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DANA F. COL.E
& COMPANY L.e

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Honorahle Mayor and
Members of the City Council
City of Lexington, Nebraska

Report on the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component unit, and each major fund of
the City of Lexington, Nebraska, as of and for the year ended September 30, 2025, and the related
notes to the financial statements, which collectively comprise the City of Lexington, Nebraska's basic
financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all materfal respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component unit, and each major fund of the City of Lexington, Nebraska, as of
Septerber 30, 2025, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in accordance with accounting principles generally accepted

in the United States of America. :

Basis for Opinions

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 Government Auditing Standards
issued by the Comptroller General of the United States. 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 City of Lexington, Nebraska, and to meet our other
ethical responsibilities, in accordance with the relevant ethical requirements relating to our audit. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinions. '

?

Responsibilities of Management for the Financlal Statements

Management is responsibte 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 financlal statements that are free from material misstatement, whether due to fraud
or errot.

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 City of
Lexington, Nebraska's ability to continue as a going concern for twelve months beyond the financial
statement date including any currently known information that may raise substantial doubt shortly
thereafter. .



Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtaln 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 generally accepted auditing
standards 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 include 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 generally accepted auditing standards and Government Auditing
Standards, we:

¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify 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 including examining, on a test basis, evidence regarding
the amount and disclosures In the financial statements. :

° 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 City of Lexington, Nebraska's internal control.
Accordingly, no such opinion is expressed.

» Evaluate the approptiateness of accounting policies used and the reasonableness of
significant accounting estimates made by Mmanagement, as well as evaluate the overall
presentation of the financial statements.

* Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the City of Lexington, Nebraska's abllity
o 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 and budgetary comparison schedule as listed in the table of contents be presented
to supplement the basic financial statements. Such information, 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 auditing standards generally accepted in the United States of America, 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 asstrance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 9,
2026, on our consideration of the City of Lexington, Nebraska'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 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 City of
Lexington, Nebraska's internal control over financial reporting and compliance.

@WM}/J&'FZA/}LO@%// [LP

Minden, Nebraska
September 9, 2026



CITY OF LEXINGTON, NEBRASKA
MANAGEMENT'S DISCUSSION AND ANALYSIS

The City of Lexington, Nebraska, (the City} offers readers this harrative overview and analysis of
the financial activities of the City for the year ended September 30, 2025. The City of Lexington,
Nebraska, reports the annual financial statements in accordance with the guidelines prescribed
in Government Accounting Standards Board's (GASB) Statement 34. We encourage readers to
consider the information presented here in conjunction with the basic financial statements.

FINANCIAL HIGHLIGHTS

The assets of the City of Lexington, Nebraska, exceeded its liabilities at the close of the year ending
September 30, 2025, by $96,216,368. Of this amou nt, $15,710,816 represents unrestricted net
assets and may be used to fund ongoing obligations. Total net position increased by $4,447,221.
The City serviced all long-term obligations as planned.

As of the close of the year ending September 30, 2025, the City of Lexington, Nebraska's combined
governmental fund balances totaled $5,764,612. This is a decrease from the previous year fund
halance by $385,517.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is provided as an introduction to the basic financial statements. The
basic financial statements consist of three components: government-wide financial statements,
fund financial statements, and notes to the financial statements. This report also contains required
supplementary information and other supplementary information in addition to the basic financial
statements themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the City's finances in a manner similar to a private-sector business.

The statement of net position presents all of the City's assets, liabilities, and deferred outflows/Inflows
of resources, with the difference between them reported as net position. Net position is an im portant
measure of the City's overall financial health. The increases and decreases in net position can be
monitored to determine whether the City's financial position is improving or deteriorating.

The statement of activities presents information showing how the City's net position cha nged during
the most recent fiscal period. Alf changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of the related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods {e.g., uncollected taxes and earned but unused paid time off).

The government-wide financial statements report functions of the City that are principally supported by
taxes and intergovernmental revenues {governmental activities) separate from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges {business-type
activities). The governmental activities for the City include general government, public works and streets,
solid waste, public safety, planning and development, and parks and recreation. The business-type
activities for the City include the electric, waterworks, and waste water systems.



CITY OF LEXINGTON, NEBRASKA
MANAGEMENT'S DISCUSSION AND ANALYSIS
OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)
Fund Financial Statements
Afund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City uses fund accou nting to ensure compliance with
finance-related legal requirements. These funds are divided into two categories: governmental funds

and proprietary funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
statements, governmental fund financial statements focus on near-term inflows and outflows of
spendable resources, as well as on balances of spendable resources available at the end of the audit
perfod. Such information may be useful in evaluating the City's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it s useful to compare the information presented for governmentat funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government's near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

Proprietary Funds

The City maintains one type of proprietary fund. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements.

The City maintains six enterprise funds. The proprietary fund financial statements provide separate
information for the Electric, Water, Sewer, Sanitation, Landfill, and Ambulance. All funds are considered
to be major funds of the City. The internal service fund is presented combined in the proprietary fund
financial statement section.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report also contains certain
required supplementary information regarding budgetary information.



CITY OF LEXINGTON, NEBRASKA
MANAGEMENT'S DISCUSSION AND ANALYSIS

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve as a useful indicator of the City's financial position. As of
September 30, 2025, assets exceeded liabilities and deferred inflows of resources by $93,216,368.
The largest portion of the City's net position, $74,348,917, reflects its net investment in capital assets
(e.g. land, construction in progress, buildings, improvements, machinery and equipment, utility systems,
and infrastructure), less any related debt used to acquire those assets. The City uses these capital
assets to provide services to citizens; consequently, these assets are not available for future spending.
Although the City's investment in its capital assets is reported net of related debt, it should be noted
that the resources needed to repay this debt must be provided from other sources since the capital
assets themselves cannot be used to liquidate these liabilities.

City of Lexington, Nebraska
Statement of Net Position

Governmental Business-Type
Activities Activities Total
2025 2024 2025 2024 2025 2024
ASSETS
Current and other assets 9,709 9,802 14,360 12,895 24,069 22,697
Capital assets 52,811 51,066 37,387 36,745 90,198 87,811
Total assets 62,520 60,868 51,747 49,640 114,267 110,508
LIABILITIES
Other liabilities 1,347 974 2,255 2,709 3,602 3,683
Long-term liabilities 2,451 2,754 13,535 13,761 15,986 16,515
Total liabilities 3,798 3,728 15,790 18,470 19,588 20,198

DEFERRED INFLOWS OF
RESOURCES 1,145 1,192 318 349 1,463 1,541

TOTAL LIABILITIES AND
DEFERRED INFLOWS OF

RESOQOURCES 4,943 4,920 16,108 18,819 21,051 21,739
NET POSITION
Net investment in
capital assets 50,655 48,131 23,694 22,755 74,349 70,886
Restricted 2,627 2,839 529 505 3,156 3,344
Unrestricted 4,295 4978 11,416 9,561 15,711 14,539
Total net position 57,577 55948 35,639 32,821 93,216 88,769

At the end of the current audit period, the City is able to report positive balances in all categories of
net position for the government as a whole.



CITY OF LEXINGTON, NEBRASKA
MANAGEMENT'S DISCUSSION AND ANALYSIS
GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

The City's combined net position during the audit period increased $4,447,221. Overall governmental
activities expenses increased by $1,628,699 and the business-type activities increased by $2,818,522.

Changes in Net Position

The following table reflects the revenue and expenses from the City's activities for the years ended
September 30, 2025 and 2023.

