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WILSON, PHILLIPS & AGIN, CPA’S, INC.
1100 BRANDYWINE BLVD. BUILDING G
ZANESVILLE, OHIO 43701

INDEPENDENT AUDITORS' REPORT

Village of Lucas
Richland County
101 First Avenue
Lucas, Ohio 44843

To the Village Council:
Report on the Audit of the Financial Statements
Unmodified and Adverse Opinions

We have audited the financial statements of Village of Lucas, Richland County, Ohio (the Village) which comprises the
cash balances, receipts and disbursements for each governmental fund type and proprietary fund type and the fiduciary
fund type combined total as of and for the years ended December 31, 2022 and 2021, and the related notes to the
financial statements.

Unmodified Opinion on Regulatory Basis of Accounting

In our opinion, the accompanying financial statements referred to above present fairly, in all material respects, the cash
balances, receipts and disbursements for each governmental fund type and proprietary fund type and the fiduciary fund
type combined total as of and for the years ended December 31, 2022 and 2021, and the related notes to the financial
statements, in accordance with the financial reporting provisions which Ohio Revise Code Section 117.38 and Ohio
Administrative Code Section 117-2-03(C) permit, described in Note 2

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion on U.S. Generally
Accepted Accounting Principles section of our report, the accompanying financial statements do not present fairly, in
accordance with accounting principles generally accepted in the United States of America, the financial position of
Village of Lucas, Richland County as of December 31, 2022 and 2021, or changes in financial position thereof for the
years then ended.

Basis for Opinions

We conducted our audit in accordance with auditing standards general accepted in the United States of America (GAAS)
and the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States. Our responsibilities under those standards are further described in the Auditor
Responsibilities for the Audit of Financial Statements section of our report. We are required to be independent of Village
of Lucas, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 2 of the financial statements, the financial statements are prepared by Village of Lucas on the basis
of the financial reporting provisions of Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-
03(C), which is an accounting basis other than accounting principles general accepted in the United States of America
(GAAP), to satisfy these requirements. The effects on the financial statements of the variances between the regulatory
basis of accounting described in Note 2 and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material and pervasive.

Emphasis of Matter

As described in Note 15 to the financial statements, the financial impact of COVID-19 and the continuing emergency
measures may impact subsequent periods of the Village. Our opinions are not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for preparation and fair presentation of the financial statements in accordance with the
financial reporting provisions Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03(C)
permit. Management is also responsible for the design, implementation and maintenance of internal control relevant to
the preparation and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Village of Lucas’s ability to continue as a going concern
for twelve months beyond the financial statement date, including any currently known information that may raise
substantial doubt shortly thereafter.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with GAAS and the financial audit standards in the Comptroller General of the United
States’ Government Auditing Standards will always detect a material misstatement when it exists. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we
e Exercise professional judgment and maintain professional skepticism throughout the audit.
o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining. On a
test basis, evidence regarding the amounts and disclosures in the financial statements.
e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Village’s internal control. Accordingly, no such opinion is expressed.
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e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Village’s ability to continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit, significant audit findings, and certain internal control-related matters that we identified during the
audit.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 3, 2023, on our
consideration of Village of Lucas’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is solely to
describe the scope of testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the effectiveness of the Village’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Village’s internal control over financial reporting and compliance.

Wilson, Phillips & Agin, CPA’s, Inc.
Zanesville, Ohio
May 3, 2023



VILLAGE OF LUCAS
RICHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND

CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2022

Governmental Fund Types

Totals
Special Capital (Memorandum
General Revenue Projects Only)
Cash Receipts:
Property Tax and Other Local Taxes $ 30,825 $ - $ - $ 30,825
Intergovernmental Receipts 32,466 90,210 - 122,676
Charges for Services 1,674 - - 1,674
Fines, Licenses and Permits 3,070 - - 3,070
Earnings on Investments 5,991 - - 5,991
Miscellaneous 344 4,504 - 4,848
Total Cash Receipts 74,370 94,714 - 169,084
Cash Disbursements:
Current:
Security of Persons and Property 13,300 - - 13,300
Public Health Service 150 - - 150
Community Environment 2,252 - - 2,252
Transportation 266 33,731 - 33,997
General Government 32,591 - - 32,591
Capital Outlay - 55,339 - 55,339
Debt Service:
Principal 5,425 - - 5,425
Interest and Fiscal Charges 450 - - 450
Total Cash Disbursements 54,434 89,070 - 143,504
Net Change in Fund Cash Balance 19,936 5,644 - 25,580
Fund Cash Balance, January 1 56,175 151,666 2,646 210,487
Fund Cash Balance, December 31 $ 76,111 $ 157,310 $ 2,646 $ 236,067

See notes to financial statements.
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VILLAGE OF LUCAS
RICHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCE - ALL PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2022

Proprietary
Fund Type
Enterprise
Operating Cash Receipts:
Charges for Services $ 791,988
Miscellaneous 1,600
Total Operating Cash Receipts 793,588
Operating Cash Disbursements:
Personal Services 254,199
Contractual Service 483,682
Supplies and Materials 22,591
Other 14,518
Total Operating Cash Disbursements 774,990
Operating Income 18,598
Non-Operating Receipts (Disbursements):
Miscellaneous Receipts 1,359
Principal Retirement (16,055)
Interest and Other Fiscal Charges (1,452)
Total Non-Operating Receipts (Disbursements): (16,148)
Net Change in Fund Cash Balance 2,450
Fund Cash Balances, January 1 433,663
Fund Cash Balances, December 31 $ 436,113

See notes to financial statements.



VILLAGE OF LUCAS
RICHLAND COUNTY

COMBINED STATEMENT OF ADDITIONS, DEDUCTIONS AND
CHANGES IN FUND CASH BALANCE - ALL FIDUCIARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2022

Fiduciary
Fund Type
Custodial
Additions:
Amounts Received as Fiscal Agent 3,675
Total Additions 3,675
Deductions:
Distributions as Fiscal Agent 3,852
Total Deductions 3,852
Net Change in Fund Balances 177)
Fund Cash Balances, January 1 178
Fund Cash Balances, December 31 $ 1

See notes to financial statements.



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

REPORTING ENTITY
Description of the Entity

The constitution and laws of the State of Ohio establish the rights and privileges of the Village of
Lucas, Richland County, (the Village) as a body corporate and politic. A publicly elected six-member
Council directs the Village. The Village provides water, sewer and electric utilities. The Village
contracts with the Richland County Sheriff’s Department to provide security of persons and property.

The Village participates in a public entity risk pool and joint ventures. Notes 6 and 11 to the financial
statements provides additional information for these entities.

The Village’s management believes these financial statements present all activities for which the
Village is financially accountable.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The Village’s financial statements consist of a combined statement of receipts, disbursements and
changes in fund balance (regulatory cash basis) for all governmental fund types, and a combined
statement of receipts, disbursements and changes in fund balance (regulatory cash basis) for all
proprietary fund types which are organized on a fund type basis and a combined statement of
additions, deductions and changes in fund balances (regulatory cash basis) all fiduciary fund types
organized on a fund type basis.

Fund Accounting

The Village uses funds to maintain its financial records during the year. A fund is defined as a fiscal
and accounting entity with a self-balancing set of accounts. The funds of the Village are presented
below:

Governmental Funds

General Fund

The General fund is the operating fund. It is used to account for all financial resources except those
required to be accounted for in another fund.

Special Revenue Funds

These funds are used to account for proceeds from specific sources that are restricted or committed to
expenditures for specific purposes other than debt service or capital projects. The Village had the
following significant Special Revenue Funds:

Street Construction, Maintenance and Repair Fund - This fund receives gasoline tax and motor
vehicle license tax money for constructing, maintaining, and repairing Village streets.

State Highway Fund — This fund receives gasoline tax and government highway tax money for
constructing, maintaining, and repairing streets.



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Project Fund

These funds are used to account for and reports financial resources that are restricted, committed, or
assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities

and other capital assets. The Village had the following significant Capital Project Fund:

Capital Projects Sidewalk Fund - This fund accounted for and reported monies used for a sidewalk
project.

Enterprise Funds

These funds account for operations that are similar to private business enterprises where management
intends to recover the significant costs of providing certain goods or services through user charges. The
Village had the following significant Enterprise Funds:

Water Fund — This fund receives charges for services from residents to cover water service costs.
Sewer Fund — This fund receives charges for services from residents to cover sewer service costs.
Electric Fund — This fund receives charges for services from residents to cover electric service costs.

Fiduciary Funds

Fiduciary Funds include private purpose trust funds, investment trust funds and custodial funds. Trust
funds account for assets held under a trust agreement meeting certain criteria.

Custodial funds are purely custodial in nature and are used to report fiduciary activity that is not
required to be reported in a trust fund. The Village’s custodial fund accounts for the financial activity
of Mayors Court.

