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accordingly, we are unable to express, and do not express an opinion on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by the
Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor of State,
regulations and grant requirements. The Lancaster Port Authority is responsible for compliance with
these laws and regulations.

Nl

Keith Faber
Auditor of State
Columbus, Ohio

August 29, 2024

Efficient . Effective . Transparent



This page intentionally left blank.



Lancaster Port Authority
(A Component Unit of the City of Lancaster)

Fairfield County
Table of Contents
For the Year Ended December 31, 2023
Title Page
Independent AUdItOr’s REPOTT......cc.ieiuieiiiiieiieeiee ettt sttt ettt et e s e s sa e seeseenseennesaeesseenseenes 1
Management’s DiscusSion and ANALYSIS ........coereeuiiiiriinerineneeitetet ettt ettt st sttt et sae e 5

Basic Financial Statements:
Statement 0f NEt POSTHON .....ooueiiiiiiiiiiiiiie ettt ettt sb e e
Statement of Revenues, Expenses and Changes in Net POSItion..........cccccvevvieeciieiiieciiesiieciie e
Statement Of Cash FIOWS. ......ccuiiiiiiiriiiicicee ettt st
Notes to the Basic Financial Statements ...........coceoereriririeieniineneneeieneceit ettt
Required Supplementary Information:
Schedule of Port Authority’s Proportionate Share of the Net Pension Liability-Last Three Years .......
Schedule of Port Authority’s Pension Contributions-Last Four Years ........cccccccevvieeeieiiieecie e

Schedule of Port Authority‘s Proportionate Share of the Net Other Postemployment Benefits
(OPEB) Liability/(Asset)-Last TRIEE YEaIS.......ccuevieriierieeierierieriieteeteeteeaesteesieesseesseseesnesseesseeseenes

Schedule of Port Authority’s Other Post Employment Benefit (OPEB) Contributions-Last
FOUT YIS ..ottt s

Notes to the Required Supplementary Information............cceeevierieeniieniieeniiiesie e
Report on Internal Control Over Financial Reporting and on Compliance and Other Matters

Based on an Audit of Financial Statements Performed in Accordance With Government Auditing
SEANAAVAS ..ottt ettt ettt et e e e e et e s bt e b et e bt e et saeesaeenae e ae e



This page intentionally left blank.



Zﬂmi///Lu//ZSfang

CERTIFIED PUBLIC ACCOUNTANT

Independent Auditor’s Report

Board of Directors
Lancaster Port Authority
104 East Main Street
Lancaster, Ohio 43130

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the business-type activities of Lancaster Port Authority, (the
Port Authority), a component unit of the City of Lancaster, Ohio as of and for the year ended December 31,
2023, and the related notes to the financial statements, which collectively comprise the Port Authority’s
basic financial statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the financial position of the business-type activities of the Lancaster Port Authority, as of
December 31, 2023, and the respective changes in financial position and cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally 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 (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of the Port Authority,
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 opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and 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 the Port Authority’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.
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Independent Auditor’s Report
Page 2

Auditor’s Responsibilities 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
opinion. 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 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.

e 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 Port Authority’s internal control. Accordingly, no such opinion is expressed.

e cvaluate 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 Port Authority’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.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedules of the Port Authority’s proportionate share of the net pension/OPEB
liabilities/assets, and the schedules of the Port Authority’s contributions, be presented to supplement the
basic financial statements. Such information is the responsibility of management and, although not a part of
the basic financial statements, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with GAAS, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance
on the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 6, 2024 on
our consideration of the Port Authority’s internal control over financial reporting and on 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 our 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 Port Authority’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 Port
Authority’s internal control over financial reporting and compliance.

(e 1

Millhuft-Stang, CPA, Inc.
Chillicothe, Ohio

June 6, 2024
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LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2023 Unaudited

The discussion and analysis of the Lancaster Port Authority’s (the “Port Authority”) financial
performance provides an overall review of the Port Authority’s financial activities for the year ended
December 31, 2023. The intent of this discussion and analysis is to look at the Port Authority’s financial
performance as a whole; readers should also review the financial statements and notes to the basic
financial statements to enhance their understanding of the Port Authority’s financial performance.

FINANCIAL HIGHLIGHTS
Key financial highlights for 2023 are as follows:

e Assets increased from $282,313,838 to $380,514,939 due to the increase in the fair value of
the derivative instrument as the price of gas decreased, which was partially offset by the
consumption of the prepaid gas.

o Liabilities decreased due to paying principal on mortgage revenue bonds.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of two parts — management’s discussion and analysis and the basic financial
statements. These statements are organized so the reader can understand the financial position of the Port
Authority. Enterprise accounting uses a flow of economic resources measurement focus. With this
measurement focus, all assets, deferred outflows, liabilities and deferred inflows are included on the
statement of net position. The statement of net position represents the basic statement of position for the
Port Authority. The statement of revenues, expenses, and changes in net position presents increases (e.g.,
revenues) and decreases (e.g., expenses) in net total position. The statement of cash flows reflects how
the Port Authority finances and meets its cash flow needs. Finally, the notes to the basic financial
statements provide additional information that is essential to a full understanding of the data provided on
the basic financial statements.

This space intentionally left blank.



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Management’s Discussion and Analysis

For the Year Ended December 31, 2023 Unaudited

FINANCIAL ANALYSIS OF THE PORT AUTHORITY

The following tables represent the Port Authority’s condensed financial information for 2023 and 2022
derived from the statement of net position and the statement of revenues, expenses, and changes in net

position.

2023 2022

Current Assets $22,294,321 $23,432,805
Other Assets 358,203,484 258,844,075
Net OPEB Asset 0 18,323
Capital Assets, Net 17,134 18,635

Total Assets 380,514,939 282,313,838
Deferred Outflows of Resources 137,428 85,075
Current Liabilities 6,163,685 6,190,597
Net Pension Liability 246,659 54,726
Net OPEB Liability 4,905 0
Long-term Debt Outstanding 330,139,462 332,935,029

Total Liabilities 336,554,711 339,180,352
Deferred Inflows of Resources 177,311,773 66,067,604
Net Position:
Investment in Capital Assets 17,134 18,635
Unrestricted (133,231,251) (122,867,678)

Total Net Position ($133,214,117) _ ($122,849,043)

This space intentionally left blank.



LANCASTER PORT AUTHORITY

LANCASTER, OHIO
.|

Management’s Discussion and Analysis
For the Year Ended December 31, 2023 Unaudited

Changes in Net Position — The following table shows the changes in net position for 2023 compared to
2022:

2023 2022
Revenues
Gas Supply $4,042,258 $12,388,936
Other Operating Revenue 10,452 108,416
Total revenues 4,052,710 12,497,352
Expenses
Personal Services 197,091 198,518
Supplies and Materials - Cost of Gas Sold 1,243,935 9,510,490
Contractual Services 191,803 208,940
Depreciation 1,501 41,420
Total expenses 1,634,330 9,959,368
Operating Income 2,418,380 2,537,984
Nonoperating Revenues/(Expenses)
Intergovernmental Grant 30,000 0
Investment Earnings 309,245 72,763
Interest on Long-term Debt (13,252,783) (13,319,376)
Other Nonoperating Revenue 130,084 59,000
Gain on Sale of Capital Asset 0 42,132
Total Change in Net Position (10,365,074) (10,607,497)
Beginning Net Position (122,849,043) (112,241,546)
Ending Net Position ($133,214,117) ($122,849,043)

Net Position decreased by $10,365,074. This is the result of recognizing the consumption of the current
year’s portion of the prepaid gas contract.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

At the end of 2023, the Port Authority had $17,134 net of accumulated depreciation invested in capital
assets. The following table shows 2023 and 2022 balances:

Increase
2023 2022 (Decrease)
Land $10,176 $10,176 $0
Equipment 15,012 15,012 0
Less: Accumulated Depreciation (8,054) (6,553) (1,501)
Totals $17,134 $18,635 (%$1,501)

The decrease in Capital Assets is the result of depreciation on equipment. Additional information on the
Port Authority’s capital assets can be found in Note 4.



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2023 Unaudited

Debt

The following table summarizes the Port Authority’s debt outstanding as of December 31, 2023 and
2022:

2023 2022
Revenue Bonds Payable $330,139,462 $332,935,029
Totals $330,139,462 $332,935,029

Additional information on the Port Authority’s long-term debt can be found in Note 5.

ECONOMIC FACTORS

The Lancaster Port Authority’s (LPA) primary focus is job creation facilitated by land acquisitions,
industrial development, business retention and marketing. The LPA’s effort to drive affordable housing in
the city continues. A new developer has taken over the previously announced “House in the Middle”
project site within the opportunity zone. Construction should begin at the end of 2024 or early 2025. Ohio
has not been proactive in encouraging investment in the opportunity zones and the LPA intends to be a
leader to drive investment in these areas with the goal to improve neighborhoods that are not seeing active
new development and to provide affordable housing for those working but struggling due to rapidly
increasing rents that is a national and not just a local problem.

