CITY COUNCIL

Tuesday, December 9, 2025 | 1:00 PM
Council Chamber- City Hall
900 Church Street
Lynchburg, VA 24504

AGENDA

. Agenda ltems

1.1. Consideration of a closed meeting, pursuant to § 2.2-3711(A)(8) of the Code of
Virginia, 1950, as amended, to consult with legal counsel representing the City,
regarding specific legal matters that require the provision of legal advice; the
subject of the closed meeting being specific to providing legal advice and legal
guidance regarding (i) a Councilmember's involvement in personnel matters that
are the responsibility of the City Manager; (ii) a Councilmember's inappropriate
treatment of City staff and Council appointees; and (iii) other matters related
thereto that are applicable to Councilmember conduct.

.2. FY 2025 Annual Comprehensive Financial Report (ACFR) and Related Reports
I1.3. Consideration of approving the cancellation of the December 9, 2025, meeting.
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City Council
Agenda Item [.2.
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-

AGENDA ITEM SUMMARY
MEETING DATE PRESENTED BY

December 9, 2025 Donna Witt, Chief Financial Officer

AGENDA ITEM # 1.2
FY 2025 Annual Comprehensive Financial Report (ACFR) and Related Reports

RECOMMENDATION

Hear a presentation on the FY 2025 Annual Comprehensive Financial Report from the City’s
auditors.

SUMMARY

Representatives from the City’s external auditing firm, Brown Edwards, LLC, will present the results
of the annual audit to City Council. The following reports will be discussed:

e FY 2025 Annual Comprehensive Financial Report

¢ Audit Committee Letter (ACL) — Required Communication with those Charged with
Governance - City of Lynchburg

e Management Letter (ML) — City of Lynchburg

¢ Audit Committee Letter (ACL) — Required Communication with those Charged with
Governance — Lynchburg City Schools

e Management Letter (ML) — Lynchburg City Schools

¢ Independent Auditor’'s Report on Applying Agreed —Upon Procedures — City of Lynchburg’s
Sheriff's Office

¢ Independent Auditor’'s Report on Census Data submitted to the Virginia Retirement System-
City of Lynchburg

PRIOR ACTION(S)

None

FISCAL IMPACT

None

CONTACT(S)
Donna Witt, Chief Financial Officer

ATTACHMENT(S)
1. 06-25 ACFR - City of Lynchburg Virginia - Final
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06-25 ACL - City of Lynchburg Virginia - Draft
06-25 ML - City of Lynchburg Virginia - Final
06-25 ACL - Lynchburg City Schools - Draft
06-25 ML - Lynchburg City Schools - Final

6.25 Sheriff AUP RPT - City of Lynchburg - Final
6.25 City & Schools VRS Report

NOORWN

REVIEWED BY

TN s

Donna Witt, Chief Financial Officer

Date: December 07, 2025

/ e S
N 4L \

. !

P ; \%/}1 4 :_y’i*w/
Gregory Patrick, Deputy City Manager

Misaf. Fans

Alicia Finney, Clerk of Council

Date: December 07, 2025

Date: December 07, 2025
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CITY OF
LYNCHBURG, VIRGINIA

Annual Comprehensive Financial Report
for the fiscal year ended June 30, 2025
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ANNUAL COMPREHENSIVE
FINANCIAL REPORT
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VIRGINIA

Prepared by:
Financial Services
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THE CITY OF LYNCHBURG
OFFICE OF THE CITY MANAGER

900 Church Street
Lynchburg, VA 24504

December 2, 2025

The Honorable Mayor and Members of the City Council
City of Lynchburg, Virginia

The Annual Comprehensive Financial Report (ACFR) for the City of Lynchburg, Virginia, (City) for the
year ended June 30, 2025, is hereby submitted in accordance with the City Code and State statutes. Responsibility
for both the accuracy of the data and the completeness and fairness of the presentation, including all disclosures,
rests with management of the City. With reasonable assurance, based upon a comprehensive framework of internal
controls, the enclosed data is accurate in all material respects and is reported in a manner designed to present fairly
the financial position, results of operations, and cash flows, as applicable, of the various funds and component
units of the City. All disclosures necessary to enable the reader to gain an understanding of the City’s financial
activities have been included.

State law and City Code require the financial statements of the City be audited by an independent certified
public accountant. Brown, Edwards & Company, LLP has performed an audit of the ACFR. The independent
auditor’s report, including opinions on the basic financial statements of the government-wide and fund financial
statements, is contained in the Financial Section of this report. Brown, Edwards & Company, LLP also audited
the component unit financial statements of the Lynchburg City Schools (LCS) and the Greater Lynchburg Transit
Company (GLTC).

Management’s Discussion and Analysis (MD&A) immediately follows the independent auditor’s report.
The information presented in the MD&A provides a narrative introduction, overview, and analysis of the basic
financial statements and should be considered in conjunction with additional information provided in this Letter
of Transmittal.

The financial reporting entity includes all funds of the primary government (i.e., the City of Lynchburg),
as well as its component units. The City provides a full range of municipal services including general
administration, legal counsel, police, fire protection and emergency medical services, parks and recreation,
libraries, museums, juvenile and social services, maintenance of streets and highways, economic development,
tourism and community development. The City also owns and operates water, sewer and stormwater systems and
a regional airport. The City’s discretely presented component units, LCS, Business Development Centre, Inc., and
GLTC, provide public education, various small business services, and public transportation, respectively, to the
local community. Each of these component units’ governing bodies is appointed by City Council. Excluded are
the financial statements of the Lynchburg Redevelopment and Housing Authority and the City’s Economic
Development Authority (EDA). These organizations are associated with the City, but are legally separate entities.
Also excluded are the financial statements of the Blue Ridge Regional Jail Authority, Horizon Behavioral Health,
and the Region 2000 Services Authority, which are jointly governed organizations.

City Council has approved Debt Management, Fund Balance, Budget, and Investment policies to guide
fiscal decision-making and to ensure continued strong financial health. These policies were revised and reaffirmed
i
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by City Council in January 2023. During the fiscal year, adherence to these financial policies guide the City’s
management of its investment portfolio, the maintenance of budget reserve levels, and the development of the
Capital Improvement Program.

As required by law, each year, at least 45 days prior to June 30, the City Manager submits to City Council
a recommended balanced budget for the fiscal year beginning July 1. After citizen engagement, budget
preparation, and a Council review process that includes a budget retreat, multiple work sessions, and any
applicable public hearings, City Council adopts the annual budget. The annual budget includes all funds
represented in the City’s ACFR. The budget must be adopted no later than the day the fiscal year begins (July 1).

The City of Lynchburg was incorporated in 1805 by .the Virginia General Assembly and became an
independent city in 1852. Encompassing 50 square miles, Lynchburg is located adjacent to Amherst, Bedford, and
Campbell Counties, on the eastern edge of the beautiful Blue Ridge Mountains, and is within 54 miles of the
geographic center of the Commonwealth of Virginia. The County of Appomattox is also included in the
Lynchburg Metropolitan Statistical Area. With an estimated population of 81,782, Lynchburg is an important
commercial center for the four-county region known as Central Virginia. It serves a regional population of just
over 267,000 and benefits from an economy that remains diversified among the manufacturing, health services,
technology, retail, trade, and higher education sectors. The City is home to five colleges and universities with a
sixth in Amherst County.

The City of Lynchburg has been organized under the Council-Manager form of government since 1920.
City Council is the governing body that makes all policy decisions for the City. City Council is elected by the
voters and is comprised of seven members, who elect amongst themselves the Mayor and Vice-Mayor for a two-
year term. Three City Council members are elected at-large and four are elected from wards. Terms are four years
and are staggered so a portion of Council is elected every two years. City Council appoints a City Manager to act
as administrative head of the City. The City Manager serves at the pleasure of City Council to carry out its policies
and direct and oversee City operations. The City Manager has the power of appointment and removal of the
directors and employees of all departments of the City.

Local Economic Condition and Outlook

Lynchburg is a city that makes things and produces talent for the world. Top industries include nuclear
engineering, manufacturing, healthcare and social assistance, retail trade, and higher education. With five colleges
and universities, Lynchburg’s professional and knowledge economy is driven by “meds and eds.” These sectors
of the local economy are known as “Anchor Institutions.” Additionally, there is a large manufacturing base and
the nuclear workforce is above the national average. Sports tourism has grown to include the Professional Disc
Golf Association World Championship in Fall 2024 with a contract for the Disc Golf Pro Tour Championship in
October 2025. Combined, these contribute to the growth of the hospitality and tourism sectors with Lynchburg
being the central entertainment, visitor, and employment hub for the region.

. The Lynchburg business community continues to lead the regional economy with significant capital
investment and job creation. In Spring 2025 Delta Star announced a $35 million investment to expand their
Lynchburg operations. The expansion will create 300 jobs. In Summer 2025 Delta Star opened a $30 million,
80,000 square foot steel fabrication facility which added 155 new jobs by June 2024.

The City continues to maintain its role as an employment and commercial center for Central Virginia. In
FY 2025, real property values reflected additional growth based on new construction after the reassessment in
2023 (effective FY 2024). Personal property assessments experienced additional growth over FY 2024 due to the
inflated cost of vehicles combined with more availability. Consumption driven revenues, including sales, meals,
and lodging taxes, reflected limited growth over FY 2024 due to higher inflation. Looking ahead, real property
assessments will increase again with the 2025 reassessment and personal property values are projected to grow
slightly compared to FY 2025, again, due to continued inflation.

ii
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As part of a long-term financial plan, revenue projections are developed with a focus on ensuring forecasts
are based on the latest economic conditions as well as changes in consumer spending. The City’s Fund Balance
Policy is used to ensure the City has sufficient working capital and a comfortable margin of safety to address
emergencies and unexpected declines in revenues without the need to borrow. The balance in excess of policy
requirements is used as a source of one-time funds for items such as pay-as-you-go projects within the Capital
Improvement Program and other City Council initiatives.

Through collaborative meetings between City Council and the City Manager, City Council identified
priorities to move Lynchburg forward in the areas of Public Safety, Infrastructure, Lifelong Learning, Economic
Development, and Quality of Life.

Major Initiatives and Accomplishments

Education

With the adoption of the FY 2026 Budget in June 2025, the City committed $64.9 million over three years
to support Lynchburg City School (LCS) facility maintenance and infrastructure. This is the largest investment
in LCS since the construction of Heritage High School in 2017.

Infrastructure

Infrastructure improvements in FY 2025 included the opening of a 96,000 square foot state-of-the-art
Police Department Headquarters, the completion of the removal of College Lake Dam, and the continuation of
the Streetscape Improvements Downtown project. Groundbreaking for the City’s new amphitheater on the
riverfront occurred in Spring 2024 with completion anticipated in early 2026.

Fleet Services

The City of Lynchburg’s Department of Fleet Services has once again earned national acclaim, ranking
fifth in the National Association of Fleet Administrator’s (NAFA) 100 Best Fleets competition for both 2024 and
2025. This marks the third consecutive year of recognition.

Technology

The City of Lynchburg was once again recognized nationally as a leader in using information technology
to assist in service delivery. In its annual Digital Cities Survey, conducted in 2024, e. Republic’s Center for Digital
Government and Digital Communities Program ranked Lynchburg fifth in the nation among city governments in
the 75,000 — 124,999 population category. Lynchburg has been ranked in the top ten since 2004, ranking first for
communities of its size in four of those years.

Transportation

Greater Lynchburg Transit Company provides critical public bus and paratransit services for Lynchburg
citizens. GLTC operates 14 bus routes within the City of Lynchburg and a portion of Madison Heights.

The City is also served by the Lynchburg Regional Airport (LRA), a Federal Aviation Administration-
designated small non-hub commercial airport with a full array of aeronautical services including emergency med-
flight services, flight training, aircraft maintenance and avionics and fuel services.

Water Resources

1ii
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Since the project in 2024, Water Resources has overseen the excavation of about 2,000 linear feet of
Blackwater CSO Tunnel. Once complete, the nearly mile-long tunnel will temporarily store excess sewage and
stormwater during major rain events. -This project is expected to bring the City to a 98% reduction in CSO
overflow volume since the program began in 1979.

Prospects for the Future

As the City moves forward in an ever-changing environment, it faces many challenges as a central city.
With a growing population, over 28,000 degrees and certificates conferred, and expanded tourism events for both
groups and sports, the City remains livable, affordable, and beautiful with a strong sense of inclusion and
community.
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Independent Auditor’s Report

To the Honorable Members of the City Council
City of Lynchburg, Virginia
Lynchburg, Virginia

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City of Lynchburg, Virginia (the “City”) as of and for the year ended
June 30, 2025, and the related notes to the financial statements, which collectively comprise the City’s
basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the aggregate
discretely presented component units, each major fund, and the aggregate remaining fund information
of the City of Lynchburg, Virginia, as of June 30, 2025, and the respective changes in financial position and,
where applicable, cash flows thereof and the respective budgetary comparison for the General Fund 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, the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States, and Specifications for Audits of Counties, Cities, and
Towns issued by the Auditor of Public Accounts of the Commonwealth of Virginia. 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 Lynchburg, Virginia
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.

Change in Accounting Principle

As described in Note 9 to the financial statements, in 2025, the City adopted new accounting guidance,
GASB Statement No. 101, Compensated Absences; our opinion is not modified with respect to this matter.

www.becpas.com
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the City of Lynchburg’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 obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with 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 involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

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

e |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 include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the City of Lynchburg’s internal control. Accordingly, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the City of Lynchburg’s ability to continue as a going concern
for a reasonable period of time.
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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 other required supplementary information, as listed in the table of contents, be presented
to supplement the basic financial statements. Such information is the responsibility of management, and,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with 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
assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City of Lynchburg’s basic financial statements. The accompanying combining and individual
nonmajor fund financial statements and passenger facility charges schedules are presented for purposes
of additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements. The information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the combining and individual nonmajor fund financial
statements are fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory and statistical sections but does not include the basic financial statements and
our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
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basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 2,
2025 on our consideration of the City’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City’s internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering the
City’s internal control over financial reporting and compliance.

%,W Kéyﬂ«;,gﬂ{’f?

CERTIFIED PUBLIC ACCOUNTANTS

Roanoke, Virginia
December 2, 2025
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CITY OF LYNCHBURG, VIRGINIA

Management’s Discussion and Analysis

The Management’s Discussion and Analysis (MD&A) of the City of Lynchburg’s (City) financial statements offers readers a
narrative overview and analysis of the City’s financial activities for the fiscal year ended June 30, 2025. The Lynchburg City Schools
(Schools) component unit is included in this narrative also. The information presented here should be considered in conjunction
with additional information provided in the Letter of Transmittal.