CITY OF LEXINGTON, NEBRASKA
Statement of Changes in Net Position

Governmental Business-Type
Activities Activities Total
2025 2024 2025 2024 2025 2024
REVENUES
Program revenues
Charges for services 1,761 1,630 26,792 25,033 28,553 26,563
Operating grants and
contributions 160 872 164 160 836
Capital grants and
contributions 123 123
General revenues '
Property taxes 2,416 2,280 2,416 2,280
Sales taxes 3,126 3,071 3,126 3,071
Franchise taxes 1,259 1,211 1,259 1,211
Other taxes 266 268 266 268
[ntergovernmental 3,822 5,827 3,622 5,827
interest 143 48 163 32 296 80
Cther revenue 811 920 811 920
Total revenues 13,564 15827 27,068 25,229 40,632 41,056
Governmenta! Business-Type .
Activities Activities Total
2025 2024 2025 2024 2025 2024
EXPENSES
General government 3,079 2,396 3,079 2,396
Public Safety 2,824 2,435 2,824 2,435
Public Works 2,626 2,700 2,626 2,700
Health and Welfare 274 276 274 276
Culture and Recreation 2,653 2,476 2,653 2,476
Community Development 1,001 750 1,001 750
Interest and fiscal fees 40 56 40 56



CITY OF LEXINGTON, NEBRASKA
MANAGEMENT'S DISCUSSION AND ANALYSIS

GOVERNMENT-WIDE FINANCIAL ANALYSIS (Continued)

Changes in Net Position {Continued)

CITY OF LEXINGTON, NEBRASKA
Statement of Changes in Net Position

(Continued)
Governmental Business-Type
Activities Activities Total
2025 2024 2025 2024 2025 2024
EXPENSES (Continued)
Electric 18,424 18,073 18,414 18,073
Water 1,691 1,675 1,691 1,675
Sewer 2,371 1,762 2,371 1,762
Sanitation 651 634 651 634
internal services 496 469 496 469
Ambulance 65 114 65 114
Total expenses 12,497 11,089 23,688 22,727 36,185 33,816

CHANGE BEFORE TRANSFERS 1,067 4,738 3,380 2,502 4,447 7,240

TRANSFERS 562 1,198 (562) (1,198)

CHANGE IN NET POSITION 1,629 5,936 2,818 1,304 4,447 7,240
NET POSITION, BEGINNING 95,948 50,012 32,821 31,517 84,363 77,123
NET POSITION, ENDING o7,577 55948 35,639 32,821 88,810 84,363

Governmental activities total revenues decreased by $2.3 million. Expenses increased by $1.4 million.
The City's business-type total revenues increased by $1.8 million. Expenses increased by $1.0 million.
FINANCIAL ANALYSIS OF THE CITY'S FUNDS

The focus of the City's governmental funds is to provide information on nearterm inflows, outflows,

and balancesl of spendable resources. Such information is useful in assessing the City's financing
requirements. In particular, unassigned fund balance may serve as a useful measure of a government's

het resources available for spending at the end of the fiscal year.

The General Fund is the primary operating fund of the City. The fund balance of the General Fund at
September 30, 2025, was $2,922,951. This represents an increase of $529,846,



CITY OF LEXINGTON, NEBRASKA -
MANAGEMENT'S DISCUSSION AND ANALYSIS

FINANCIAL ANALYSIS OF THE CITY'S FUNDS (Continued)

As of September 30, 2025, all of the City's governmental funds reported combined ending fund balances
of $5,764,612, a decrease of $385,517 in comparison with the prior year. Of this balance, $2,922,951
is considered unassigned fund balance, which is available for spending at the government's discretion.

The City's proprietary funds provide the same type of information found in the government-wide financial
statements, only in more detail. The enterprise funds had a combined net position at September 30,
2025, of $35,639,206, of which $11,415,561 is unrestricted. This represents an increase of $2,818,522
from the prior year.

BUDGETARY HIGHLIGHTS

The City Council adopted the budget for the year ending September 30, 2025, in September 2024. During
the year there were no budget amendments.

Budgetary comparison schedules are presented in the Required Supplementary Information section
following the notes to the financial statements. These schedules compare budgeted amounts to actua!
balances with the resuiting difference displayed.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

For the years ending September 30, 2025, the City had $90,139,558 invested in a broad range of capital
assets, including equipment; vehicles; buildings; infrastructure; and utility systems. The change in capital
assets Is a result of additions and improvements to capital assets along with depreciation expense and
disposals. See Note 6 to the financial statements and the table below for more detailed information on
the City's capltal assets.

CITY OF LEXINGTON, NEBRASKA
Capital Assets

Governmental Business-Type
Activities Activities Total

2025 2024 2025 2024 2025 2024

Land and construction in progress 18,915 18,473 2,218 12,356 21,133 30,829

Buildings and improvements 19,103 19,019 18,002 18,002 37,106 37,021
Equipment and vehicles 6,193 8,075 2,612 1,734 8,805 7,809
Utility systems : 59,738 48,227 59,738 48,227
Infrastructure 52,692 49,814 52,692 49,814

96,903 93,381 82,570 80,319 179,473 173,700
Less accumulated depreciation (44,092) (42,315) (45,241) (43573) (89,333) (85,888)

Capital assets, net of
depreciation 52,811 51,066 37,329 36,746 90,140  &7,812




CITY OF LEXINGTON, NEBRASKA
MANAGEMENT'S DISCUSSION AND ANALYSIS

CAPITAL ASSETS AND DEBT ADMINISTRATION (Continued)

Debt Administration

Balances at September 30, 2025 and 2024, are shown in the table below. See Note 7 for additional
information on the City's long-term debt.

CITY OF LEXINGTON, NEBRASKA
Outstanding Debt

Governmental Business-Type
Activities Activities Total

2025 2024 2025 2024 2025 2024

Bonds payable : 920 1,530 1,380 1,715 2,300 3,245
Loans payable 11,697 12,046 11,697 12,046
Notes payable 1,065 1,225 1,085 1,225

1,985 2,755 13,077 13,761 15,062 16,518

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES
Sales tax collections have increased annually by an average of approximately 4% over the past five years,

Property valves continue to increase in our area. Inflation has remained similar to the report for last
year.

These factors were considered in preparing the City's budget for the 2026 fiscal year.

FINANCIAL CONTACT

The City's financial statements are designed to present users with a general overview of the City's finances
and to demonstrate the City's accountability. Any questions regarding the report or request for additional

information should be directed to the City of Lexington, Nebraska, Office of the Finance Director/ City
Treasurer, PO Box 70, 406 East 7th Street, Lexington, NE, 68850.

10



ASSETS

Cash and cash equivalents
Cash with county treasurer
Taxes receivable

Grants receivable
Accounts receivable, net
Interest receivable

Lease receivable

Notes receivable

Other receivables

Due from other governments

tnventory
Restricted cash
Internal balances
Right-of-use assets
Capital assets
Land
Construction in progress

Other capital assets, net of
accumulated depreciation

TOTAL ASSETS

LIABILITIES

Accounts payable
Expenses accrued
Customer deposits
Interest accrued
Long-term liabilities
Compensated absences
due within one year
Landfill post-closure
costs accrued
Lease liabilities due
within ona year
Lease liabilities due
in more than one year

CITY OF LEXINGTON, NEBRASKA
STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

Primary Government

Governmental  Business-Type Component
Activities Activities Total Unit

4,493,507 9,060,350 13,653,857
184,784 184,784
088,173 988,173
5,152 _ 5,152
2,099,494 2,099,494
2,045 2,045
1,174,231 366,153 1,540,384
1,103,003 1,103,003
18,619 25,648 - 44 267
156,476 156,476
895,732 695,732