Basis of Accounting

These financial statements follow the accounting basis permitted by the financial reporting provisions
of Ohio Revised Code Section 117.38 and Ohio Administrative Code 117-2-03(C). This basis is
similar to the cash receipts and disbursements accounting basis. The Village recognizes receipts when
received in cash rather than when earned, and recognizes disbursements when paid rather than when a
liability is incurred. Budgetary presentations report budgetary expenditures when a commitment is
made (i.e., when an encumbrance is approved).

These statements include adequate disclosure of material matters, as the financial reporting provisions
of Ohio Revised Code Section 117.38 and Ohio Administrative Code 117-2-03(C) permit.

Budgetary Process

The Ohio Revised Code requires that each fund (except certain Agency Funds) be budgeted annually.



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Appropriations

Budgetary expenditures (that is, disbursements and encumbrances) may not exceed appropriations at
the fund, function or object level of control, and appropriations may not exceed estimated resources.
The Village Council must annually approve appropriation measures and subsequent amendments. The
County Budget Commission must also approve the annual appropriation measure. Unencumbered
appropriations lapse at year end.

Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus cash as of
January 1. The County Budget Commission must approve estimated resources.

Encumbrances

The Ohio Revised Code requires the Village to reserve (encumber) appropriations when commitments
are made. Encumbrances outstanding at year end are canceled, and reappropriated in the subsequent
year.

A summary of 2022 budgetary activity appears in Note 3.

Deposits and Investments

The Village’s accounting basis includes investment as assets. This basis does not record disbursement
for investment purchases or receipts for investment sales. This basis records gains or losses at the time
of sale as receipts or disbursements, respectively.

Investment in STAR Ohio is measured at the net asset value (NAV) per share provided by STAR Ohio.
The NAV per share is calculated on an amortized cost basis that provides an NAV per share that
approximates fair value.

Property, Plant, and Equipment

Acquisition of property, plant and equipment are recorded as disbursements when paid. These items
are not reflected as assets on the accompanying financial statements.

Accumulated Leave

In certain circumstances, such as leaving employment, employees are entitled to cash payments for
unused leave. The financial statements do not include a liability for unpaid leave.



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Balance

Fund balance is divided into five classifications based primarily on the extent to which the Village
must observe constraints imposed upon the use of its governmental-fund resources. The classifications
are as follows:

Nonspendable — The Village classifies assets as nonspendable when legally or contractually
required to maintain the amounts intact.

Restricted — Fund balance is restricted when constraints placed on the use of resources are either
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws
or regulations of other governments; or is imposed by law through constitutional provisions.

Committed — Council can commit via formal action (resolution). The Village must adhere to these
commitments unless council amends the resolution. Committed fund balance also incorporates
contractual obligations to the extent that existing resources in the fund have been specifically
committed to satisfy contractual requirements.

Assigned — Assigned fund balances are intended for specific purposes but do not meet the criteria
to be classified as restricted or committed. Governmental funds other than general fund report all
fund balances as assigned unless they are restricted or committed. In the general fund, assigned
amounts represent intended uses established by Village Council or a Village official delegated that
authority by ordinance, or by State Statute.

Unassigned — Unassigned fund balance is the residual classification for the general fund and
includes amounts not contained in the other classifications. In other governmental funds, the
unassigned classification is used only to report a deficit balance.

The Village applies restricted resources first when expenditures are incurred for purposes for
which either restricted or unrestricted (unassigned) amounts are available. Similarly, within
unrestricted fund balance, committed amounts are reduced first followed by assigned, and then
unassigned amounts when expenditures are incurred for purposes for which amounts in any of the
unrestricted fund balance classification could be used.

For regulatory purposes, limited disclosure related to fund balance is included in Note 14.
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VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

3. BUDGETARY ACTIVITY
Budgetary activity for the year ended December 31, 2022 is as follows:

2022 Budgeted vs. Actual Receipts

Budgeted Actual

Fund Type Receipts Receipts Variance
General $ 66,720 $ 74,370 $ 7,650
Special Revenue 94,907 94,714 (193)
Enterprise 816,300 794,947 (21,353)

Total $ 977,927 $ 964,031 $  (13,896)

2
2022 Budgeted vs. Actual Budgetary Basis Expenditures
Appropriation Budgetary

Fund Type Authority Expenditures Variance
General $ 108,165 § 54,434 $ 53,731
Special Revenue 213,925 89,070 124,855
Capital Projects 2,646 - 2,646
Enterprise 1,177,727 792,497 385,230

Total $ 1,502,463 $ 936,001 § 566,462

4. DEPOSITS AND INVESTMENTS

To improve cash management, cash received by the Village is pooled. Monies for all funds are
maintained in this pool. The Ohio Revised Code prescribes allowable deposits and investments. A
summary of the Village’s deposits and investment accounts are as follows:

2022

Cash Management Pool:
Demand Deposits $ 318,297
Cash on Hand 100
Total Deposits 318,397
STAR Ohio 353,784
Total Investments $ 353,784
Total carrying amount of deposits and investments held in Pool $ 672,181

The Village does use a separate payroll clearing account. The expenditures included in the
accompanying financial statements reflect net payroll plus all remitted payroll withholdings. At
December 31, 2022, the Village is holding $427 in unremitted employee payroll withholdings.

Deposits: Deposits are either insured by the Federal Depository Insurance Corporation or
collateralized through the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible
securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the
repayment of all public monies deposited in the financial institution.
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VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

DEPOSITS AND INVESTMENTS (Continued)

Investments: An investment firm holds the Village’s equity securities in book-entry form in the
Village’s name. Investments in STAR Ohio are not evidenced by securities that exist in physical or
book-entry form. Donated stocks are valued at the value at the time of donation.

PROPERTY TAX

Real property taxes become a lien on January 1 preceding the October 1 date for which the Council
adopted rates. The State Board of Tax Equalization adjusts these rates for inflation. Property taxes are
also reduced for applicable homestead and rollback deductions. The financial statements include
homestead and rollback amounts the State pays as Intergovernmental Receipts. Payments are due to
the County by December 31. If the property owner elects to make semiannual payment, the first half is
due by December 31. The second half payment is due the following June 20.

The County is responsible for assessing property, and for billing, collecting, and distributing all
property taxes on behalf of the Village.

RISK MANAGEMENT

The Government belongs to the Ohio Plan Risk Management, Inc. (OPRM) — formerly known as the
Ohio Government Risk Management Plan, (the “Plan”), a non-assessable, unincorporated non-profit
association providing a formalized, jointly administered self-insurance risk management program and
other administrative services to Ohio governments (“Members”). The Plan is legally separate from its
member governments.

Pursuant to Section 2744.081 of the Ohio Revised Code, the plan provides property, liability, errors
and omissions, law enforcement, automobile, excess liability, crime, surety and bond, inland marine

and other coverages to its members sold through fourteen appointed independent agents in the State of
Ohio.

Effective November 1, 2010 (through October 31, 2017), the corridor is for losses paid is between 60%
and 70% of casualty premiums earned in the first $250,000. Effective November 1, 2016, the OPRM
elected to participate in a property loss corridor deductible. The property corridor includes losses paid
between 70% and 75%. In 2018, the casualty loss corridor was eliminated and the property corridor
was adjusted to losses paid between 65% and 70%. Effective November 1, 2019, the property loss
corridor was adjusted to losses paid between 60% and 67.5% and remain unchanged effective
November 1, 2021 and November 1, 2020. OPRM had 769 members as of December 21, 2021.

The Pool’s audited financial statements conform with generally accepted accounting principles, and
reported the following assets, liabilities and equity at December 31, 2021 (latest information
available):

2021
Assets $21,777,439
Liabilities (15,037,383
Retained Earnings $ 6,740,056

You can read the complete audited financial statements for OPRM at the Plan’s website,
www.ohioplan.org .
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VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

DEFINED BENEFIT PENSION PLAN
Ohio Public Employees Retirement System

The Village’s full-time employees and elected officials belong to the Ohio Public Employees
Retirement System (OPERS). OPERS is a cost sharing, multiple employer plan. The Ohio Revised
Code prescribes the plan benefits, which include postretirement healthcare, and survivor and disability
benefits.

The Ohio Revised Code also prescribes contribution rates. For 2022, OPERS members contributed
10.0% of their gross wages and the Village contributed an amount equal to 14.0% of participant’s
gross salaries. The Village has paid all contributions required through December 31, 2022.

Social Security

Several Village employees contributed to social security. This plan provides retirement benefits,
including survivor and disability benefits to participants.

Employees contributed 6.2 percent of their gross salaries. The Village contributed an amount equal to
6.2 percent of participants’ gross salaries. The Village has paid all contributions required through
December 31, 2022.

