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Independent Auditor’s Report

Village Council

Village of Lynchburg
P.O. Box 402
Lynchburg, Ohio 45142

We have audited the accompanying financial statements of the Village of Lynchburg, Highland County, Ohio, (the Village)
asof and for the years ended December 31, 2001, and December 31, 2000, aslisted in the table of contents. Thesefinancial
statements are the responsibility of the Village's management. Our responsibility isto express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with 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 of America. Those standards require that we plan and perform the audits to obtain reasonabl e assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosuresin the financial statements. An audit al so includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

Asdiscussed in Note 1, the Village preparesits financial statements on the basis of accounting prescribed or permitted by
the Auditor of State, which is a comprehensive basis of accounting other than accounting principles generally accepted in
the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the combined fund cash
balances and reservesfor encumbrances of the Village of Lynchburg, Highland County, Ohio, as of December 31, 2001, and
December 31, 2000, and its combined cash receipts and disbursements for the years then ended on the basis of accounting
described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated February 28, 2002 on our
consideration of the Village' sinternal control over financial reporting and our tests of its compliance with certain provisions
of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit.

This report is intended solely for the information and use of the officials authorized to receive this report under Section
117.26, Ohio Revised Code, and is not intended to be and should not be used by anyone other than these specified parties.

Balestra & Company

Balestra & Company
February 28, 2002



VILLAGE OF LYNCHBURG

HIGHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN FUND
CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2001

Cash receipts:
Local taxes
Intergovernmental
Interest
Charges for services
Fines, licenses, and permits
Miscellaneous

Total cash receipts

Cash disbursements:

Current:
Security of persons and property
Leisure time activities
Basic utility services
Transportation
General government

Capital outlay

Total program disbursements
Total receipts over/(under) program disbursements
Other financing recel pts/(disbursements):
Transfers-in
Transfers-out
Other sources
Total other financing receipts/(disbursements)
Excess of cash receipts and other
financing receipts over/(under) cash
disbursements and other financing
disbursements
Fund cash balances January 1, 2001
Fund cash balances, December 31, 2001

Reserve for encumbrances, December 31, 2001

The notesto the financial statements are an integral part of this statement.

(Memorandum
Only)
Specia
Generd Revenue Tota
$115,816 $34,921 150,737
2,397 55,540 57,937
1,345 801 2,146
20,000 1,324 21,324
500 0 500
47,660 7,487 55,147
187,718 100,073 287,791
9,028 93,864 102,892
0 5,433 5,433
29,700 0 29,700
0 36,040 36,040
65,290 585 65,875
28,852 10,009 38,861
132,870 145,931 278,801
54,848 (45,858) 8,990
0 53,200 53,200
(53,200) 0 (53,200)
1,150 0 1,150
(52,050) 53,200 1,150
2,798 7,342 10,140
16,623 43,351 59,974
$19,421 $50,693 $70,114
$0 $308 $308




VILLAGE OF LYNCHBURG
HIGHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSENTS AND CHANGES
IN FUND CASH BALANCES - PROPRIETARY FUND TY PE
FOR THE YEAR ENDED DECEMBER 31, 2001

Enterprise

Operating cash receipts:

Charges for services $541,801

Miscellaneous 2,063
Total operating cash receipts 543,864
Operating cash disbursements:

Personal services 104,372

Employee Fringe Benefits 22,414

Contractual services 120,245

Supplies and materials 144,533

Capital outlay 34,724

Debt service 182,739

Miscellaneous 8,830
Total operating cash disbursements 617,857
Operating income (73,993)
Fund cash balances, January 1, 2001 138,418
Fund cash balances, December 31, 2001 $64,425
Reserve for encumbrances, December 31, 2001 $927

The notes to the financial statements are an integral part of this statement.



