
located in the future. The Futures Commission believes the City should consider relocating the Health
Department and utilizing this property to incentivize development in the burgeoning Uptown job hub.

The Futures Commission also identified 68 Shadybrook Dr. as an opportunity to incentivize the creation of
new housing in Roselawn.The estimated value of the property is between $705,000 to $1.9 million.

This parcel is likely best positioned for residential development in part because it does not front Vine
Street or Galbraith Roads, hindering the ability to do more mixed-use development. The parcel sits
adjacent to the Roselawn Recreation Center, which the Futures Commission is not recommending

including as part of this sale.

Potential One-Time Revenue: $34.5 million over the decade

Savings/Revenue Generator 10 Year Analysis

Public Safety Optimization $35,600,000
Parks and Rec Optimization and Strategic Regionalization $34,500,000
Gainsharing $10,000,000
CSR Savings $5,800,000

Trash Fee $164,000,000
Ticket Tax Resale $11,700,000

City Assets $34,500,000
Parking Meter Enforcement & Expansion $10,000,000
Earnings Tax Increase $357.000,000
Redeploy Partial Infrastructure Commission Tax $65,000,000
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Over the last year, the Futures Commission has led a comprehensive review of the City's financial
challenges and strengths, creating a path forward that will lead to sustainable City operations and a
structurally balanced budget. In addition, the Futures Commission examined dozens of strategies that
would accelerate growth within the City, creating economic opportunity, reducing disparities, and
stimulating growth of our City's population.

A financial review and economic agenda review would have been a sufficient task with meaningful
recommendations. But it was the third focus area of the Futures Commission’s work that may have
added the most insight to this final report. Commissioners heard from hundreds of citizens, residents,
stakeholders, visitors, and leaders. And through those conversations, one theme emerged. The long-term
success and growth of Cincinnati is important to everyone. People believe in this City. They believe in its
impact on the region, keenly understanding that a successful Cincinnati leads to success and economic
opportunity in other neighborhoods, townships, villages, and counties within our region. People are
rooting for this City.

This common theme indicated a willingness to make tough choices for the betterment of the City as a
whole. Residents saw that the City's ultimate success was tied to their own happiness and opportunity,
and they were willing to do a little more, pay a little more, change a little more, if it resulted in a better
City in the long run. Many Commissioners rightly identified this as a strength of Cincinnati — a strength
that not every City has. It is this unique passion and belief in our future that gives this Cincinnati Futures
Commission the ability to propose the bold recommendations contained in this report.

In short, if the City and its elected and appointed leaders adopt the recommendations contained in this
plan, the result will be transformational for Cincinnati and its citizens.

10 YEAR ANALYSIS (REVENUE & SAVINGS) 10 YEAR ANALYSIS (INVESTMENTS)

10-year Deficit $438,000,000
Ongoing Investments $290,000,000
Cost Savings $95,900,000
New Revenue $532.700,000
Redeployed Revenue $99,500,000

TOTAL $728,100,000 $728,000,000

The Futures Commission recommends utilizing existing dollars held in reserve to invest in the
one-time expenses recommended in this report.

CHARTING A FISCALLY SECURE FUTURE
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