POSTEMPLOYMENT BENEFITS

OPERS offers cost-sharing, multiple-employer defined benefit postemployment plans, which include
multiple health care plans including medical coverage, prescription drug coverage, deposits to a Health
Reimbursement Arrangement and Medicare Part B premium reimbursements, to qualifying benefit
recipients. The portion of employer contributions allocated to health care for OPERS members in the
traditional pension plan and combined plan was 0 percent during calendar year 2022. The portion of
employer contributions allocated to health care for OPERS members in the member-directed plan was
4.0 percent during calendar year 2022.

PUBLIC ENTITY RISK POOL
The Township belongs to the Ohio Government Risk Management Plan (the Plan) an unincorporated
non-profit association providing a formalized, jointly administered self-insurance risk management

plan. Member governments pay annual premiums to fund the Plan. The Plan pays judgments,
settlements and other expenses resulting from covered claims exceeding the member’s deductible.

13



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022

10. DEBT

Debt outstanding at December 31, 2022 was as follows:

2022
Principal %
Ohio Water Development Authority #5694 § 31,554 3.84
Ohio Public Works Commission CP25] 93,428 0.00
Park National Bonds 11,292 2.69
Total $ 136,274

The Ohio Water Development Authority (OWDA) loan relates to upgrades to the water treatment
plant. The OWDA approved up to $110,000 in loans to the Village for this project, the Village
borrowed $104,518. The Village will repay the loan in semiannual installments of $9,721 over 15
years. Water receipts collateralize the loan. The Village has agreed to set utility rates sufficient to
cover OWDA debt service requirements.

The Ohio Public Works Commission (OPWC) loan relates to a waterline extension projects. The
OPWC approved up to $311,425 in loans to the Village for this project, the Village borrowed
$311,425. The Village will repay the loan in semiannual payments of $7,786 over 20 years. Water
receipts collateralize the loan. The Village has agreed to set utility rates sufficient to cover OPWC debt
service requirements.

In 2020, the Village issued bonds totaling $22,000 through Park National Bank for a sidewalk project
on Main Street. The bonds will be repaid over 4 years with annual payments of principal plus interest
of $5,875.

Amortization of the above debt, including interest, is scheduled as follows:

Year Ending OWDA OPWC PNB

December 31 #5694 CP25] Bonds
2023 $ 9,721 $ 15,571 $ 5,875
2024 9,721 15,571 5,875
2025 9,721 15,571 -
2026 4,861 15,571 -
2027 - 15,572 -
2028-2032 - 15,572 -
$ 34,024 $ 93,428 $ 11,750

14
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VILLAGE OF LUCAS

RICHLAND COUNTY
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2022
JOINT VENTURES

The Village is a member of American Municipal Power (AMP). Several of the studies of alternative
power supply and transmission arrangements AMP has made or commissioned have resulted in
cooperative undertakings by AMP and one or more of its members. Included among these projects are
the following:

JV’s 2 and 5: In 1992, AMP began sponsoring the creation and organization of project specific joint
ventures (the “JV’s”) among certain of its members and other AMP owned or controlled projects for
the purpose of acquiring certain electric utility assets. Several, described below, remain active.
Complete financial statements for OMEGA JV 2 and 5 may be obtained from AMP, Inc. or the State
Auditors website at www.ohioauditor.gov.

OMEGA JV2 (36 members): OMEGA JV2 owns 138.65 MW of distributed generation, consisting of
two 32 MW gas-fired turbines, one 11 MW gas-fired turbine and thirty-four 1.825 MW diesel
generators. AMP is responsible for the operation of the JV2 project. As of December 31, 2022.
$943,870 principal amount of JV2 obligations was outstanding and held on the Line of Credit.

OMEGA JV5 (42 members): In 1993, OMEGA JV5 assigned to a trustee the obligations of its
participants to make payments for their respective ownership shares in the “Belleville Project”, a 42
MW run-of-the-river hydroelectric generating facility on an Army Corps dam near Parkersburg, West
Virginia and an associated transmission line in Ohio owned by OMEGA JV5. AMP is responsible for
operation of the Belleville Project. The hydroelectric generation associated with the Belleville Project
has been operational since June 1999. The Federal Energy Regulatory Commission license for the
Belleville Project runs through August 31, 2039. As of December 31, 20221, $42,360,731 of the2011
Belleville Beneficial Interest Certificates (“2001 BICs ) with a final maturity of 2030 was outstanding.

The 2001 BICs are capital appreciation bonds with a final aggregate maturity amount of $56,125,000.
In addition, on February 15, 2014. AMP redeemed $70,990,000 of the 2004 Belleville Beneficial
Interest Certificates with the proceeds of a draw on the Line of Credit, which draw was evidenced by
the proceeds of a note (the “JV5 Note”).

On January 29, 2016, OMEGA JV5 caused the issuance of $49,745,000 Belleville Beneficial Interest
Refunding Certificates, Series 2016 (the “2016 BICs”) to pay a portion of the outstanding balance of
the JV5 Note and to pay costs of issuance. The balance of the JV5 Note has since been retired. The
2016 BICs were redeemed in whole on February 15, 2021 with a draw on the Line of credit which is
evidenced by a subordinated note (the “2021 JV5 Note). As of December 31, 2022, the amount on
AMP’s Line of Credit that was allocable to the 2021 JV Note was retired. The 2021 BICs are non-
recourse to AMP.

ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION

AMP Fremont Energy Center (86 Members): On July 28, 2011, AMP acquired from FirstEnergy
Generation Corporation (“FirstEnergy”) the Fremont Energy Center (“AFEC”), a combined cycle,
natural gas fueled electric generating plant, then nearing completion of construction and located in
Fremont, Sandusky County, Ohio. Following completion of the commissioning and testing, AMP
declared AFEC to be in commercial operations as of January 20, 2012. AFEC has a capacity of 512
MW (unfired)/675 MW (fired) and consists of two combustion turbines, two heat recovery steam
generators and one steam turbine and condenser.
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DECEMBER 31, 2022

12. ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

AMP subsequently sold a 5.16% undivided ownership interest in AFEC to Michigan Public Power
Agency and entered into a power sales contract with Central Virginia Electric Cooperative for the
output associated with a 4.15% undivided ownership interest in AFEC. The output of AFEC associated
with the remaining 90.69% undivided ownership interest (the “90.69% Interest”) is sold to AMP
members pursuant to a take-or-pay power sales contract with 86 of its members (the "AFEC Power
Sales Contract”).

In 2012, to provide permanent financing for the 90.69% Interest, AMP issued, in two series,
$546,085,000 of its AMP Fremont Energy Center Project Revenue Bonds (the “2012 AFEC Bonds”),
consisting of taxable and tax-exempt obligations. The AFEC Bonds are net revenue obligations of
AMP, secured by a master trust indenture and payable from amounts received by AMP under the
AFEC Power Sales Contract. In 2017, AMP issued bonds (the “AFEC Refunding Bonds” and,
together with the 2012 AFEC Bonds, the “AFEC Bonds”) to refund a portion of the 2012 AFEC
Bonds. As of December 31, 2022, $410,696,664 aggregate principal amount of AFEC Bonds was
outstanding.

In April 2021, AMP executed a Gas Supply Contract (the “Gas Supply Contract”) with Tennergy
Corporation (“Tennergy”’) under the terms of which Tennergy will provide a portion of the natural gas
made available to Tennergy under the terms of a Prepaid Natural Gas Sales Agreement (“Prepaid
Matural gas Sales Agreement”) between Tennergy and a subsidiary of Morgan Stanley, Under the Gas
Supply Contract, AMP receives the benefit of a discount from market index gas priced.

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the AFEC
project for 100kw, or 0.02%.

Combined Hydroelectric Projects (79 Members): AMP owns and operates three hydroelectric
projects, the Cannelton, the Smithland and the Willow Island hydroelectric generating facilities (the
“Combined Hydroelectric Projects”), all on the Ohio River, with an aggregate generating capacity of
approximately 208 MW. Each of the Combined Hydroelectric Projects is in commercial operation and
consists of run-of-the-river hydroelectric generating facilities on existing Army Corps dams and
includes associated transmission facilities. AMP holds the licenses from FERC for the Combined
Hydroelectric Projects.

To provide financing for, or refinance certain obligations incurred in respect of, the Combined
Hydroelectric Projects, AMP has issued eight series of its Combined Hydroelectric Projects Revenue
Bonds (the “Combined Hydroelectric Bonds”), in an original aggregate principal amount of
$2,354,485,000 and consisting of taxable, tax-exempt and tax advantaged obligations (Build America
Bonds, Clean Renewable Energy Bonds and New Clean Renewable Energy Bonds).

The Combined Hydroelectric Bonds are secured by a master trust indenture and payable from amounts
received by AMP under a take-or-pay power sales contract with 79 of its members.