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSEMENTS, AND CHANGES IN FUND

CASH BALANCES - ALL GOVERNMENTAL FUND TYPES
FOR THE YEAR ENDED DECEMBER 31, 2000

Cash receipts:
Local taxes
Intergovernmental
Interest
Charges for services
Fines, licenses, and permits
Miscellaneous

Total cash receipts

Cash disbursements:

Current:
Security of persons and property
Leisuretime activities
Basic utility services
Transportation
General government

Debt Service:
Other debt service

Capital outlay

Total program disbursements
Total receipts over/(under) program disbursements
Other financing recel pts/(disbursements):
Transfers-in
Transfers-out
Other sources
Other uses
Total other financing recei pts/(disbursements)
Excess of cash receipts and other
financing receipts over/(under) cash
disbursements and other financing
disbursements
Fund cash balances January 1, 2000
Fund cash balances, December 31, 2000

Reserve for encumbrances, December 31, 2000

The notesto the financia statements are an integral part of this statement.

Special Debt

General Revenue Service
$112,316 $55,603 $0
3,815 76,380 0
3,563 639 0
25,000 1,887 0
615 0 0
10,528 6,737 0
155,837 141,246 0
20,005 114,112 0
0 10,007 0
26,650 0 0
0 25,566 0
68,391 1,208 0
0 0 16,025
27,048 15,334 0
142,094 166,227 16,025
13,743 (24,981) (16,025)
0 20,000 16,025
(26,000) (10,025) 0
8,154 0 0
(215) (493) 0
(18,061) 9,482 16,025
(4,318) (15,499) 0
20,941 58,850 0
$16,623 $43,351 $0
$0 $999 $0

(Memorandum

Only)

Total

$167,919
80,195
4,202
26,887
615
17,265

297,083

134,117
10,007
26,650
25,566
69,599

16,025
42,382

324,346

(27,263)

36,025
(36,025)
8,154
708

7,446

(19,817)
79,791
$59,974

$999



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY

COMBINED STATEMENT OF CASH RECEIPTS, CASH DISBURSENTS AND CHANGES
IN FUND CASH BALANCES - PROPRIETARY FUND TY PE
FOR THE YEAR ENDED DECEMBER 31, 2000

Enterprise

Operating cash receipts:

Chargesfor services $576,736

Miscellaneous 1,018
Total operating cash receipts 577,754
Operating cash disbursements:

Personal services 94,456

Employee Fringe Benefits 15,629

Contractual services 112,581

Supplies and materials 83,267

Capital outlay 31,207

Debt service 176,739

Miscellaneous 9,388
Total operating cash disbursements 523,267
Operating income 54,487
Fund cash balances, January 1, 2000 83,931
Fund cash balances, December 31, 2000 $138,418
Reserve for encumbrances, December 31, 2000 $927

The notesto the financial statements are an integral part of this statement.



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Summary of Significant Accounting Policies

A.

Description of the Entity

TheVillage of Lynchburg, Highland County, (the Village) isabody corporate and politic established
to exercise the rights and privileges conveyed to it by the constitution and laws of the State of Ohio.
The Village is directed by a publicly-elected six-member Council. The Village provides general
governmental services, including water and sewer utilities, park operations (leisure time activities),
and police services. The Highland County Sheriff’s department provides security of persons and
property as needed by the Village.

The Village is associated with one jointly governed organization, the Lynchburg Area Joint Fire and
Ambulance District. This organization is presented in Note 6 to the financial statements.

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

Basis of Accounting

These financial statements follow the basis of accounting prescribed or permitted by the Auditor of
State, which is similar to the cash receipts and disbursements basis of accounting. Receipts are
recognized when received in cash rather than when earned, and disbursements are recognized when
apayment is made rather than when aliability isincurred. Budgetary presentations report budgetary
expenditures when a commitment is made (i.e. when an encumbrance is approved).

These statements include adequate disclosure of material matters, as prescribed or permitted by the
Auditor of State.

Fund Accounting
The Village uses fund accounting to segregate cash and investmentsthat are restricted astouse. The

Village classifiesits funds into the following types:

General Fund
The General Fund isthe general operating fund. Itisused to account for all financial resources except
those required by law or contract to be restricted.

Special Revenue Funds

These funds are used to account for proceeds from specific sources (other than from trusts or for
capital projects) that arerestricted to expenditure for specific purposes. The Village had thefollowing
significant Special Revenue Funds:

Street Construction, Maintenance and Repair Fund- Thisfund receivesgasolinetax and motor vehicle
tax money for constructing, maintaining and repairing Village streets.