The LPA is currently wrapping up civil and architectural design work for a new 50,000 square foot
speculative industrial building within the Rock Mill Industrial Park. The LPA continues to analyze the
stability of the primary funding mechanism of the Port, rising interest rates and fluctuating construction
costs. Throughout 2023 we experienced strong interest by industrial users looking to come into the
market or expand their footprint however users are hesitant to commit to building the facility they need or
commit to a lease. The hope is that this speculative development will move the needle on decision making
but potential users.

The LPA is working to certify approximately 60 acres of land in the Rock Mill Industrial Park. The 60
acres are broken into two sites due to a creek bisecting the parcels. The northern portion is being
marketed as a 100-acre site with the addition of an adjacent site. The southern portion is 22 acres and is
being marketed separately. The LPA has engaged with the state for demolition dollars to demolish the
remaining home, garage and outbuildings on the northern portion of the site.



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Management’s Discussion and Analysis
For the Year Ended December 31, 2023 Unaudited

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, investors and creditors with a general overview
of the Port Authority’s finances and to show the Port Authority’s accountability for the money it receives.
If you have questions about this report or need additional financial information, contact Stephanie Bosco
Executive Director of the Lancaster Port Authority.



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Statement of Net Position
December 31, 2023

ASSETS
Current assets:
Cash and Cash Equivalents $8,764,440
Accounts Receivable 347,228
Prepaid Gas Supply - Current 13,182,653
Total Current Assets 22,294,321
Noncurrent Assets:
Prepaid Gas Supply - Long Term 170,880,419
Land Held for Resale 2,911,872
Fair Value of Derivative Instruments 177,310,155
Restricted Assets:
Cash and cash equivalents 7,101,038
Capital Assets
Capital Assets Not Being Depreciated 10,176
Capital Assets Being Depreciated, net 6,958
Total Capital Assets 17,134
Total Noncurrent Assets 358,220,618
Total Assets 380,514,939
DEFERRED OUTFLOWS OF RESOURCES
Pension 122,119
OPEB 15,309
Total Deferred Outflow of Resources 137,428
LIABILITIES
Current Liabilities:
Accounts Payable 1,594
Accrued Wages and Benefits 4,082
Intergovernmental Payable 1,866
Accrued Interest 6,149,447
Unearned Revenue 6,696
Bond Payable-current 1,460,000
Total Current Liabilities 7,623,685
Noncurrent Liabilities:
Bond Payable-long term 328,679,462
Net Pension Liability 246,659
Net OPEB Liability 4,905
Total Noncurrent Liabilities 328,931,026
Total Liabilities 336,554,711
DEFERRED INFLOWS OF RESOURCES
Deferred Inflow from Derivative Instruments 177,310,155
OPEB 1,618
Total Deferred Inflow of Resources 177,311,773
NET POSITION
Investment in Capital Assets 17,134
Unrestricted (133,231,251)
Total Net Position ($133,214,117)

See accompanying notes to the basic financial statements
-10 -



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended December 31, 2023

Operating Revenues:

Gas Supply $4,042,258
Other Operating Revenue 10,452
Total Operating Revenues 4,052,710
Operating Expenses:

Personal Services 197,091
Materials and Supplies - cost of gas sold 1,243,935
Contractual services 191,803
Depreciation 1,501
Total Operating Expenses 1,634,330
Operating Income 2,418,380

Nonoperating Revenues (Expenses):
Intergovernmental Grants 30,000
Investment Earnings 309,245
Interest on Long-term Debt (13,252,783)
Other Nonoperating Revenues 130,084
Total Nonoperating Revenues (Expenses) (12,783,454)
Change in Net Position (10,365,074)
Net Position at Beginning of Year (122,849,043)
Net Position at End of Year ($133,214,117)

See accompanying notes to the basic financial statements

-11 -



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Statement of Cash Flows
For the Year Ended December 31, 2023

Cash Flows from Operating Activities:

Cash Received from Customers $4,707,492
Cash Received from Swap Providers 12,619,809
Cash Payments for Personal Services (117,624)
Cash Payments for Goods and Services (190,209)
Other Miscellaneous Cash Receipts 140,164
Net Cash Provided by Operating Activities 17,159,632
Cash Flows from Noncapital Financing Activities:
Principal Payment on Revenue Bond Payable (1,355,000)
Acquisition of Land Held for Resale (1,147,292)
Grant Proceeds 30,000
Proceeds from Sale of Land Held for Resale 10,000
Interest Paid on Debt (14,721,750)

Net Cash Used by Noncapital Financing Activities

Cash Flows from Investing Activities:

(17,184,042)

Receipts of Interest Earnings 309,245
Net Cash Provided by Investing Activities 309,245
Net Increase in Cash and Cash Equivalents 284,835
Cash and Cash Equivalents at Beginning of Year 15,580,643
Cash and Cash Equivalents at End of Year $15,865,478
Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:
Operating Income $2,418,380
Adjustments to Reconcile Operating Income to
Net Cash Provided by Operating Activities:
Miscellaneous Nonoperating Revenue 130,084
Depreciation Expense 1,501
Changes in Assets and Liabilities:
Decrease in Accounts Receivable 665,234
Decrease in Prepaid Items 13,863,744
Decrease in Net OPEB Asset 18,323
Increase in Deferred Outflows-Pension (54,062)
Decrease in Deferred Outflows-OPEB 1,709
Increase in Accounts Payable 1,594
Increase in Accrued Wages and Benefits 194
Increase in Intergovernmental Payable 72
Decrease in Unearned Revenue (372)
Increase in Net Pension Liability 191,933
Increase in Net OPEB Liability 4,905
Decrease in Deferred Inflows-Pension (66,294)
Decrease in Deferred Inflows-OPEB (17,313)
Total Adjustments 14,741,252
Net Cash Provided by Operating Activities $17,159,632

See accompanying notes to the basic financial statements

-12 -



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Lancaster Port Authority (the "Port Authority") was created on December 12, 2005 under the
authority of Section 4582.21 et seq. of the Ohio Revised Code which provides that "a municipal
corporation, a county or any combination thereof acting jointly, may create a port authority which shall be
a body corporate and politic and have territorial limits coterminous with the territorial limits of the
political subdivision(s) creating such port authority."

The Port Authority operates under the direction of a five-member Board of Directors appointed by the
Mayor of the City of Lancaster (the “City”). The Directors must be qualified electors of, or have their
businesses or places of employment in the City. The Port Authority is considered a blended component
unit of the City for reporting purposes, in accordance with accounting principles general accepted in the
United States of America. The Port Authority was created for the purpose of enhancing, fostering,
providing or promoting transportation, economic development, housing, recreation, education,
government operations, and culture and research in the City.

The financial statements are presented as of December 31, 2023 and for the year then ended and have
been prepared in conformity with generally accepted accounting principles (GAAP) applicable to local
governments. The Governmental Accounting Standards Board (the "GASB") is the standard-setting body
for establishing governmental accounting and financial reporting principles, which are primarily set forth
in the GASB's Codification of Governmental Accounting and Financial Reporting Standards (GASB
Codification).

A. Reporting Entity

The accompanying basic financial statements comply with the provisions of accounting principles
general accepted in the United States of America in that the financial statements include all
organizations, activities, functions and component units for which the Port Authority (the primary
government) is financially accountable. The Port Authority is financially accountable for an
organization if it has (1) the ability to appoint a voting majority of another entity’s governing
body and to impose its will on that entity, (2) the potential for that entity to provide specific
financial benefits to or impose specific financial burdens on others, and (3) the entity’s fiscal
dependency on others.

Based on the foregoing, the Port Authority's financial reporting entity has no component units.

B. Basis of Presentation

The Port Authority operates as a self-supporting governmental enterprise and uses accounting
policies applicable to governmental enterprise funds. All transactions are accounted for in a
single enterprise fund.

-13-



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus

The enterprise fund is accounted for on a flow of economic resources measurement focus. All
assets, deferred outflows, liabilities, and deferred inflows associated with the operation of the Port
Authority are included on the statement of net position. The statement of revenues, expenses and
changes in net position presents increases (i.e., revenues) and decreases (i.e., expenses) in net
position. The statement of cash flows provides information about how the Port Authority
finances and meets the cash flow needs of its enterprise activity.

D. Basis of Accounting

The Port Authority uses the accrual basis of accounting. Revenues are recognized when earned
and expenses are recognized when incurred.

E. Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits and money market funds. The
Port Authority considers all highly liquid investments with original maturities of three months or
less at the time of purchase to be cash equivalents.

F. Prepaid Gas Supply

The Port Authority prepaid for deliveries of natural gas supplies with the proceeds from revenue
bonds. Prepaid gas supplies are stated at the present value of the remaining fixed delivery
amounts, as determined by the prepay contract.

G. Derivative Instruments

The Port Authority’s derivative financial instruments are accounted for in accordance with GASB
Statement No. 53, Accounting and Financial Reporting for Derivative Instruments. In connection
with this Statement, the fair value of the Port Authority’s derivative financial instruments is
recorded on the Statement of Net Position, with an offsetting deferred outflow or inflow.

Derivative instruments are utilized by the Port Authority to manage market risk and reduce its
exposure resulting from fluctuations in prices of natural gas in order to meet debt service
requirements. These instruments include commodity swap agreements which convert index-
priced natural gas revenues to fixed prices for servicing outstanding debt obligations.