FINANCIAL HIGHLIGHTS

e The total assets and deferred outflows of resources of the City exceeded its total liabilities and deferred inflows of resources at
June 30, 2025 by $659.4 million (net position). Unrestricted net position of $39.3 million represented $5.6 million for
governmental activities, which included the general fund, and $33.7 million for business-type activities, which included the
enterprise funds (water, sewer, stormwater, and airport).

e The general fund’s unassigned fund balance of $47.4 million was 20.3% of total general fund revenues, which were $233.4
million. This was $24.1 million more than the City Council adopted unassigned fund balance policy requirement of 10%, or
$23.3 million.

e In comparison with the prior fiscal year, the City’s total net position increased 7.7%, or $47.4 million, from FY 2024. Net
position of governmental activities increased 6.0 %, or $18.1 million, from FY 2024; and, net position of business-type activities
increased 9.4%, or $29.3 million. The Schools’ component unit total net position of ($60.1) million increased 2.1%, or
$1.3 million from FY 2024.

e The City’s total revenues of $359.2 million increased 9.3%, or $30.5 million, and total expenses of $311.8 million increased
8.7%, or $24.9 million, from FY 2024. General revenues of $183.8 million were $47.4 million more than the expenses net of
program revenues of $136.4 million.

e  For the current fiscal year, the City’s total liabilities and deferred inflows of resources of $622.4 million decreased $7.0 million
from FY 2024.

e The City decreased its overall debt by $0.9 million. Governmental activities decreased by $3.2 million and business-type
activities increased by $2.3 million. This includes the issuance of new debt totaling $21.1 million, of which $8.6 million was
for governmental activities and $12.5 million was for business-type activities. Debt retirements, through a combination of
planned retirements and lease payments, totaled $22.0 million; of which $11.8 million was for governmental activities and
$10.2 million was for business-type activities. The City’s general obligation bonds continued to maintain an Aa2 rating from
Moody’s Investors Service; an AA+ rating from Fitch Ratings; and, an AA+ from Standard & Poor’s Global Ratings Services.

OVERVIEW OF THE FINANCIAL STATEMENTS

This Management’s Discussion and Analysis is intended to serve as an introduction to the City of Lynchburg’s basic financial
statements. The basic financial statements are comprised of three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial statements. This report also contains other supplementary information in
addition to the basic financial statements including budgetary comparisons.

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. One of the most important questions asked about the City’s finances is, “Is the City as a whole
better or worse as a result of the year’s activities?”. The Statement of Net Position and the Statement of Activities report information
about the City as a whole and about its activities in a way that helps answer this question. These statements include all assets and
liabilities using the accrual basis of accounting, which is similar to the accounting used by most private-sector companies. All of
the current year’s revenues and expenses are taken into account regardless of when cash is received or paid.

The Statement of Net Position and the Statement of Activities report the City’s net position and changes in net position. One can
think of the City’s net position — the difference between assets plus deferred outflows of resources and liabilities plus deferred
inflows of resources — as a way to measure the City’s financial health, or financial position. Over time, increases or decreases in net
position help determine whether the City’s financial position is improving or deteriorating.

Sa
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In the Statement of Net Position and the Statement of Activities, the City is divided into the following:

Governmental activities - The City’s basic services are reported here: general government, police, fire and emergency medical
services, public works, juvenile and social services, parks and recreation, community development, and fleet internal services.
Property taxes, other taxes, and intergovernmental revenue are the primary sources that finance these activities.

Business-type activities - The financial information for the water, sewer, stormwater, and airport activities are reported here. The
City charges a fee to customers to fund all or most of the cost of services provided by these activities.

Component units - The City also includes three separate legal entities in its report — the Lynchburg City Schools, the Greater
Lynchburg Transit Company, and the Business Development Centre, Inc. While these represent legally separate entities, their
operational or financial relationship with the City makes the City financially accountable.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts used to maintain control over resources segregated for specific activities or objectives. The
City uses fund accounting to ensure and demonstrate fiscal accountability. As described in the following information, the City uses
governmental, proprietary, and fiduciary fund financial statements to provide detailed information regarding its most significant
funds.

Governmental Funds

Governmental funds report most of the City’s basic services. The funds focus on cash and other financial resources that can be
readily converted to cash flows in and out, and balances left at year-end that are available for future spending. Consequently, the
governmental funds statements provide a near or short-term view of the City’s finances that helps the reader determine whether there
are greater or fewer financial resources available in the near future to finance City programs. Because this information does not
encompass the long-term focus of the government-wide statements, additional information is provided at the bottom of the
governmental funds statements to explain the relationship (or differences) between them.

Proprietary Funds

Proprietary funds report the same functions that are presented as business-type activities in the government-wide financial
statements. Proprietary funds are classified as enterprise or internal service funds. An enterprise fund reports any activity for which
fees are charged to external users for goods or services. Internal service funds account for goods and services provided on a cost
reimbursement basis from activities within the government. The City maintains the accounting for four enterprise funds: water,
sewer, stormwater, and airport operations; and an internal service fund to account for its fleet services. Because fleet services
predominantly benefit governmental rather than business-type functions, the internal service fund is included within governmental
activities in the government-wide financial statements.

Custodial Funds
Custodial funds account for assets held by the City in a trustee capacity or as an agent for others. Activities from custodial funds
are not included in the government-wide financial statements because the City cannot use these assets for its operations.

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.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required supplementary
information concerning the City’s progress in funding its obligation to provide pension benefits and other postemployment benefits
to its employees.

The combining and individual fund statements and schedules for all nonmajor funds include the governmental, special revenue, and
capital projects funds. Budget to actual statements are provided for governmental and special revenue funds with legally adopted
budgets. The City’s and the Schools’ financial statements are included in one Annual Comprehensive Financial Report. The Greater
Lynchburg Transit Company and the Business Development Centre, Inc. issue separate reports. Other Supplementary Information
for the City and Schools includes a Statistical Section, Schedule of Expenditures of Federal Awards, and Schedules of Passenger
Facility Charges Revenues and Expenditures.

5b
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Position
The following table reflects condensed information for the City’s net position. Percentage changes in the table below were rounded
for the following narrative.

Summary of Statement of Net Position
As of June 30, 2025/2024
(in millions)

Governmental Business-Type Total Primary Percentage ~ Component Unit
Activities Activities Government Change Schools
2025 2024 2025 2024 2025 2024 2025-2024 2025 2024
Current and other assets $ 1849 $2150 $ 683 $§ 649 §$ 2532 § 2799 -10% $ 17.1  $ 202
Capital assets 494.0 467.0 494.2 461.4 988.2 928.4 6% 5.6 9.6
Net pension asset - - - - - - - 0.6 0.8
Total assets 678.9 682.0 562.5 526.3 1,241.4 1,208.3 3% 233 30.6
Total deferred outflows
of resources 349 28.6 5.5 4.5 40.4 33.1 22% 25.8 22.1
Long-term liabilities 321.2 326.5 210.4 207.9 531.6 534.4 -1% 76.4 81.3
Other liabilities 26.5 343 12.9 7.0 394 413 -5% 15.1 18.6
Total liabilities 347.7 360.8 223.3 214.9 571.0 575.7 -1% 91.5 99.9
Total deferred inflows
of resources 473 49.1 4.1 4.6 51.4 53.7 -4% 17.7 14.2
Net Position
Net investment in capital assets 305.5 273.4 306.9 277.7 612.4 551.1 11% 53 6.5
Restricted for Capital projects 33 7.7 - - 33 7.7 100% - -
Restricted for Grants and other 4.4 2.3 - - 4.4 2.3 91% - -
Net pension asset - - - - - - 0% 0.6 0.8
Unrestricted 5.6 17.3 33.7 33.6 39.3 50.9 -23% (66.0) (68.7)
Total net position $ 3188 $300.7 $340.6 $ 3113 $ 6594 $ 612.0 8% $ (60.1) $(61.4)

The City’s total net position of $659.4 million increased 7.7%, or $47.4 million, from FY 2024.

Net investment in capital assets of $612.4 million was 92.8% of total net position and increased 11.0%, or $61.3 million. Net position
invested in capital assets was not available for future expenses because the assets are facilities, equipment, and infrastructure, etc.
utilized to provide services. Please refer to Notes 8 and 9 of this report and the MD&A’s capital assets and long-term debt sections.

The City has unrestricted net position of $39.3 million, which is comprised of 14.0%, or $5.6 million, for governmental activities,
and 86.0%, or $33.7 million, for business-type activities. Unrestricted net position available for providing services to the citizens
decreased 22.8%, or $11.6 million from FY 2024. Restricted net position of $7.7 million primarily consists of grant funds restricted
mainly for public safety and health and human services.

The Schools’ component unit total net position of ($60.1) million increased 2.0%, or $1.3 million from FY 2024. Unrestricted net
position of ($66.0) million increased 3.9%, or $2.7 million from FY 2024.

5¢

Page 28 of 272



Statement of Activities
The City’s total revenues and expenses for governmental activities, business-type activities, and the Schools’ component unit are
reflected in the following table. Percentage changes in the table below were rounded for the following narrative.

Summary of Changes in Net Position
For Fiscal Years Ended June 30, 2025/2024
(in millions)

Governmental Business-type Total Primary Percentage Component Unit
Activities Activities Government Change Schools
Revenues: 2025 2024 2025 2024 2025 2024 2025/2024 2025 2024
Program Revenues:
Charges for services $ 187 $ 190 $ 584 $ 558 $ 771 $ 748 3% $ 24 $ 23
Operating grants/contributions 62.0 56.7 0.4 1.9 62.4 58.6 6% 106.5 104.8
Capital grants/contributions 7.6 8.5 28.3 5.4 35.9 13.9 158% - -
General Revenues:
Property taxes 99.9 95.7 - - 99.9 95.7 4% - -
Other taxes 68.0 66.9 - - 68.0 66.9 2% - -
Unrestricted intergovernmental 6.4 6.5 - - 6.4 6.5 -2% - -
Interest 59 8.2 24 29 83 11.1 -25% - -
Miscellaneous 0.8 0.6 0.1 0.1 0.9 0.7 29% 0.8 1.5
Gain on sale of assets 0.3 0.4 - 0.1 0.3 0.5 -40% - -
City appropriation - - - - - - - 37.0 41.2
Total Revenues 269.6  262.5 89.6 66.2 359.2 3287 9% 1467 149.8
Expenses:

General government 19.0 15.6 - - 19.0 15.6 22% - -
Judicial 8.9 8.3 - - 8.9 8.3 7% - -
Public safety 71.4 68.7 - - 71.4 68.7 4% - -
Public works 353 31.9 - - 353 31.9 11% - -
Health and human services 42.0 36.9 - - 42.0 36.9 14% - -
Cultural and recreational 14.7 14.8 - - 14.7 14.8 -1% - -
Community development 9.2 7.5 - - 9.2 7.5 23% - -
Education 44.9 47.9 - - 44.9 47.9 -6% 1454 1438
Interest & other fiscal charges 6.1 0.1 - - 6.1 0.1 6000% - -
Issuance costs - 0.6 - - - 0.6 100% - -
Stormwater - - 43 4.1 43 4.1 5% - -
Airport - - 6.4 6.0 6.4 6.0 7% - -
Water - - 19.1 16.5 19.1 16.5 16% - -
Sewer - - 30.5 28.0 30.5 28.0 9% - -

Total Expenses 251.5 2323 60.3 54.6 311.8 2869 9% 1454 1438

Increase in net position 18.1 30.2 293 11.6 47.4 41.8 13% 1.3 6.0

Net position beginning 300.7 2705 3113 2997 612.0 5702 7% (61.4) (67.4)

Net position ending $318.8 $300.7 $340.6 $311.3 $6594 $612.0 8%  $(60.1) $(61.4)
5d
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Governmental Activities
The City’s governmental activities are comprised of the general fund, fleet internal services fund, special revenue funds, and capital
projects funds. Total net position of $318.8 million increased 6.0%, or $18.1 million from FY 2024.

Revenue highlights:

Revenues from governmental activities of $269.6 million increased 2.7%, or $7.1 million from FY 2024.

Program revenues, specifically charges for services of $18.7 million had an overall decrease of $0.3 million. The decrease was
primarily due to the following: decrease in Opioid Abatement Settlement funds; offset by an increase in Ambulance service fees and
an increase of contributions to the Children’s Services Act.

Operating grants and contributions increased $5.3 million. The increase is primarily attributable to an increase in Judicial grants;
decrease in Public Safety grants; increase in Public Works grants for highway maintenance; and a significant increase in Health and
Human Services grants for Public Assistance.

Capital grants and contributions decreased $0.9 million primarily due to decreases in public works for the Virginia Dam Safety,
Flood Prevention and Protection grant; VDOT Federal grant reimbursements; decreases in grant reimbursements for Lynchburg City
Schools capital projects from CARES; School Construction Assistance Program (SCAP); and an increase in School construction
grant.

General revenues, specifically property taxes of $99.9 million, increased $4.2 million. Property taxes are comprised mainly of real
property and personal property taxes. The City’s general reassessment of real property occurs biennially and is effective on July 1
of the fiscal year. Real Estate taxes (including delinquent taxes) increased $1.9 million and personal property taxes (including
delinquent taxes) increased $1.6 million. Other property taxes increased $0.7 million.

Other taxes revenue of $68.0 million increased $1.1 million. Other taxes are comprised mainly of revenue from local sales, meals,
lodging, consumer utilities, business licenses, motor vehicle licenses, and communications sales and use taxes.

Unrestricted intergovernmental revenue of $6.4 million decreased $0.1 million
Interest income decreased $2.3 million due to less funds available to invest.

The following chart reflects the governmental activities distribution of revenues by source.

Revenue by Source-Governmental Activities

Property taxes
37.0%

Capital grants and
contributions
2.8%

Other Taxes

Operating grantsand____ / 25.2%

contributions

23.0% Unrestricted
mtergovernmental
Charges for services

0% Interest
2.2%
Miscellaneous
Gain on Sale of Assets 0.3%
0.1%

Se
Page 30 of 272



Expense highlights:

Governmental activities expenses of $251.5 million increased 8.3%, or $19.2 million from FY 2024. The increase is attributed to
the following: the continuing progression plan for salary adjustments for public safety; 3% salary increase for all city staff; health
and dental costs; health and human services costs including public assistance; juvenile services; Children’s Services Act; adoption;
and foster care along with a decrease in educational expenses of $3.0 million.