As of December 31, 2022, $2,095,038,235 aggregate principal amount of the Combined Hydroelectric
Bonds and approximately $4.175 million aggregate principal amount of subordinate obligations,
consisting of notes evidencing draws on the Line of Credit, were outstanding under the indenture
securing the Combined Hydroelectric Bonds.
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12. ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

On August 14, 2017, AMP filed a lawsuit in the U.S. District Court for the Southern District of Ohio
against Voith Hydro, Inc. (“Voith”), which was the supplier of major powerhouse equipment,
including the turbines and generators for the Combined Hydroelectric Projects and the Meldahl
Project. In the lawsuit, AMP alleges, among other things that Voith failed to deliver equipment on a
timely basis and that certain of the equipment delivered was materially defective, causing significant
delays. AMP has alleged proven damages of at least $40 million. On October 16, 2017 Voith filed its
answer, denying each of AMP’s claims, and asserting two counterclaims seeking the payment of
amounts it claims are due under the contract, amounts currently held by AMP as purported liquidated
damages and $40 million in damages, plus interest and legal fees. On December 1, 2017, AMP filed its
answer to the Voith counterclaims, denying all liability to Voith.

As part of the initial disclosures, AMP listed 70 potential witnesses and $90 million in gross damages,
while Voith listed over 100 potential witnesses and $65 million in gross damages. A scheduling order
has been established which provides for a October 31, 2022 trial date.

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the Combined
Hydroelectric Projects for 100kw, or 0.05%.

Meldahl Hydroelectric Project (48 Members): AMP owns and, together with the City of Hamilton,
Ohio, an AMP member developed and constructed a 108.8 MW, three-unit hydroelectric generation
facility on the Captain Anthony Meldahl Locks and Dam, an existing Army Corps dam on the Ohio
River, and related equipment and associated transmission facilities (the “Meldahl Project”). The
Meldahl Project is operated by the City of Hamilton.

Inorder to finance the construction of the Medahl Project and related costs. AMP issued seven series of
its Meldahl Hydrolelectric Project Revenue Bonds (“Meldahl Bonds”) in an original aggregate
principal amount of $820,185,000 consisting of taxable, tax-exempt and tax advantaged obligations
(Build America Bonds, Clean Renewable Energy Bonds and New Clean Renewable Energy Bonds).

The Meldahl Bonds are secured by a master trust indenture and payable from amounts received by
AMP under a take-or-pay power sales contract with 48 of its members. As of December 31, 2022
$643,965,000 aggregate principal amount of the Meldahl Bonds was outstanding under the indenture
securing the Meldahl Bonds.

On August 14, 2017, AMP filed a lawsuit in the U.S. District Court for the Southern District of Ohio
against Voith Hydro, Inc. (“Voith”), which was the supplier of major powerhouse equipment,
including the turbines and generators for the Combined Hydroelectric Projects and the Meldahl
Project. In the lawsuit, AMP alleges, among other things that Voith failed to deliver equipment on a
timely basis and that certain of the equipment delivered was materially defective, causing significant
delays. AMP has alleged proven damages of at least $40 million. On October 16, 2017 Voith filed its
answer, denying each of AMP’s claims, and asserting two counterclaims seeking the payment of
amounts it claims are due under the contract, amounts currently held by AMP as purported liquidated
damages and $40 million in damages, plus interest and legal fees. On December 1, 2017, AMP filed its
answer to the Voith counterclaims, denying all liability to Voith.

As part of the initial disclosures, AMP listed 70 potential witnesses and $90 million in gross damages,

while Voith listed over 100 potential witnesses and $65 million in gross damages. A scheduling order
has been established which provides for a October 31, 2022 trial date.
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12. ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the Meldahl
Hydroelectric Project for 15kw, or 0.01%.

Greenup Hydroelectric Project (47 Members): In connection with the development of the Meldahl
Project, Hamilton agreed to sell and AMP agreed to purchase a 48.6% undivided ownership interest
(the “AMP Interest”) in the Greenup Hydroelectric Facility. On May 11, 2016, AMP issued
$125,630,000 aggregate principal amount of its Greenup Hydroelectric Project Revenue Bonds, Series
2016A (the “2016 Greenup Bonds”) and, with a portion of the proceeds thereof, acquired the AMP
Interest. The 2016 Greenup Bonds are secured by a separate power sales contract that has been
executed by the same Members (with the exception of Hamilton, which retained title to a 51.4%
ownership interest in the Greenup Hydroelectric Facility) that executed the Meldahl Power Sales
Contract.

As of December 31, 2022, $118,760,000 aggregate principal amount of the 2016 Greenup Bonds was
outstanding under the indenture securing the 2016 Greenup Bonds.

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the Greenup
Hydroelectric Project for 10kw or 0.03%.

AMPGS (81 Members): Until November 2009, AMP had been developing a 960 MW twin unit,
supercritical boiler, coal-fired, steam and electric generating facility, to be known as the American
Municipal Power Generating Station (“AMPGS”), in Meigs County, in southeastern Ohio, on the Ohio
River. AMP had planned for AMPGS to enter into commercial operation in 2014 at a total cost of
approximately $3 billion. In the fourth quarter of 2009, however, the estimated capital costs increased
by 37% and Bechtel Power Corporation (“Bechtel”), the EPC (engineer, procure and construct)
contractor, would not guarantee that the costs would not continue to escalate. As a result of the
estimated cost increases and prior to the commencement of major construction at the project site, the
81 AMP Members that had subscribed for capacity from AMPGS (“AMPGS Participants”) voted to
cease development of AMPGS as a coal fired project.

In August 2016, AMP and Bechtel engaged in court-ordered mediation to resolve disputes raised in
litigation relating to the cancellation of the AMPGS Project. Following the mediation, AMP and
Bechtel reached a comprehensive settlement which resolved all claims. The terms of such settlement
are confidential.

As of December 31, 2022, $3,593,843 on AMP’s Line of Credit was allocable to the stranded costs
recoverable from the AMPGS Participants and $37,645,140 on AMP’s Line of Credit was allocable to
plant held for future use.

Since March 31, 2014, the Village has made payment s of $26,575 to AMP toward- its stranded costs.
Also since March 31, 2014, the Village’s allocation of additional costs incurred by the project is $965
and interest incurred on AMP’s Line of Credit of $5,303 resulting in a net impaired cost estimate at
December 31, 2022 of $24,765. The Village does have a potential PHFU liability of $12,509 resulting
in a net total potential liability of $34,793, assuming the assets making up the PHFU (principally the
land comprising the Meigs County site) have no value and also assuming the Village’s credit balance
would earn zero interest. Stranded costs as well as PHFU costs are subject to change, including
borrowing costs on the AMP Line of Credit. Activities include items such as negative items as
property taxes as well as positive items revenue from leases or sale of all or a portion of the Meigs
County site property.
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ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

The Village intends to recover these costs and repay AMP from years 2014-2029 through a power cost
adjustment.

SEGMENT INFORMATION

To provide electric service to the citizens, the Village is a member of Ohio Municipal Electric
Generation Agency (OMEGA) Joint Ventures as described in Note 11. The Village is liable for debt
related to the financing of the OMEGA joint ventures. The activity is accounted for in the Village’s
Electric Fund, which is reported as part of the combined Enterprise Fund Type in the financial
statements.

Summary financial information for the Electric Fund is presented below:

Total Assets $ 292,275
Total Liabilities (OMEGA JV2 & 5 Debt Service) 35,347
(AMPGS Stranded Costs & Future use) 4525
Operating Receipts
Charges for Services 563,196
Operating Expenses 585,218
Operating Income (22,022)
Nonoperating Receipts
Other Nonoperating Receipts 1,337
Other Nonoperating (Disbursements) -
Change in Fund Cash Balance (20,685)
Beginning Fund Cash Balance 313,459
Ending Fund Cash Balance $ 292,774

FUND BALANCES

Included in fund balance are amounts the Village cannot spend, including the balance of unclaimed
monies, which cannot be spent for five years and the expendable corpus of the permanent funds.
Encumbrances are commitments related to unperformed contracts for goods or services. Encumbrance
accounting is utilized to the extent necessary to assure effective budgetary control and accountability
and to facilities effective cash planning and control. At year end, the balances of those amounts were
as follows:

Special Capital
Fund Balances General Revenue Projects Total
Nonspendable:
Corpus S - $ - $ - $ -
Outstanding Encum. - - - -
Total $ - $ - $ - $ -
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FUND BALANCES

The fund balance of special revenue funds is either restricted or committed. The fund balance of debt
service funds and capital projects funds are restricted, committed, or assigned. The fund balance of
permanent funds that is not part of the nonspendable corpus is either restricted or committed. These
restricted, committed and assigned amounts in the special revenue, debt service, capital projects and
permanent funds would include the outstanding encumbrances. In the general fund, outstanding
encumbrances are considered assigned.