-14 -



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

H. Capital Assets and Depreciation

Capital Assets are defined by the Port Authority as assets with an initial, individual cost of more
than $1,000.

Property, plant and equipment acquired is stated at cost (or estimated historical cost), including
architectural and engineering fees where applicable. Donated capital assets are recorded at
acquisition value at the date received.

Depreciation has been provided using the straight-line method over the following estimated

useful lives:
Description Estimated Lives (in years)
Equipment 10
I. Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from
those estimates.

J. Net Position
Net position represents the difference between assets and deferred outflows and liabilities and
deferred inflows. Investment in capital assets consists of capital assets, net of accumulated

depreciation.

K. Pensions/Other Postemployment Benefits (OPEB)

For purposes of measuring the net pension/OPEB asset/liability, deferred outflows of resources
and deferred inflows of resources related to pensions/OPEB, and pension/OPEB expense,
information about the fiduciary net position of the pension/OPEB plans and additions
to/deductions from their fiduciary net positon have been determined on the same basis as they are
reported by the pension/OPEB plan. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit
terms. The pension/OPEB plans report investments at fair value.

-15-



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Operating Revenues and Expenses

Enterprise funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues are those revenues that are generated directly from the primary activity of the
proprietary funds. For the Port Authority, these revenues are charges for services for sale of
natural gas. Operating expenses are necessary costs incurred to provide the good or service that
are the primary activity of the fund. All revenues and expenses not meeting this definition are
reported as nonoperating revenues and expenses.

M. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section
for deferred outflows of resources. This separate financial statement element, deferred outflows
of resources, represents a consumption of net position that applies to a future period(s) and so will
not be recognized as an outflow of resources (expense/ expenditure) until then. The deferred
outflows of resources related to the pension and OPEB plans is explained in Notes 8 and 9.

In addition to liabilities, the statement of financial position will sometimes report a separate
section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to a future period(s) and
so will not be recognized as an inflow of resources (revenue) until that time. For the Port
Authority, deferred inflows of resources include the cumulative increase in hedging derivatives,
pension and OPEB. The deferred inflows of resources related to the pension and OPEB plans is
explained in Notes 8 and 9.

N. Fair Value

The Port Authority categorizes its fair value measurements within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the valuation
inputs used to measure the fair value of the asset. Level 1 inputs are quoted prices in active
markets for identical assets. Level 2 inputs are significant other observable inputs; Level 3 inputs
are significant unobservable inputs.

O. Assets Held for Resale

Original land available for sale is stated at its appraised value, which approximates market value
at the time of donation. Subsequent land purchases and costs to prepare the land for sale are stated
at cost. As land is sold, an allocation of cost for those acres sold is charged to operations.

NOTE 2 - DEFICIT NET POSITION
The accumulated deficit at December 31, 2023 of $133,214,117 is the result of recording the prepaid gas

supply at the present value of the future shipments and the related bonds payable at outstanding par value.
At the end of the contract period, the net result will be zero.

-16 -



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023

NOTE 3 - CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash resources of the Port Authority are combined to form a pool of cash and investments. The Port
Authority has adopted an Investment Policy that follows Ohio Revised Code Chapter 135 and applies the
prudent person standard. The prudent person standard requires the Auditor and Treasurer to exercise the
care, skill and experience that a prudent person would use to manage his/her personal financial affairs and
to seek investments that will preserve principal while maximizing income. Statutes require the
classification of funds held by the Port Authority into three categories.

Category 1 consists of "active" funds - those funds required to be kept in "cash™ or "near cash" status for
immediate use by the Port Authority. Such funds must be maintained either as cash in the Treasury or in
depository accounts payable or withdrawable on demand, including negotiable order of withdrawal
(NOW) accounts.

Category 2 consists of "inactive™ funds - those funds not required for use within the current five year
period of designation of depositories. Inactive funds may be deposited or invested only as certificates of
deposit maturing no later than the end of the current period of designation of depositories.

Category 3 consists of "interim" funds - those funds which are not needed for immediate use, but which
will be needed before the end of the current period of designation of depositories. Interim funds may be
invested or deposited in the following securities:

e United States treasury notes, bills, bonds, or any other obligation or security issued by the
United States treasury or any other obligation guaranteed as to principal or interest by the
United States;

e Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the federal national
mortgage association, federal home loan bank, federal farm credit bank, federal home
loan mortgage corporation, government national mortgage association, and student loan
marketing association. All federal agency securities shall be direct issuances of federal
government agencies or instrumentalities;

o Written repurchase agreements in the securities listed above provided that the market
value of the securities subject to the repurchase agreement must exceed the principal
value of the agreement by at least two percent and be marked to market daily, and that the
term of the agreement must not exceed thirty days;

o Certain bankers’ acceptances (for a period not to exceed one hundred eighty days) and
commercial paper notes (for a period not to exceed two hundred seventy days) in an
amount not to exceed 40 percent of the interim monies available for investment at any
one time if training requirements have been met; and

¢ Bonds and other obligations of the State of Ohio, and, with certain limitations including a
requirement for maturity within ten years from the date of settlement, bonds, and other
obligations of political subdivisions of the State of Ohio, if training requirements have
been met;
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NOTE 3 - CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

e Time certificates of deposit or savings or deposit accounts including, but not limited to,
passbook accounts;

e No-load money market mutual funds consisting exclusively of obligations described in
the first two bullets of this section and repurchase agreements secured by such
obligations, provided that investments in securities described in this division are made
only through eligible institutions, and

e The State Treasury Asset Reserve of Ohio (STAR Ohio).

Deposits

Custodial credit risk is the risk that in the event of bank failure, the government’s deposits may not be
returned. Protection of Port Authority cash and deposits is provided by the federal deposit insurance
corporation as well as qualified securities pledged by the institution holding the assets. Ohio Law
requires that deposits be placed in eligible banks or savings and loan associations located in Ohio. Any
public depository in which the Port Authority places deposits must pledged collateral for the amount of
deposits not covered by the Federal Deposit Insurance Corporation (FDIC) by (1) maintaining eligible
securities pledged to the Port Authority which are deposited with a qualified trustee by the public
depository as security for the repayment whose market value at all times shall be 102 percent of the
deposits being secured, or (2) participation in the Ohio Pooled Collateral System (OPCS), a collateral
pool of eligible securities deposited with a qualified trustee and pledged to the Treasurer of the State of
Ohio to secure the repayment of all public monies deposited in the public depository. OPCS requires the
total market value of the securities pledged to be 102 percent of the deposits being secured or at a lower
rate if so established by the Treasurer of State.

At year end the carrying amount of the Port Authority's deposits was $15,865,478 and the bank balance
was $15,865,478. Federal depository insurance covered $500,000 of the bank balance, and $15,365,478
was uninsured. Of the remaining uninsured bank balance, the Port Authority was exposed to custodial
risk as follows:

Balance
Uninsured and collateralized with securities held by
the pledging institution's trust department not in the Port Authority's name $15,365,478
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NOTE 4 - CAPITAL ASSETS

Summary by category at December 31, 2023:

Historical Cost:

December 31, December 31,
Class 2022 Additions Deletions 2023
Capital assets not being depreciated:
Land $10,176 $0 $0 $10,176
Subtotal 10,176 0 0 10,176
Capital assets being depreciated:
Equipment 15,012 0 0 15,012
Subtotal 15,012 0 0 15,012
Total Cost $25,188 $0 $0 $25,188
Accumulated Depreciation:
December 31, December 31,
Class 2022 Additions Deletions 2023
Equipment ($6,553) ($1,501) $0 ($8,054)
Total Depreciation ($6,553) ($1,501) $0 ($8,054)

Net Value: $18,635 $17,134
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NOTE 5 - LONG-TERM DEBT

Long-term debt obligations of the Port Authority at December 31, 2023 were as follows:

Balance Balance Amount Due
December 31, December 31, Within
2022 Additions Deletions 2023 One Year
Long-Term Debt
5% Revenue Refunding Bond: 2019 $294,760,000 $0 ($1,355,000)  $293,405,000 $1,460,000
Premium 38,175,029 0 (1,440,567) 36,734,462 0
Total Long-Term Debt $332,935,029 $0 ($2,795,567)  $330,139,462 $1,460,000

In May, 2019, the Port Authority issued $300,065,000 of gas supply revenue refunding bonds in a current
refunding to redeem $259,320,000 of gas supply revenue refunding bonds issued in July, 2014 as well as
provide for the prepayment of the extension of the original prepaid gas agreement through the year 2049.
The 2019 gas supply revenue refunding bonds carry an interest rate of 5.00% and are scheduled to mature
on August 1, 2049, with the bonds maturing after February 1, 2025 being subject to a mandatory tender as
of that date.

The City of Lancaster will purchase the scheduled monthly gas at a specified index less a discount from

such index price for the entire term of May 2019 through June 2049. The revenue bonds are secured by a
pledge of the gas supply revenues derived from the related prepay transaction.

