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RICHARD F. PAULMANN CPA, LLC.
301 MOUNT MERCY ROAD
PEWEE VALLEY, KY 40056

Ph: (502) 550-1568
E-mail: Richardpaulmann@twc.com

INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and City Council
City of Lyndon, Kentucky

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the City of Lyndon, Kentucky as of and for the year ended June 30, 2024,
and the related notes to the financial statements, which collectively comprise the City of Lyndon, Kentucky’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, each major fund, and the aggregate remaining fund information of
the City of Lyndon, Kentucky, as of June 30, 2024, and the respective changes in financial position, and, where
applicable, thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Audifing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City of Lyndon, Kentucky and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the City of Lyndon, Kentucky’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.
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* Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

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 Lyndon, Kentucky’s internal control. Accordingly, no such opinion is
expressed.

» 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.

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

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and budgetary comparison information on pages 5-8 and 35 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.,

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 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 November 22, 2023, on
our consideration of the City of Lyndon, Kentucky'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 of Lyndon,
Kentucky'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 City of Lyndon, Kentucky's internal
control over financial reporting and compliance.

Richard F. Paulmann CPA, LLC
Pewee Valley, KY !
January 2, 2025



CITY OF LYNDON, KENTUCKY

Management’s Discussion and Analysis

The management of the City of Lyndon, Kentucky desires to offer the readers of these financial
statements this narrative and analysis of the financial activities of the City of Lyndon, Kentucky for the
fiscal years ended June 30, 2024,

Financial Highlights

During the fiscal year 2024, the City had general revenues of $6,766,393, an increase from 2023 of
$2,837,812. Total expenditures for fiscal year 2024 were 57,114,191, representing an increase of
$1,555,627. With expenditures greater than revenues by $347,798, the City’s Net Assets decreased from
514,913,631 to §14,565,832.

The financial position of the City remains strong. Tax revenues remain consistent as well as operating
expenses. The main variance overall in revenues is related to grant. The combined genersl and special
fund balance at June 30, 2024 was $4,574,335, a decrease of $1,317,828. Non-major governmental
funds balance was $1,063,415, an increase of $6,985. Total fund balances decreased $1,317,828 or 22%.
The non-major governmental fund balance is restricted for roads. The general fund balance is not
restricted and is available for future use.

The ending cash balance for the City was $4,498,120. This reflects a decrease in cash during the year of
$1,136,081.

Overview of the Financial Statements

The discussion and analysis are intended to serve as an introduction to the City of Lyndon, Kentucky’s
basic financial statements. These statements consist 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 themselves.

Government-Wide Financial Statements are designed to provide readers with a broad overview of the
City of Lyndon, Kentucky's finances, in a manner similar to a private-sector business. The government-
wide financial statements consist of a statement of net position, and a statement of activities.

The statement of net position presents information on all of the City of Lyndon, Kentucky assets and
liabilities with the difference between the two reported as net position. Over time, increases or
decreases | net position may serve as a useful indicator of whether the financial position of the City of
Lyndon, Kentucky is improving or deteriorating.

The statement of activities presents information showing how the government’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the changes occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods.



CITY OF LYNDON, KENTUCKY

Management’s Discussion and Analysis
Overview of the Financial Statements (Continued)

Government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues. The City of Lyndon Kentucky’s activities include administration,
law enforcement, public works and waste management. Capital outlays and related debt are also
supported by these revenue sources. The government-wide financial statements can be found on pages
9-15 of this report.

Fund financial statements are a grouping of related accounts that is used to maintain control over
resources that have been segregated for specific activities or objectives. The City uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. The basic government
fund financial statements can be found on pages 11-15 of this report.

Notes to the financial statements provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements. The notes to the financial
statements can be found on pages 16-33 of this report.