2,587,423 1,107,626 3,695,049 538,343

(1,002,558) 1,002,558

59,097 59,097

6,526,819 320,396 6,847,215 829,732

12,388,189 1,898,084 14,286,273 12,061

33,895,826 35,110,174 69,006,070 3,463

62,519,714 51,747,357 114,267,071 1,383,599
1,124,087 1,773,868 2,897,955
205,097 50,624 255,721
410,229 410,229

17,358 20,400 37,758 2,220
295,758 72,541 368,299
283,412 283,412
170,295 13,678 183,973
88,762 88,762

1t



CITY OF LEXINGTON, NEBRASKA
STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

Primary Government

Governmental  Business-Type Component
Activities Activities Total Unit
LIABILITIES (Continued)
Long-term liabilities (Continued)
Long-term debt due within
ohe year 769,395 1,081,730 1,851,125 55,648
Long-term debt due in more
than cne year 1,215,974 11,995,241 013,211,215
TOTAL LIABILITIES 3,797,964 15,790,485 19,588,449 57,868
DEFERRED INFLOWS OF
RESQURCES
Unavailable revenue - leases 1,144,588 317,666 1,462,254
TOTAL LIABILITIES AND
DEFERRED INFLOW OF .
RESOURCES 4,942 6552 16,108,151 21,050,703 57,868
NET POSITION
Net investment in
capital assets 50,655,240 23,693,677 74,348,917 789,608
Restricted for
Economic Development 2,043,415 2,043,415
Federal grants 317,687 317,687
Debt Service 8,875 391,000 399,675
Tax Increment Financing 249,913 249,913
Landfill 138,968 138,968
Other purposes 7,077 7,077 536,123
Unrestricted 4,295 255 11,415,561 15,710,816 '
TOTAL NET POSITION 57,677,162 35,639,206 93,216,368 1,325,731

See accompanying notes to financial statements.

12
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CITY OF LEXINGTON, NEBRASKA

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET

TO THE STATEMENT OF NET POSITION
SEPTEMBER 30, 2025

Amounts reported for governmental activities in the

statement of net position are different becausa:
Fund balance - total governmental funds

Capital assets used in governmental activities
ara not financial resources and, therefore,
are not reported in the governmental funds.

Governmental capital assets
Less accumulated depreciation

Right-to-use lease assets used in governmental -
activities are not financial resources and, therefore,
are not reported in the governmental funds.

Right-to-use leased assets
Laess accumulated ameortization

Deferred inflows represent funds not available in the
current period and, therefore, are not recognized
as revenue in the governmental funds.

Bond interest was accrued for governmental activities.

Long-term liabilities are not due and payable
ih the current peried and, therefore, are
not reported in the funds.

Compensated absences are not due and payable
in the current period and, therefore, are not
reported in the funds.

NET POSITION OF GOVERNMENTAL ACTIVITIES

See accompanying notes to financial statements.
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5,764,613

96,903,005

(44,092,191} 52,810,904

462,486

(462,486)

1,470,425

(17,358)
(2,155,664}

(295,758)

57,577,162
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#NAME?

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2024

Amounts reported for governmental activities in the statement
of activities are different because:

Net change in fund balances - total governmental funds (385,516)

Governmental funds report capital outlay as expenditures.
However, in the statement of activities, the cost of those
assets is allocated over their estimated useful lives and
reported as depreciation expense. This is the amount
by which depreciation was less than capital outlay in the
current period.
Expenses capitalized 3,521,819
Depreciation (1,777,085) 1,744,734

Governmental funds report payments for lease obligations
as expenditures. However, in the statement of activities,
the present value of the lease obligation is recorded as a
right-of-use asset and amortized over the life of the lease. {115,621)

Governmental funds report the collection and issuance of

principal from notes receivable as revenues and expenses.

However, in the statement of activities, they are not reported

as a revenue source or expenditure and rather a reduction or

Increase of receivable balance In the statement of net position.
Principal received (874,143)
Adjustments and write-off's
Principal issued

Some revenues and expenses in the statement of activities that do
not create or require the use of current financial resources and,
therefore, are not reported as revenues or expenditures in
governmental funds.
Compensated absences (20,523)

Changes in deferred inflows of resources 382,210
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#NAME?

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2024

The issuance of long-term debt (e.g., bonds, loan, leases)
provides current financial resources to governmental
funds, while the repayment of the principal of long-term
debt consumes the current financial resources of
governmental funds. Also, governmental funds report
the effect of premiums discounts, and similar items
when debt is first issued, whereas these amounts are
deferred and amortized in the statement of activities.
In the statement of activities, interest is accrued on
outstanding debt, whereas in the governmental
funds, an interest expenditure is reported when due.
The following is the detail of the net effect of these
differences in the treatment of long-term debt and
related items:

Debt principal payments 895,245
Decrease in accrued debt interest expense 2,313
CHANGE IN NET POSITION OF GOVERNMENTAL ACTIVITIES 1,628,699

See accompanying notes to financial statements.
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NOTE 1.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Lexington, Nebraska (the City), is a municipality located in Dawson County in the
south-central portion of Nebraska. The City operates a City Manager form of government,
Citizens elect five council members at targe who appoint the mayor.

A. FINANCIAL REPORTING ENTITY

The financial statements of the City have been prepared in conformity with

accounting principles generally accepted in the United States of America (GAAP) as
applied to government units. The Governmental Accounting Standards Board (GASB)
is the accepted standard setting body for establishing governmental accounting and
financial reporting principles. The City of Lexington, Nebraska, provides a range of
municipal services, including general government administration; public safety service;
recreation; street maintenance; economic development; and provides services for
electric, waterworks, and sewerage.

In determining the financial reporting entity, the City complies with the provisions of
Statement 14 of the Governmental Accounting Standards Board, The Financial Reporting
Entity, as amended by GASB Statement 39, Determining Whether Certain Organizations
are Component Units. For financial reporting purposes, the City includes all funds,
agencies, boards, commissions, and authorities that are controlled by or dependent

on the City.

The basic financial statements report on the government as a whole. They include the
City of Lexington, Nebraska, and its component unit. The discretely presented component
unit reflects the financial information of the Community Deveiopment Agency (CDA).

All of the board members of the CDA are appointed by the City Council, Its purpose is to
deveiop, finance, and maintain business property. The CDA reports using the economic
resources measurement focus on the accrual basis of accounting.

B. BASIS OF PRESENTATION

Government-Wide Statements

The statement of net position and statement of activities report information on the City
as a whole. They include all funds of the City. The effects of interfund activity have been
removed from these statements. Governmental activities, which normally are supported
by taxes and intergovernmental receipts, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenditures

of a given function or segment are offset by program revenues. Direct expenditures
are those that are clearly identifiable with a specific function or segment.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
B, BASIS OF PRESENTATION (Continued)

Government-Wide Statements (Continued)

Program revenues include (1) charges to customers or applicants who purchase, use,
or directly benefit from goods, services, or privileges provided by a given function or
segment and (2) grants and contributions that are restricted to meeting the operational
or capital requirements of a particular function or segment. Taxes and other items not
properly included among program revenues are reported instead as general revenues.
The City does not allocate indirect costs.

Fund Financia! Statements

The accounts of the City are organized on the basis of funds, each of which is considered
1o be a separate accounting entity. The operations of each fund are accounted for by a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity,
revenues, and expenditures or expenses, as appropriate. Government resources are
allocated to, and accounted for, in individual funds based on the purpose for which they
are to be spent and the means by which spending activities are controlled.

The emphasis in fund financial statements is on the major funds in either the governmental
or business-type activities categories. GASB Statement 34 sets forth minimum criteria for
the determination of major funds.