COVID-19

The United States and the State of Ohio declared a state of emergency in March 2020 due to the
COVID-19 pandemic. Ohio’s state of emergency ended in June 2021, while the national state of
emergency continues. During 2021, the Village received COVID-19 funding. The financial impact of
COVID-19 and the ensuing emergency measures will impact subsequent periods of the Village. The
impact on the Village’s future operating costs, revenues, and any recovery from emergency funding,
either federal or state, cannot be estimated.

During 2022, the Village received $31,254 in American Rescue Plan funding.
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VILLAGE OF LUCAS
RICHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND

CHANGES IN FUND CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2021

Governmental Fund Types

Totals
Special Capital (Memorandum
General Revenue Projects Only)
Cash Receipts:
Property Tax and Other Local Taxes $ 30,723 $ - $ - $ 30,723
Intergovernmental Receipts 29,413 93,912 - 123,325
Charges for Services 1,080 - - 1,080
Fines, Licenses and Permits 3,590 108 - 3,698
Earnings on Investments 296 - - 296
Miscellaneous 5,052 775 - 5,827
Total Cash Receipts 70,154 94,795 - 164,949
Cash Disbursements:
Current:
Security of Persons and Property 13,300 - - 13,300
Public Health Service 100 - - 100
Community Environment 433 1,655 - 2,088
Transportation - 25,137 - 25,137
General Government 28,271 - - 28,271
Other 3,052 - - 3,052
Capital Outlay - 4,753 - 4,753
Debt Service:
Principal 5,283 - - 5,283
Interest and Fiscal Charges 592 - - 592
Total Cash Disbursements 51,031 31,545 - 82,576
Net Change in Fund Cash Balance 19,123 63,250 - 82,373
Fund Cash Balance, January 1 37,052 88,416 2,646 128,114
Fund Cash Balance, December 31 $ 56,175 $ 151,666 $ 2,646 $ 210,487

See notes to financial statements.

21



VILLAGE OF LUCAS
RICHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND
CHANGES IN FUND CASH BALANCE - ALL PROPRIETARY FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2021

Proprietary
Fund Type
Enterprise
Operating Cash Receipts:
Charges for Services $ 788,813
Miscellaneous 1,518
Total Operating Cash Receipts 790,331
Operating Cash Disbursements:
Personal Services 250,679
Travel Transportation 1,183
Contractual Service 440,394
Supplies and Materials 23,130
Capital Outlay 26,096
Total Operating Cash Disbursements 741,482
Operating Income 48,849
Non-Operating Receipts (Disbursements):
Miscellaneous Receipts 3,085
Principal Retirement (30,876)
Interest and Other Fiscal Charges (1,759)
Total Non-Operating Receipts (Disbursements): (29,550)
Net Change in Fund Cash Balance 19,299
Fund Cash Balances, January 1 414,364
Fund Cash Balances, December 31 $ 433,663

See notes to financial statements.
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VILLAGE OF LUCAS
RICHLAND COUNTY

COMBINED STATEMENT OF ADDITIONS, DEDUCTIONS AND
CHANGES IN FUND CASH BALANCE - ALL FIDUCIARY FUND TYPES

FOR THE YEAR ENDED DECEMBER 31, 2021

Additions:
Amounts Received as Fiscal Agent
Total Additions
Deductions:
Distributions as Fiscal Agent
Total Deductions
Net Change in Fund Balances

Fund Cash Balances, January 1

Fund Cash Balances, December 31

See notes to financial statements.
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Fiduciary
Fund Type

Custodial

4,550

4,550

4,372

4,372
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VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021

REPORTING ENTITY
Description of the Entity

The constitution and laws of the State of Ohio establish the rights and privileges of the Village of
Lucas, Richland County, (the Village) as a body corporate and politic. A publicly elected six-member
Council directs the Village. The Village provides water, sewer and electric utilities. The Village
contracts with the Richland County Sheriff’s Department to provide security of persons and property.

The Village participates in a public entity risk pool and joint ventures. Notes 6 and 11 to the financial
statements provides additional information for these entities.

The Village’s management believes these financial statements present all activities for which the
Village is financially accountable.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The Village’s financial statements consist of a combined statement of receipts, disbursements and
changes in fund balance (regulatory cash basis) for all governmental fund types, and a combined
statement of receipts, disbursements and changes in fund balance (regulatory cash basis) for all
proprietary fund types which are organized on a fund type basis and a combined statement of
additions, deductions and changes in fund balances (regulatory cash basis) all fiduciary fund types
organized on a fund type basis.

Fund Accounting

The Village uses funds to maintain its financial records during the year. A fund is defined as a fiscal
and accounting entity with a self-balancing set of accounts. The funds of the Village are presented
below:

Governmental Funds

General Fund

The General fund is the operating fund. It is used to account for all financial resources except those
required to be accounted for in another fund.

Special Revenue Funds

These funds are used to account for proceeds from specific sources that are restricted or committed to
expenditures for specific purposes other than debt service or capital projects. The Village had the
following significant Special Revenue Funds:

Street Construction, Maintenance and Repair Fund - This fund receives gasoline tax and motor
vehicle license tax money for constructing, maintaining, and repairing Village streets.

State Highway Fund — This fund receives gasoline tax and government highway tax money for
constructing, maintaining, and repairing streets.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Capital Project Fund

These funds are used to account for and reports financial resources that are restricted, committed, or
assigned to expenditure for capital outlays, including the acquisition or construction of capital facilities

and other capital assets. The Village had the following significant Capital Project Fund:

Capital Projects Sidewalk Fund - This fund accounted for and reported monies used for a sidewalk
project.

Enterprise Funds

These funds account for operations that are similar to private business enterprises where management
intends to recover the significant costs of providing certain goods or services through user charges. The
Village had the following significant Enterprise Funds:

Water Fund — This fund receives charges for services from residents to cover water service costs.
Sewer Fund — This fund receives charges for services from residents to cover sewer service costs.
Electric Fund — This fund receives charges for services from residents to cover electric service costs.

Fiduciary Funds

Fiduciary Funds include private purpose trust funds, investment trust funds and custodial funds. Trust
funds account for assets held under a trust agreement meeting certain criteria.

Custodial funds are purely custodial in nature and are used to report fiduciary activity that is not
required to be reported in a trust fund. The Village’s custodial fund accounts for the financial activity
of Mayors Court.

Basis of Accounting

These financial statements follow the accounting basis permitted by the financial reporting provisions
of Ohio Revised Code Section 117.38 and Ohio Administrative Code 117-2-03(C). This basis is
similar to the cash receipts and disbursements accounting basis. The Village recognizes receipts when
received in cash rather than when earned, and recognizes disbursements when paid rather than when a
liability is incurred. Budgetary presentations report budgetary expenditures when a commitment is
made (i.e., when an encumbrance is approved).

These statements include adequate disclosure of material matters, as the financial reporting provisions
of Ohio Revised Code Section 117.38 and Ohio Administrative Code 117-2-03(C) permit.

Budgetary Process

The Ohio Revised Code requires that each fund (except certain Agency Funds) be budgeted annually.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Appropriations

Budgetary expenditures (that is, disbursements and encumbrances) may not exceed appropriations at
the fund, function or object level of control, and appropriations may not exceed estimated resources.
The Village Council must annually approve appropriation measures and subsequent amendments. The
County Budget Commission must also approve the annual appropriation measure. Unencumbered
appropriations lapse at year end.

Estimated Resources

Estimated resources include estimates of cash to be received (budgeted receipts) plus cash as of
January 1. The County Budget Commission must approve estimated resources.

Encumbrances

The Ohio Revised Code requires the Village to reserve (encumber) appropriations when commitments
are made. Encumbrances outstanding at year end are canceled, and reappropriated in the subsequent
year.

A summary of 2021 budgetary activity appears in Note 3.

Deposits and Investments

The Village’s accounting basis includes investment as assets. This basis does not record disbursement
for investment purchases or receipts for investment sales. This basis records gains or losses at the time
of sale as receipts or disbursements, respectively.

Investment in STAR Ohio is measured at the net asset value (NAV) per share provided by STAR Ohio.
The NAV per share is calculated on an amortized cost basis that provides an NAV per share that
approximates fair value.

Property, Plant, and Equipment

Acquisition of property, plant and equipment are recorded as disbursements when paid. These items
are not reflected as assets on the accompanying financial statements.

Accumulated Leave

In certain circumstances, such as leaving employment, employees are entitled to cash payments for
unused leave. The financial statements do not include a liability for unpaid leave.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Balance

Fund balance is divided into five classifications based primarily on the extent to which the Village
must observe constraints imposed upon the use of its governmental-fund resources. The classifications
are as follows:

Nonspendable — The Village classifies assets as nonspendable when legally or contractually
required to maintain the amounts intact.