The following table indicates the total cost of services and net cost of services for governmental activities.

Net Cost of Governmental Activities
For Fiscal Years Ended FY 2025/2024
(in millions)

Percentage Percentage

Governmental Activity Total Cost of Services Change Net Cost of Services Change

2025 2024 2025-2024 2025 2024 2025-2024
General government $ 19.0 $ 15.6 22%  $ 17.6 $ 14.2 24%
Judicial 8.9 83 7% 3.0 1.9 58%
Public safety 71.4 68.7 4% 55.5 52.3 6%
Public works 353 31.9 11% 14.1 10.8 31%
Health and human services 42.0 36.9 14% 6.3 6.2 2%
Cultural and recreational 14.7 14.8 -1% 13.2 13.4 -1%
Community development 9.2 7.5 23% 6.1 4.9 24%
Education 44.9 47.9 -6% 41.2 43.7 -6%
Interest payments & other fiscal charges 6.1 0.1 6000% 6.1 0.1 6000%
Issuance Costs - 0.6 100% - 0.6 100%
Total Governmental Activities $ 2515 3 2323 83% $ 163.1 $ 148.1 10%

The four largest funded programs were public safety at 28.4%, or $71.4 million; local support for education at 17.9%, or
$44.9 million; health and human services at 16.7%, or $42.0 million; and public works at 14.0%, or $35.3 million. Education and

public safety continued to be high priorities for the City.

The governmental activities total cost of services increased 8.3% from the prior year with a 10.0% increase in the net cost of services.
The Statement of Net Position shows that the $251.5 million in governmental activities program expenses were financed by
$18.7 million from those receiving services, $62.0 million from operating grants and contributions, $7.6 million from capital grants
and contributions, and $163.1 million from general revenues. Overall, general revenues of $181.2 million were $18.1 million more
than the $163.1 million of expenses net of program revenues.
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The following graph compares governmental activities program expenses and program revenues along with general revenues funding
required for each program.

Program Expenses and Program Revenues - Governmental Activities
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Business-type Activities

The business-type activities are comprised of enterprise funds for water, sewer, stormwater, and airport operations. Total net position
of $340.6 million increased 9.4%, or $29.3 million from FY 2024.

Revenue highlights:

Business-type activities revenues of $89.6 million increased $23.4 million from the prior year.
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The following chart reflects the business-type activities distribution of revenues by source.

Revenues by Source - Business-type Activities

03.9

Expense highlights:
Business-type activities expenses of $60.3 million increased $5.7 million from the prior year.
Overall, business-type activities revenues of $89.6 million were $29.3 million more than expenses of $60.3 million.

The proprietary funds provide the same type of information reported in the government-wide financial statements for business-type
activities, but in more detail. Please refer to the MD&A section on Financial Analysis of the Fund Financial Statements-proprietary
funds for detailed analysis of the business-type activities major funds.
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The following graph compares the business-type activities program expenses and program revenues.

Program Expenses and Program Revenues - Business-type Activities
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Component Unit — Schools

The Schools’ component unit reported a total net position of ($60.1) million, reflecting a modest increase of $1.3 million from the
prior year, attributable to the use of available local resources while leveraging grant funding to support operations. Unrestricted net
position of ($66.0) million increased 3.9% or $2.7 million from FY 2024.

Revenue Highlights

Revenues for FY 2025 totaled $146.7 million, a decrease of approximately $3.0 million (2.0%) from FY 2024. State and federal
funding represented 72.6% of total revenues, while the City of Lynchburg contributed $37.0 million (25.3%) to educational
operations. Federal grants and state aid continued to provide significant support for instruction, food services, and technology
modernization. The division maintained a strong liquidity position with over $3.9 million in cash and cash equivalents, and a
continued commitment to maintaining healthy reserves across instructional and operational funds.

Expenditure Highlights

Total expenditures for FY 2025 were $149.3 million, a decrease of 5.1% from FY 2024, primarily due to leveraging grant funding
to offset local expenditures for instruction, maintenance, and employee compensation. Instructional spending accounted for $97.8
million (65.5%) of total expenditures, underscoring the division’s priority on classroom support and student learning. The division
invested in technology infrastructure, capital improvements, and instructional resources aligned with its strategic priorities. Pension
and OPEB obligations remained stable, with proactive funding through the Virginia Retirement System and continued monitoring
of postemployment benefit liabilities. Overall, the Schools closed FY 2025 with a balanced operational performance, sustaining
fiscal health while advancing educational quality across the division.
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FUND FINANCIAL ANALYSIS

Governmental Funds

Governmental funds include the general fund, special revenue funds, and capital projects funds. The focus of the City’s
governmental funds is to provide information on near-term inflows, outflows, and balances of spendable resources. Such information
is useful in assessing the City’s financing requirements. In particular, the unassigned fund balance may serve as a useful measure
of a government’s net resources available for spending at the end of the fiscal year.

e For FY 2025, the City’s governmental funds reported combined fund balances of $120.9 million, a decrease of $21.3 million
from FY 2024. Of that amount, $7.7 million was restricted; $50.5 million was committed; $15.3 million was assigned; and $47.4
million was unassigned. The general fund’s decrease in fund balance was $1.7 million. The City Capital Projects fund’s decrease
in fund balance was $24.6 million. The decrease is due to the completion of several major projects. The School Capital Projects
fund’s decrease in fund balance was $0.4 million, also due to the completion of several projects. Special revenue funds increase
in fund balance was $2.1 million.

e Asameasure of the general fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance
to total fund expenditures. Unassigned fund balance represents 20.3% of total general fund expenditures (including transfers
out), while total fund balance represents 32.8% of that same amount.

General Fund

The general fund is the chief operating fund of the City. The following graph and table present a five-year summary of financial
information for expenditures, revenues, and unassigned fund balance as well as a FY 2025 summarized comparison of amended
budget versus actual information. In accordance with the implementation of GASB 54, the technology fund is utilized for internal
reporting purposes only. For financial statement reporting, the technology fund is collapsed into the general fund. The five-year
summary includes the technology fund while the budget comparison does not. See further information in Note 1 to the Financial
Statements.

Five-Year General Fund Financial Summary
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General Fund Budgetary Highlights

Amended
Original Amended versus
Description Budget Budget Actual Actual
Revenues & Other Financing Sources
Taxes $ 1658 $ 1663 $ 1676 $ 1.3
Intergovernmental 43.4 44.8 43.9 (0.9)
Other 20.6 21.7 23.7 2.0
Total 229.8 232.8 235.2 24
Expenditures & Other Financing Uses
Expenditures 233.0 237.5 224.1 134
Transfers 33 9.4 9.4 -
Total 236.3 246.9 233.5 134
Change in Fund Balance $ 6.5) $ (140 $ 1.7 $ 158

Actual expenditures and other financing use of $233.5 million was less than revenues and other financing sources of $235.2 million
by $1.7 million, which resulted in a positive change in fund balance that was less than the amended budget projected decrease of
$14.1 million. The FY 2025 adopted budget included the use of $6.5 million of the FY 2024 General Fund’s unassigned fund balance
primarily to resource a planned $1.8 million transfer out for general government capital projects; $0.4 million transfer to the
technology fund for equipment purchases; $0.7 million transfer out to Fleet fund for vehicle purchases and debt service; and $0.4
million transfer to the City/Federal/State Aid fund for matching funds on grants. This transfer is in accordance with City Council’s
adopted Fund Balance Policy (reaffirmed in FY 2023) which states that funds in excess of the targeted fund balance of ten percent
(10%) of general fund revenues may be considered to supplement “pay-as-you-go” capital outlay expenditures, with the goal of
moving towards the target of fifteen percent (15%). In summary, actual revenues were above the amended budget by $2.4 million
and actual expenditures were below the amended budget by $13.4 million, resulting in a $15.8 million increase in fund balance for
FY 2025.

Actual revenues were greater than estimated and within 1.0%, or $2.43 million, of the amended budget. Personal property and
business license taxes, as well as permits/fees/licenses, charges for services, and interest earnings on investments were above the
amended budget for FY 2025. Intergovernmental revenue was on pace with the amended budget.

Actual expenditures and transfers were $13.4 million less than the amended budget with the following functions having unexpended
appropriations:

$1.3 million for general government

$0.1 million for judicial

$0.7 million for public safety

$2.2 million for public works

$1.9 million for health and human services
$0.4 million for cultural and recreational
$0.3 million for community development
$4.9 million for education

$1.5 million for debt service

Keeping consistent with Council adopted Financial Policies, City Council appropriated $1.2 million for a General Fund Reserve for
Contingencies. City Council authorized 9.7%, or $0.1 million in expenditures from this contingency for demolition of blighted
properties.
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From the original budget of $236.3 million, City Council approved budget amendments to increase the budget 4.5%, or $10.6 million,
resulting in an amended budget of $246.9 million. The budget amendments were primarily for the following purposes:

e  $3.3 million net increase for third quarter budget amendment requests. Each fiscal year, management reviews current
year expenditures and revenue collection patterns and presents to City Council a third quarter budget amendment. The
FY 2025 amendment was primarily for $2.0 million for health and human services; and $1.2 million for additional
Personal Property taxes and Interest on Investments.

e  $5.6 million increase to the budget for unexpended items requested to be re-appropriated in the current year to continue
programs (first quarter carryforward).

City Capital Projects Fund

The City capital projects fund accounts for the major construction projects of the City other than those financed by proprietary funds
or the school capital projects fund. Annually, the City adopts a five-year capital project plan. Year one of the plan is appropriated
for current year expenditures. The fund balance of $35.6 million decreased 40.9%, or $24.6 million from FY 2024.

Revenues, issuance of bonds, and transfers of $23.3 million decreased 41.6%, or $16.6 million primarily due to the following:

e  $15.7 million decrease in transfers from the general fund
e  $0.8 million decrease in interest earnings
e  $0.1 million decrease in bond proceeds

Expenditures and capital outlay of $47.9 million decreased 9.8%, or $5.2 million primarily due to the following:

$4.1 million increase in College Lake Dam removal

$3.5 million increase in Riverfront Park improvements

$1.6 million increase in transfers to the general fund

$1.0 million increase in Public Transit improvements

$0.7 million increase in Street Overlay expenses

$0.6 million increase in Ivy Creek Bridge- Structure #4 improvements

$0.6 million increase in John Lynch Bridge repairs

$0.6 million increase in Locust Thicket Phase II reimbursement

$0.5 million increase in Downtown Streetscape, Main Street East improvements
$9.8 million decrease in Police Department Headquarters construction

$4.4 million decrease in Rivermont Avenue bridge repairs

$1.8 million decrease in 12" Street Embankment repairs

$1.1 million decrease in Downtown Streetscape, Phase II improvements

$0.7 million decrease in Athletic Field maintenance

$0.6 million decrease in Bedford and Rivermont Avenue Intersection improvements

School Capital Projects Fund

The School capital projects fund accounts for the major construction projects of the Lynchburg City Schools. Annually, the City
adopts a five-year capital project plan. Year one of the plan is appropriated for current year expenditures. The fund balance of $4.2
million decreased 9.0%, or $0.4 million, from FY 2024.

Revenues, issuance of bonds, interest earned, and transfers of $5.0 million decreased 1.8%, or $0.1 million. The decrease is primarily
attributable to the following:

e  $2.9 million decrease in CARES, School Construction Assistance Program (SCAP), School Safety and Security (SAFE)
funding.
e  $2.8 million increase in State construction grant funding
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Expenditures and capital outlay of $5.4 million decreased 17.6%, or $1.2 million primarily due to the following:

$1.6 million decrease in Dunbar Middle School heating

$0.5 million decrease in Paul Munro HVAC system

$0.5 million decrease in Linkhorne Elementary air handlers

$0.4 million decrease in Existing school security vestibule glass improvements
$0.3 million decrease in LCS bus lot electrical upgrades

$0.3 million decrease in Dunbar Middle School window replacement

$0.2 million decrease in EC Glass tennis court repair

$0.1 million decrease in Hutcherson Early Learning Center roof replacement
$1.0 million increase in EC Glass cooling tower replacement

$0.7 million increase in EC Glass science wing

$0.5 million increase in Sheffield HVAC plant renovation/replacement

$0.3 million increase in access control upgrades — EC Glass; Heritage High; Dunbar Middle; Linkhorne Middle; and
Sandusky Middle School

$0.2 million increase in EC Glass chiller replacement

$0.2 million increase in EC Glass building automation equipment

$0.1 million increase in Linkhorne Elementary rooftop units replacement

$0.1 million increase in Dunbar Middle School West chiller replacement

Proprietary Funds

The proprietary funds are comprised of water, sewer, stormwater, airport, and fleet services. The City accounts for the water, sewer,
stormwater, and airport as enterprise funds and fleet services as an internal service fund. In the budgetary management of the
enterprise funds, the City has chosen to budget for principal retirement on long-term debt rather than depreciation. Further, the City
uses two key financial indicators, fund balance and debt coverage ratios, found in financial policies adopted by City Council to
ensure the enterprise funds’ financial stability. At the fund level, fund balance is defined as total cash and cash equivalents less
unexpended bond proceeds and resources dedicated to capital projects. The fund balance ratio compares fund balance to operating
expenses and debt service less depreciation. The debt coverage ratio compares operating income adjusted for depreciation, interest
income and miscellaneous income compared to total debt service.

Water Fund

The water fund’s total net position of $41.6 million increased 1.2%, or $0.5 million, from FY 2024. Net investment in capital assets
of $40.1 million increased 2%, or $0.8 million, primarily due to capital projects funded with net revenues from operations and
reduction of long-term debt. Net investment in capital assets was 96.4% of total net position. Unrestricted net position available to
fund future expenditures decreased by 16.7% or $0.3 million. Operating revenues totaled $18.8 million, and increased 6.8%, or $1.2
million. This was largely due to a water rate increase effective July 1,2024. Operating expenses totaled $17.1 million, and increased
10.3% compared to FY 2024. This was mostly associated with increases to personal services expenses. Investment earnings
decreased $0.1 million. For FY 2025, the fund balance ratio was 36% as compared to City Council’s financial policy target range
of 25% to 40%. The debt coverage ratio was 1.46 as compared to City Council’s financial policy minimum target of 1.20. Please
refer to Table 23 in the Statistical Section of this report for details.