The funds of the City are described below:

Governmenial Fund Types

Governmental funds are those through which most governmental functions of the City are
financed. The acquisition, use, and balances of the City's expendabile financial resources
and the related liabilities {other than those in proprietary funds) are accounted for through
governmental funds. The measurement focus is upon determination of changes in
financial position. The following are the City's governmental fund types:

General Fund
The General Fund is the general operating fund of the City. It is used to account

for all financial resources except those required to be accounted for in another
fund.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
B. BASIS OF PRESENTATION (Continued)

Fund Financial Statements (Continued)

Governmental Fund Types (Continued)

Speciat Revenue Funds

Special revenue funds are used to account for the proceeds of specific revenue
sources that are legally restricted, committed, or assigned to expenditures for
specified purposes the purpose of which is determined by the fund name. The
reporting entity includes the following special revenue funds, which are
reported as major funds:

Federal Grants - accounts for revenues and expenditures relating to grants
for community development.

American Rescue Plan Act - accounts for revenues and expenditures relating
to grants for pandemic relief and restoration,

Street - accounts for revenues and expenditures for the maintenance,
construction, and improvements of the streets and alleys of the City.

Economic Development - accounts for revenues and expenditures for
community economic development.

Meals on Wheels - accounts for revenues and expenditures related to the
senior citizens' meal and other related programs.

Tax Increment Financing - accounts for the collection of property taxes to
pay debt incurred for community development projects.

Debt Service Fund

The Debt Service Fund is used to account for the accumulation of resourges
for, and the payment of, long-term debt principal, interest, and related costs
other than debt payable from the operations of the Enterprise Funds.

Proprietary Fund Types

Enterprise Funds - The enterprise funds are used to account for the City's ongoing
organizations and activities which are similar to those often found in the private
sector. The measurement focus is based upon determination of net income. The
City reports the following major enterprise funds: Electric, Water, Sewer, Sanitation,
Landfill, Ambulance.

Internal Service Fund - The internal service fund is used to account for the financing
of goods or services provided by one department or to other governments on a
cost-reimbursement basis.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund
statements. Revenues are recorded when earned and expenses are recorded when

a liability is incurred regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as all eligibility requirements have been met.

As a general rule, the effect of Interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are payments
in lieu of taxes and other charges between the government's proprietary functions and
various other functions of the government. Elimination of these charges would distort
the direct costs and program revenues reported for the various functions concerned.

Government fund level financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenues
are recognized as soon as they are both measurable and available. Revenues
are considered 1o be available when they are collected within the current period or
soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days
of the end of the current fiscal period. Grant revenues' availability period is generally
- considered to be one year, Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, as well
as expenditures related to compensated absences and claims and judgments, are
recorded only when the liability has matured and payment is due.

Business-type activities and all proprietary funds are accounted for using an
economic resources measurement focus. With this measurement focus, ali assets
and all liabilities associated with the operation of these funds are included on the
balance sheet. Proprietary fund type operating statements present increases {e.g,
revenues) and decreases (e.g., expenses) In net total assets. Proprietary funds
distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations.
The principal operating revenues of the City's enterprise funds are charges to
customers for sales and services. Operating expenses for the enterprise fund include
the cost of sales and services, administrative expenses, and depreciation on capital
assets. All revenues and expenses not meeting this definition are reported as
nonoperating revenues and expenses.
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NOTE 1.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES {Continued)

D. ASSETS, LIABILITIES, AND EQUITY

Cash and Cash Equivalents

For the purpose of financial reporting, "cash and cash equivalents” includes all demand
and savings accounts, and certificates of deposit or short-term investments with an original
maturity of three months or less. The City maintains cash and investment pools which are
available for use by most funds. Each fund type's portion of this pool is displayed in the
financial statements as cash and cash equivalents. Investments made in accordance

with bond ordinances are reflected as restricted cash and cash equivalents. Funds with
overdrawn balances are not charged interest.

As provided for by GASB Statement 31, Accounting and Financial Reporting for
Certain Investments and for External investment Pools, the City reflects money market
investments with a maturity of one year or less at the time of purchase at amortized
cost, which approximates fair value. All other investments are required to be reported
at fair value hased on quoted market prices.

Accounts Receivable

Governmental activities receivable consists of miscellaneous services provided to
citizens, net of an allowance for uncollectible accounts of $10,000. Business-type
activities represent billed electric, water, sewer, and sanitation charges, net of an
allowance for uncollectible accounts of $15,000, $5,000, $7,000, and $3,000,
respectively.

Notes Receivable

Notes receivable include tong-term foans made to local businesses and citizens using
revolving loan funds from Community Development Block Grants {CDBG) through the state
of Nebraska, as well as other economic development based loans of LB840 revoiving loan
funds or Economic Enhancement funds of the City to qualifying businesses. Management
has determined that no allowance is necessary at September 30, 2025.

Inventories
Inventories, consisting of materials and supplies, are valued at lower of cost or net
realizable value. Cost is determined using estimated replacement cost basis which

approximates actual cost.

Lease Receivables

In accordance with GASB 87, Leases, the Clty records the lease receivables and deferred
inflows of resources based on the present value of remaining lease payments expected
o be received during the lease term plus any payments received at or before the
commencement of the lease term that relate to future periods. The expected receipts
are discounted using the interest rate charged on the lease, if known, or the City's
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. ASSETS, LIABILITIES, AND EQUITY (Continued)

Lease Receivables (Continued)

incremental borrowing rate. Variable receipts are excluded from the valuations unless
they are fixed in substance. Future recognition of the deferred inflow of resources is
recognized in a systematic and rational manner over the term of the lease.

Right-to-use [ eased Assets and Lease Obligation Pavable

In accordance with GASB 87, Leases, the City records right-to-use leased assets and
lease obligations based on the present value of expected payments over the term of the
respective lease. The expected payments are discounted using the interest rate charged
on the lease, if available, or are otherwise discounted using the City's incremental
borrowing rate. Variable payments are excluded from the valuations unless they are fixed
in substance. For leases featuring payments tied to an index or market rate, the valuation
is based on the initial index or market rate. The City does not have any leases subject to
a residual value guarantee. The right-to-use assets are amortized on a straight-line basis
over the shorter of the lease term or the underlying asset's useful life.

Capital Assets

Under GASB Statement 34, all capital assets, whether owned by governmental activities

or business-type activities, are recorded and depreciated in the government-wide financial
statements. The City's policy is to capitalize purchased or donated capital assets, including
improvements to capital assets that significantly extend the life of the assets, that have an
estimated life of more than one year and a cost of $8,000 or more. Donated fixed assets
are valued at their estimated fair market value on the date donated.

The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend assets' lives are not capitalized. Major improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets.

Capital assets are depreciated using the straight-line method over the following estimated

useful lives:
Equipment and vehicles 5-15 years
Buildings and improvements 15 - 50 years
Infrastructure 20- 40 years
Utility systems 20 - 50 years

Capital assets transferred between funds are transferred at their net book value {cost less
accumulated depreciation), as of the date of the transfer.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. ASSETS, LIABILITIES, AND EQUITY (Continued)

Deferred Inflows of Resources

In addition to liabilities, the statement of net position and balance sheet now report

a separate section for deferred inflows of resources. This financial statement element
represents an acquisition of net position that applies to a future period and so will not
be recognized as an inflow of resources (reven ve) until that time,

The City has three items that qualify for reporting in this category: (1) Unavailable revenue
received after the availability period. This includes property taxes plus other local taxes
and fees received after 60 days. The are reported as deferred inflows on the governmental
funds balance sheet and will be recognized as revenue next year. {2) Unavailable revenue
relating to loans. (3) Unavailable revenue related to lessor leases.