Police Fund- This fund receives tax levy monies for police salaries and police protection services.



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Summary of Significant Accounting Palicies (Continued)

C.

Fund Accounting (Continued)

Debt Service Funds
The debt service fund is used to accumulate resources for the payment of bonds indebtedness.

Enterprise funds
Thesefundsaccount for operationsthat are similar to private business enterpriseswhere management

intendsthat the significant costs of providing certain goods or serviceswill be recovered through user
charges. The Village had the following significant enterprise funds:
Water Fund- Receives charges for services from residents to cover the cost of providing this utility.

Sewer Fund- Receives charges for services from residents to cover the cost of providing this utility.

Budgetary Process
The Ohio Revised Code requires that each fund (except certain agency funds) be budgeted annually.

Appropriations

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

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

Encumbrances
TheOhio Revised CoderequirestheVillageto reserve (encumber) appropriationswhen commitments
are made. Encumbrances outstanding at year end are carried over and need not be re-appropriated.

A summary of 2001 and 2000 budgetary activity appearsin Note 3.



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Summary of Significant Accounting Palicies (Continued)

E. Property, Plant and Equipment
Acquisitionsof property, plant and equipment are recorded as disbursementswhen paid. Theseitems
are not reflected as assets on the accompanying financia statements.

F. Unpaid Vacation and Sick Leave
Employees are entitled to cash payments for unused vacation and sick leavein certain circumstances,
such asupon leaving employment. Unpaid vacationand sick leaveare not reflected asliabilitiesunder
the basis of accounting prescribed or permitted by the Auditor of State, which is similar to the cash
receipts and disbursements basis of accounting.

Equity in Pooled Cash and Investments

The Village maintains a cash and investments pool used by all funds. The Ohio Revised Code prescribes
allowable deposits and investments. The carrying amount of cash and investments at December 31, 2001 and
2000 was as follows:

2001 2000
Demand deposits $134,539 $198,392
Deposits:

Deposits are either (1) insured by the Federal Depository Insurance Corporation, or (3) collateralized by the
financial institution’s public entity deposit pool.



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Budgetary Activity
Budgetary activity for the years ending December 31, 2001 and 2000 was as follows:

2001 Budgeted VS. Actual Receipts

Variance
Favorable/
Fund Type Budgeted Receipts Actual Receipts (Unfavorable)
General $192,215 $188,868 ($3,347)
Special Revenue 212,373 153,273 (59,100)
Enterprise 682,532 543,864 (138,668)
Total $1,087,120 $886,005 ($201,115)
2001 Budgeted VS. Actual Budgetary Basis Expenditures
Variance
Appropriation Budgetary Favorable/
Fund Type Authority Expenditures (Unfavorable)
General $176,230 $186,070 (%$9,840)
Specia Revenue 199,842 146,239 53,603
Enterprise 682,532 618,784 63,748
Total $1,058,604 $951,093 $107,511



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

3. Budgetary Activity (Continued)

Fund Type

General
Specia Revenue
Debt Service

Enterprise

Fund Type

Generad
Special Revenue
Debt Service

Enterprise

2000 Budgeted VS. Actual Receipts

Variance
Favorable/
Budgeted Receipts Actual Receipts (Unfavorable)
$190,938 $163,991 ($26,947)
235,025 161,246 (73,779)
16,025 16,025 0
628,169 577,754 (50,415)
Total $1,070,157 $919,016 ($151,141)
2000 Budgeted VS. Actual Budgetary Basis Expenditures
Variance
Appropriation Budgetary Favorable/
Authority Expenditures (Unfavorable)
$190,938 $168,309 $22,629
232,978 177,744 55,234
16,025 16,025 0
595,256 524,194 71,062
Total $1,035,197 $886,272 $148,925
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VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Property Tax
Real property taxes become alien on January 1 preceding the October 1 date for which rates are adopted by the

Village. The State Board of Tax Equalization adjuststheseratesfor inflation. Property taxes are al so reduced for
applicable homestead and rollback deductions. Homestead and rollback amounts are then paid by the State, and
are reflected in the accompanying financial statements as Intergovernmental Receipts. Payments are due to the
County by December 31. If the property owner electsto make semiannual payment, thefirst half is due December
31. The second half payment is due the following June 20.