Mortgage Revenue Bonds

Years Principal Interest Total

2024 $1,460,000 $14,653,250 $16,113,250
2025 5,345,000 14,579,250 19,924,250
2026 9,385,000 14,213,875 23,598,875
2027 9,615,000 13,741,750 23,356,750
2028 9,900,000 13,258,000 23,158,000

2029-2033 52,330,000 58,594,875 110,924,875
2034-2038 55,680,000 45,223,500 100,903,500

2039-2043 63,015,000 30,494,625 93,509,625
2044-2048 71,345,000 13,826,125 85,171,125
2049 15,330,000 576,500 15,906,500

Totals $293,405,000  $219,161,750 $512,566,750
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NOTE 6 - GAS PURCHASE AND SALES AGREEMENTS

The Port Authority has entered into long-term gas purchase and supply contracts for which prepayments
have been made and an amount remaining of $184,063,072 is reflected in both current and noncurrent
asset categories at December 31, 2023. Long-term sales agreements also exist with the City to take
delivery of the natural gas over a period continuing through 2049. The sales price to the City for these
contracts is at specified index prices less a discount. Swap agreements are used to convert these variable
index prices to fixed prices sufficient to meet debt service requirements.

NOTE 7 - DERIVATIVE INSTRUMENTS

Composition of Derivative Instruments

The fair value balances and notional amounts of derivative instruments outstanding as of December 31,
2023, classified by type, are as follows:

Notional Fair Counterparty
Amount Value Credit Rating
Positive Cash Flow Hedge:
Pay-variable, receive fixed commodity swap 52,680,723 mmbtu  $ 177,310,155 A-

All fair values are classified as derivative instruments on the Statement of Net Position. The increase in
fair values of these derivatives instruments was $111,327,776 for 2023. As these commodity swaps are
considered hedging derivatives instruments, the change in fair value is reflected within deferred inflows
on the Statement of Net Position. The fair values of the commodity swaps are based on forward prices
from established indexes for the applicable region and discounted using established interest rate indexes.
The fair value of the derivatives is calculated based on current market rates (Level 2 inputs).
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NOTE 7 - DERIVATIVE INSTRUMENTS (Continued)

Obijective and Terms of Hedging Derivative Instruments

The following table displays the objective and terms of the Port Authority hedging derivative instruments
outstanding at December 31, 2023:

Type Objective Maturity Date ~ Terms
Pay-variable,  The Port Authority has entered into a fixed to 2049  The commodity swap extends to the
receive fixed  floating commodity swap in connection with date of the final maturity of the related
commodity the natural gas prepay transaction. The Natural Gas Supply Agreements. The
swap purpose of the Commodity Swap is to commodity swap requires monthly
correlate gas sales revenues the Port Authority payments based on a notional quantity
receives based on floating natural gas of natural gas that corresponds to the
indices to afixed stream of payments volume of natural gas sold pursuant to
necessary to make debt service payments the related Natural Gas Supply
on its Bonds. Agreements. Payments under the

commodity swap are based on
nationally published gas indices at the
gas delivery points.

Commodity Swap Risks

Termination Risk: The Commodity Swaps terminate in the event of a “triggering event” under the related
Prepaid Natural Gas Sales Agreements, in the event of the Port Authority or counterparty
nonperformance, and in connection with other specified events. Under the Commodity Swaps no
payment, in the amount of the fair value or otherwise, is to be made by the Swap Counterparty in
connection with an early termination of such swap. However, if the Commaodity Swaps are terminated as
a result of the Port Authority’s default or as a result of the termination of the Prepaid Natural Gas Sales
Agreements, the Port Authority would be obligated to pay a termination payment to the Swap
Counterparty based on the net present value of the remaining notional quantities of gas during the
remaining term multiplied by a fixed amount.

Credit Risk: The Commodity Swaps are tied to related gas prepay transactions and terminate in the event
such transactions terminate. Therefore, the only credit risk associated with the Commodity Swaps is for
margins lost on future commodity deliveries associated with a termination of the related gas prepay
transactions in the event of a counterparty’s inability to perform in accordance with the terms of the
related Commodity Swaps. Generally, the only amounts due upon termination of the Commodity Swap
would be previously accrued but unpaid amounts. If the Swap Counterparty is rated below "Al" by
Moody’s Investors Service, Inc., the Swap Counterparty is permitted to post collateral or post an
alternative security arrangement within twenty-five Local Business Days of such downgrade. The Swap
Counterparty must provide the Port Authority adequate assurances of Swap Counterparty’s ability to
continue performing under all Transactions, which adequate assurances must be satisfactory to the Port
Authority.
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NOTE 8 - DEFINED BENEFIT PENSION PLANS
Net Pension Liability

The net pension liability reported on the statement of net position represents a liability to employees for
pensions. Pensions are a component of exchange transactions-—between an employer and its employees—
of salaries and benefits for employee services. Pensions are provided to an employee—on a deferred-
payment basis—as part of the total compensation package offered by an employer for employee services
each financial period. The obligation to sacrifice resources for pensions is a present obligation because it
was created as a result of employment exchanges that already have occurred.

The net pension liability represents the Port Authority’s proportionate share of each pension plan’s
collective actuarial present value of projected benefit payments attributable to past periods of service, net
of each pension plan’s fiduciary net position. The net pension liability calculation is dependent on critical
long-term variables, including estimated average life expectancies, earnings on investments, cost of living
adjustments and others. While these estimates use the best information available, unknowable future
events require adjusting this estimate annually.

Ohio Revised Code limits the Port Authority’s obligation for this liability to annually required payments.
The Port Authority cannot control benefit terms or the manner in which pensions are financed; however,
the Port Authority does receive the benefit of employees’ services in exchange for compensation
including pension.

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from
employee services; and (2) State statute requires all funding to come from these employers. All
contributions to date have come solely from these employers (which also includes costs paid in the form
of withholdings from employees). State statute requires the pension plans to amortize unfunded liabilities
within 30 years. If the amortization period exceeds 30 years, each pension plan’s board must propose
corrective action to the State legislature. Any resulting legislative change to benefits or funding could
significantly affect the net pension liability. Resulting adjustments to the net pension liability would be
effective when the changes are legally enforceable.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability
on the accrual basis of accounting. Any liability for the contractually-required pension contribution
outstanding at the end of the year is included in intergovernmental payable on both the accrual and
modified accrual bases of accounting.

Plan Description — Ohio Public Employees Retirement System (OPERS)

Plan Description - Port Authority employees participate in the Ohio Public Employees Retirement System
(OPERS). OPERS administers three separate pension plans. The traditional pension plan is a cost-
sharing, multiple-employer defined benefit pension plan. The member-directed plan is a defined
contribution plan and the combined plan is a cost-sharing, multiple-employer defined benefit pension plan
with defined contribution features. Effective January 1, 2022, the Combined Plan is no longer available
for member selection. While members (e.g. Port Authority employees) may elect the member-directed
plan and the combined plan, substantially all employee members are in OPERS’ traditional plan;
therefore, the following disclosure focuses on the traditional pension plan.
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NOTE 8 — DEFINED BENEFIT PENSION PLANS (Continued)

OPERS provides retirement, disability, survivor and death benefits, and annual cost of living adjustments
to members of the traditional plan. Authority to establish and amend benefits is provided by Chapter 145
of the Ohio Revised Code. OPERS issues a stand-alone financial report that includes financial statements,
required supplementary information and detailed information about OPERS’ fiduciary net position that
may be obtained by visiting https://www.opers.org/financial/reports.shtml, by writing to the Ohio Public
Employees Retirement System, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling 800-
222-73717.

Senate Bill (SB) 343 was enacted into law with an effective date of January 7, 2013. In the legislation,
members were categorized into three groups with varying provisions of the law applicable to each group.
The following table provides age and service requirements for retirement and the retirement formula
applied to final average salary (FAS) for the three member groups under the traditional plan as per the
reduced benefits adopted by SB 343 (see OPERS Annual Comprehensive Financial Report referenced
above for additional information, including requirements for reduced and unreduced benefits):

Group A Group B Group C
Eligible to retire prior to 20 years of service credit prior to Members not in other Groups
January 7, 2013 or five years January 7, 2013 or eligible to retire and members hired on or after
after January 7, 2013 ten years after January 7, 2013 January 7, 2013
State and Local State and Local State and Local
Age and Service Requirements: Age and Service Requirements: Age and Service Requirements:
Age 60 with 60 months of service credit Age 60 with 60 months of service credit Age 57 with 25 years of service credit
or Age 55 with 25 years of service credit or Age 55 with 25 years of service credit or Age 62 with 5 years of service credit
Formula: Formula: Formula:
2.2% of FAS multiplied by years of 2.2% of FAS multiplied by years of 2.2% of FAS multiplied by years of
service for the first 30 years and 2.5% service for the first 30 years and 2.5% service for the first 35 years and 2.5%
for service years in excess of 30 for service years in excess of 30 for service years in excess of 35

Final average Salary (FAS) represents the average of the three highest years of earnings over a member’s
career for Groups A and B. Group C is based on the average of the five highest years of earnings over a
member’s career.