Compensated Absences

The liability for compensated absences is recorded when incurred in the government-wide
and proprietary financial statements. In the governmental funds, only compensated
absences that have matured as a result of resignations and retirements at year-end

are recorded in the governmental funds as a liability.

Sick leave is accumulated up to a maximum accrual to be used for allowed time off based on
descriptions in the sick leave policy. Unused sick leave is not payable at the time of
separation of service with the City.

Governmental Accounting Standards Board (GASB) Statement 101, Compensated Absences,
requires a liability to be recognized for compensated absences as of the end of the financial
reporting period for earned leave that has not been used if, and to the extent that, the leave
meets all of the following criteria:

a. The leave Is for services already performed by the employee.

b. The leave accumulates.

¢. The leave is more likely than not (greater than a 50% chance) going to be used as
time off or settled in the following year.

The District already accrues vacation leave for em ployees, if applicable. This standard does
not have a material impact regarding the requirement to expand an accrued liability for sick
leave.

Long-Term Debt

fn the government-wide and proprietary fund financial statements, outstanding debt
is reported as liabilities. The governmental fund financial statements recognize the
procecds and payments of debt as other financing sources and uses of the current
period. Issuance costs are reported as expenditures.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

D. ASSETS, LIABILITIES, AND EQUITY (Continued)
Fund Equity

Government-Wide Statements

Equity is classified as net position and displayed in three components:

Net investment in capital assets consists of capital assets including restticted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

Restricted net position consists of net assets with constraints placed on the use
either by external groups - such as creditors, grantors, contributors, or laws and
regulations of other governments - or through constitutional provision or enabling
legislation. It is the City's policy to use restricted net assets first, prior to the use
of unrestricted net assets, when a disbursement is paid for purposes in which both
restricted and unrestricted net assets are available.

Unrestricted net position does not meet the definition of "restricted" or "invested in
capital assets, net of related debt."

Fund Financial Statements

Fund Balance Classification

The governmental fund financial statements present fund batances based on
classifications that comprise a hierarchy that is based primarily on the extent to
which the City is bound to honor constraints on the specific purposes for which
amounts in the respective governmental funds can be spent. The classifications
used in the governmental fund finrancial statements are as follows:

Nonspendable

This classification includes amounts that cannot be spent because they either
{a) are not in spendable form or {b} are legally or contractuatly required to be
maintained intact. The City currently has no amount classified in this category.

Restricted

This classification includes amounts for which constraints have been placed

on the use of the resources either (a) externally imposed by creditors {such as
through a debt covenant), grantors, contributors, or laws and regulations of other
governments or (b) imposed by law through constitutional provisions or enabling
legislation.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. ASSETS, LIABILITIES, AND EQUITY (Continued)

Fund Equity (Continued)

Fund Financial Statements (Continued)

Fund Balance Classification (Continued)

Committed

This classification includes amounts that can be used only for specific purposes
pursuant to constraints imposed by formal action of the City Council (the Council).
These amounts cannot be used for any other purpose unless the Council removes
or changes the specified use by taking the same type of action (ordinance or
resolution) that was employed when the funds were initially committed. This
classification also includes contractual obligations to the extent that existing
resources have been specifically committed for use in satisfying those contractual
requirements. The City currently has no amounts classified in this category.

Assigned

This classification includes amounts that are constrained by the City's intent to
be used for a specific purpose but are neither restricted nor committed. This
intent can be expressed by the Council or through the Council delegating this
responsibility to the City administrator through the budgetary process.

Unassigned

This classification includes the residual fund balance for the General Fund as

it is the only fund that reports a positive, unassigned fund balance. However,

in governmental funds other than the General Fund, if expenditures incurred for
specific purposes exceed the amounts that are restricted, committed, or assigned
te those purposes, it may be necessary to report a negative unassigned fund
balance in that fund.

The City would typically use restricted fund balances first, followed by committed
resources, and then assigned resources, as appropriate opportunities arise, but
reserves the right 1o selectively spend unassigned resources first to defer the use
of these other classified funds.
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NOTE 1.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

USE OF ESTIMATES

The preparation of basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liahilities at the date of the basic financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

INTERNAL AND INTERFUND BALANCES AND ACTIVITIES

During the course of normal operations, the City has transactions between funds, including
expenditures and transfers of resources, to provide services and construct assets. Legally
authorized transfers are included in the fund financial statements of both governmental
and proprietary funds.

REVENUES

Substantially all governmental fund revenues are accrued in the government-wide financial
statements. Dawson County bills and collects property taxes and remits them to the City
monthly. These taxes are deemed to be received by the City when collected by the County
Treasurer.

Operating revenues for proprietary funds are those that result from providing goods and
services.

EXPENDITURES

Expenditures are classified by function for both governmental and business-type
activities in the government-wide financial statements. In the fund financial statements,
expenditures are classified by character (current, capital outlay, and debt service) in

the governmental funds and as operating and non-operating in the proprietary funds.
Proprietary fund inventory costs are reported in the period when inventory items are
used, rather than in the period purchased.

SUBSCRIPTION-BASED INFORMATION TECHNOLOGY AGREEMENTS

GASB Statement 96, Subscription-Based Information Technology Agreements (SBITAs),
provides guidance related to accounting and financial reporting for SBITAs. The standard
generally requires the recording of a right-to-use subscription asset (intangible asset) and
a corresponding liability. The is an exception for short-term SBITAs defined as those with
maximum possible terms of 12 months or less incfuding options to extend, regardless of
their probability of being exercised. The City excludes all SBITAs deemed immaterial.
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NOTE 2.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

CASH AND EQUIVALENTS

The disclosures that follow have been prepared in accordance with the provisions of

GASB Statement 40, Deposit and Investment Risk Disclosures. This statement establishes
disclosure requirements for investment and deposit risks related to credit risk, concentrations
of credit risk, interest rate risk, and foreign currency risk.

Credit Risk - The City's general credit risk policy is to apply the prudent person rule:
Investments shall be made with the exercise of that judgment and care, under circumstances
then prevailing, which individuals of prudence, discretion, and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital, as well as the probable income to be derived.

Interest Rate Risk - Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. The City does not have a formal policy for interest rate
risk. However, the City does manage its exposure to fair value loss arising from interest rate
changes on internally invested funds by reviewing the portfolio on an ongoing basis for
changes in effective yield amounts,

Custodial Credit Risk - The custodial credit risk for deposits is the risk that, in the event of
the failure of a depository financial institution, the City will not be able to recover deposits
or wiil not be able to recover collateral securities that are in the possession of an outside
party. The City's policy is to collateralize bank deposits with securities held by the financial
institution's agent and in the City's name. As of September 30, 2025, all of the City's
deposits with financial institutions were fully insured or collateralized by securities held

in the City's name in the form of joint safekeeping receipts.

Restricted cash consisted of the following;

Governmental activities
Community development block

grants and reuse monies 317,587
Economic Development 2,043,415
Debt service 8,675
Meals on Wheels 5,260
Tax increment financing 212,486

2,587,423

Business-type activities
Customer deposits 410,229
Debt service 391,000
Landfill closure 306,397
1,107,626

Discretely presented component unit
Community Development 538,343
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NOTE 3.

NOTE 4.

NOTE 5.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

RECEIVABLES

Accounts receivable of the business-type activities consists of utilities receivables.
Receivables of the governmental activities consist of taxes, grants, and other receivables.