Public utilities are also taxed on personal and real property located within the Village.

Tangible personal property tax is assessed by the property owners, who must file alist of such property to the
County by each April 30.

The County isresponsible for assessing property, and for billing, collecting, and distributing all property taxeson
behalf of the Village.

Jointly Governed Organizations

TheLynchburg AreaJoint Fireand Ambulance District iscomprised of one member each of the Board of Trustees
of Union, Salem and Dodson Townships of Highland County, and one council member from the Village of
Lynchburg. The District has been established to provide fire and ambulance protection services to the
participating Townships and the Village. To obtain financial information, writeto the Lynchburg Area Joint Fire
and Ambulance District, P.O. Box 585, Lynchburg, Ohio 45142.

Conduit Debt

TheVillageissued general obligation bonds December 5, 1995 related to the acquisition of afiretruck. Thebonds
mature semi-annually on June 1 and December 1 of each year. On June 1, 2000, the Village assigned the use of
thefiretruck to the Lynchburg AreaJoint Fireand Ambulance District (the District) in exchangefor fire protection
services. The Digtrict has contractually assumed the related general obligation bond debt and will receivetitleto
the fire truck upon final payment of the debt. The Villageisnot obligated in any manner for the repayment of the
bonds. As of December 31, 2001, principa and interest outstanding was $68,280.

Debt
Debt outstanding at December 31, 2001 was as follows:
Principal Interest Rate
Ohio Water Development Authority Loans $1,744,540 2.00% - 7.96%

The Ohio Water Development Authority (OWDA) loan relates to awater and sewer plant expansion project that
wasmandated by the Ohio Environmental Protection Agency. The OWDA hasapproved upto $2,682,743inloans
to the Village for this project. Theloanswill be repaid in semiannual installments ranging from 24 to 30 years.
The scheduled payment amount below assumes that $2,682,743 was borrowed. The scheduled payment will be
adjusted to reflect any revisionsin amounts actually borrowed.

11



7.

VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Debt (Continued)

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

Y ear ending OWDA
December 31.: Loan
2002 $182,739
2003 182,739
2004 182,739
2005 182,739
2006 182,739
Subsequent 1,758,694
Total $2,672,389

Retirement Systems

Ohio Police and Fire Pension Fund

The Village contributes to the Ohio Police & Firemen Pension Funds (OP& F), a cost sharing multiple-employer
defined benefit pension plan. OP& F providesretirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries. Benefit provisions are established by the Ohio State
Legidlature and are codified in Chapter 742 of the Ohio Revised Code. OP& Fissuesapublicly availablefinancial
report that includes financial information and required supplementary information for the plan. That report may
be obtained by writing to OP&F, 140 East Town Street, Columbus, Ohio 43215-5164.

Plan members are required to contribute 10.0% of their annual covered salary, while employers are required to
contribute 19.5% and 24% respectively for police officers and firefighters. The Village' s contributionsto OP& F
for the years ending December 31, 2001 and 2000 were $1,870 and $5,196 respectively, equal to the required
contributions for each year.

Post Retirement Benefits

The number of participants eligible to receive health care benefits as of 12/31/00, the date of the last actuarial
valuation available, are 12,853 for Police and 10,037 for Firefighters. The portion of the employer contributions
that were used to pay post employment benefitsfor 2001 and 2000 were $655 and $1,819 respectively. OP&F's
total health care expense for the year ending December 31, 2000, the date of the last actuarial valuation available,
was $106,160,054, which was net of member contributions of $5,657,431.