Members who retire before meeting the age and years of service credit requirement for unreduced
benefits receive a percentage reduction in the benefit amount. The initial amount of a member’s pension
benefit is vested upon receipt of the initial benefit payment for calculation of an annual cost-of-living
adjustment.
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NOTE 8 — DEFINED BENEFIT PENSION PLANS (Continued)

When a benefit recipient has received benefits for 12 months, an annual cost of living adjustment (COLA)
is provided. This COLA is calculated on the base retirement benefit at the date of retirement and is not
compounded. For those retiring prior to January 7, 2013, the COLA will continue to be a 3.00% simple
annual COLA. For those retiring subsequent to January 7, 2013, beginning in calendar year 2019, the
COLA will be based on the average percentage increase in the Consumer Price Index, capped at 3.00%.

Benefits in the Combined Plan consist of both an age-and-service formula benefit (defined benefit) and a
defined contribution element. The defined benefit element is calculated on the basis of age, FAS, and
years of service. Eligibility regarding age and years of service in the Combined Plan is the same as the
Traditional Pension Plan. The benefit formula for the defined benefit component of the plan for State
and Local members in transition Groups A and B applies a factor of 1.00% to the member’s FAS for the
first 30 years of service.

A factor of 1.25% is applied to years of service in excess of 30. The benefit formula for transition Group
C applies a factor of 1.0% to the member’s FAS and the first 35 years of service and a factor of 1.25% is
applied to years in excess of 35. Persons retiring before age 65 with less than 30 years of service credit
receive a percentage reduction in benefit. The defined contribution portion of the benefit is based on
accumulated member contributions plus or minus any investment gains or losses on those contributions.
Defined contribution plan benefits are established in the plan documents, which may be amended by the
OPERS’s Board of Trustees. Member-Directed Plan and Combined Plan members who have met the
retirement eligibility requirements may apply for retirement benefits. The amount available for defined
contribution benefits in the Combined Plan consists of the member’s contributions plus or minus the
investment gains or losses resulting from the member’s investment selections. Combined plan members
wishing to receive benefits must meet the requirements for both the defined benefit and defined
contribution plans. Member-directed participants must have attained the age of 55, have money on deposit
in the defined contribution plan and have terminated public service to apply for retirement benefits. The
amount available for defined contribution benefits in the Member-Directed Plan consists of the members’
contributions, vested employer contributions and investment gains or losses resulting from the members’
investment selections. Employer contributions and associated investment earnings vest over a five-year
period, at a rate of 20% each year. At retirement, members may select one of several distribution options
for payment of the vested balance in their individual OPERS accounts. Options include the annuitization
of the benefit (which includes joint and survivor options), partial lump-sum payments (subject to
limitations), a rollover of the vested account balance to another financial institution, receipt of entire
account balance, net of taxes withheld, or a combination of these options. When members choose to
annuitize their defined contribution benefit, the annuitized portion of the benefit is reclassified to a
defined benefit. For additional information, see the Plan Statement in the OPERS Annual Comprehensive
Financial Report.

Beginning in 2022, the Combined Plan will be consolidated under the Traditional Pension Plan (defined
benefit plan) and the Combined Plan option will no longer be available for new hires beginning in 2022.
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NOTE 8 — DEFINED BENEFIT PENSION PLANS (Continued)

Funding Policy - The Ohio Revised Code (ORC) provides statutory authority for member and employer
contributions as follows:

State
and Local
2023 Statutory Maximum Contribution Rates
Employer 14.0 %
Employee 10.0 %
2023 Actual Contribution Rates
Employer:

Pension 140 %
Post-employment Health Care Benefits 0.0
Total Employer 14.0 %
Employee 10.0 %

Employer contribution rates are actuarially determined and are expressed as a percentage of covered
payroll. The Port Authority’s contractually required contribution was $14,152 for 2023. Of this amount,
$1,089 is reported as an intergovernmental payable.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The net pension liability for OPERS was measured as of December 31, 2022, and the total pension
liability used to calculate the net pension liability was determined by an actuarial valuation as of that date.
OPF’s total pension liability was measured as of December 31, 2022, and was determined by rolling
forward the total pension liability as of January 1, 2022, to December 31, 2022. The Port Authority's
proportion of the net pension liability was based on the Port Authority's share of contributions to the
pension plan relative to the contributions of all participating entities. Following is information related to
the proportionate share and pension expense:

OPERS
Proportionate Share of the Net Pension Liability $246,659
Proportion of the Net Pension Liability-2023 0.000835%
Proportion of the Net Pension Liability-2022 0.000629%
Percentage Change 0.000206%
Pension Expense $85,729
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NOTE 8 — DEFINED BENEFIT PENSION PLANS (Continued)

At December 31, 2023, the Port Authority reported deferred outflows of resources and deferred inflows of
resources related to pensions from the following sources:

OPERS

Deferred Outflows of Resources
Changes in assumptions $2,605
Differences between expected and

actual experience 8,194
Net difference between projected and

actual earnings on pension plan investments 70,305
Change in proportionate share 26,863
Port Authority contributions subsequent to the

measurement date 14,152
Total Deferred Outflows of Resources $122,119
Deferred Inflows of Resources
Total Deferred Inflows of Resources $0

$14,152 reported as deferred outflows of resources related to pension resulting from Port Authority
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ending December 31, 2024. Other amounts reported as deferred outflows of resources
and deferred inflows of resources related to pension will be recognized in pension expense as follows:

OPERS
Year Ending December 31:
2024 $29,383
2025 23,449
2026 20,695
2027 34,440
Total $107,967

Actuarial Assumptions - OPERS

Actuarial valuations of an ongoing plan involve estimates of the values of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and cost trends. Actuarially determined amounts are
subject to continual review or modification as actual results are compared with past expectations and new
estimates are made about the future. Projections of benefits for financial reporting purposes are based on
the substantive plan (the plan as understood by the employers and plan members) and include the types of
benefits provided at the time of each valuation.

-27 -



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023
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The total pension liability in the December 31, 2022 and December 31, 2021 actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the measurement:

December 31, 2022

Wage Inflation 2.75 percent
Future Salary Increases, including inflation 2.75to 10.75 percent including wage inflation
COLA or Ad Hoc COLA (Pre 1/7/13 retirees) 3 percent simple
COLA or Ad Hoc COLA (Post 1/7/13 retirees) 3 percent simple through 2023. 2.05 percent simple, thereafter
Investment Rate of Return 6.9 percent
Actuarial Cost Method Individual Entry Age
December 31, 2021
Wage Inflation 2.75 percent
Future Salary Increases, including inflation 2.75to 10.75 percent including wage inflation
COLA or Ad Hoc COLA (Pre 1/7/13 retirees) 3 percent simple
COLA or Ad Hoc COLA (Post 1/7/13 retirees) 3 percent simple through 2022. 2.05 percent simple, thereafter
Investment Rate of Return 6.9 percent
Actuarial Cost Method Individual Entry Age

Pre-retirement mortality rates are based on 130% of the Pub-2010 General Employee Mortality tables
(males and females) for State and Local Government divisions and 170% of the Pub-2010 Safety
Employee Mortality tables (males and females) for the Public Safety and Law Enforcement divisions.
Post-retirement mortality rates are based on 115% of the PubG-2010 Retiree Mortality Tables (males and
females) for all divisions. Post-retirement mortality rates for disabled retirees are based on the PubNS-
2010 Disabled Retiree Mortality Tables (males and females) for all divisions. For all of the previously
described tables, the base year is 2010 and mortality rates for a particular calendar year are determined by
applying the MP-2020 mortality improvement scales (males and females) to all of these tables.

The most recent experience study was completed for the five year period ended December 31, 2020.

During 2022, OPERS managed investments in three investment portfolios: the Defined Benefit portfolio,
the Health Care portfolio, and the Defined Contribution portfolio. The Defined Benefit portfolio contains
the investment assets for the Traditional Pension Plan, the defined benefit component of the Combined Plan
and the annuitized accounts of the Member-Directed Plan. Within the Defined Benefit portfolio
contributions into the plans are all recorded at the same time, and benefit payments all occur on the first of
the month. Accordingly, the money-weighted rate of return is considered to be the same for all plans within
the portfolio. The annual money-weighted rate of return expressing investment performance, net of
investment expenses and adjusted for the changing amounts actually invested, for the Defined Benefit
portfolio was a loss of 12.1 percent for 2022.
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NOTE 8 — DEFINED BENEFIT PENSION PLANS (Continued)

The allocation of investment assets with the Defined Benefit portfolio is approved by the Board of
Trustees as outlined in the annual investment plan. Plan assets are managed on a total return basis with a
long-term objective of achieving and maintaining a fully funded status for the benefits provided through
the defined benefit pension plans. The long-term expected rate of return on defined benefit investment
assets was determined using a building-block method in which best-estimate ranges of expected future
real estate rates of return are developed for each major asset class. These ranges are combined to produce
the long-term expected real rate of return by weighting the expected future real rates of return by the
target asset allocation percentage, adjusted for inflation. Best estimates of geometric rates of return were
provided by the Board's investment consultant.