Governmental Business-Type

Activities Activities
Recelvables 1,008,325 2,129,494
Allowance for uncollectible accounts (15,000) (30,000)

993,325 2,099,494

NOTES RECEIVABLE

Notes receivable at September 30, 2025, are summarized below:

Dates Interest
Issued Rates Balance
Economic Development Fund
8 outstanding loans 2009-2025 0%-2% 1,402,580
Revolving Loan Program
5 outstanding loans 2012 - 2025 0% -2% 456,635

FRANCHISE FEES

The Lexington Utilities System {Enterprise Funds) pays franchise fees based on sales to the

General Fund and are included in other miscellaneous taxes. Following is a list of franchise

fees paid;
Electric 983,164
Water - 94,302
Sewer 132,333
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 6. CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2025, was as follows:

Governmental Activities

Capital assets, not being depreciated

Land
Construction in progress
Total capital assets, not
being depreciated

Capital assets, being depreciated
Buildings and improvements
" Equipment and vehicles
‘Infrastructure
Total capital assets, being
depreciated

Less accumulated depreciation

Total capital assets,
being depreciated

Governmental activities capital
assets, net

Depreciation was charged to functions as follows:

General government
Public Safsty

Public Works

Health and Welfare
Culture and Recreation

6,521,819 5,000 6,526,819
11,950,896 3,315,416 (2,878,123) 12,388,189
18,472,715 3,320,416 (2,878,123) 18,915,008
19,019,212 83,800 19,103,012

6,074,956 117,603 6,192,559
49,814,393 2,878,123 52,692,516
74,808,561 3,079,526 77,988,087

(42,315,106) (1,777,085) {44,092,191)
32,583,455 1,302,441 33,895,896
51,066,170 4,622,857 (2,878,123) 52,810,304
195,069

96,423

1,091,090

15,606

378,897

1,777,085
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 6. CAPITAL ASSETS (Continued)

Governmental Activities (Continued)

Business-Type Activities

Balance Balance
October 1, September 30,
2024 Additions Deletions 2025
Capital assets, not being depreciated
Land 860,732 (31,000} 829,732
Construction in progress 63,561 {51,500) 12,081
Total capital assets, not being
depreciated 924,293 (62,500) 841,793
Capital assets, being depreciated
Buildings and improvemenits 32,895 32,895
Less accumulated depreciation {27,701 {1,731) (29,432)
Total capital assets, being
depreciated 5,194 {(1,731) 3,463
Business-type activities capital
assets, net 920,487 (84,231) 845,256
Depreciation was charged to the following funds:
Electric 557,753
Water 181,122
Sewer 203,827
Sanitation 1,390
Ambulance 23,772
1,667,864
Discretely Presented Component Unit
Balance Balance
October 4, September 30,
2024 Additions Deletions 2025
Capital assets, not being depreciated
Land 860,732 (31,000) 829,732
Construction in progress 63,561 (51,500) 12,061
Total capital assets, not being
depreciated 924,293 (82,600) 841,793
Capital assets, being depreciated
Buildings and improvements 32,895 32,885
Less accumulated depreciation (27,701} (1,731 {29,432)
Total capital assets, being
depreciated 5,194 (1,731) 3,463
Business-type activities capital
assels, net 922,487 (84,231) 845,256
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CiITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 7. LONG-TERM DERBT
Governmenta| Activities

Changes in the debt for the year ended September 30, 2025, consisted of the following:

Balance Balance Due in
October 1, September 30, One
2024 Additions  Retirements 2025 Year
General Obligation
Street Bonds 615,000 (305,000} 310,000 310,000
Highway Aliocation Bonds 915,000 {305,000 610,000 305,000
Direct Borrowings (Notes Payable) ‘
SW 1st Strest 940,868 (105,801) 835,067 108,977
Lehman Land 283,897 (£3,595) 230,302 55,130
Compensated absences 275,235 20,623 295,758 295,758
Total governmental
long-term liakilities 3,030,000 20,523 (769,398} 2,281,127 1,074,865

Bonds Payable

General Obligation Street Bonds, Series 2020, dated
December 2, 2020, due in annual instaliments
varying from year to year until maturity in November
2025, interest at 0.55% - 1.01%. 310,000

Highway Allocation Bonds, Series 2021, dated
October 5, 2021, due in annual installments varying
from year to year until maturity in October 2028,

interest at 0.30% - 0.70%. 61.0,000
Total bonds payable 920,000

Aggregate annual principal and interest payments applicable to Bonds Payable are:

Years Ending

September 30, S Principal Interest Total
2026 615,000 3,982 618,982
2027 305,000 1,068 306,068

920,000 5,050 925,050
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 7. LONG-TERM DEBT {Continued)

Governmental Activities (Continued)

Direct Borrowings - Note Payable

SW 1st Street issued May 1, 2017, with interest
at 2.98% maturity in May 2032.

Lehman Land Purchase issued May 15, 2019,
with interest at 2.89% until maturity in May 2029.

Total notes payable

835,067

230,302
1,065,369

Aggregate annual principal and interest payments applicable to Bonds Payable are:

Years Ending

September 30, Principal Interest Total
20286 164,107 30,735 194,842
2027 168,971 25,869 194,840
2028 173,976 20,866 194,842
2029 179,181 15,700 194,881
2030 122,665 10,392 133,057

2031 - 2032 258,469 9,625 266,004
1,065,369 113,187 1,178,656

Compensated Absences

Compensated absences are payable upon separation from employment which could
occur at any time and are, therefore, considered payable within one year and are
liquidated by the governmental activity responsible for generating the liability with

an accumulated total of $295,758.

Business-Type Activities

Changes in debt for the year ended September 30, 2025, consisted of the following:

Balance
QOcteober 1,
2024 Additions  Retirements
Revenue Refunding Bonds 685,000
Revenue Bonds 1,033,000
Loans Payable 12,046,318 £09,378
Compensated absences 77,527

Balance Duein
September 30, One

(250,000
(85,000

{4,986

2025 Year

) 435,000 255,000
) 945,000 85,000

(758,726} 11,696,970 741,730
}

72,541 72,541

Total business-type

long-term liabilities 13,838,845 409,378 (1,098,712} 13,149,511 1,154,271
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 7. LONG-TERM DEBT (Continued)

Bonds Payable

Combined Utilities Revenue Refunding Bonds, Series 2018,

dated September 28, 2018, due in annual instaliments varying

from year to year until maturity in October 2028, interest at

1.85% - 2.90%.

Combined Utilities Revenue Bonds, Series 2020, dated

February 5, 2020, due in annual installments varying from

year to year until maturity in November 2034, interest at
1.30% - 2.40%.

Total bonds payable

435,000

945,000

1,380,000

Aggregate annual principal and interest payments applicable to Bonds Payable are:

Years Ending

September 30, Principal Interest Total
2026 340,000 27,494 367,494
2027 270,000 19,891 289,891
2028 90,000 15,661 105,661
2029 90,000 14,041 104,041
2030 95,000 12,421 107,421

2031-2035 495,000 23,835 518,835
1,380,000 113,343 1,493,343
Loans Pavable
Nebraska Department of Environment and Energy,
dated February 19, 2021, until maturity in 2034,
interest at 0.50%. 2,127,084
Nebraska Department of Environment and Energy,
dated September 2, 2021, until maturity in 2043,
interest at 0.00%. The City can continued to advance
funds from this loan until project completion. 9,569,906
11,696,870
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CiTY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

LONG-TERM DEBT {Continued)

Business-Type Activities (Continued)

Aggregate annual principal and interest payments applicable to Loans Payable are:

Years Ending

September 30, Principal Interest Total
2026 741,730 10,329 752,059
2027 742,960 9,100 752,060
2028 744,195 7,864 752,059
2029 745,437 6,622 752,059
2030 746,685 5,380 752,065

2031 -2035 3,367,537 13,023 3,380,560
2036 - 2040 2,480,740 5,890 2,486,630
2041 - 2044 2,127,688 2,324 2,130,010

11,696,970 60,532 11,757,502

Compensated Absences

Compensated absences are payable upon separation from employment which could occur
at any time and are, therefore, considered payable within one year and are liquidated by
the governmental activity responsible for generating the liability with an accumulated total
of $72,641. '

Discretely Presented Component Unit

Changes in debt for the year ended September 30, 2025, consisted of the following:

Balance Balance Duein

QOctober 1, September 30, One

2024 Additions  Retirements 2025 Year
Bonds Payable 49,787 (24,139) 25,648 25,648

Direct Borrowings (Notes Payable)
Housing 30,000 30,000 30,000
Total governmental

long-term liakilities 79,787 {24,139) 55,648 55,648

Bonds Pavable

Bonds payable issued January 15, 2010, due in annual
installments varying from year to year until maturity in
December 2025, interest at 3.00%. 25,648
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NOTE 7.