Restricted — Fund balance is restricted when constraints placed on the use of resources are either
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws
or regulations of other governments; or is imposed by law through constitutional provisions.

Committed — Council can commit via formal action (resolution). The Village must adhere to these
commitments unless council amends the resolution. Committed fund balance also incorporates
contractual obligations to the extent that existing resources in the fund have been specifically
committed to satisfy contractual requirements.

Assigned — Assigned fund balances are intended for specific purposes but do not meet the criteria
to be classified as restricted or committed. Governmental funds other than general fund report all
fund balances as assigned unless they are restricted or committed. In the general fund, assigned
amounts represent intended uses established by Village Council or a Village official delegated that
authority by ordinance, or by State Statute.

Unassigned — Unassigned fund balance is the residual classification for the general fund and
includes amounts not contained in the other classifications. In other governmental funds, the
unassigned classification is used only to report a deficit balance.

The Village applies restricted resources first when expenditures are incurred for purposes for
which either restricted or unrestricted (unassigned) amounts are available. Similarly, within
unrestricted fund balance, committed amounts are reduced first followed by assigned, and then
unassigned amounts when expenditures are incurred for purposes for which amounts in any of the
unrestricted fund balance classification could be used.

For regulatory purposes, limited disclosure related to fund balance is included in Note 14.
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3. BUDGETARY ACTIVITY
Budgetary activity for the year ended December 31, 2021 is as follows:

2021 Budgeted vs. Actual Receipts

Budgeted Actual
Fund Type Receipts Receipts Variance
General $ 76,800 $ 70,154 $ (6,646)
Special Revenue 63,900 94,795 30,895
Enterprise 816,300 793,416 (22,884)
Total $ 957,000 $ 958,365 $ 1,365

2021 Budgeted vs. Actual Budgetary Basis Expenditures

Appropriation Budgetary
Fund Type Authority Expenditures Variance
General $§ 101,915 $§ 51,031 $ 50,884
Special Revenue 119,851 31,545 88,306
Capital Projects 2,646 - 2,646
Enterprise 1,162,883 774,117 388,766
Total $ 1,387,295 § 856,693 $ 530,602

4. DEPOSITS AND INVESTMENTS

To improve cash management, cash received by the Village is pooled. Monies for all funds are
maintained in this pool. The Ohio Revised Code prescribes allowable deposits and investments. A
summary of the Village’s deposits and investment accounts are as follows:

2021

Cash Management Pool:
Demand Deposits $ 296,395
Cash on Hand 100
Total Deposits 296,495
STAR Ohio 347,833
Total Investments $ 347,833
Total carrying amount of deposits and investments held in Pool $ 644,328

The Village does use a separate payroll clearing account. The expenditures included in the
accompanying financial statements reflect net payroll plus all remitted payroll withholdings. At
December 31, 2021, the Village is holding $0 in unremitted employee payroll withholdings.

Deposits: Deposits are either insured by the Federal Depository Insurance Corporation or
collateralized through the Ohio Pooled Collateral System (OPCS), a collateral pool of eligible
securities deposited with a qualified trustee and pledged to the Treasurer of State to secure the
repayment of all public monies deposited in the financial institution.
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DEPOSITS AND INVESTMENTS (Continued)

Investments: An investment firm holds the Village’s equity securities in book-entry form in the
Village’s name. Investments in STAR Ohio are not evidenced by securities that exist in physical or
book-entry form. Donated stocks are valued at the value at the time of donation.

PROPERTY TAX

Real property taxes become a lien on January 1 preceding the October 1 date for which the Council
adopted rates. The State Board of Tax Equalization adjusts these rates for inflation. Property taxes are
also reduced for applicable homestead and rollback deductions. The financial statements include
homestead and rollback amounts the State pays as Intergovernmental Receipts. Payments are due to
the County by December 31. If the property owner elects to make semiannual payment, the first half is
due by December 31. The second half payment is due the following June 20.

The County is responsible for assessing property, and for billing, collecting, and distributing all
property taxes on behalf of the Village.

RISK MANAGEMENT

The Government belongs to the Ohio Plan Risk Management, Inc. (OPRM) — formerly known as the
Ohio Government Risk Management Plan, (the “Plan”), a non-assessable, unincorporated non-profit
association providing a formalized, jointly administered self-insurance risk management program and
other administrative services to Ohio governments (“Members”). The Plan is legally separate from its
member governments.

Pursuant to Section 2744.081 of the Ohio Revised Code, the plan provides property, liability, errors
and omissions, law enforcement, automobile, excess liability, crime, surety and bond, inland marine
and other coverages to its members sold through fourteen appointed independent agents in the State of
Ohio.

Effective November 1, 2010 (through October 31, 2017), the corridor is for losses paid is between 60%
and 70% of casualty premiums earned in the first $250,000. Effective November 1, 2016, the OPRM
elected to participate in a property loss corridor deductible. The property corridor includes losses paid
between 70% and 75%. In 2018, the casualty loss corridor was eliminated and the property corridor
was adjusted to losses paid between 65% and 70%. Effective November 1, 2019, the property loss
corridor was adjusted to losses paid between 60% and 67.5% and remain unchanged effective
November 1, 2021 and November 1, 2020. OPRM had 769 members as of December 21, 2021.

The Pool’s audited financial statements conform with generally accepted accounting principles, and
reported the following assets, liabilities and equity at December 31, 2021:

2021
Assets $21,777,439
Liabilities (15,037,383
Retained Earnings $ 6,740,056

You can read the complete audited financial statements for OPRM at the Plan’s website,
www.ohioplan.org .

29



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021

DEFINED BENEFIT PENSION PLAN
Ohio Public Employees Retirement System

The Village’s full-time employees and elected officials belong to the Ohio Public Employees
Retirement System (OPERS). OPERS is a cost sharing, multiple employer plan. The Ohio Revised
Code prescribes the plan benefits, which include postretirement healthcare, and survivor and disability
benefits.

The Ohio Revised Code also prescribes contribution rates. For 2021, OPERS members contributed
10.0% of their gross wages and the Village contributed an amount equal to 14.0% of participant’s
gross salaries. The Village has paid all contributions required through December 31, 2021.

Social Security

Several Village employees contributed to social security. This plan provides retirement benefits,
including survivor and disability benefits to participants.

Employees contributed 6.2 percent of their gross salaries. The Village contributed an amount equal to
6.2 percent of participants’ gross salaries. The Village has paid all contributions required through
December 31, 2021.

POSTEMPLOYMENT BENEFITS

OPERS offers cost-sharing, multiple-employer defined benefit postemployment plans, which include
multiple health care plans including medical coverage, prescription drug coverage, deposits to a Health
Reimbursement Arrangement and Medicare Part B premium reimbursements, to qualifying benefit
recipients. The portion of employer contributions allocated to health care for OPERS members in the
traditional pension plan and combined plan was 0 percent during calendar year 2021. The portion of
employer contributions allocated to health care for OPERS members in the member-directed plan was
4.0 percent during calendar year 2021.

PUBLIC ENTITY RISK POOL
The Township belongs to the Ohio Government Risk Management Plan (the Plan) an unincorporated
non-profit association providing a formalized, jointly administered self-insurance risk management

plan. Member governments pay annual premiums to fund the Plan. The Plan pays judgments,
settlements and other expenses resulting from covered claims exceeding the member’s deductible.

30



VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021

10. DEBT

Debt outstanding at December 31, 2021 was as follows:

2021
Principal %
Ohio Water Development Authority #5694 § 39,825 3.84
Ohio Public Works Commission CP25] 101,213 0.00
Park National Bonds 16,717 2.69
Total $ 157,755

The Ohio Water Development Authority (OWDA) loan relates to upgrades to the water treatment
plant. The OWDA approved up to $110,000 in loans to the Village for this project, the Village
borrowed $104,518. The Village will repay the loan in semiannual installments of $9,721 over 15
years. Water receipts collateralize the loan. The Village has agreed to set utility rates sufficient to
cover OWDA debt service requirements.

The Ohio Public Works Commission (OPWC) loan relates to a waterline extension projects. The
OPWC approved up to $311,425 in loans to the Village for this project, the Village borrowed
$311,425. The Village will repay the loan in semiannual payments of $7,786 over 20 years. Water
receipts collateralize the loan. The Village has agreed to set utility rates sufficient to cover OPWC debt
service requirements.

In 2020, the Village issued bonds totaling $22,000 through Park National Bank for a sidewalk project
on Main Street. The bonds will be repaid over 4 years with annual payments of principal plus interest
of $5,875.