Sewer Fund

The sewer fund’s total net position of $230.5 million increased 11.1%, or $23.1 million, from FY 2024. Net investment in capital
assets of $211.4 million increased 12.7%, or $23.8 million, primarily due to federal grant revenue to fund capital projects and
reduction of long-term debt. Net investment in capital assets was 91.7% of total net position. Unrestricted net position available to
fund future expenditures decreased by 3.5%, or $0.7 million. This was mostly related to capital expenditures waiting reimbursement
from a federal grant. Unrestricted net position was 8.3%, or $19.2 million of total net position. Operating revenues totaled $31.6
million and increased 1.6 % or $0.5 million from FY 2024. This was mostly attributable to a sewer rate increase effective July 1,
2024. Operating expenses totaled $29.4 million and increased 8.1% or $2.2 million. This was largely due to increases to personal
services and benefits, supplies and materials and administration expenses. Investment earnings decreased $0.2 million. For FY 2025,
the fund balance ratio was 51% as compared to City Council’s financial policy target range of 25% to 40%. The debt coverage ratio
was 1.57 as compared to City Council’s financial policy minimum target of 1.20 and was compliant with the Consent Special Order
for Combined Sewer Overflows (CSO) Long Term Control Plan requirements. Please refer to Table 24 in the Statistical Section of
this report for details.
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Stormwater Fund

The stormwater fund’s total net position of $8.9 million increased 4.7%, or $0.4 million from FY 2024. Net investment in capital
assets of $6.7 million increased 6.3%, or $0.4 million primarily due to capital projects funded with net revenues from operations and
reduction of long-term debt. Net investment in capital assets was 75.3% of total net position. Unrestricted net position available to
fund future expenditures was unchanged. Unrestricted net position was 24.7%, or $2.2 million, of total net position. Operating
revenues totaled $4.6 million and increased 12.2% or $0.5 million. This was primarily due to a fee increase effective July 1, 2024.
Operating expenses totaled $4.1 million and increased 5.1%, or $0.2 million largely due to administration and depreciation expenses.
Investment earnings increased $0.1 million. For FY 2025, the fund balance ratio was 39% as compared to City Council’s financial
policy target range of 15% to 20%. The debt coverage ratio was 2.70 as compared to City Council’s financial policy minimum target
of 1.20. Please refer to Table 25 in the Statistical Section of this report for details.

Airport Fund
The Airport Fund’s total net position of $61.9 million increased 8.8%, or $5.0 million, from FY 2024. Net investment in capital

assets of $48.7 million increased $4.2 million, or 9.5% from the prior year. Net investment in capital assets was 78.7% of total net
position. Net position, unrestricted, increased 6.2%, or $0.8 million from FY 2024. Unrestricted net position was 21.2%, or $13.2
million, of net position. Operating revenues were $3.8 million, a decrease of $1.1 million or 23.1%. Operating expenses totaled $6.4
million, an increase of 6.8% or $0.4 million from FY 2024. Capital contributions totaled $6.6 million, an increase of 105.1%, or $3.4
million, and reflects an increase in state and federal contributions received for Airport capital projects.

Capital Assets
The City’s capital assets, net of depreciation, were $823.3 million as reflected in the following schedule. The City of Lynchburg owns

the land, buildings, and facilities used by Lynchburg City Schools. The Schools had $5.6 million in capital assets exclusive of buildings
and facilities, which were capitalized as the City’s assets.

Capital Assets
As of June 30, 2025/2024
(in millions)
Governmental Business-type Total Primary ~ Percentage Component Unit
Activities Activities Government Change Schools

2025 2024 2025 2024 2025 2024 2025-2024 2025 2024
Capital assets, not being depreciated:

Land $ 260 § 259 § 52§ 52 § 312 § 311 0% § - § -
Historical Treasures 0.1 0.1 - - 0.1 0.1 0% - -
Construction in progress 44.0 73.0 59.7 35.2 103.7  108.2 -4% - -
Capital assets, being depreciated:
Land improvements 74.8 70.4 19.1 18.6 93.9 89.0 6% - -
Buildings and improvements 3822 330.0 1047 1014 4869 4314 13% - -
Infrastructure 385.1 3750 585.6  568.8 970.7  943.8 3% - -
Machinery and equipment 85.8 72.8 36.1 35.8 1219 108.6 12% 208 221
Leases and Subscription Assets 3.0 29 0.1 0.1 3.1 238 11% 73 6.4
Less: Accumulated depreciation
and amortization (507.0) (483.2)  (316.3) (303.7)  (823.3) (786.9) 5%  (22.5) (18.9)
Total Capital Assets $494.0 §466.9 §4942 §4614 § 9882 § 928.1 6% $ 56 $§ 9.6
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During FY 2025 the City’s net increase in capital assets was 6.5% or $60.1 million. Major capital assets completed and placed in
service included the following:

Seabury-Hughes Area Utility Improvements for $3.4 million

FY 2025 Cellular Meter Installation for $3.0 million

College Hill Flocculator & Clarifier Scraper Replacement for $2.8 million

Terminal Sustainability Projects (Bathrooms upgrade and Electric Service/Generator Upgrade) for $4.3 million
Runway 4 Hold Apron for $2.3 million

Construction-in-progress at the end of FY 2025 includes Runway 4-22 Rehabilitation; Public Library Reimagination; Repair Privacy
Fence on Expressway; Riverside Park Drainage Improvements; Fire Station 1 Improvements; Human Services Elevator
Modernization; Monument Terrace Steps Rehabilitation; Circuit Court Renovations; Old Courthouse Museum Accessibility
Improvements; City Stadium Upgrades — Fan Experience Amenities; West Building Envelope; Riverfront Park Improvements;
Downtown Streetscape Improvements — Main Street East; College Lake Dam Removal; Ivy Creek Bridge Structure #4; College
Lake Dam Improvements; Route 501/221 One Way Pairs; Pedestrian Improvements — Old Forest Road; Nationwide Roundabout &
Pedestrian Improvements; Florida Avenue Sidewalk; 5™ Street Phase IV; Breezewood Drive Widening; Shentel GloFiber; Lynchpin
Center for Industry Phase I; Fort Avenue at Graves Mill Road Signal Replacement; Link Rd/Boonsboro Rd Intersection
Improvements; John Lynch Bridge Repair; Lakeside Drive Arch Bridge Rehabilitation; Seabury - Hughes Area Utility
Improvements; Richland Hills Sewer Extension; Water Service Line Lead and Copper Inventory; Downtown Area Business
Improvements Phase IV; 6th and Madison Water Line Replacement; CSO 52; U0478 WWTP Sludge Holding Tank #2
Improvements; College Park Stormwater Improvement - Design and Construction; various other transportation and building projects;
various sewer system evaluation and system upgrades; sewer system collection improvements; various waterline projects; and Sewer
CSO upgrades. Additional information on the City’s capital assets can be found in Note 8 of this report.

Long-term Debt

Total outstanding debt was $367.7 million with $187.6 million of business-type activities debt supported by the individual funds,
resulting in $180.1 million in outstanding debt for governmental activities. Liabilities of $11.4 million for compensated absences
and workers compensation were excluded.

Long-term Debt Obligations
As of June 30, 2025/2024
(in millions)

Governmental Business-type Total Primary Percentage
Activities Activities Government Change

2025 2024 2025 2024 2025 2024 2025-2024

General obligation bonds $164.9 $ 1755 $ 79.7 $ 834 $244.6 $258.9 -6%
General obligation-Direct

borrowing 2.6 33 - - 2.6 33 -21%

Revenue bonds - - 83.8 90.3 83.8 90.3 -7%

Bond anticipation notes 8.9 0.5 24.0 11.5 329 12.0 174%

Lease obligations 2.8 2.7 0.1 0.1 2.9 2.8 4%

Other long-term payables 0.9 1.3 - - 0.9 1.3 -31%

Total $180.1 $ 1833 $ 187.6 $185.3 $ 367.7 $368.6 0%

Total new debt of $21.1 million was issued, of which $8.6 million was for governmental activities, and $12.5 million was for
business-type activities and includes:

e  $20.9 million of bond anticipation notes, of which $8.4 million was for governmental activities and $12.5 million was for
business-type activities.
e  $0.3 million of lease obligations, all of which was for governmental activities.

The City retired $22.0 million of outstanding principal. The governmental activities principal retirements were $11.8 million and
the business-type activities principal retirements were $10.2 million and include:

e  $21.9 million in planned principal retirements, of which $11.7 million was for governmental activities and $10.2 million
was for business-type activities.
e  $0.2 million in lease payments, all of which was for governmental activities.
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The City’s general obligation bonds continued to maintain an Aa2 rating from Moody’s Investors Service, an AA+ rating from Fitch
Ratings, and an AA+ from Standard & Poor’s Global Ratings. These credit ratings were last affirmed in April 2024 for the City’s
issuance of $69.3 million General Obligation Public Improvement Refunding Bonds, Series 2024 on May 7, 2024. The agencies
noted the City’s stable and mature economic base, strong financial management, strong reserves and liquidity, healthy revenue
growth, and manageable liabilities and fixed cost when reaffirming the ratings.

On July 18, 2023 the City issued a three-year General Obligation Bond Anticipation Note and concurrently entered into a line of
credit Financing Agreement with JPMorgan Chase Bank, N.A. The Agreement provided for borrowings of up to $68.5 million to
provide interim financing for qualifying city, school, water, sewer, stormwater, airport and fleet capital improvements. Interest on
the unpaid principal is equal to the sum of (i) 80% times adjusted term secured overnight financing rate (SOFR), plus (ii) 0.55%, as
calculated by the Lender. Interest shall be computed on the basis of the actual number of days elapsed in a 360-day year. Interest is
paid monthly. All outstanding amounts are due on June 15, 2026. The unused line of credit as of June 30, 2025 is $35.6 million.

The Constitution of Virginia limits the amount of general obligation debt a governmental entity may issue to 10% of the total assessed
value of real property. As of June 30, 2025, the City’s assessed value of real property was $8.1 billion. The City’s debt is less than
the current debt limitation of $807.4 million.

The City’s debt management policy states that tax-supported debt should not exceed 4.5% of net assessed valuation of taxable
property in the City of Lynchburg. For the purposes of calculating this ratio, assessed value includes real property and personal
property. As of June 30, 2025, debt to assessed value was 2.10%. The debt policy also states that the 10-year principal payout ratio
shall not be less than 60% at the end of each adopted five-year Capital Improvement Program for tax-supported general obligation
indebtedness. As of June 30, 2025, the 10-year principal payout ratio was 71.85%.

Detailed information on the City’s long-term debt is included in Note 9 of this report.
ECONOMIC FACTORS

The City’s unemployment rate increased from 3.6% in June 2024 to 4.2% in June 2025 reflecting the consistent year over year
increase since the pandemic. The City’s unemployment rate typically trends above the State rate, which was 3.5% in June 2025. For
the first time in seven years, the City’s unemployment rate has trended slightly above the National rate, which was 4.1% for the same
period. The Lynchburg economy typically lags the nation in both recession and recovery.

Although still an important sector, manufacturing no longer dominates the Lynchburg economy as it did in the past. American
Electric Power (AEP), the region’s electric utility provider, remains the City’s largest property taxpayer with an 21% increase in
taxable assessed value over FY 2024. The principal property taxpayers, as a whole, realized a significant increase of 25.7% in
taxable assessed value when compared to FY 2024. The City remains the retail hub for the region. Other important sectors of the
Lynchburg economy include wireless technology, engineering, finance, restaurants, and tourism.

REQUESTS FOR INFORMATION

This report is designed to provide a general overview of the City’s finances. Questions concerning any of the information provided
in this report or requests for additional financial information should be addressed to the Chief Financial Officer, City of Lynchburg,
900 Church Street, Lynchburg, VA, 24504, or via telephone at 434-455-3968. This report, the FY 2025 Operating and Capital
Budgets, and FY 2025-2029 Capital Improvement Program are on the City’s website at www.lynchburgva.gov.
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CITY OF LYNCHBURG, VIRGINIA EXHIBIT 1
Statement of Net Position
June 30, 2025
Business- Total Component Units Total
Governmental Type Primary Lynchburg City Reporting
Activities Activities Government Schools Other Unit
Assets
Cash and cash equivalents $ 62,941,279 43,187,044  $ 106,128,323  § 3,931,526 2,126,307 112,186,156
Investments 68,119,014 9,830,150 77,949,164 - - 77,949,164
Receivables, net of allowance 27,911,652 7,142,741 35,054,393 1,101,834 287,415 36,443,642
Lease receivable 935,595 57,292 992,887 - - 992,887
Internal balances 2,413,806 (2,413,806) - - - -
Due from other governments 10,912,728 4,684,363 15,597,091 6,338,126 499,436 22,434,653
Due from primary government - - - 5,370,710 - 5,370,710
Due from component units 4,484,246 - 4,484,246 - - 4,484,246
Inventory 52,817 908,192 961,009 82,854 291,172 1,335,035
Prepaids and other assets 1,806,478 219,055 2,025,533 223,081 46,344 2,294,958
Restricted assets:
Cash and cash equivalents 5,352,288 1,318,141 6,670,429 - - 6,670,429
Due from other governments - 3,361,580 3,361,580 - - 3,361,580
Capital assets:
Nondepreciable 70,094,299 64,941,947 135,036,246 - 2,971,686 138,007,932
Depreciable, net 423,945,936 429,253,306 853,199,242 5,631,711 34,919,422 893,750,375
Net pension asset - - - 637,775 - 637,775
Total assets 678,970,138 562,490,005 1,241,460,143 23,317,617 41,141,782 1,305,919,542
Deferred Outflows of Resources
Deferred charge on refunding 2,162,782 1,140,032 3,302,814 - - 3,302,814
Pension related 26,222,768 3,863,016 30,085,784 23,047,579 - 53,133,363
Other postemployment benefits related 6,517,853 472,570 6,990,423 2,743,674 159,979 9,894,076
Total deferred outflows of resources 34,903,403 5,475,618 40,379,021 25,791,253 159,979 66,330,253
Liabilities
Accounts payable and other liabilities 10,825,168 10,035,412 20,860,580 289,083 429,650 21,579,313
Accrued payroll and related liabilities 6,563,329 515,964 7,079,293 7,303,273 - 14,382,566
Accrued interest payable 1,861,168 1,062,205 2,923,373 - - 2,923,373
Due to other governments 1,511,736 3,871 1,515,607 - 495,000 2,010,607
Due to primary government - - - 3,401,926 1,082,320 4,484,246
Due to component units 5,370,710 - 5,370,710 - - 5,370,710
Unearned revenue/prepaid rent 159,069 - 159,069 2,109,596 - 2,268,665
Net other postemployment benefit liabilities, current - - - - 25,955 25,955
Deposits payable from restricted assets 262,648 1,270,489 1,533,137 - - 1,533,137
Long-term liabilities:
Due within one year 13,775,187 10,299,671 24,074,858 2,045,405 1,120 26,121,383
Due in more than one year:
Net pension liability 80,377,666 11,840,858 92,218,524 57,934,167 - 150,152,691
Net other postemployment benefit liabilities 36,219,621 4,094,026 40,313,647 17,262,523 233,592 57,809,762
Other long-term liabilities 190,857,458 184,154,680 375,012,138 1,167,475 158,014 376,337,627
Total liabilities 347,783,760 223,277,176 571,060,936 91,513,448 2,425,651 665,000,035
Deferred Inflows of Resources
Property taxes 14,132,820 - 14,132,820 - - 14,132,820
Grants 1,309,051 - 1,309,051 - - 1,309,051
Lease related 895,443 56,419 951,862 - - 951,862
Pension related 9,216,199 1,357,687 10,573,886 10,556,574 - 21,130,460
Other postemployment benefits related 21,693,055 2,706,861 24,399,916 7,160,105 57,705 31,617,726
Total deferred inflows of resources 47,246,568 4,120,967 51,367,535 17,716,679 57,705 69,141,919
Net Position
Net investment in capital assets 305,507,770 306,872,333 612,380,103 5,260,588 37,879,558 655,520,249
Restricted for:
Capital projects 3,292,676 - 3,292,676 - - 3,292,676
Grants 4,407,338 - 4,407,338 - - 4,407,338
Net pension asset - - - 637,775 - 637,775
Passenger facility charges - 47,652 47,652 - - 47,652
Transit - - - - 81,464 81,464
Unrestricted 5,635,429 33,647,495 39,282,924 (66,019,620) 857,383 (25,879,313)
Total net position $ 318,843,213 340,567.480  $ 659.410.693  § (60,121,257) 38.818.405 638,107,841

The Notes to the Financial Statements are an integral part of this statement.