NOTE 8.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

LONG-TERM DEBT (Continued)

Discretely Presented Component Unit {Continued)
Bonds Payable (Continued)

Aggregate annual principal and interest payments applicable to Bonds Payable are:

Years Ending
September 30, Principal Interest  Total

2026 25,648 696 26,344

Direct Borrowings - Notes Payable

Note payable issued October 1, 2007, with 0.00% interest
and no stated maturity. 30,000

LEASES
Lessor

The City leases a property to Lexcares, Inc., a nonprofit corporation, for the purposes

of operating an assisted living and independent living facility with the City of Lexington,
Nebraska. Unless earlier termination of the lease is agreed upon batween both parties,
this iease is in force for ten years expiring July, 2032. The tenant has the right to extend
the lease on the same terms for two consecutive five year pericds. Quarterly payments
of $33,400 are due beginning in November 2022, No interest rate was explicitly stated
within the agreement and therefore the present value of the lease payments and related
deferred revenue was calculated using the City's incremental borrowing rate. :

‘The City teases rental space on water towers to various cellular phone providers. Expiration

of these lease agreements range from January 2027 to June 2038.

Lessee

The City leases equipment under a non-cancelable lease with.an interest rate of 2.52%
maturing in August of 2025 within the governmental funds. As of September 30, 2025, the

‘City has capitalized a right-to-use asset on the government-wide statement of net position in

the amount of $462,486 and accumulated amortization of $462,486.

The City leases a solar electrical generating facility and carport which matures in
February of 2027 within the business-type funds. As of September 30, 2025, the City has
capitalized a rightto-use asset of $177,289 and accumulated amortization of $118,192.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 8. LEASES (Continued)

Aggregate annual principal and interest allocations applicable to lease obligations of the
governmental activities are:

Years Ending
September 30, Principal  Interest Total

2026 170,295 170,295

Aggregate annual principal and interest allocations applicable to lease cbligations of the
business-type activities are:

Years Ending

September 30, Principal  [nterest Tatal
2026 13,678 5,122 18,800
2027 : 88,762 4,438 93,200

102,440 9,660 112,000

l.ease obligation activity for the year ended September 30, 2025 is as follows:

Beginning Ending

Balance Additions  Reductions Balance
Governmental 206,144 125,849 170,295
Business-Type 115,467 13,027 102,440

NOTE 9. INTERFUND TRANSACTIONS

Interfund receivable and payable activity represents transactions between the different funds
under the City's control. In most cases, these balances represent short-term advances from |
one fund to another, However, the City estimates that those balances exceeding $500,000
will hot be paid back within one year. The interfund balances are as follows:

Fund Due From Due To
General 1,190,000
Federal grants
Street 187,442
Efectric 1,921,464
Ambulance L 135,778
Water . 93,721, .
Sewer 689,407

2,108,906 2,108,906
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NOTE ©.

NOTE 10.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

INTERFUND TRANSACTIONS (Continued)

Transfers are used to move revenues from the fund that a statute or the budget requires

to collect them, to the fund that a statute or the budget requires to expend them; to move
unrestricted revenues collected in the General Fund to finance various programs accounted
forin other funds in accordance with budgetary authorizations; and to report other cost
allocations between funds. The interfund transfers are as follows:

Fund

General

Street

Economic Development
Debt Service

Electric

Sanitation

L.andfill

RETIREMENT PLANS

Transfers In  Transfers Qut

2,047,770
2,214,070 750,409
333,500
978,184 166,000
2,675 564,160
15,000
15,000

3,543,339 3,543,339

The City participates In five employee retirement plans as follows:

Name of Plan
City General Plan
Police & Firefighters Plan (Pre-1984)
Police Plan
Fire Department Service Award Program

Deferred Compensation

Type of Plan

Defined Contribution Plan
Defined Benefit Plan
Defined Contribution Plan
Defined Contribution Plan

Defined Contribution Plan

All plans are administered by outside trustees and are not included in the City's basic financial

statements.

City General Plan

City employees, except policemen, after meeting one year of service, are required to
participate in a defined contribution ptan contributing a minimum of 8% of their salary to the
plan. These employee contributions are matched by the City up to 6%. Vesting provisions for
City contributions provide for a period of up to seven years to become fully vested. Employee
contributions are 100% vested immediately. All ptan contributions are held and invested

by the Union Bank and Trust of Lincoln with respect to their duties, but are reimbursed by
Nebraska Public Employees Retirement Systems (NPERS) for their actual and necessary

expenses incurred in the performance of their duties.
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NOTE 10.

NOTE 11.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

RETIREMENT PLANS (Continued)

Police and Firefighters Plan (Pre-1.984)

As of September 30, 2025, two empioyees, one currently employed and one retired and
receiving benefits, qualify under the Pre-19284 Plan. No liability has been recorded on the
government-wide financial statements as the participants' defined contribution balance is
sufficient to cover any future annuity payments.

Police Plan

The City's police officers are covered under a defined contribution pian, with all funds heid
at Union Bank and Trust of Lincoln. Both the empioyee and the City contribute 7% of the
employee's earnings. After the completion of four years of service, the vesting percentage
increases by 10% for each additional completed year of service, up to 100%. Employee
contributions are 100% vested immediately.

Fire Department Service Award Program

City fire fighters and rescue volunteers are covered under a defined contribution plan, with
all funds held at Union Bank and Trust of Lincoln. The City makes contributions based on
voluntary services for fire fighters.

Deferred Compensation

The City offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457, The plan assets are held in trust and all are solely
the property and rights of the plan. They are not subject to the general creditors of the
City. Thus, they are not included in these financial statements. Contributions by the City
for each employee is outlined in their employment agreements.

LANDFILL CLOSURE COSTS

State and federal laws and regulations required the City to place a final cover on its landfill
site when it stopped accepting waste and to perform certain maintenance and monitoring
functions at the site for thirty year after closure. The $283,412 reported as post closure care
iiahility at September 30, 2025, represents the cumulative amount reported to date based
on the use of 100% of the estimated capacity of the landfill. The City closed the landfill in
May, 1999. Actual post closure costs may be higher due to inflation, changes in technology,
or changes in regulations.

The City is required by state and federal laws and regulations to make annual contributions
to finance post closure care. The City is in compliance with these requirements, and, at
September 30, 2025, cash of $306,397 is held for these purposes. The City may need

to cover any additional expenses with future contributions.
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NOTE 12.

NOTE 13.

NOTE 1.4.

CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

CONTINGENCIES

Federal and State Grants - In the normal course of operations, the City receives grant funds
from various federal and state agencies. The grant programs are subject to audit by agents
of the granting authority, the purpose of which is to ensure compliance with conditions
precedent to the granting of funds. Any liakilities for reimbursement which may arise as

a result of these audits are not believed to be material.