Amortization of the above debt, including interest, is scheduled as follows:

Year Ending OWDA OPWC PNB

December 31 #5694 CP25] Bonds
2022 $ 9,721 $ 15,571 $ 5,875
2023 9,721 15,571 5,875
2024 9,721 15,571 5,875
2025 9,721 15,571 -
2026 4,861 15,572 -
2027-2031 - 23,357 -
$ 43,745 $ 101,213 $ 17,625
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JOINT VENTURES

The Village is a member of American Municipal Power (AMP). Several of the studies of alternative
power supply and transmission arrangements AMP has made or commissioned have resulted in
cooperative undertakings by AMP and one or more of its members. Included among these projects are
the following:

JV’s 2 and 5: In 1992, AMP began sponsoring the creation and organization of project specific joint
ventures (the “JV’s”) among certain of its members and other AMP owned or controlled projects for
the purpose of acquiring certain electric utility assets. Several, described below, remain active.
Complete financial statements for OMEGA JV 2 and 5 may be obtained from AMP, Inc. or the State
Auditors website at www.ohioauditor.gov.

OMEGA JV2 (36 members): OMEGA JV2 owns 138.65 MW of distributed generation, consisting of
two 32 MW gas-fired turbines, one 11 MW gas-fired turbine and thirty-four 1.825 MW diesel
generators. AMP is responsible for the operation of the JV2 project. As of December 31, 2021.
$943,870 principal amount of JV2 obligations was outstanding and held on the Line of Credit.

OMEGA JV5 (42 members): In 1993, OMEGA JV5 assigned to a trustee the obligations of its
participants to make payments for their respective ownership shares in the “Belleville Project”, a 42
MW run-of-the-river hydroelectric generating facility on an Army Corps dam near Parkersburg, West
Virginia and an associated transmission line in Ohio owned by OMEGA JV5. AMP is responsible for
operation of the Belleville Project. The hydroelectric generation associated with the Belleville Project
has been operational since June 1999. The Federal Energy Regulatory Commission license for the
Belleville Project runs through August 31, 2039. As of December 31, 2021, $42,360,731 of the 2011
Belleville Beneficial Interest Certificates (“2001 BICs ) with a final maturity of 2030 was outstanding.

The 2001 BICs are capital appreciation bonds with a final aggregate maturity amount of $56,125,000.
In addition, on February 15, 2014. AMP redeemed $70,990,000 of the 2004 Belleville Beneficial
Interest Certificates with the proceeds of a draw on the Line of Credit, which draw was evidenced by
the proceeds of a note (the “JV5 Note”).

On January 29, 2016, OMEGA JV5 caused the issuance of $49,745,000 Belleville Beneficial Interest
Refunding Certificates, Series 2016 (the “2016 BICs”) to pay a portion of the outstanding balance of
the JV5 Note and to pay costs of issuance. The balance of the JV5 Note has since been retired. The
2016 BICs were redeemed in whole on February 15, 2021 with a draw on the Line of credit which is
evidenced by a subordinated note (the “2021 JV5 Note”). As of December 31, 2021, $2,131,216 on
AMP’s Line of Credit was allocable to the 2021 JV% Note. The 2021 BICs are non-recourse to AMP.

ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION

AMP Fremont Energy Center (86 Members): On July 28, 2011, AMP acquired from FirstEnergy
Generation Corporation (“FirstEnergy”) the Fremont Energy Center (“AFEC”), a combined cycle,
natural gas fueled electric generating plant, then nearing completion of construction and located in
Fremont, Sandusky County, Ohio. Following completion of the commissioning and testing, AMP
declared AFEC to be in commercial operations as of January 20, 2012. AFEC has a capacity of 512
MW (unfired)/675 MW (fired) and consists of two combustion turbines, two heat recovery steam
generators and one steam turbine and condenser.
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12. ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

AMP subsequently sold a 5.16% undivided ownership interest in AFEC to Michigan Public Power
Agency and entered into a power sales contract with Central Virginia Electric Cooperative for the
output associated with a 4.15% undivided ownership interest in AFEC. The output of AFEC associated
with the remaining 90.69% undivided ownership interest (the “90.69% Interest”) is sold to AMP
members pursuant to a take-or-pay power sales contract with 86 of its members (the "AFEC Power
Sales Contract”).

In 2012, to provide permanent financing for the 90.69% Interest, AMP issued, in two series,
$546,085,000 of its AMP Fremont Energy Center Project Revenue Bonds (the “2012 AFEC Bonds”),
consisting of taxable and tax-exempt obligations. The AFEC Bonds are net revenue obligations of
AMP, secured by a master trust indenture and payable from amounts received by AMP under the
AFEC Power Sales Contract. In 2017, AMP issued bonds (the “AFEC Refunding Bonds” and,
together with the 2012 AFEC Bonds, the “AFEC Bonds”) to refund a portion of the 2012 AFEC
Bonds. As of December 31, 2021, $405,280,000 aggregate principal amount of AFEC Bonds was
outstanding.

In April 2021, AMP executed a Gas Supply Contract (the “Gas Supply Contract”) with Tennergy
Corporation (“Tennergy”’) under the terms of which Tennergy will provide a portion of the natural gas
made available to Tennergy under the terms of a Prepaid Natural Gas Sales Agreement (“Prepaid
Matural gas Sales Agreement”) between Tennergy and a subsidiary of Morgan Stanley, Under the Gas
Supply Contract, AMP receives the benefit of a discount from market index gas priced.

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the AFEC
project for 100kw, or 0.02%.

Combined Hydroelectric Projects (79 Members): AMP owns and operates three hydroelectric
projects, the Cannelton, the Smithland and the Willow Island hydroelectric generating facilities (the
“Combined Hydroelectric Projects”), all on the Ohio River, with an aggregate generating capacity of
approximately 208 MW. Each of the Combined Hydroelectric Projects is in commercial operation and
consists of run-of-the-river hydroelectric generating facilities on existing Army Corps dams and
includes associated transmission facilities. AMP holds the licenses from FERC for the Combined
Hydroelectric Projects.

To provide financing for, or refinance certain obligations incurred in respect of, the Combined
Hydroelectric Projects, AMP has issued eight series of its Combined Hydroelectric Projects Revenue
Bonds (the “Combined Hydroelectric Bonds”), in an original aggregate principal amount of
$2,354,485,000 and consisting of taxable, tax-exempt and tax advantaged obligations (Build America
Bonds, Clean Renewable Energy Bonds and New Clean Renewable Energy Bonds).

The Combined Hydroelectric Bonds are secured by a master trust indenture and payable from amounts
received by AMP under a take-or-pay power sales contract with 79 of its members.

As of December 31, 2021, $2,119,182,647 aggregate principal amount of the Combined Hydroelectric
Bonds and approximately $4.175 million aggregate principal amount of subordinate obligations,
consisting of notes evidencing draws on the Line of Credit, were outstanding under the indenture
securing the Combined Hydroelectric Bonds.
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12. ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

On August 14, 2017, AMP filed a lawsuit in the U.S. District Court for the Southern District of Ohio
against Voith Hydro, Inc. (“Voith”), which was the supplier of major powerhouse equipment,
including the turbines and generators for the Combined Hydroelectric Projects and the Meldahl
Project. In the lawsuit, AMP alleges, among other things that Voith failed to deliver equipment on a
timely basis and that certain of the equipment delivered was materially defective, causing significant
delays. AMP has alleged proven damages of at least $40 million. On October 16, 2017 Voith filed its
answer, denying each of AMP’s claims, and asserting two counterclaims seeking the payment of
amounts it claims are due under the contract, amounts currently held by AMP as purported liquidated
damages and $40 million in damages, plus interest and legal fees. On December 1, 2017, AMP filed its
answer to the Voith counterclaims, denying all liability to Voith.

As part of the initial disclosures, AMP listed 70 potential witnesses and $90 million in gross damages,
while Voith listed over 100 potential witnesses and $65 million in gross damages. A scheduling order
has been established which provides for a October 31, 2022 trial date.

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the Combined
Hydroelectric Projects for 100kw, or 0.05%.

Meldahl Hydroelectric Project (48 Members): AMP owns and, together with the City of Hamilton,
Ohio, an AMP member developed and constructed a 108.8 MW, three-unit hydroelectric generation
facility on the Captain Anthony Meldahl Locks and Dam, an existing Army Corps dam on the Ohio
River, and related equipment and associated transmission facilities (the “Meldahl Project”). The
Meldahl Project is operated by the City of Hamilton.

Inorder to finance the construction of the Medahl Project and related costs. AMP issued seven series of
its Meldahl Hydrolelectric Project Revenue Bonds (“Meldahl Bonds”) in an original aggregate
principal amount of $820,185,000 consisting of taxable, tax-exempt and tax advantaged obligations
(Build America Bonds, Clean Renewable Energy Bonds and New Clean Renewable Energy Bonds).

The Meldahl Bonds are secured by a master trust indenture and payable from amounts received by
AMP under a take-or-pay power sales contract with 48 of its members. As of December 31, 2021
$655,050,000 aggregate principal amount of the Meldahl Bonds was outstanding under the indenture
securing the Meldahl Bonds.