7

Page 44 of 272



CITY OF LYNCHBURG, VIRGINIA EXHIBIT 2

Statement of Activities
For the Year Ended June 30, 2025

Program Revenues Net (Expense) Revenue and Changes in Net Assets
Operating Capital Primary Government Component Units Total
Charges for Grants and Grants and Governmental Business-type Lynchburg City Reporting
Expenses Services Contributions Contributions Activities Activities Total Schools Other Unit
Functions/Programs
Primary government:
Governmental activities:
General government $ 19,042,691  $ 857,285  § 573,444 $ -3 (17,611,962) $ - 3 (17,611,962) $ - 3 -8 (17,611,962)
Judicial 8,857,855 608,132 5,209,465 - (3,040,258) - (3,040,258) - - (3,040,258)
Public safety 71,376,484 8,698,251 7,233,302 - (55,444,931) - (55,444,931) - - (55,444,931)
Public works 35,323,727 1,093,956 16,283,740 3,813,284 (14,132,747) - (14,132,747) - - (14,132,747)
Health and human services 41,993,422 4,588,672 31,118,974 - (6,285,776) - (6,285,776) - - (6,285,776)
Cultural and recreational 14,728,877 1,024,903 389,366 169,000 (13,145,608) - (13,145,608) - - (13,145,608)
Community development 9,179,877 1,854,806 1,243,976 - (6,081,095) - (6,081,095) - - (6,081,095)
Education 44,849,068 - - 3,643,009 (41,206,059) - (41,206,059) - - (41,206,059)
Interest payments and other fiscal charges 6,122,628 - - - (6,122,628) - (6,122,628) - - (6,122,628)
Total governmental activities 251,474,629 18,726,005 62,052,267 7,625,293 (163,071,064) - (163,071,064) - - (163,071,064)
Business-type activities:
Stormwater 4,331,675 4,299,036 275,000 - - 242,361 242,361 - - 242,361
Airport 6,419,040 3,692,116 88,587 6,942,452 - 4,304,115 4,304,115 - - 4,304,115
Water 19,081,062 18,831,397 - 337,097 - 87,432 87,432 - - 87,432
Sewer 30,482,053 31,619,700 - 20,997,224 - 22,134,871 22,134,871 - - 22,134,871
Total business-type activities 60,313,830 58,442,249 363,587 28,276,773 - 26,768,779 26,768,779 - - 26,768,779
Total primary government $ 311,788.459 $ 77,168254 $ 62415854 _§ 35,902,066 (163,071,064) 26,768,779 (136,302,285) - - (136,302,285)
Component units:
Lynchburg City Schools $ 145,460,566 $ 2,442,777  $ 106,543,193 $ - - - - (36,474,596) - (36,474,596)
Greater Lynchburg Transit Company 11,095,157 711,864 7,738,278 6,027,188 - - - - 3,382,173 3,382,173
Business Development Centre 258,598 316,950 - - - - - - 58,352 58,352
Total component units $ 156,814,321 § 3,471,591 $ 114281471 $ 6,027,188 - - - (36,474,596) 3,440,525 (33,034,071)
General revenues:
Property taxes 99,873,329 - 99,873,329 - - 99,873,329
Local sales and use taxes 22,476,692 - 22,476,692 - - 22,476,692
Meals taxes 20,510,770 - 20,510,770 - - 20,510,770
Consumer utility taxes 4,550,156 - 4,550,156 - - 4,550,156
Business license taxes 11,253,210 - 11,253,210 - - 11,253,210
Communications sales and use taxes 2,201,390 - 2,201,390 - - 2,201,390
Other taxes 7,027,773 - 7,027,773 - - 7,027,773
Unrestricted intergovernmental 6,422,167 - 6,422,167 - - 6,422,167
Interest 5,865,564 2,376,649 8,242,213 - - 8,242,213
Miscellaneous 761,805 51,759 813,564 754,064 620,878 2,188,506
Gain on sale of assets 267,651 51,167 318,818 - 23,769 342,587
City appropriation - - 37,042,445 - 37,042,445
Total general revenues and transfers 181,210,507 2,479,575 183,690,082 37,796,509 644,647 222,131,238
Changes in net position 18,139,443 29,248,354 47,387,797 1,321,913 4,085,172 52,794,882
Net position - beginning 300,703,770 311,319,126 612,022,896 (61,443,170) 34,733,233 585,312,959
Net position - ending $ 318,843,213 $ 340,567,480 S 659,410,693 $ (60,121,257) $ 38,818405 _$ 638,107,841

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Balance Sheet
Governmental Funds

EXHIBIT 3

June 30, 2025
General City Capital School Capital Other Total
Fund Projects Projects Governmental Governmental
Assets
Cash and cash equivalents $ 49,820,952 $ 8,047,882 $ 1,637,995 $ 867,888 $ 60,374,717
Investments 26,806,691 29,139,368 2,538,174 - 58,484,233
Receivables, net of allowance:
Taxes excluding penalties 17,941,436 - - - 17,941,436
Accounts 6,533,935 - - - 6,533,935
Other 2,069,386 6,745 - 1,292,186 3,368,317
Lease receivable 935,595 - - - 935,595
Due from other funds 2,353,829 - - 1,011,426 3,365,255
Due from other governments 3,350,130 4,481,346 - 3,081,252 10,912,728
Due from component units 4,359,246 - - 125,000 4,484,246
Other assets - - - 213 213
Restricted assets:
Cash and cash equivalents 262,648 - - 5,089,640 5,352,288
Total assets $ 114,433,848 $ 41,675,341 $ 4,176,169 $ 11,467,605 $ 171,752,963
Liabilities
Accounts payable and other liabilities $ 2,349,028 $ 6,116,843 $ 17,810 $ 1,715,038 $ 10,198,719
Accrued payroll and related liabilities 6,524,522 2,720 - 241,765 6,769,007
Due to other funds 1,011,427 - - 2,352,140 3,363,567
Due to other governments 1,381,451 - - 130,285 1,511,736
Due to component units 5,370,710 - - - 5,370,710
Unearned revenue/prepaid rent 159,069 - - - 159,069
Deposits payable from restricted assets 262,648 - - - 262,648
Total liabilities 17,058,855 6,119,563 17,810 4,439,228 27,635,456
Deferred Inflows of Resources
Unavailable revenue 19,830,795 - - 2,495,421 22,326,216
Lease related 895,443 - - - 895,443
Total deferred inflows of resources 20,726,238 - - 2,495,421 23,221,659
Fund Balances
Restricted - 3,292,676 - 4,407,338 7,700,014
Committed 13,921,037 32,263,102 4,158,359 125,384 50,467,882
Assigned 15,307,876 - - 234 15,308,110
Unassigned 47,419,842 - - - 47,419,842
Total fund balances 76,648,755 35,555,778 4,158,359 4,532,956 120,895,848
Total liabilities, deferred inflows of resources,
and fund balances $ 114,433,848 3 41,675,341 $ 4,176,169 $ 11,467,605 $ 171,752,963

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA EXHIBIT 4

Reconciliation of the Balance Sheet of Governmental Funds
to the Statement of Net Position
June 30, 2025

Amounts reported for governmental activities in the Statement of Net Position are different because:
Ending fund balance - governmental funds $ 120,895,848

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported in the funds. 474,024,499

Other long-term assets are not available to pay for current-period expenditures and,

therefore, are deferred in the funds. 6,884,345
Deferred outflow of resources used to reflect deferred losses on debt refunding bonds

are not reported in the governmental funds. 2,119,990
Internal service fund activity that has been allocated to the user departments. 2,412,118

Internal service fund is used by management to charge the costs of vehicle
maintenance to individual funds. The assets and liabilities of the internal service
fund is included in governmental activities in the Statement of Net Position. 27,259,149

Financial statement elements related to pensions are applicable to future periods and,
therefore, are not reported in the funds.
Deferred outflows related to:

Pensions 25,870,764

Other postemployment benefits 6,476,556
Deferred inflows related to:

Pensions (9,092,485)

Other postemployment benefits (21,460,058)
Net pension liability (79,298,709)
Net other postemployment liability (35,865,660)

(113,369,592)

Long-term liabilities, including bonds payable, are not due and payable in the current
period and therefore, are not reported in the funds. Long-term liabilities at year end

consist of:
Bonds payable (186,058,710)
Accrued interest payable (1,788,989)
Lease obligations payable (2,803,838)
Other long-term payable (875,112)
Compensated absences (8,062,104)
Workers' compensation (1,794,391)
(201,383,144)
Net position of governmental activities $ 318,843,213

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmental Funds
For the Year Ended June 30, 2025

EXHIBIT 5

Revenues
Taxes
Regulatory licenses, permits and privilege fees
Intergovernmental
Fines and forfeitures
Revenue from use of money and property
Charges for services
Miscellaneous
Total revenues

Expenditures

Current operating expenditures:
General government
Judicial
Public safety
Public works
Health and human services
Cultural and recreational
Community development
Education

Capital outlay:
Capital general government

Debt service:
Principal retirements
Interest payments and other fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures
Other financing sources (uses)
Issuance of bonds
Lease financing
Transfers in
Transfers out
Total other financing sources (uses)
Net changes in fund balances

Fund balances - beginning

Fund balances - ending

City Capital School Capital Other Total
General Projects Projects Governmental Governmental
167,582,648 $ - $ - $ - $ 167,582,648
1,372,142 - - - 1,372,142
43,910,635 10,242,919 3,643,009 17,948,542 75,745,105
337,646 - - - 337,646
5,635,629 23,256 254,100 20,079 5,933,064
13,944,376 - - 6,247,480 20,191,856
623,915 247,230 - 431,106 1,302,251
233,406,991 10,513,405 3,897,109 24,647,207 272,464,712
23,202,230 - - 8,595 23,210,825
7,061,561 - - 1,709,537 8,771,098
69,573,956 97,489 - 6,385,469 76,056,914
22,742,583 4,383,524 - 103,730 27,229,837
27,795,338 - - 15,372,878 43,168,216
12,506,709 755,456 - - 13,262,165
6,411,247 1,266,711 - 1,596,377 9,274,335
37,042,445 - 4,362,458 - 41,404,903
250,776 39,839,328 1,041,364 8,247 41,139,715
10,899,189 - - 8,421 10,907,610
7,262,457 - - 2,461 7,264,918
224,748,491 46,342,508 5,403,822 25,195,715 301,690,536
8,658,500 (35,829,103) (1,506,713) (548,508) (29,225,824)
- 7,370,422 1,096,575 - 8,466,997
250,776 - - 8,247 259,023
1,600,000 5,429,382 - 2,602,060 9,631,442
(8,828,392) (1,600,000) - - (10,428,392)
(6,977,616) 11,199,804 1,096,575 2,610,307 7,929,070
1,680,384 (24,629,299) (410,138) 2,061,799 (21,296,754)
74,967,871 60,185,077 4,568,497 2,471,157 142,192,602
76,648,755 $§ 35,555,778 $ 4,158,359 $ 4,532,956 $ 120,895,848

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA EXHIBIT 6

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balance to the Statement of Activities
For the Year Ended June 30, 2025

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

Net change in fund balances - total governmental funds $  (21,296,754)

Governmental funds report capital outlays 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 detail of the two

components.
Capital outlay 47,041,925
Depreciation and amortization expense (22,586,979)

The net effect of various transactions involving capital assets (donations and loss on
disposition of assets) do not provide or use current financial resources and are not
reported as revenues or expenditures in the governmental funds. 116,065

Revenues in the Statement of Activities that do not provide current financial
resources are not reported as revenues in the funds. 260,312

Governmental funds report employer pension contributions as expenditures.
However, in the statement of activities the cost of pension benefits earned net of
employee contributions is reported as pension expense.
Employer pension contributions 14,527,013
Pension expenses (10,493,265)
4,033,748

Governmental funds report employer other postemployment benefit contributions as
expenditures. However, in the statement of activities the cost of these benefits earned
net of employee contributions is reported as other postemployment benefit expense.
Employer other postemployment benefit contribution 325,110
Other postemployment benefit expense 5,432,450
5,757,560

The issuance of long-term debt (e.g. bonds, 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. Neither

transaction, however has any effect on net position. 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. This amount is the net effect of these differences in the

treatment of long-term debt and related accounts. 3,247,743

Some expenses reported in the Statement of Activities do not require the use of
current financial resources and, therefore, are not reported as expenditures in
governmental funds. (66,443)

To eliminate transfers to the internal service fund 796,950

The net income of certain activities of the internal service fund is reported with
governmental activities. 835,316