RISK MANAGEMENT

The City is exposed to various risks of loss related to toris; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The City purchases commercial insurance for general liability, public officials' liability,
property coverage, workers' compensation coverage, commercial excess liability coverage,
and crime and blanket bond coverage to minimize the effects of possible exposure to these
risks. There have been no significant reductions in insurance coverage from coverage in the
prior year. During the past three fiscal years, there have been no settlements exceeding the
amount of the City's insurance coverage.

AGREEMENTS

Management Agreement

The City has an agreement with Lexington Public Schools (the Schools) and Lexington
Community Facilities Agency regarding the use, operation, maintenance, and lease of
facilities jointly shared and constructed by above parties. The Schools are required to
maintzin the property. The City's original contribution towards construction constitutes
sufficient consideration to cover future use of the facility by the City.

Communication Center Agreement

The city has an agreement with Dawson County, Nebraska (the County), regarding a
combined communication center to cover police and fire services on a 24-hour basis.
The City pays an agreed-upon fee determined annually to the County.

Rural Fire District Agreement

The City has an agreement with the Lexington Rural Fire District (the District) for the City
to provide fire and rescue protection for the District. The District reimburses the City for
its share of costs.

Nebraska Public Power District

The City has an agreement with Nebraska Public Power District for the maintenance,
operation, and capital improvements for their electric system.
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CITY OF LEXINGTON, NEBRASKA
NOTES TO THE FINANCIAL STATEMENTS

NOTE 15. ENVIRONMENTAL REMEDIATION

The City is subject to laws and regulations relating to the protection of the environment.
The City's policy is to accrue environmental and cleanup related costs of a non-capital
nature when it is both probable that a liabllity has been incurred and when the amount
can be reasonable estimated. Although it is not possible to quantify with any degree of
certainty the potential impact of the City's continuing compliance efforts, management
believes any future remediation or other compliance related costs witl not have a material
adverse effect on the financial condition or reported results of operations of the City.

NOTE 16. SUBSEQUENT EVENT
In preparing the financial statements, the City has evaluated events and transactions

for potential recognition or disclosure through September 9, 2026, the date the
financial statements were available to be issued.
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#NAME?

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
ALL-PURPOSE FUND
YEAR ENDED SEPTEMBER 30, 2025

Qriginal and Variance
Final Positive
Budget Actual {(Negative)
REVENUES
Taxes -
Property taxes 1,778,717 2,415,789 637,072
Sales faxes 2,800,000 3,126,278 326,278
Franchise fees 1,296,200 1,258,655 (37,645)
Other taxes 265,000 265,881 881
Charges for services 29,829,997 28,572,965 {1,357,032)
Licenses, fees, and permits 26,000 37,553 11,553
Intergovernmental 5,656,759 3,622,424 {2,034,335)
Loan principal collected 906,931 874,143 (32,788)
interest 257,600 282,101 24,601
Donations and private grants 197,500 324,010 126,510
Miscellaneous 636,650 1,101,189 464,539
Debt proceeds 2,500,000 (2,500,000)
Transfers in 3,907,378 3,543,339 (364,039)
Total revenues 50,158,632 45,424,227 (4,734,405)
EXPENDITURES
Governmental
General government 757,591 2,769,380 (2,01.1,789)
Public Safety 3,904,150 2,719,366 1,184,784
Public Works 1,564,833 1,533,487 31,346
Health and Welfare 114,367 257,752 (143,385)
Culture and Recreation 2,372,819 2,266,697 106,122
Community Development 7,406,884 1,000,820 6,406,064
Business-Type
Electric 17,851,450 18,003,812 (152,362)
Water 1,505,028 1,496,922 8,106
Sewer 1,565,961 1,440,465 125,496
Sanitation and Landfill 4,009,671 662,789 346,882
Ambulance 1,568,722 43,752 1,524,970
Capital outlay 8,237,194 5,777,641 2,459,653
Debt service 2,216,038 1,681,900 534,138
Transfers out 3,907,378 3,643,332 364,039
Total expenditures 53,982,086 43,198,122 10,783,964
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#NAME?

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE
ALL-PURPOSE FUND
YEAR ENDED SEPTEMBER 30, 2025

Criginal and Variance
Final Positive
Budget Actual (Negative)
NET CHANGE IN FUND BALANCE 2,226,105
FUND BALANCE, beginning of year 15,745,928
FUND BALANCE, end of year 17,972,033
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NOTE 1.

CITY OF LEXINGTON, NEBRASKA
NOTES TO BUDGETARY COMPARISON SCHEDULES

BUDGETARY INFORMATION

In compliance with Nebraska State Statutes, the City adopts a unified budget that encompasses
all governmental funds, proprietary funds, and discretely presented component units. It is
prepared on the modified cash basis which differs from that used to present the financial
statements in accordance with generally accepted accounting principles. Such differences

and their effect are summarized as follows:

Revenue over expenditures and
other financing sources (uses) -

Budgetary Basis ' 2,226,105
Accrual adjustments 2,221,115

Revenue over expenditures and
other financian sources (uses) -

Generally Accepted Accounting
Principles 4,447 221
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DANA F. COL.E
& COMPANY we

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S 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

To the Honorable Mayor and
Members of the City Council
City of Lexington, Nebraska

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, the financial statements of the governmental
activities, the business-type activities, the aggregate discretely presented component unit, and each
major fund of the City of Lexington, Nebraska, as of and for the year ended September 30, 2025,

and the related notes to the financial statements, which collectively comprise the City of Lexington,
Nebraska's basic financial statements, and have issued our report thereon dated September 9, 2026.

Report on internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Lexingion,
Nebraska'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 opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the City of
Lexington, Nebraska's Internal control. Accordingly, we do not express an opinion on the effectiveness
of the City of Lexington, Nebraska'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 contro! over financial reporting that
might be material weaknesses or significant deficiencies, and therefore, material weaknesses or
significant deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. We identified
a certain deficiency in internal control, described in the accompanying schedule of findings and responses
as item 2025-001, that we consider to be a significant deficiency.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Lexington, Nebraska'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.

City of Lexington, Nebraska’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City of
Lexington, Nebraska's response to the findings Identified in our audit and described in the
accompanying schedule of findings and responses. The City of Lexington, Nebraska's response was
not subjected to the other auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on the response.

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 City of Lexington,
Nebraska'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 City of Lexington, Nebraska's internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

WJ%%/MMW [LP

Minden, Nebraska
September 9, 2026
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2025-001

CITY OF LEXINGTON, NEBRASKA
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2025
RELAINCE UPON THE AUDITOR

Criteria

As described in our engagement letter, management is responsible for establishing
and maintaining internal controls, including monitoring, and for the fair presentation
of financial statements, including the notes to the financial statements, in conformity
with accounting principles generally accepted In the United States of America.

Condition and Context

Management should possess the ability to prepare the entire financial statement
package in accordance with accounting principles generally accepted in the United
States of America without the assistance from the auditors. The auditors provided
adjusting entries during the year to adjust trial balance accounts for use in preparing
the financial statements.

Cause

City personnel relied on the auditor to provide certain year-end adjusting entries.
Potential Effect

The potential exists that a material misstatement of the financial statements could
oceur and not be prevented or detected by the City's internal control,

Recommendation

We recommend that the City review and approve the adequacy of the financial
statements and disclosures and also approve and record the adjusting journal
entries provided.

Views of Responsible Officials and Corrective Action Plan

The City relied of the auditor to record necessary adjustments for proper presentation
of the financial statements and note disclosures. The City review such financial
statements and approves all adjustments. The City also uses analytic procedures
among other procedures necessary to complete the management discussion and
analysis.
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CITY OF LEXINGTON, NEBRASKA
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED SEPTEMBER 30, 2025

None reported.
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