On August 14, 2017, AMP filed a lawsuit in the U.S. District Court for the Southern District of Ohio
against Voith Hydro, Inc. (“Voith”), which was the supplier of major powerhouse equipment,
including the turbines and generators for the Combined Hydroelectric Projects and the Meldahl
Project. In the lawsuit, AMP alleges, among other things that Voith failed to deliver equipment on a
timely basis and that certain of the equipment delivered was materially defective, causing significant
delays. AMP has alleged proven damages of at least $40 million. On October 16, 2017 Voith filed its
answer, denying each of AMP’s claims, and asserting two counterclaims seeking the payment of
amounts it claims are due under the contract, amounts currently held by AMP as purported liquidated
damages and $40 million in damages, plus interest and legal fees. On December 1, 2017, AMP filed its
answer to the Voith counterclaims, denying all liability to Voith.

As part of the initial disclosures, AMP listed 70 potential witnesses and $90 million in gross damages,

while Voith listed over 100 potential witnesses and $65 million in gross damages. A scheduling order
has been established which provides for a October 31, 2022 trial date.
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12. ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the Meldahl
Hydroelectric Project for 15kw, or 0.01%.

Greenup Hydroelectric Project (47 Members): In connection with the development of the Meldahl
Project, Hamilton agreed to sell and AMP agreed to purchase a 48.6% undivided ownership interest
(the “AMP Interest”) in the Greenup Hydroelectric Facility. On May 11, 2016, AMP issued
$125,630,000 aggregate principal amount of its Greenup Hydroelectric Project Revenue Bonds, Series
2016A (the “2016 Greenup Bonds”) and, with a portion of the proceeds thereof, acquired the AMP
Interest. The 2016 Greenup Bonds are secured by a separate power sales contract that has been
executed by the same Members (with the exception of Hamilton, which retained title to a 51.4%
ownership interest in the Greenup Hydroelectric Facility) that executed the Meldahl Power Sales
Contract.

As of December 31, 2021, $120,600,000 aggregate principal amount of the 2016 Greenup Bonds was
outstanding under the indenture securing the 2016 Greenup Bonds.

The Village of Lucas has executed a take-or-pay contract with AMP as a participant of the Greenup
Hydroelectric Project for 10kw or 0.03%.

AMPGS (81 Members): Until November 2009, AMP had been developing a 960 MW twin unit,
supercritical boiler, coal-fired, steam and electric generating facility, to be known as the American
Municipal Power Generating Station (“AMPGS”), in Meigs County, in southeastern Ohio, on the Ohio
River. AMP had planned for AMPGS to enter into commercial operation in 2014 at a total cost of
approximately $3 billion. In the fourth quarter of 2009, however, the estimated capital costs increased
by 37% and Bechtel Power Corporation (“Bechtel”), the EPC (engineer, procure and construct)
contractor, would not guarantee that the costs would not continue to escalate. As a result of the
estimated cost increases and prior to the commencement of major construction at the project site, the
81 AMP Members that had subscribed for capacity from AMPGS (“AMPGS Participants”) voted to
cease development of AMPGS as a coal fired project.

In August 2016, AMP and Bechtel engaged in court-ordered mediation to resolve disputes raised in
litigation relating to the cancellation of the AMPGS Project. Following the mediation, AMP and
Bechtel reached a comprehensive settlement which resolved all claims. The terms of such settlement
are confidential.

As of December 31, 2020, $10,791,225 on AMP’s Line of Credit was allocable to the stranded costs
recoverable from the AMPGS Participants and $37,191,145 on AMP’s Line of Credit was allocable to
plant held for future use.

Since March 31, 2014, the Village has made payment s of $26,575 to AMP toward- its stranded costs.
Also since March 31, 2014, the Village’s allocation of additional costs incurred by the project is $953
and interest incurred on AMP’s Line of Credit of $4,740 resulting in a net impaired cost estimate at
December 31, 2021 of $25,965. The Village does have a potential PHFU liability of $12,509 resulting
in a net total potential liability of $38,474y, assuming the assets making up the PHFU (principally the
land comprising the Meigs County site) have no value and also assuming the Village’s credit balance
would earn zero interest. Stranded costs as well as PHFU costs are subject to change, including
borrowing costs on the AMP Line of Credit. Activities include items such as negative items as
property taxes as well as positive items revenue from leases or sale of all or a portion of the Meigs
County site property.
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ELECTRIC OPERATING FUND AMP PROJECTS PARTICIPATION (Continued)

The Village intends to recover these costs and repay AMP from years 2014-2029 through a power cost
adjustment.

SEGMENT INFORMATION

To provide electric service to the citizens, the Village is a member of Ohio Municipal Electric
Generation Agency (OMEGA) Joint Ventures as described in Note 11. The Village is liable for debt
related to the financing of the OMEGA joint ventures. The activity is accounted for in the Village’s
Electric Fund, which is reported as part of the combined Enterprise Fund Type in the financial
statements.

Summary financial information for the Electric Fund is presented below:

Total Assets $ 313,459
Total Liabilities (OMEGA JV2 & 5 Debt Service) 30,772
(AMPGS Stranded Costs & Future use) 4525
Operating Receipts
Charges for Services 557,553
Operating Expenses 563,499
Operating Income (5,946)
Nonoperating Receipts
Other Nonoperating Receipts 2,396
Other Nonoperating (Disbursements) -
Change in Fund Cash Balance (3,549)
Beginning Fund Cash Balance 317,008
Ending Fund Cash Balance $ 313,459

FUND BALANCES

Included in fund balance are amounts the Village cannot spend, including the balance of unclaimed
monies, which cannot be spent for five years and the expendable corpus of the permanent funds.
Encumbrances are commitments related to unperformed contracts for goods or services. Encumbrance
accounting is utilized to the extent necessary to assure effective budgetary control and accountability
and to facilities effective cash planning and control. At year end, the balances of those amounts were
as follows:

Special Capital
Fund Balances General Revenue Projects Total
Nonspendable:
Corpus S - $ - $ - $ -
Outstanding Encum. - - - -
Total $ - $ - $ - $ -

36



14.

15.

VILLAGE OF LUCAS
RICHLAND COUNTY

NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2021

FUND BALANCES

The fund balance of special revenue funds is either restricted or committed. The fund balance of debt
service funds and capital projects funds are restricted, committed, or assigned. The fund balance of
permanent funds that is not part of the nonspendable corpus is either restricted or committed. These
restricted, committed and assigned amounts in the special revenue, debt service, capital projects and
permanent funds would include the outstanding encumbrances. In the general fund, outstanding
encumbrances are considered assigned.

COVID-19

The United States and the State of Ohio declared a state of emergency in March 2020 due to the
COVID-19 pandemic. Ohio’s state of emergency ended in June 2021, while the national state of
emergency continues. During 2021, the Village received COVID-19 funding. The financial impact of
COVID-19 and the ensuing emergency measures will impact subsequent periods of the Village. The
impact on the Village’s future operating costs, revenues, and any recovery from emergency funding,
either federal or state, cannot be estimated.

During 2021, the Village received $31,006 in American Rescue Plan funding.
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WILSON, PHILLIPS & AGIN, CPA’S, INC.
1100 BRANDYWINE BLVD. BUILDING G
ZANESVILLE, OHIO 43701

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
REQUIRED BY GOVERNMENT AUDITING STANDARDS.

Village of Lucas
Richland County
101 First Avenue
Lucas, Ohio 44843

To the Village Council:

We have audited, in accordance with auditing standards general accepted in the United States and the standards
applicable to financial audits contained in Government Auditing Standard issued by the Comptroller General of the
United States, the financial statements of the cash balances, receipts, and disbursements for each governmental fund
type and proprietary fund type and the fiduciary fund type combined total as of and for the years ended December
31,2022 and 2021, and the related notes to the financial statements of the Village of Lucas, Richland County (the
Village) and have issued our report thereon dated May 3, 2023, wherein we noted the Village followed financial
reporting provisions Ohio Revised Code Section 117.38 and Ohio Administrative Code Section 117-2-03(C) permit.
We also noted the financial impact of COVID-19 and the ensuing emergency measures may impact subsequent
periods of the Village.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Village of Lucas’s internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Village’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Village’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the Village’s financial statements
will not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses or significant deficiencies may exist that were
not identified.
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Independent Auditors' Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Required by Government Auditing Standards

Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Village of Lucas’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the financial statements. However,
providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed one instance of noncompliance or other matters that are
required to be reported under Government Auditing Standards and which are described in the accompanying Schedule of
Findings as item 2021-002.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of'that testing, and not to provide an opinion on the effectiveness of the Village’s internal control or on compliance. This
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
Village’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

Wilson, Phillips & Agin, CPA’s, Inc.

Zanesville, Ohio
May 3, 2023
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