For each major class that is included in the Defined Benefit portfolio's target asset allocation as of
December 31, 2022, these best estimates are summarized below:
Long-Term Expected

Target Real Rate of Return
Asset Class Allocation (Arithmetic)
Fixed Income 22.00 % 262 %
Domestic Equities 22.00 4.60
Real Estate 13.00 3.27
Private Equity 15.00 7.53
International Equities 21.00 5.51
Risk Parity 2.00 4.37
Other Investments 5.00 3.27
Total 100.00 %

Discount Rate The discount rate used to measure the total pension liability was 6.9 percent. The discount
rate for the prior year was 6.9 percent. The projection of cash flows used to determine the discount rate
assumed that contributions from plan members and those of the contributing employers are made at the
statutorily required rates. Based on those assumptions, the pension plan’s fiduciary net position was projected
to be available to make all projected future benefits payments of current plan members. Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

Sensitivity of the Port Authority’s Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate The following table presents the Port Authority’s proportionate share of the net pension
liability calculated using the current period discount rate assumption of 6.9 percent, as well as what the
Port Authority’s proportionate share of the net pension liability would be if it were calculated using a
discount rate that is one-percentage-point lower (5.9 percent) or one-percentage-point higher (7.9 percent)
than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(6.50%) (7.50%) (8.50%)
Port Authority's proportionate share
of the net pension liability $369,488 $246,659 $144,488
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NOTE 9 - DEFINED BENEFIT OPEB PLANS

Net OPEB Liability (Asset)

The net OPEB liability (asset) reported on the statement of net position represents a liability to employees
for OPEB. OPEB is a component of exchange transactions-—between an employer and its employees—of
salaries and benefits for employee services. OPEB are provided to an employee—on a deferred-payment
basis—as part of the total compensation package offered by an employer for employee services each
financial period. The obligation to sacrifice resources for OPEB is a present obligation because it was
created as a result of employment exchanges that already have occurred.

The net OPEB liability (asset) represents the Port Authority’s proportionate share of each OPEB plan’s
collective actuarial present value of projected benefit payments attributable to past periods of service, net
of each OPEB plan’s fiduciary net position. The net OPEB liability (asset) calculation is dependent on
critical long-term variables, including estimated average life expectancies, earnings on investments, cost
of living adjustments and others. While these estimates use the best information available, unknowable
future events require adjusting these estimates annually.

Ohio Revised Code limits the Port Authority’s obligation for this liability to annually required payments.
The Port Authority cannot control benefit terms or the manner in which OPEB are financed; however, the
Port Authority does receive the benefit of employees’ services in exchange for compensation including
OPEB.

GASB 75 assumes the liability is solely the obligation of the employer, because they benefit from
employee services. OPEB contributions come from these employers and health care plan enrollees which
pay a portion of the health care costs in the form of a monthly premium. The Ohio revised Code permits,
but does not require the retirement systems to provide healthcare to eligible benefit recipients. Any
change to benefits or funding could significantly affect the net OPEB liability (asset). Resulting
adjustments to the net OPEB liability (asset) would be effective when the changes are legally enforceable.
The retirement systems may allocate a portion of the employer contributions to provide for these OPEB
benefits.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net OPEB liability
(asset) on the accrual basis of accounting. Any liability for the contractually-required OPEB contribution
outstanding at the end of the year is included in intergovernmental payable on both the accrual and
modified accrual bases of accounting.

Plan Description — Ohio Public Employees Retirement System (OPERS)

Plan Description - The Ohio Public Employees Retirement System (OPERS) administers three separate
pension plans: the traditional pension plan, a cost-sharing, multiple-employer defined benefit pension
plan; the member-directed plan, a defined contribution plan; and the combined plan, a cost-sharing,
multiple-employer defined benefit pension plan that has elements of both a defined benefit and defined
contribution plan.
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OPERS maintains a cost-sharing, multiple-employer defined benefit post-employment health care trust.
The 115 Health Care Trust (115 Trust or Health Care Trust) was established in 2014, under Section 115
of the Internal Revenue Code (IRC). The purpose of the 115 Trust is to fund health care for the
Traditional Pension, Combined and Member-Directed plans. Medicare-enrolled retirees in the Traditional
Pension and Combined plans may have an allowance deposited into a health reimbursement arrangement
(HRA) account to be used toward the health care program of their choice selected with the assistance of
an OPERS vendor. Non-Medicare retirees have converted to an arrangement similar to the Medicare-
enrolled retirees, and are no longer participating in OPERS provided self-insured group plans.

With one exception, OPERS-provided health care coverage is neither guaranteed nor statutorily required.
Ohio law currently requires Medicare Part A equivalent coverage or Medicare Part A premium
reimbursement for eligible retirees and their eligible dependents.

OPERS offers a health reimbursement arrangement (HRA) allowance to traditional pension plan and
combined plan benefit recipients meeting certain age and service credit requirements. The HRA is an
account funded by OPERS that provides tax free reimbursement for qualified medical expenses such as
monthly post-tax insurance premiums, deductibles, co-insurance, and co-pays incurred by eligible benefit
recipients and their dependents.

OPERS members enrolled in the Traditional Pension Plan or Combined Plan retiring with an effective
date of January 1, 2022, or after must meet the following health care eligibility requirements to receive an
HRA allowance:

Medicare Retirees Medicare-eligible with a minimum of 20 years of qualifying service credit

Non-Medicare Retirees Non-Medicare retirees qualify based on the following age-and-service
criteria:

Group A 30 years of qualifying service credit at any age;

Group B 32 years of qualifying service credit at any age or 31 years of qualifying
service credit and minimum age 52;

Group C 32 years of qualifying service credit and minimum age 55; or,
A retiree from groups A, B or C who qualifies for an unreduced pension, but a portion of
their service credit is not health care qualifying service, can still qualify for health care at

age 60 if they have at least 20 years of qualifying health care service credit.

Retirees who don’t meet the requirement for coverage as a non-Medicare participant can become eligible
for coverage at age 65 if they have at least 20 years of qualifying service.

Members with a retirement date prior to January 1, 2022, who were eligible to participate in the OPERS
health care program will continue to be eligible after January 1, 2022.
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Eligible retirees may receive a monthly HRA allowance for reimbursement of health care coverage
premiums and other qualified medical expenses. Monthly allowances, based on years of service and the
age at which the retiree first enrolled in OPERS coverage, are provided to eligible retirees, and are
deposited into their HRA account.

Retirees will have access to the OPERS Connector, which is a relationship with a vendor selected by
OPERS to assist retirees participating in the health care program. The OPERS Connector may assist
retirees in selecting and enrolling in the appropriate health care plan.

When members become Medicare-eligible, recipients enrolled in OPERS health care programs must
enroll in Medicare Part A (hospitalization) and Medicare Part B (medical).

OPERS reimburses retirees who are not eligible for premium-free Medicare Part A (hospitalization) for
their Part A premiums as well as any applicable surcharges (late-enrollment fees). Retirees within this
group must enroll in Medicare Part A and select medical coverage, and may select prescription coverage,
through the OPERS Connector. OPERS also will reimburse 50 percent of the Medicare Part A premium
and any applicable surcharges for eligible spouses. Proof of enrollment in Medicare Part A and
confirmation that the retiree is not receiving reimbursement or payment from another source must be
submitted. The premium reimbursement is added to the monthly pension benefit.

The heath care trust is also used to fund health care for member-directed plan participants, in the form of
a Retiree Medical Account (RMA). At retirement or separation, member directed plan participants may
be eligible for reimbursement of qualified medical expenses from their vested RMA balance.

The Ohio Revised Code permits, but does not require OPERS to provide health care to its eligible benefit
recipients. Authority to establish and amend health care coverage is provided to the Board in Chapter 145
of the Ohio Revised Code.

Disclosures for the health care plan are presented separately in the OPERS financial report. Interested
parties may obtain a copy by visiting https://www.opers.org/financial/reports.shtml, by writing to
OPERS, 277 East Town Street, Columbus, Ohio 43215-4642, or by calling (614) 222-5601 or 800-222-
7377.

Funding Policy - The Ohio Revised Code provides the statutory authority requiring public employers to
fund postemployment health care through their contributions to OPERS. When funding is approved by
OPERS’ Board of Trustees, a portion of each employer’s contribution to OPERS is set aside to fund
OPERS health care plans. Beginning in 2018, health care is not being funded.

Employer contribution rates are expressed as a percentage of the earnable salary of active members. In
2023, state and local employers contributed at a rate of 14.0 percent of earnable salary and public safety
and law enforcement employers contributed at 18.1 percent. These are the maximum employer
contribution rates permitted by the Ohio Revised Code. Active member contributions do not fund health
care.
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Each year, the OPERS Board determines the portion of the employer contribution rate that will be set
aside to fund health care plans. The portion of employer contributions allocated to health care for
members in the Traditional Pension Plan and Combined Plan was O percent during calendar year 2023.
The OPERS Board is also authorized to establish rules for the retiree or their surviving beneficiaries to
pay a portion of the health care provided. Payment amounts vary depending on the number of covered
dependents and the coverage selected. The employer contribution as a percentage of covered payroll
deposited into the RMA for participants in the Member-Directed Plan for 2023 was 4.0 percent.

Employer contribution rates are actuarially determined and are expressed as a percentage of covered
payroll. The Port Authority’s contractually required contribution was $0 for 2023.