FYE 2024 FYE 2023 Increase
Amount Amount (Decrease)
Current and other assets 3,999,964 4,417,369 (417,405)
Investments 498,156 1,216,832 (718,676)
Receivables 671,334 495,135 176,199
Prepaids -0- -0- -0-
Capital assets and land 10,656,925 9,682,327 974,598
Total Assets 15,826,379 15,811,663 14,716
Deferred Qutflow Resources
Pension Plan 138,463 82,192 56,271
Post employment benefits 125,265 123,149 2,116
263,728 205,341 53,387
Payables 323,338 165,348 157,990
Accrued expenses 282,082 71,823 210,259
Net Pension Lability 560,803 557,791 3,012
Net OPEB Liability 20,618 152,237 (131,619)
Total Liabilities 1,186,841 947,199 239,642
Deferred inflows of Resources
License Fee Revenue -0- 5,219 (5,219)
Deferred Pension Investment Earnings 560,803 68,518 492,285
Deferred OPEB 20,618 82,438 {(61,820)
581,421 156,175 425,246
Invested in Capital Assets 10,656,825 9,682,327 974,498
Restricted 1,056,430 1,155,135 (98,705)
Unrestricted 2,852,477 4,076,168 (1,223,691)
Total Net Assets 14,565,832 14,913,631 (647,799)




CITY OF LYNDON, KENTUCKY

Management’s Discussion and Analysis

The Statement of Net Position shows that the City of Lyndon, Kentucky has assets of $16,090,108 with
liabilities of 1,524,275. Of the $16,090,108 total assets, $10,565,833 is comprised of capital assts, net
depreciation increased by $964,298 or 10%. This increase was mostly due to the land purchased during

the fiscal year.

Supplementary Information

Budgetary comparisons of the General Fund and Special Revenue Fund are shown on page 15. These
schedules show the original budget as approved and the final budget. Amendments to the budget were
made during the fiscal year. The statement also shows a comparison of the final budget to “Actual”. The
actual is a modified accrual basis that reflects items received or paid for after the fiscal year end. The
budget is also prepared on a modified accrual basis. Actual expenditures were under budget in every
category. The Municipal Road Aid Fund was also not amended during the fiscal year.

General Revenue
Property taxes
Insurance Premium taxes
Intergovernmental Revenue
Municipal Road Aid
Interest Income
Business License and permits
Rental Income
Grant income
Miscellaneous

Total General Revenue

Net Expenses

General Government

Public Safety

Public Works

Sanitation

Community Development
Total Net Expense

Capital Projects

Total Other Income (Expense)

Net Change in Fund Balance
Beginning Fund Balance
Ending Fund Balance

FYE 2024 FYE 2023 Increase

Amount Amount (Decrease)
1,964,442 1,627,772 336,670
2,177,765 1,490,081 687,684
-0- 1,803 {(1,803)
264,322 230,600 33,722
77,185 50,521 26,664
115,869 58,964 56,905
8,735 16,483 (7,748)
366,247 0 366,247
1,791,828 452,357 1,339,471
6,766,393 3,928,581 2,837,812
3,045,186 1,482,143 1,563,043
2,061,439 2,342,715 (281,276)
356,042 437,826 (81,784)
907,763 596,444 311,319
203,535 254,692 (51,157)
6,573,965 5,113,820 1,460,145
1,503,271 1,241,624 261,647
1,503,271 1,241,624 261,647
(1,219,126) (2,426,863) 1,116,020
5,892,163 8,319,026 (2,426,863)
4,581,320 5,892,163 (1,310,843)




CITY OF LYNDON, KENTUCKY
Management'’s Discussion and Analysis

Summary
The current financial statement reporting model is mandated by the Governmental Accounting
Standards Board (GASB). The City of Lyndon, Kentucky implemented these changes in 2004.

Requested for Information

This report is designed to provide a general overview of the City’s finances and to show the City's
accountability to its residents. IF you have questions about this report or need additional financial
information, please direct your request to the City Treasurer, City of Lyndon, Kentucky, 505 Wood Road,
Louisville, KY 40202.