Change in net position of governmental activities. $ 18,139,443

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Statement of Revenues, Expenditures, and Changes in Fund Balance - Budget and Actual

General Fund
For the Year Ended June 30, 2025

EXHIBIT 7

Revenues
Taxes
Regulatory licenses, permits and privilege fees
Intergovernmental
Fines and forfeitures
Revenue from use of money and property
Charges for services
Miscellaneous
Total revenues

Expenditures

Current operating expenditures:
General government
Judicial
Public safety
Public works
Health and human services
Cultural and recreational
Community development
Education

Capital outlay:
Capital general government

Debt service:
Principal retirements
Interest payments and other fiscal charges

Total expenditures

Excess (deficiency) of revenues over expenditures
Other financing sources (uses)
Lease financing
Transfers in
Transfers out
Total other financing sources (uses)
Net changes in fund balances

Fund balances - beginning

Fund balances - ending

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
165,780,892 $ 166,280,892 $§ 167,582,648 $ 1,301,756
1,231,600 1,231,600 1,372,142 140,542
43,441,378 44,789,619 43,910,635 (878,984)
292,500 292,500 337,646 45,146
4,005,170 4,754,634 5,568,436 813,802
12,915,193 13,315,193 13,944,376 629,183
549,967 549,967 600,627 50,660
228,216,700 231,214,405 233,316,510 2,102,105
27,567,500 23,947,406 22,575,074 1,372,332
6,927,988 7,196,335 7,061,561 134,774
68,020,013 70,266,761 69,573,956 692,805
22,112,470 24,989,207 22,742,583 2,246,624
27,599,461 29,772,421 27,795,338 1,977,083
12,736,117 12,909,324 12,506,709 402,615
6,355,970 6,731,845 6,411,247 320,598
41,960,355 41,960,355 37,042,445 4,917,910
- - 250,776 (250,776)
11,288,400 11,288,400 10,899,189 389,211
8,390,665 8,390,665 7,262,457 1,128,208
232,958,939 237,452,719 224,121,335 13,331,384
(4,742,239) (6,238,314) 9,195,175 15,433,489
- - 250,776 250,776
1,600,000 1,600,000 1,600,000 -
(3,306,904) (9,384,742) (9,336,811) 47,931
(1,706,904) (7,784,742) (7,486,035) 298,707
(6,449,143) (14,023,056) 1,709,140 15,732,196
73,340,548 73,340,548 73,340,548 -
66,891,405 _$§ 59,317.492 _$ 75,049,688 _$ 15,732,196

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Statement of Net Position

EXHIBIT 8

Proprietary Funds
June 30, 2025
Enterprise Funds
Internal
Water Sewer Stormwater Airport Total Service
Assets
Current assets:
Cash and cash equivalents $ 6,535,494 $ 19,226,055 $ 2,412,894 15,012,601 $ 43,187,044 $ 2,566,562
Investments 3,393,867 5,529,726 906,557 - 9,830,150 9,634,781
Receivables, net of allowance: 2,134,250 4,294,168 570,033 144,290 7,142,741 67,964
Lease receivable - - - 57,292 57,292 -
Due from other funds 38,218 - - - 38,218 -
Due from other governments - - - 3,287,446 3,287,446 -
Inventory 853,099 - - 55,093 908,192 52,817
Prepaids and other assets - 219,055 - - 219,055 1,806,265
Restricted assets:
Due from members - Regional Sewage
Treatment Plant - 356,257 - - 356,257 -
Total current assets 12,954,928 29,625,261 3,889,484 18,556,722 65,026,395 14,128,389
Noncurrent assets:
Due from other governments - 1,396,917 - - 1,396,917 -
Restricted assets:
Due from members - Regional Sewage
Treatment Plant - 3,005,323 - - 3,005,323 -
Cash and cash equivalents 1,260,499 - - 57,642 1,318,141 -
Capital assets:
Nondepreciable 10,083,085 42,129,957 2,088,671 10,640,234 64,941,947 -
Depreciable, net 93,374,706 283,360,844 12,886,669 39,631,087 429,253,306 20,015,736
Total noncurrent assets 104,718,290 329,893,041 14,975,340 50,328,963 499,915,634 20,015,736
Total assets 117,673,218 359,518,302 18,864,824 68,885,685 564,942,029 34,144,125
Deferred Outflows of Resources
Deferred charge on refunding 520,467 613,138 - 6,427 1,140,032 42,792
Pension related 2,012,739 1,329,792 255,730 264,755 3,863,016 352,004
Other postemployment benefits related 239,067 170,485 30,025 32,993 472,570 41,297
Total deferred outflows of resources 2,772,273 2,113,415 285,755 304,175 5,475,618 436,093
Liabilities
Current liabilities:
Accounts payable and other liabilities 1,817,022 3,662,237 486,078 4,070,075 10,035,412 626,449
Accrued payroll and related liabilities 345,741 218,743 39,908 59,521 663,913 44,845
Accrued interest payable 565,442 380,165 92,689 23,909 1,062,205 72,179
Due to other funds - 34,286 5,620 - 39,906 -
Due to other governments 703 - 3,168 - 3,871 -
Current portion of lease obligations 9,995 2,656 285 4,692 17,628 677
Current portion of general obligation bonds 1,954,221 1,395,185 100,000 111,863 3,561,269 406,357
Current portion of direct borrowings - - - - - 133,200
Current portion of public utility revenue bonds 36,184 6,449,022 87,619 - 6,572,825 -
Total current liabilities 4,729,308 12,142,294 815,367 4,270,060 21,957,029 1,283,707
Noncurrent liabilities:
Deposits payable from restricted assets 1,260,499 - - 9,990 1,270,489 -
Self insurance claims 116,443 - - 59,977 176,420 -
Compensated absences 540,127 272,574 43,307 52,525 908,533 42,773
Pension plan obligation 6,169,419 4,076,059 783,857 811,523 11,840,858 1,078,957
Other postemployment benefits obligations 2,055,656 1,493,842 257,397 287,131 4,094,026 353,961
Lease obligations 26,494 8,166 732 4,803 40,195 -
Notes payable 16,381,604 5,989,614 1,648,511 - 24,019,729 -
General obligation bonds 44,758,166 30,223,394 5,364,923 1,431,200 81,777,683 3,805,360
Direct borrowings - - - - - 399,600
Public utility revenue bonds 738,816 75,441,882 1,051,422 - 77,232,120 -
Total noncurrent liabilities 72,047,224 117,505,531 9,150,149 2,657,149 201,360,053 5,680,651
Total liabilities 76,776,532 129,647,825 9,965,516 6,927,209 223,317,082 6,964,358
Deferred Inflows of Resources
Lease related - - - 56,419 56,419 -
Pension related 707,393 467,366 89,878 93,050 1,357,687 123,714
Other postemployment benefits related 1,354,954 992,264 169,446 190,197 2,706,861 232,997
Total deferred inflows of resources 2,062,347 1,459,630 259,324 339,666 4,120,967 356,711
Net Position
Net investment in capital assets 40,072,778 211,352,517 6,721,848 48,725,190 306,872,333 15,313,334
Restricted for:
Passenger facility charges - - - 47,652 47,652 -
Unrestricted 1,533,834 19,171,745 2,203,891 13,150,143 36,059,613 11,945,815
Total net position $ 41,606,612 $ 230,524,262 $ 8,925,739 61,922,985 342,979,598 $ 27,259,149
Reconciliation with business-type activities in the Statement of Net Position:
Internal service fund activity is eliminated for the Statement of Activities,
with residual activity allocated to user departments (2,412,118)

Total net position of business-type activities

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Statement of Revenues, Expenses, and Changes in Fund Net Position

Proprietary Funds
For the Year Ended June 30, 2025

EXHIBIT 9

Operating revenues
Charges for services and other operating revenues
Intergovernmental
Total operating revenues

Operating expenses
Personal services and benefits
Operation and maintenance
Supplies and materials
Administration
Other charges
Depreciation and amortization

Total operating expenses

Operating income (loss)
Nonoperating revenues (expenses)
Interest income
Miscellaneous
Gain (loss) on disposition of assets
Interest expense
Total nonoperating revenues (expenses)
Income before contributions and transfers
Capital contributions
Passenger facility charges
Transfers in
Change in net position

Total net position - beginning

Total net position - ending

Enterprise Funds

Internal
Water Sewer Stormwater Airport Total Service

$ 18,831,397 $ 31,619,700 $ 4,299,036 $ 3,692,116 $ 58,442,249 $ 8,668,796
- - 275,000 88,587 363,587 -
18,831,397 31,619,700 4,574,036 3,780,703 58,805,836 8,668,796
7,710,144 5,278,502 919,431 1,180,310 15,088,387 1,385,047
1,867,804 5,130,159 631,260 1,890,030 9,519,253 3,148,763
1,661,864 3,357,548 134,383 304,895 5,458,690 180,136
2,011,337 4,735,364 1,858,992 323,203 8,928,896 7,859
142,748 143,094 21,651 34,774 342,267 54,646
3,725,773 10,791,442 516,308 2,630,774 17,664,297 3,453,502
17,119,670 29,436,109 4,082,025 6,363,986 57,001,790 8,229,953
1,711,727 2,183,591 492,011 (2,583,283) 1,804,046 438,843
414,309 1,152,123 129,973 680,244 2,376,649 626,384
6,156 9,252 - 36,351 51,759 -
50,232 (5,105) - - 45,127 216,185
(2,015,547) (1,260,732) (252,095) (53,969) (3,582,343) (169,753)
(1,544,850) (104,462) (122,122) 662,626 (1,108,808) 672,816
166,877 2,079,129 369,889 (1,920,657) 695,238 1,111,659
337,097 20,997,224 - 6,624,383 27,958,704 -

- - - 318,069 318,069 -

- - - - - 796,950

503,974 23,076,353 369,889 5,021,795 28,972,011 1,908,609
41,102,638 207,447,909 8,555,850 56,901,190 314,007,587 25,350,540
$ 41,606,612 $ 230,524,262 $ 8,925,739 $ 61922985 $ 342,979,598 $§ 27,259,149

Reconciliation with business-type activities in the Statement of Activities:
Change in net position - enterprise funds reported in this statement
Internal service fund activity is eliminated for the Statement of Activities,

with residual activity allocated to user departments

Change in net position of business-type activities:

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA EXHIBIT 10

Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2025

Enterprise Funds

Internal
Water Sewer Stormwater Airport Total Service
Operating activities
Cash received from operations $ 18,730,421 $ 31,731,370 $ 4,534,680 $ 3,777,677 $ 58,774,148 $ 8,668,796
Cash paid to employees (7,997,127) (5,675,266) (988,116) (1,332,646) (15,993,155) (1,305,649)
Cash paid to suppliers (5,655,374) (13,457,364) (2,685,851) (2,458,402) (24,256,991) (2,920,804)
Net cash provided by (used in) operating
activities 5,077,920 12,598,740 860,713 (13,371) 18,524,002 4,442,343
Noncapital financing activities
Transfers in - - - - - 796,950
Net cash provided by noncapital
financing activities - - - - - 796,950
Capital and related financing activities
Proceeds from issuance of long-term debt:
Bond anticipation notes 9,410,034 1,659,741 1,417,892 - 12,487,667 -
Payment of long-term debt:
General obligation debt (1,886,393) (1,570,526) (95,000) (106,565) (3,658,484) (383,894)
Direct borrowings - - - - - (133,200)
Revenue bonds - (6,449,022) (87,619) - (6,536,641) -
Lease obligations (10,764) (2,446) (275) (4,583) (18,068) (1,151)
Drawdowns of public utility revenue bonds -
revolving loan funds 365,769 - - - 365,769 -
Payment of interest on long-term debt (2,231,010) (1,366,574) (260,531) (63,768) (3,921,883) (211,393)
Capital contributions received - - - 3,588,709 3,588,709 -
Passenger facility charges collected - - - 318,069 318,069 -
Gain (loss) on asset disposition 50,232 (5,105) - - 45,127 345,311
Additions to capital assets (12,249,221) (26,529,760) (1,878,230) (4,221,974) (44,879,185) (7,299,793)
Proceeds from (payments to) other governments 337,097 21,231,190 (3,976) 36,351 21,600,662 -
Payments from (to) other organizations 6,743 9,252 - - 15,995 (39,925)
Net cash used in capital and
related financing activities (6,207,513) (13,023,250) (907,739) (453,761) (20,592,263) (7,724,045)
Investing activities
Net proceeds (purchases) of investments 1,143,007 4,505,809 (79,629) - 5,569,187 (1,601,026)
Interest income received 414,309 1,152,123 129,973 680,244 2,376,649 626,384
Net cash provided by (used in) investing
activities 1,557,316 5,657,932 50,344 680,244 7,945,836 (974,642)
Net increase (decrease) in cash and
cash equivalents 427,723 5,233,422 3,318 213,112 5,877,575 (3,459,394)
Cash and cash equivalents
Beginning 7,368,270 13,992,633 2,409,576 14,857,131 38,627,610 6,025,956
Ending $ 7,795,993 $ 19,226,055 $ 2,412,894 $ 15,070,243 $ 44,505,185 $ 2,566,562
Reconciliation to Statement of Net Position
Current Assets $ 6,535,494 $ 19,226,055 $ 2,412,894 $ 15,012,601 $ 43,187,044 $ 2,566,562
Restricted Assets 1,260,499 - - 57,642 1,318,141 -

§ 7795993 § 19226055 S 2412894 $ 15070243 S 44505185 $ 2,566,562

(Continued)