The net OPEB liability (asset) and total OPEB liability for OPERS were determined by an actuarial
valuation as of December 31, 2021, rolled forward to the measurement date of December 31, 2022, by
incorporating the expected value of health care cost accruals, the actual health care payment, and interest
accruals during the year. OP&F’s total OPEB liability was measured as of December 31, 2022, and was
determined by rolling forward the total OPEB liability as of January 1, 2022, to December 31, 2022. The
Port Authority's proportion of the net OPEB liability (asset) was based on the Port Authority's share of
contributions to the retirement plan relative to the contributions of all participating entities. Following is
information related to the proportionate share and OPEB expense:

OPERS
Proportionate Share of the Net OPEB Liability (Asset) $4,905
Proportion of the Net OPEB Liability (Asset) -2023 0.000778%
Proportion of the Net OPEB Liability (Asset) -2022 0.000585%
Percentage Change 0.000193%
OPEB Expense $7,624

At December 31, 2023, the Port Authority reported deferred outflows of resources and deferred inflows of
resources related to OPEB from the following sources:

OPERS

Deferred Outflows of Resources
Changes in assumptions $4,792
Net difference between projected and

actual earnings on OPEB plan investments 9,742
Change in proportionate share 775
Total Deferred Outflows of Resources $15,309
Deferred Inflows of Resources
Changes in assumptions $394
Differences between expected and

actual experience 1,224
Total Deferred Inflows of Resources $1,618
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Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in OPEB expense as follows:

OPERS
Year Ending December 31:
2024 $2,383
2025 3,663
2026 3,036
2027 4,709
Total $13,691

Actuarial Assumptions - OPERS

Actuarial valuations of an ongoing plan involve estimates of the values of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and cost trends. Actuarially determined amounts are
subject to continual review or modification as actual results are compared with past expectations and new
estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan and include the
types of coverage provided at the time of each valuation and the historical pattern of sharing of costs
between OPERS and plan members. The total OPEB liability was determined by an actuarial valuation
as of December 31, 2021, rolled forward to the measurement date of December 31, 2022. The actuarial
valuation used the following actuarial assumptions applied to all prior periods included in the
measurement in accordance with the requirements of GASB 74:

Wage Inflation 2.75 percent
Projected Salary Increases, 2.75to 10.75 percent
including inflation including wage inflation
Single Discount Rate:

Current measurement date 5.22 percent

Prior measurement date 6.00 percent
Investment Rate of Return:

Current measurement date 6.00 percent

Prior measurement date 6.00 percent
Municipal Bond Rate:

Current measurement date 4.05 percent

Prior measurement date 1.84 percent
Health Care Cost Trend Rate:

Current measurement date 5.5 percent initial,

3.5 percent ultimate in 2036
Prior measurement date 5.5 percent initial,

3.5 percent ultimate in 2034
Actuarial Cost Method Individual Entry Age Normal
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Pre-retirement mortality rates are based on 130% of the Pub-2010 General Employee Mortality tables
(males and females) for State and Local Government divisions and 170% of the Pub-2010 Safety
Employee Mortality tables (males and females) for the Public Safety and Law Enforcement divisions.
Post-retirement mortality rates are based on 115% of the PubG-2010 Retiree Mortality Tables (males and
females) for all divisions. Post-retirement mortality rates for disabled retirees are based on the PubNS-
2010 Disabled Retiree Mortality Tables (males and females) for all divisions. For all of the previously
described tables, the base year is 2010 and mortality rates for a particular calendar year are determined by
applying the MP-2020 mortality improvement scales (males and females) to all of these tables.

The most recent experience study was completed for the five year period ended December 31, 2020.

During 2022, OPERS managed investments in three investment portfolios: the Defined Benefit portfolio, the Health
Care portfolio and the Defined Contribution portfolio. The Health Care portfolio includes the assets for health care
expenses for the Traditional Pension Plan, Combined Plan and Member-Directed Plan eligible members. Within the
Health Care portfolio, if any contributions are made into the plans, the contributions are assumed to be received
continuously throughout the year based on the actual payroll payable at the time contributions are made. Health care-
related payments are assumed to occur mid-year. Accordingly, the money-weighted rate of return is considered to be
the same for all plans within the portfolio. The annual money-weighted rate of return expressing investment
performance, net of investment expenses and adjusted for the changing amounts actually invested, for the Health Care
portfolio was a loss of 15.6 percent for 2022.

The allocation of investment assets with the Health Care portfolio is approved by the Board of Trustees as
outlined in the annual investment plan. Assets are managed on a total return basis with a long-term
objective of continuing to offer a sustainable health care program for current and future retirees. OPERS’
primary goal is to achieve and maintain a fully funded status for the benefits provided through the defined
pension plans. Health care is a discretionary benefit. The long-term expected rate of return on health care
investment assets was determined using a building-block method in which best-estimate ranges of expected
future rates of return are developed for each major asset class. These ranges are combined to produce the long-
term expected rate of return by weighting the expected future rates of return by the target asset allocation
percentage, adjusted for inflation. Best estimates of arithmetic rates of return were provided by OPERS
investment consultant. For each major asset class that is included in the Health Care’s portfolio’s target
asset allocation as of December 31, 2022, these best estimates are summarized in the following table:

Weighted Average
Long-Term Expected

Target Real Rate of Return
Asset Class Allocation (Arithmetic)
Fixed Income 34.00 % 256 %
Domestic Equities 26.00 4.60
Real Estate Investment Trust 7.00 4.70
International Equities 25.00 551
Risk Parity 2.00 4.37
Other investments 6.00 184
Total 100.00 %

-35-



LANCASTER PORT AUTHORITY
LANCASTER, OHIO

Notes to the Basic Financial Statements
For the Year Ended December 31, 2023

NOTE 9 - DEFINED BENEFIT OPEB PLANS (Continued)

Discount Rate A single discount rate of 5.22 percent was used to measure the OPEB liability on the
measurement date of December 31, 2022. A single discount rate of 6.00 percent was used to measure
the OPEB liability on the measurement date of December 31, 2021. Projected benefit payments are
required to be discounted to their actuarial present value using a single discount rate that reflects (1) a
long-term expected rate of return on OPEB plan investments (to the extent that the health care fiduciary
net position is projected to be sufficient to pay benefits), and (2) tax-exempt municipal bond rate based
on an index of 20-year general obligation bonds with an average AA credit rating as of the
measurement date (to the extent that the contributions for use with the long-term expected rate are not
met). This single discount rate was based on an expected rate of return on the health care investment
portfolio of 6.00 percent and a municipal bond rate of 4.05 percent (Fidelity Index’s “20-Year
Municipal GO AA Index”).

The projection of cash flows used to determine this single discount rate assumed that employer
contributions will be made at rates equal to the actuarially determined contribution rate. Based on these
assumptions, the health care fiduciary net position and future contributions were sufficient to finance
health care costs through 2054. As a result, the long-term expected rate of return on health care
investments was applied to projected costs through the year 2054, the duration of the projection period
through which projected health care payments are fully funded.

Sensitivity of the Port Authority’s Proportionate Share of the Net OPEB Liability (Asset) to Changes in
the Discount Rate The following table presents the Port Authority’s proportionate share of the net OPEB
liability (asset) calculated using the single discount rate of 5.22 percent, as well as what the Port
Authority’s proportionate share of the net OPEB liability (asset) would be if it were calculated using a
discount rate that is one-percentage-point lower (4.22 percent) or one-percentage-point higher (6.22
percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(4.22%) (5.22%) (6.22%)
Port Authority's proportionate share
of the net OPEB liability (asset) $16,696 $4,905 ($4,824)
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Sensitivity of the Port Authority’s Proportionate Share of the Net OPEB Liability (Asset) to Changes in
the Health Care Cost Trend Rate Changes in the health care cost trend rate may also have a significant
impact on the net OPEB liability (asset). The following table presents the net OPEB liability (asset)
calculated using the assumed trend rates and the expected net OPEB liability (asset) if it were calculated
using a health care cost trend rate that is 1.0 percent lower or 1.0 percent higher than the current rate.

Retiree health care valuations use a health care cost-trend assumption that changes over several years
built into the assumption. The near-term rates reflect increases in the current cost of health care; the trend
starting in 2023 is 5.50 percent. If this trend continues for future years, the projection indicates that years
from now virtually all expenditures will be for health care. A more reasonable alternative is that in the
not-too-distant future, the health plan cost trend will decrease to a level at, or near, wage inflation. On this
basis, the actuaries project premium rate increases will continue to exceed wage inflation for
approximately the next decade, but by less each year, until leveling off at an ultimate rate, assumed to be
3.50 percent in the most recent valuation.
Current Health Care
Cost Trend Rate
1% Decrease Assumption 1% Increase

Port Authority's proportionate share
of the net OPEB liability (asset) $4,598 $4,905 $5,252

NOTE 10 - RISK MANAGEMENT

The Port Authority is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions, injuries to agents and others; and natural disasters. The Port Authority
carries commercial insurance, subject to certain limits and deductibles, to reduce the financial impact for
claims arising from such matters. Claims have not exceeded this commercial coverage in any of the three
preceding years.