12



VILLAGE OF LYNCHBURG
HIGHLAND COUNTY
NOTESTO THE FINANCIAL STATEMENTS
JANUARY 1, 2000 THROUGH DECEMBER 31, 2001

Retirement Systems (Continued)

Public Employees Retirement System

All other full-time Village empl oyees bel ong to the Public Employees Retirement System (PERS) of Ohio. PERS
is a cost-sharing, multiple-employer defined benefit pension plan. PERS provides retirement and disability
benefits, annual cost of living adjustments, and death benefits to plan members and beneficiaries. Authority to
establish and amend benefitsis provided by state statute per Chapter 145 of the Ohio Revised Code. The Public
Employees Retirement System issues a stand-alone financial report. Interested parties may obtain a copy by
making awritten request to 277 East Town Street, Columbus, Ohio 43215-4642 or by calling (614) 466-2085 or
1-800-222-PERS (7377).

The Ohio Revised Code provides statutory authority for employee and employer contributions. The employee
contribution rates are 8.5% for employees other than law enforcement. In January 2001, House Bill 416 divided
the PERS law enforcement program into two separate divisions with separate employee contribution rates and
benefits. The law enforcement calculation consisted of sheriffs, deputy sheriffs, and township police with an
employee contribution rate of 10.1%. All other members of the PERS|aw program were placed in anewly named
public safety division and continued to contribute at 9%. PERS contributions made by the Village amounted to
$42,839 and $40,984 for years 2001 and 2000, respectively.

The 2001 employer contribution rate for local government employer units was 13.55% of covered payroll.
Post Retirement Benefits

Public Employees Retirement System of Ohio provides postretirement health care coverage to age and service
retireeswith 10 or more years of qualifying Ohio service credit. Health care coverage for disability recipients and
primary survivor recipientsis available. The health care coverage for disability recipients and primary survivor
recipients is considered an Other Postemployment Benefit (OPEB) as described in GASB Statement No. 12. A
portion of each employer’s contribution to PERS is set aside for the funding of post retirement health care. The
Ohio Revised Code providesstatutory authority employer contributions. The PERS law enforcement programwas
separated into two divisions, law enforcement and public safety, with separate employee contribution rates and
benefits. The2001 employer contributionratefor local government employer unitstheratewas 13.55% of covered
payroll. The Ohio Revised Code providesthe statutory authority requiring public employersto fund postretirment
health care through their contributionsto PERS.  The number of active contributing participants was 411,076.
The rates stated above are actuarially determined contribution requirements for PERS. The portion of employer
contributions used to fund postemployment benefits for 2001 and 2000 were $13,593 and $13,004.

Risk Management

The Village has obtained commercial carrier insurance for the following risks: Comprehensive property and
general liahility, vehicles, errors and omissions and public officials liability.

TheVillagealso provideshealth insurance and dental and vision coverageto full-time employeesthrough aprivate
carrier.

13
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Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of Financial
Statements Performed in Accordance With Government Auditing Standards

Village Council

Village of Lynchburg
P.O. Box 402
Lynchburg, Ohio 45142

We have audited the accompanying financial statements of the Village of Lynchburg, Highland County, Ohio (the Village),
asof and for the yearsended December 31, 2001, and December 31, 2000, and haveissued our report thereon dated February
28, 2002. We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Governmental Auditing Standards, issued by the Comptroller
Generd of the United States.

Compliance

Aspart of obtaining reasonabl e assurance about whether the Village' sfinancial statementsare free of material misstatement,
we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts. 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 that are required to be reported under
Governmental Auditing Standards. However, we noted certain immaterial instances of noncompliance which we have
reported to the management of the Village in a separate letter dated February 28, 2002.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Village's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting
would not necessarily disclose all mattersintheinternal control over financial reporting that might be material weaknesses.
A material weaknessis acondition in which the design or operation of one or more of the internal control components does
not reduceto arelatively low level the risk that misstatements in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial reporting and its
operation that we consider to be material weaknesses.
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Village of Lynchburg
Highland County

Report on Complianceand on Internal Control Over Financial Reporting Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

Page 2
Thisreport isintended solely for the information and use of the officials authorized to receive this report under Section

117.26, Ohio Revised Code, and is not intended to be and should not be used by anyone other than these specified
parties.

Balestra & Company
Balestra & Company
February 28, 2002
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