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

EXHIBIT 10

(Concluded)
Statement of Cash Flows
Proprietary Funds
For the Year Ended June 30, 2025
Enterprise Funds
Internal
Water Sewer Stormwater Airport Total Service
Reconciliation of operating income (loss) to net
cash provided by (used in) operating activities
Operating income (loss) $ 1,711,727 2,183,591 $ 492,011 $  (2,583,283) 1,804,046 $ 438,843
Adjustments to reconcile operating income (loss) to net
cash provided by (used in) operating activities:
Depreciation and amortization 3,725,773 10,791,442 516,308 2,630,774 17,664,297 3,453,502
Other postemployment benefit expense net of employer
contributions (391,841) (482,879) (107,977) (119,626) (1,102,323) (22,560)
Pension expense net of employer contributions (213,336) (65,849) 691 (124,109) (402,603) (21,288)
Changes in assets and liabilities:
(Increase) decrease in accounts receivable (126,200) 111,670 (39,356) (4,341) (58,227) -
Decrease in lease receivable - - - 15,418 15,418 -
(Increase) decrease in due from other funds (30,617) - - - (30,617) 87,534
(Increase) decrease in inventory (32,325) - - (20,541) (52,866) 16,825
Increase in prepaids - (219,055) - - (219,055) -
Increase (decrease) in accounts payable 91,321 127,856 (29,343) 100,488 290,322 453,775
Increase in accrued expenses 323,797 191,253 38,601 91,399 645,050 35,712
Decrease in due to other funds (5,603) (39,289) (10,222) - (55,114) -
Increase in deposits payable 25,224 - - 450 25,674 -
Net cash provided by (used in) operating activities $ 5,077,920 12,598,740 $ 860,713 $ (13,371) 18,524,002 $ 4,442,343
Supplemental cash flow information
Non-cash transactions
Capital asset additions financed by retainage payable $ 241,798 193,854 $ 59,121 $ 213,731 708,504 $ -
Capital asset additions financed by accounts payable $ 1,134,637 2,901,249 $ 406,743 $ 3,631,379 8,074,008 $ -
Amortization of debt related items $ 162,022 72,758 $ 6,456 $ 7,856 249,092 $ 34,749

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Statement of Fiduciary Net Position

EXHIBIT 11

Fiduciary Fund
June 30, 2025
Special
Welfare
Assets
Cash and cash equivalents 283,892
Total assets 283,892
Liabilities
Accounts payable 489
Amounts held for others 22,144
Total liabilities 22,633
Net Position
Restricted for individuals 261,259
Total net position 261,259

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Statement of Changes in Fiduciary Net Position

Fiduciary Fund
For the Year Ended June 30, 2025

EXHIBIT 12

Additions
Contributions for the benefit of individuals
Interest earnings
Total additions

Deductions
Payments to benefit individuals
Total deductions
Increase in fiduciary net position

Net position - beginning

Net position - ending

Special
Welfare

$ 33,677
6,568
40,245

28,049
28,049
12,196

249,063

$ 261,259

The Notes to the Financial Statements are an integral part of this statement.
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CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies

A. Financial Reporting Entity

The City of Lynchburg, Virginia (the “City’’) was founded by John Lynch in 1757, chartered as a town in 1786 incorporated
as a town on January 10, 1805, and received independent City status in 1852. The City operates on a Council-Manager
form of Government and provides municipal services to its residents. As required by accounting principles generally
accepted in the United States of America, the financial statements of the reporting entity include those of the City (the
primary government) and its component units. The component units discussed below are included in the City’s reporting
entity because of the significance of their operational or financial relationships with the City.

Discretely Presented Component Units: The component units’ columns in the combined financial statements include
the data of the City’s three component units. They are reported in separate columns to emphasize that they are legally
separate from the City. The governing bodies of these component units are appointed by City Council.

Lynchburg City Schools: The Lynchburg City Schools (the “Schools™) operates one pre-school, eleven elementary
schools, three middle schools, and two high schools in the City. The Schools are fiscally dependent on the City and
are prohibited from issuing bonded debt without approval of City Council. The City is legally obligated to provide
financial support to the Schools by State Law of the Commonwealth of Virginia. Annually, the State Superintendent
provides the City with the amount of the Required Local Effort (RLE).

Business Development Centre, Inc.: The Business Development Centre, Inc. (the “Centre”) provides business
advisory services to small businesses in the Central Virginia area, operates a business incubator, and provides
financing for qualifying businesses under certain federal programs. The City provides financial support to the
Centre by leasing to the Centre, at a nominal amount, the facility which houses the Centre’s operations. As part of
the operating agreement with the Centre, the City agrees to advance operating funds to the Centre to cover working
capital needs. The City has agreed to provide local matching funds under the revolving loan fund program.

Greater Lynchburg Transit Company: The Greater Lynchburg Transit Company (“GLTC”) was created in 1974
to serve the greater Lynchburg area with public bus and paratransit transportation. GLTC is organized as a not-
for-profit stock corporation with the City of Lynchburg as the sole stockholder. The capital for the purchase of the
Company’s assets has been provided by federal, state, and local grants, and GLTC is dependent on various
operating grants to subsidize operations. The City provides financial support to GLTC through the assumption of
the obligation to finance GLTC’s deficits and through annual appropriations for the GLTC operating budget. In
accordance with the Memorandum of Understanding signed in FY2013, when GLTC has an operating surplus, the
City will establish a Special Reserve to support transit operations. The reserve will be used to cover unplanned cash
shortfalls in the annual budget.

Complete financial statements of the individual component units can be obtained directly from their administrative offices
at the addresses listed below. The Lynchburg City Schools financial statements are not separately prepared, but are
included in this financial report.

Business Development Centre, Inc. Greater Lynchburg Transit Company
147 Mill Ridge Road Post Office Box 11286
Lynchburg, Virginia 24502 Lynchburg, Virginia 24506

Jointly Governed Organizations: The following entities are excluded from the accompanying financial statements:

Blue Ridge Regional Jail Authority: The Blue Ridge Regional Jail Authority (the “Authority”) was created by
certain Member Jurisdictions for the purpose of developing and operating a regional jail system to be established
by acquiring, renovating, and expanding certain existing jail facilities, and constructing additional jail facilities.
The Member Jurisdictions are the City of Lynchburg and the Counties of Amherst, Appomattox, Bedford, Campbell,
and Halifax. The Authority began operating the existing jail facilities in the Member Jurisdiction on July 1,1998.

(Continued)
20
Page 57 of 272



CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies (Continued)

A. Financial Reporting Entity (Continued)

Blue Ridge Regional Jail Authority: (Continued)

The City sold its existing jail facilities to the Authority during FY1997. A new central jail facility was constructed
in Lynchburg and opened in FY2000. It is owned and operated by the Authority. Each Member Jurisdiction pays
a per diem charge for each day that one of its prisoners is at any Regional Jail Facility. In accordance with the
Service Agreement, the Authority has divided the per diem charge into an operating component and a debt service
component. The per diem charge is based on an agreed-upon number of prisoner days, and is subject to an
adjustment at the end of each fiscal year. During FY2025, the City paid $7,084,836 to the Authority.

Horizon Behavioral Health (formerly Central Virginia Community Services Board): The City, in conjunction with
the counties of Amherst, Appomattox, Bedford, and Campbell participates in Horizon Behavioral Health, the
governing Board of which is composed of two members from each of the participating localities. The City
appropriated $943,770 for an operating contribution in FY2025.

Central Virginia Planning District Commission: The City serves as the grant recipient for the Federal Workforce
Innovation and Opportunity Act’s (WIOA) Adult, Dislocated Worker, and Youth Programs on behalf of the Central
Virginia Planning District Commission/Central Virginia Workforce Development Board. According to the
requirements, grant funds are used to provide employment and training activities for adults and dislocated workers
and to provide services for eligible youth. During FY2025, the Central Virginia Planning District Commission
received $1,210,170 in grant funds.

Region 2000 Services Authority: During 2008, the City, in conjunction with the Counties of Campbell and Nelson
and the City of Bedford, created the Region 2000 Services Authority (the “Authority”). Appomattox County joined
soon thereafter. The City of Bedford withdrew in 2013. Each member jurisdiction pays a per-ton disposal charge
based on the actual cost of operation (cost of service), which includes both an operating component and a debt
service component. The governing Board is composed of one member from each of the participating localities. In
accordance with the member use agreement, the City provided the Authority $300,000 in initial startup costs. During
FY2025, the City’s General Fund paid $695,449 to the Authority.

Central Virginia Radio Communications Board: During 2012, the Old Central Virginia Regional Radio
Communications Board was dissolved and replaced by the Region 2000 Radio Communications Board (the
“Board”); name has since reverted back to Central Virginia Radio Communications Board. Since the current
regional radio system was in need of significant upgrade and replacement before July 1, 2014, the Board was formed
in order to manage the project operations and maintenance, including the issuance of debt to finance the upgrades
and replacements in an efficient and cost effective manner. The Board consists of representatives from Amherst
County, Bedford County, the Town of Bedford, the City of Lynchburg, collectively the “Member Jurisdictions,”
and the Virginia’s Region 2000 Local Government Council, now named the Central Virginia Planning District
Commission (CVPDC). The Member Jurisdictions and the CVPDC entered into a Cooperative Agreement which
requires each Member Jurisdiction to contribute their pro rata share for annual capital costs, operational costs, and
any annual deficit. The City’s pro rata share is 33.1% effective through July 1, 2013. In accordance with the
Cooperative Agreement, the City transferred the title to all 1996 assets to the CVPDC. The CVPDC issued debtof
$13,100,000 in May 2012 to finance the upgrade and replacement of the existing radio system. Each Member
Jurisdiction contributes toward the debt service payments made by the CVPDC through their pro rata share of capital
costs. The City’s pro rata share of capital costs is 30.1%. Should the CVPDC fail to make debt service payments,
the Member Jurisdictions have a moral non-binding obligation to pay the debt service. During FY2025, the City
paid $716,135 to the Board. The City’s scheduled capital cost payment for FY26 is $735,777.

(Continued)
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CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies (Continued)

A. Financial Reporting Entity (Continued)

Related Organizations: The following entities are excluded from the accompanying financial statements:

Lynchburg Redevelopment and Housing Authority: Under the Code of Virginia (“Code’), the Commonwealth of
Virginia (“Commonwealth”) created in each city and county a redevelopment and housing authority which is a
separate political subdivision of the Commonwealth. In April 1956, City Council activated the Lynchburg
Redevelopment and Housing Authority (the “LRHA”) which owns and operates federal and state-assisted housing
projects for low-income families and administers urban development projects. Commissioners of the LRHA are
appointed by City Council; however, City Council is not financially accountable for LRHA. During FY2025, the
City appropriated $23,612 to the LRHA from the Community Development Block Grant Fund.

Economic Development Authority of the City of Lynchburg: Under the Code, City Council passed an ordinance on
March 14, 1967, which created the Industrial Development Authority of the City of Lynchburg (the “IDA”). The
IDA was established to promote industry and develop trade within the City. The IDA is governed by a board of
seven directors appointed by City Council; however, City Council is not financially accountable for the IDA. In
2008 City Council changed the name from the Industrial Development Authority (IDA) to the Economic
Development Authority (EDA) to more accurately reflect the work of the Authority beyond the focus of industrial
development. Lynchburg’s EDA takes an active role in economic development efforts, actively pursuing investment
and development opportunities, and elevating the economic development profile of the City. During FY2025, the .
City appropriated $250,176 to the Economic Development Authority.

Other Boards and Commissions: City Council appoints certain members of various boards and commissions’
governing bodies as provided under state and local laws and ordinances. The boards and commissions are advisory
in nature and City Council is not financially accountable for these organizations.

B. Basis of Presentation

The accompanying financial statements present the government and its component units, legally separate entities for which
the City is financially accountable.

Government-wide Statements: The statement of net position and the statement of activities report information on all of the
nonfiduciary activities of the primary government and its component units. These statements include the financial activities
of the overall government. The effect of interfund activity, other than services provided and used, has been eliminated
from these statements to minimize the double counting of internal activities. Excess revenues or expenses of the Internal
Service Fund are allocated to the appropriate governmental functional activity. These statements distinguish between the
governmental and business-type activities of the City. Governmental activities generally are financed through taxes,
intergovernmental revenues, and other non-exchange transactions. Business-type activities are financed in whole or in part
by fees charged to external parties.

The statement of activities presents a comparison between direct expenses and program revenues for the different business-
type activities of the City and for each function of the City’s governmental activities. Direct expenses are those that are
specifically associated with a program or function and, therefore, are clearly identifiable to a particular function. Indirect
expense allocations that have been made in the funds have been reversed for the statement of activities. Program revenues
include (a) fees and charges paid by the recipients of goods or services offered by the programs and (b) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program. Revenues that
are not classified as program revenues, including all taxes, are presented as general revenues.

(Continued)
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CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies (Continued)

B. Basis of Presentation (Continued)

Fund Financial Statements: The accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts
that comprise its assets, deferred outflows of resources, liabilities, deferred inflows of resources, fund equity, revenues,
and expenditures, or expenses, as appropriate. Government resources are allocated to and accounted for in individual funds
based upon the purposes for which they are spent and the means by which spending activities are controlled. The various
fund categories and fund types presented in the financial statements are described below:

Governmental Fund Types: Governmental funds account for expendable financial resources, other than proprietary
fund types. Governmental fund types use the flow of current financial resources measurement focus.

The City reports the following major governmental funds:

General Fund: The General Fund is the primary operating fund of the City. It accounts for all financial resources
except those required to be accounted for in another fund.

City Capital Projects Fund: The City Capital Projects Fund accounts for and reports financial resources that are
restricted, committed, or assigned to expenditures for capital outlays including the acquisition or construction of
capital facilities and other capital assets, other than those financed by proprietary funds and the School Capital
Projects Fund.

School Capital Projects: The School Capital Projects Fund accounts for and reports financial resources that are
restricted, committed, or assigned to expenditures for capital outlays approved by the School Board and City Council
for educational purposes.

The City reports the following non-major governmental funds:

Special Revenue Funds: Special Revenue Funds account for and report the proceeds of specific revenue sources
that are restricted or committed to expenditures for specified purposes other than debt service or capital projects.
These funds consist of the City Federal/State Aid Grants, Community Development Block Grant, Lynchburg
Business Development Centre, Forfeited Assets, Children’s Services Act, Lynchburg Expressway Appearance,
HOME Investment Trust, and Lynchburg Regional Juvenile Detention Center.

Proprietary Fund Types: Proprietary funds account for operations that are financed and operated in a manner
similar to private business enterprises. The proprietary fund measurement focus is on the flow of economic
resources. Operating revenues include charges for services and other revenues. Operating expenses include
personal services, operation and maintenance, supplies and materials, depreciation, as well as other services and
charges. All revenues and expenses, excluding capital contributions and transfers, not meeting these definitions are
reported as non-operating revenues and expenses.

The City reports the following major proprietary funds:

Enterprise Funds: Enterprise Funds account for (a) the financing of services to the general public where the intent
of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues earned, expense incurred, and/or net income
is appropriate for capital maintenance, public policy, management control, accountability, or other purposes.

These funds consist of the Water, Sewer, Stormwater, and Airport Funds.

(Continued)
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CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies (Continued)

B. Basis of Presentation (Continued)

Water Fund: The Water Fund operates the water distribution system for the City and supplies water to three
surrounding counties.