NOTE 11 - RELATED PARTY TRANSACTIONS
All of the Port Authority’s natural gas sales have been to the City of Lancaster (the “City”). At December

31, 2023, accounts receivable due from the City was $347,228. For 2023, the Port Authority reported gas
sales to the City in the amount of $4,042,258.
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NOTE 12 - SIGNIFICANT ESTIMATES AND CONCENTRATIONS

Generally accepted accounting principles require disclosure of certain significant estimates and current
vulnerabilities due to certain concentrations. Those matters include the following:

Major Suppliers

The Port Authority purchased all of its natural gas supply from the Royal Bank of Canada. There are a
limited number of national gas suppliers with which the Port Authority could contract under prepay gas
transactions and any disruption of deliveries under the supply contracts could have an impact on the Port
Authority’s operations.

Current Economic Conditions

The Port Authority survived the past few years of economic decline with relatively minor implications of
both industrial demand for natural gas and the overall economy and revenue. The City of Lancaster’s
growth of all economic sectors of residential, commercial, and industrial activities has resumed to pre-
recession levels and is expected to grow its population at historic level of approximately one percent per
year.

The Port Authority continually monitors the demand for natural gas against the provisions of the pre-pay
transaction to assess the long-term feasibility of continuing the program as it is currently structured. The
Port Authority continues to make all financial decisions and commitments with available cash and will
not borrow funds against this transaction. The Port Authority is exploring other types of projects as it
moves forward to maintain its overall goal of improving the economic development within the City of
Lancaster.

NOTE 13 - CHANGE IN ACCOUNTING PRINCIPLE
For 2023 the Port Authority implemented Governmental Accounting Standards Board (GASB) Statement
No. 94, “Public-Private and Public-Public Partnerships and Availability Payment Arrangements,” and

Statement No. 96, “Subscription-Based Information Technology Arrangements.”

GASB Statement No. 94 clarifies accounting and financial reporting requirements for public-private and
public-public partnership arrangements and availability payment arrangements.

GASB Statement No. 96 provides guidance on accounting and financial reporting for subscription-based
information technology arrangements for government end users.

The implementation of these Statements had no effect on beginning net position.
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Ohio Public Employees Retirement System

Year 2021 2022 2023
Port Authority's proportion of the net pension

liability (asset) 0.000485% 0.000629% 0.000835%
Port Authority's proportionate share of the net

pension liability (asset) $71,818 $54,726 $246,659
Port Authority's covered payroll $68,286 $91,300 $129,429

Port Authority's proportionate share of the net
pension liability (asset) as a percentage
of its covered payroll 105.17% 59.94% 190.58%

Plan fiduciary net position as a
percentage of the total pension
liability 86.88% 92.62% 75.74%

Source: Lancaster Port Authority and the Ohio Public Employees Retirement System

Notes: The Port Authority's first year of retirement contributions was 2020.
The schedule is intended to show ten years of information. Additional years
will be displayed as they become available.
The schedule is reported as of the measurement date of the Net Pension Liability,
which is the prior year end.
See notes to the required supplementary information
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Ohio Public Employees Retirement System

Year 2020 2021 2022 2023
Contractually required contribution $9,560 $12,782 $18,120 $14,152
Contributions in relation to the

contractually required contribution 9,560 12,782 18,120 14,152
Contribution deficiency (excess) $0 $0 $0 $0
Port Authority's covered payroll $68,286 $91,300 $129,429 $101,086
Contributions as a percentage of 14.00% 14.00% 14.00% 14.00%

covered payroll
Source: Lancaster Port Authority and the Ohio Public Employees Retirement System
Notes: The Port Authority's first year of retirement contributions was 2020.

The schedule is intended to show ten years of information. Additional years
will be displayed as they become available.
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(OPEB) Liability (Asset)
Last Three Years

Ohio Public Employees Retirement System

Year 2021 2022 2023
Port Authority's proportion of the net OPEB

liability (asset) 0.000451% 0.000585% 0.000778%
Port Authority's proportionate share of the net

OPERB liability (asset) ($8,035) ($18,323) $4,905
Port Authority's covered payroll $68,286 $91,300 $129,429

Port Authority's proportionate share of the net
OPERB liability (asset) as a percentage
of its covered payroll (11.77%) (20.07%) 3.79%

Plan fiduciary net position as a
percentage of the total OPEB
liability 115.57% 128.23% 94.79%

Source: Port Authority Auditor's Office and the Ohio Public Employees Retirement System

Notes: The Port Authority's first year of retirement contributions was 2020.
The schedule is intended to show ten years of information. Additional years
will be displayed as they become available.
The schedule is reported as of the measurement date of the Net OPEB Liability,
which is the prior year end.
See notes to the required supplementary information
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Ohio Public Employees Retirement System

Year 2020 2021 2022 2023
Contractually required contribution $0 $0 $0 $0
Contributions in relation to the

contractually required contribution 0 0 0 0
Contribution deficiency (excess) $0 $0 $0 $0
Port Authority's covered payroll $68,286 $91,300 $129,429 $101,086
Contributions as a percentage of 0.00% 0.00% 0.00% 0.00%

covered payroll

Source: Port Authority Auditor's Office and the Ohio Public Employees Retirement System
Notes: The Port Authority's first year of retirement contributions was 2020.

The schedule is intended to show ten years of information. Additional years
will be displayed as they become available.
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OHIO PUBLIC EMPLOYEES RETIREMENT SYSTEM (OPERS)

NET PENSION LIABILITY

Changes in benefit terms: There were no changes in benefit terms for the period 2020-2023.
Changes in assumptions:

2020: The following were the most significant changes of assumptions that affected the total pension
liability since the prior measurement date:
- Change in COLA from 3.00% to 1.4% for post 1/7/13 retirees.

2021: The following were the most significant changes of assumptions that affected the total pension
liability since the prior measurement date:
- Change in COLA from 1.4% to 0.5% for post 1/7/13 retirees.

2022: The following were the most significant changes of assumptions that affected the total pension
liability since the prior measurement date:

- Change in COLA from 0.5% to 3.00% for post 1/7/13 retirees.

- Reduction in actuarial assumed rate of return from 7.20% to 6.90%.

- Pre-retirement mortality rates are based on Pub-2010 General Employee/Safety Employee mortality
tables.

- Post-retirement mortality rates are based on PubG-2010 Retiree mortality tables.

- Post-retirement mortality rates for disabled retirees are based on PubNS-2010 Disabled Retiree
mortality tables for all divisions.

2023: There were no changes in methods and assumptions used in the calculation of actuarial determined
contributions.
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NET OPEB LIABILITY (ASSET)

Changes in benefit terms: There were no changes in benefit terms for the periods 2020-2023.

Changes in assumptions:

2020: The following were the most significant changes of assumptions that affected the total OPEB
liability since the prior measurement date:

- The single discount rate changed from 3.96% to 3.16%.
- Change in health care cost trend rate from 10.0% to 10.5%
- The Municipal Bond Rate changed from 3.71% to 2.75%

2021: The following were the most significant changes of assumptions that affected the total OPEB
liability since the prior measurement date:

- The single discount rate changed from 3.16% to 6.00%.
- Change in health care cost trend rate from 10.5% to 8.5%
- The Municipal Bond Rate changed from 2.75% to 2.00%

2022: The following were the most significant changes of assumptions that affected the total OPEB
liability since the prior measurement date:

- Change in health care cost trend rate from 8.5% to 5.5%
- The Municipal Bond Rate changed from 2.00% to 1.84%

- Pre-retirement mortality rates are based on Pub-2010 General Employee/Safety Employee mortality
tables.

- Post-retirement mortality rates are based on PubG-2010 Retiree mortality tables.

- Post-retirement mortality rates for disabled retirees are based on PubNS-2010 Disabled Retiree
mortality tables for all divisions.

2023: The following were the most significant changes of assumptions that affected the total OPEB
liability since the prior measurement date:

- The Municipal Bond Rate changed from 1.84% to 4.05%
- The single discount rate changed from 6.00% to 5.22%.
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CERTIFIED PUBLIC ACCOUNTANT

Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance With Government Auditing Standards

Independent Auditor’s Report

Board of Directors
Lancaster Port Authority
104 East Main Street
Lancaster, Ohio 43130

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States (Government Auditing Standards), the financial
statements of the business-type activities of Lancaster Port Authority, (the Port Authority), a component
unit of the City of Lancaster, Ohio as of and for the year ended December 31, 2023, and the related notes to
the financial statements, which collectively comprise the Port Authority’s basic financial statements, and
have issued our report thereon dated June 6, 2024.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Port Authority’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 Port Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Port Authority’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 entity’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.

Millhuff-Stang, CPA, Inc.

8841 Ohio River Road / Wheelersburg, Ohio 45694 / Phone: 740.876.8548 m_—

45 West Second Street, Suite D / Chillicothe, Ohio 45601 / Phone: 740.851.4978 £ |
Fax: 888.876.8549

natalie@millhuffstangcpa.com / roush@millhuffstangcpa.com
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Port Authority’s financial statements are free
from 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 no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

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 entity’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 entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

3.

Millhuff-Stang, CPA, Inc.
Chillicothe, Ohio

June 6, 2024
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