Sewer Fund: The Sewer Fund operates a regional wastewater treatment plant and a combined sewer system. The
Sewer Fund also performs cleaning, monitoring, and repairs to the wastewater collection system for the City and
provides conveyance and treatment services for three surrounding counties.

Stormwater Fund: The Stormwater Fund performs the operations and maintenance of the storm sewer collection
system and manages the City’s Small Municipal Separate Storm Sewer System [MS4] General Permit requirements
that incorporates water quality compliance goals established by Total Maximum Daily Loads [TMDLs] which
include the Chesapeake Bay and the James River Basin TMDLs.

Airport Fund: The Airport Fund accounts for the administration of the Lynchburg Regional Airport.

The total enterprise funds columns in the proprietary fund statements of net position and activities are essentially
equal to the business-type activity column in the government-wide statements, with the exception of the impact of
allocating internal service fund activity.

Additionally, the City reports the following fund types:

Internal Service Fund: The Internal Service Fund accounts for the financing of goods and services supplied to other
funds of the City on a cost-reimbursement basis. A Fleet Services Fund has been established to account for the
operation and maintenance of City vehicles.

Fiduciary Fund Types — Custodial Funds: Custodial Funds account for assets held by the City as a custodian for
others. The City’s custodial fund is the Special Welfare Fund.

During the course of operations, the government has activity between funds for various purposes. Any residual balances
outstanding at year-end are reported as due to/from other funds. While these balances are reported in fund financial
statements, certain eliminations are made in the preparation of the government-wide financial statements. Balances
between the funds included in governmental activities (i.e., the governmental and internal service funds) are eliminated so
that only the net amount is included as internal balances in the governmental activities column. Similarly, balances between
the funds included in business-type activities (i.e., the enterprise funds) are eliminated so that only the net amount is
included as internal balances in the business-type activities column.

Further, certain activity occurs during the year involving transfers of resources between funds. In fund financial statements
these amounts are reported at gross amounts as transfers in and out. While reported in fund financial statements, certain
eliminations are made in the preparation of the government-wide financial statements. Transfers between the funds
included in governmental activities are eliminated so that only the net amount is included as transfers in the governmental
activities column. Similarly, balances between the funds included in business-type activities are eliminated so that only
the net amount is included as transfers in the business-type activities column.

(Continued)
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CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies (Continued)

C. Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and reported in
the financial statements. Basis of accounting relates to the timing of the measurements made, regardless of the
measurement focus applied.

The government-wide financial statements are reported using the economic resources measurement focus and the accrual
basis of accounting, as are the proprietary fund financial 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 imposed by the provider have been met.

Governmental fund 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 to be available when they are collectible within the current period or soon enough thereafter to
pay liabilities of the current period. For this purpose, the City considers revenues to be available if they are collected within
45 days of the end of the current fiscal period for most non-grant revenues. Reimbursement basis grants are recognized as
revenue when all eligibility requirements are met and are considered available if they are collected within one year of the
end of the current fiscal period. 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 payment is due.

Intergovernmental revenues, consisting principally of categorical aid from federal and state agencies, are recognized when
earned or at the time of the specific expenditure. Sales, Communication Sales and Use, and public utility taxes, which are
collected by the Commonwealth of Virginia and public utilities, respectively, and subsequently remitted to the City, are
recognized as revenues and receivables when measurable and available.

Proprietary fund types utilize the accrual basis of accounting. Revenues are recognized when earned, including unbilled
utility receivables, and expenses are recognized when incurred. 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 enterprise funds and of the City’s internal service fund are charges to customers for sales and
services. The City also recognizes as operating revenue the portion of tap fees intended to recover the cost of connecting
new customers to the system. Operating expenses for enterprise funds and internal service funds 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.

Fiduciary fund reporting focuses on net position and changes in net position. Financial statements of fiduciary funds are
reported using the economic resources measurement focus and the accrual basis of accounting.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or privileges
provided, 2) operating grants and contributions, and 3) capital grants and contributions. Internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues include all taxes.

When both restricted and unrestricted resources are available for use, it is the City’s policy to use restricted resources first,
then unrestricted resources as they are needed.

(Continued)
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CITY OF LYNCHBURG, VIRGINIA

Notes to Financial Statements
as of June 30, 2025

Note 1. Summary of Significant Accounting Policies (Continued)

C. Measurement Focus and Basis of Accounting (Continued)

As a result of the different measurement focus and basis of accounting used in preparing the government-wide statements,
a reconciliation between the government-wide and fund financial statements is necessary. Exhibit 4 presents a
reconciliation of the net position as reported on the Statement of Net Position (Exhibit 1) to total governmental fund balance
as reported on the Balance Sheet — Governmental Funds (Exhibit 3). Exhibit 6 presents a reconciliation of the total change
in net position as reported on the Statement of Activities (Exhibit 2) and the total net change in fund balances as reported
on the Statement of Revenues, Expenditures, and Changes in Fund Balances — Governmental Funds (Exhibit 5).

D. Budgets and Budgetary Accounting

All governmental and proprietary funds have legally adopted budgets. The Lynchburg Business Development Centre Fund
does not adopt a legal annual budget. The City follows these procedures in establishing the budgetary data reflected in the
financial statements:

e Typically, in early March the City Manager submits to City Council a proposed operating budget for the fiscal year
commencing July 1 and ending June 30 of the following year. The operating budget includes proposed expenditures and
the means of financing them.

e  Council studies the proposed budget at work sessions throughout the months of March and April and holds a public
hearing to receive citizens’ comments.

e  Council makes final budget decisions and adopts the budget through passage of an appropriations resolution during the
month of May. By July 1, the City Manager prepares and distributes the adopted budget.

e The City prepares a five-year Capital Improvement Program (CIP) for the City Capital Projects, School Capital
Projects, Water, Sewer, Stormwater, and Airport funds. The CIP specifies capital improvement or construction
projects, which are tentatively identified for funding during the next five years, with the first year of the plan serving as
the capital budget. Project budgets are utilized in the capital project funds. Appropriations for the capital projects funds
are continued until completion of applicable projects, even when projects extend for more than one fiscal year, or until
repealed.

e Budgets for the General, Water, Sewer, Stormwater, Airport, Capital Projects, and all Special Revenue Funds are
prepared in accordance with the City Charter on the modified accrual basis of accounting. Encumbrances are treated as
committed and/or assigned fund balance and re-appropriated in the next fiscal year. Revenues, expenditures, and
transfers related to internal service type functions are included for budget purposes. The budget for the Lynchburg
City Schools (School Operating Fund) is prepared on the modified accrual basis of accounting.

o The City Manager is authorized to transfer budgeted amounts between departments within any fund; however, any
revisions that alter the total budget amounts and/or appropriations of any fund require an amendment to the budget.
The Code of Virginia requires that City Council approve any amendment. If the total of the proposed amendment
exceeds one percent of the total budgeted revenue, the proposed amendment must be advertised and a public hearing
must be held before City Council can act. After the public hearing, City Council can act on the proposed amendment.
The Superintendent of the Schools is authorized to transfer budget amounts within departments; however, any
revisions that alter total budget amounts of any department must be approved by the School Board.
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Note 1.

Summary of Significant Accounting Policies (Continued)

D. Budgets and Budgetary Accounting (Continued)

All operating budget appropriations lapse at the end of the fiscal year to the extent that they are not expended or
encumbered, with the exception of year-end carry-forward items approved by City Council.

Prior to the implementation of GASB 54, the City’s special revenue funds included the Technology Fund which has a
separate legally adopted budget. With the implementation of GASB 54, the Technology Fund is utilized for internal
reporting purposes only. For financial statement reporting (GAAP-basis), the Technology Fund is collapsed into the
General Fund. For budgetary basis reporting, the Technology Fund is not included with the General Fund.

The following is a reconciliation of the results of operations for the year on the budgetary basis to the GAAP basis.

General Fund

Net change in fund balance (non-GAAP budgetary basis) $ 1,709,140
Less: Net change in fund balance for Technology Fund (28,256)

Net change in fund balance (GAAP basis) $ 1,680,884

E. Assets, Deferred Outflows, Liabilities, Deferred Inflows, and Net Position

Cash and Cash Equivalents

The City considers all highly liquid investments (including restricted assets) with a maturity of three months or less
when purchased to be cash equivalents.

Investments

Investments are reported at fair value. Interest earned by certain funds of the Schools and City Capital Projects Fund
are allocated to the General Fund. All other interest is allocated to the fund which owns the underlying investments.

Receivables

The City calculates its allowance for uncollectible accounts using historical collection data, and specific account
analysis. Receivables are presented net of allowance for doubtful accounts. The allowance is composed of the
following:

General Fund, property taxes, and other receivables $ 2,993,041
General Fund, ambulance receivables $ 3,122,222
Enterprise Funds $ 734,944
(Continued)
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Note 1. Summary of Significant Accounting Policies (Continued)

E. Assets, Deferred OQutflows, Liabilities, Deferred Inflows, and Net Position (Continued)

° Inventory

Inventory in the Water and Internal Service Funds is valued at cost using the first-in, first-out (FIFO) method. This
inventory consists principally of spare parts and fuel held for consumption. The cost is recorded as an expense at the
time individual inventory items are withdrawn for use. Inventory in the Lynchburg City School Nutrition program is
valued at fair value. This inventory consists of purchased foods, USDA Foods (donated commodities), as well as
kitchen supplies. An expense adjustment is made annually after the year-end inventory is counted and valued.

. Capital Assets

Governmental funds: Capital outlays are recorded as expenditures on the fund basis and as assets on the government-
wide financial statements to the extent the City’s capitalization thresholds of $5,000 for equipment and $20,000 for
buildings, infrastructure, and land improvements are met. Infrastructure has been capitalized retroactively to 1980.
All capital assets are valued at historical cost or estimated historical cost if actual cost is not available. Donated
assets, donated works of art and similar items are reported at acquisition value rather than fair market value on the
date donated. Schools buildings and other facilities are capital assets for the City government and not for the
component unit.

Works of art, historical treasures, and similar assets have not been capitalized because they are held for public
exhibition, education, or research in furtherance of public service, rather than financial gain. The collection is
protected, kept unencumbered, cared for, and preserved. The collection is subject to an organizational policy that
requires the proceeds from sales of collection items to be used to acquire other items for collections.

Proprietary funds: Capital outlays of the proprietary funds are recorded as capital assets on both the fund basis and
the government-wide basis. Capital assets are stated at cost or estimated original cost based on independent consultant
studies, net of accumulated depreciation. Donated assets, donated works of art and similar items are reported at
acquisition value rather than fair market value on the date donated. Capital assets received in a service concession
arrangement are reported at acquisition value rather than fair value.

Repairs and maintenance are charged to expense when incurred. When capital assets are sold or retired, the cost of
the assets and the related accumulated depreciation are eliminated and a gain or loss is recognized.

Capital assets are depreciated using the straight-line method over their estimated useful lives as follows:

Years

Land improvements 15-20
Buildings and improvements:

New construction 30-40

Improvements 15-20

Infrastructure 30-50

Machinery and equipment 5-10

(Continued)
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Note 1. Summary of Significant Accounting Policies (Continued)

E. Assets, Deferred Outflows, Liabilities, Deferred Inflows, and Net Position (Continued)

e Deferred Outflows / Inflows of Resources

In addition to assets, the statements that present net position report a separate section for deferred outflows of
resources. These items represent a consumption of net assets that applies to future periods and so will not be
recognized as an outflow of resources (expense) until then. In addition to liabilities, the statements that present
financial position report a separate section for deferred inflows of resources. These items represent an acquisition of
net assets that applies to future periods and so will not be recognized as an inflow of resources (revenue) until that
time. The City and Schools have the following items that qualify for reporting as deferred inflows or outflows:

e The deferred charge on refunding reported in the government-wide statement of net position results from the
difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred and amortized
over the shorter of the life of the refunded or refunding debt.

e Contributions subsequent to the measurement date for pensions and OPEB are always a deferred outflow; this
will be applied to the net pension or OPEB liability in the next fiscal year.

o Differences between expected and actual experience for economic/demographic factors, as well as changes in
actuarial assumptions in the measurement of the total pension or OPEB liability. This difference will be
recognized in pension or OPEB expense over the expected average remaining service life of all employees
provided with benefits in the plan and may be reported as a deferred inflow or outflow as appropriate.

e Difference between projected and actual earnings on pension and OPEB plan investments. This difference will be
recognized in pension or OPEB expense over a closed five-year period and may be reported as a deferred outflow
or inflow as appropriate.

e Changes in proportion and differences between employer contributions and proportionate share of employer
contributions in the Virginia Retirement System’s teacher cost-sharing pool or OPEB cost-sharing pool plans.
This difference is deferred and recognized in expense over the average remaining service life of the employees
who are subject to the plan, and may be reported as a deferred outflow or inflow as appropriate.

e Unavailable revenue is reported only in the governmental funds balance sheet under a modified accrual basis of
accounting. The governmental funds report unavailable revenue from property taxes and other receivables not
collected within 45 days of year-end and property taxes levied to fund future years. These amounts are deferred
and recognized as an inflow of resources in the period that the amounts become available.

e At the government-wide level, the City reports deferred inflows for unearned property taxes which are billed
and/or collected but are intended to fund future years.

e Compensated Absences

City employees accumulate either vacation/sick leave (VRS Plan 1 & 2 employees) or PTO (VRS Hybrid employees)
depending upon their hire date. Upon termination of employment vacation leave for Plan 1&2 employees is paid out
up to a maximum of 288 hours; PTO leave for Hybrid employees is paid out up to a maximum of 248 hours, depending
on length of service. Sick leave for Plan 1&2 employees is not paid out at all. The current portions are recorded as
liabilities in the governmental fund financial statements when they have matured as a result of employee resignations
and retirements. In proprietary funds, both the expenses and the liabilities are recorded as benefits as earned. All
vacation pay is accrued when incurred in the government-wide financial statements. Each operating fund is responsible
for covering its share of vacation pay liability.

(Continued)
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Note 1. Summary of Significant Accounting Policies (Continued)

E. Assets, Deferred Outflows, Liabilities, Deferred Inflows, and Net Position (Continued)

e Arbitrage Rebate Liability

The U.S. Treasury has issued regulations on calculating the rebate due the Federal government on arbitrage profits
and determining compliance with the arbitrage rebate provisions of the Tax Reform Act of 1986. Arbitrage profits
arise when the City temporarily invests the proceeds of tax-exempt debt in securities with higher yields. The City
treats the estimated rebate payable as a reduction of available financial resources in the fund that earned the arbitrage