CITY OF LYNDON, KENTUCKY
STATEMENT OF NET POSITION
JUNE 30, 2024

Governmental
Activities
Assets
Current Assets
Cash and cash equivalents S 3,999,964
Receivables, Net
Property Taxes 85,814
Other Receivables 595,821
Investments 498,156
Land Held for Resale 1,670,143
Capital Assets Net of Accumulated Depreciation $10,759,890 8,976,482
Total Assets ) 15,826,380
Deferred Outflow of Resources
Defined OPEB S 125,265
Pension Contributions 138,463
Total Deferred Outflow of Resources S 263,728
Liahilities
Current Liabilities
Accounts Payable S 323,338
Accrued Expenses 210,258
Accrued Payroll Liabilities 71,823
Net Pension Liability 560,803
Net OPEB liability 20,618
Total Current Liabilities S 1,186,841
Deferred Inflows of Resources
Deferred inflows related to pension plan 121,261
Deferred inflows related to OPEB 216,173
Total Deferred Inflow of Resources S 337,434
Net Position
Invested in Capital Assets, Net of Related Debt S 10,646,625
Restricted 1,313,415
Unrestricted 2,605,793
Total Net Position S 14,565,833

See Accompanying notes to the basic Financial Statements
9



CITY OF LYNDON, KENTUCKY

STATEMENT OF ACTIVITIES

Far the Year Ended June 30, 2024

Governmental Activities

Operating Capital
Charges for Grants and Grants and Net (Expense)
Functions/Programs Expenses Services Contributions  Contributions Revenue
Governmental Activities
General Government 3,578,427 § S - - 8 (3,578,427)
Public Safety 2,061,438 1,024,552 - {1,036,887)
Public Warks 363,027 - 264,322 - (98,705)
Sanitation 907,763 £ - (907,763)
Community Development 203,535 8,736 - (194,799)
Total Governmental Activities 7,114,191 1,033,288 264,322 - {5,816,581)
Total Government 7,114,191 $ 1,033288 S 264,322 - S (5,816,581)
Governmental
Functions/Programs Activities
Net (Expense) Revenue (5,816,581)
General Revenues
Taxes
Property Taxes 1,964,442
Insurance Taxes 2,177,765
Occupational tax 1,084,014
Interest Income 77,185
License and Permits 115,869
Franchise Income 43,252
Miscellaneous 6,256
Total General Revenues 5,468,783
Change in Net Position (347,798)
Net Position, July 1, 2023 14,913,631
Net Position, June 30, 2024 S 14,565,833

See accompanying notes ta the basic financial statements

PAGE 10




CITY OF LYNDON, KENTUCKY

BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2024
Special Total
Governmental Revenue Governmental
Activities Fund Funds

Assets
Cash and Cash Equivalents S 2,936,549 1,063,415 § 3,999,964
Receivables, Net

Property Taxes 85,814 85,814

Other Receivables 595,821 595,821
Land held for resale - -
Investments 498,156 - 498,156
Total Assets S 4,116,340 1,063,415 S 5,179,755
Liabilities
Accounts Payable S 323,338 S 323,338
Accrued Expenses 210,259 210,259
Accrued Payroll Liabilities 71,823 71,823
Total Liabilities S 605,420 -5 605,420
Fund Balance
Nonspendable -Land held for resale - -
Restricted 1,063,415 1,063,415
Unassigned 3,510,920 - 3,510,920
Total Fund Balance 3,510,920 1,063,415 4,574,335
Total Liabilities and Fund Balance S 4,116,340 1,063,415 S 5,179,755

See accompanying notes to the basic financial statements

PAGE 11



CITY OF LYNDON, KENTUCKY
BALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 30, 2024

Reconciliation of Fund Balance - Total Governmental Funds to Net Position of Governmental Funds

Fund Balance - Total Governmental Funds S 4,574,335

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

Capital assets used in the governmental activities are not financial 10,646,625

Deferred outflows and inflows for resources related to pension and

Deferred outflows relate to pension plan 138,463
Deferred outflows related to OPEB 125,265
Deferred inflows related to pension plan (121,261)
Deferred inflows related to OPEB (216,173)

The City's proportionate share of the collective net liability for the
pension and OPEB as of June 30, 2021 (measurement date) are not due
and payable at June 30, 2022 and, therefore, are not reported in the

Net Pension liability (560,803)
Net OPEB liability (20,618)
Net Position of Governmental Activities S 14,565,833

See accompanying notes to the basic financial statements
PAGE 12



Revenues
Taxes
Property Taxes
Insurance Taxes
Interovermental Revenue
Interest Income
License and Permits
Rental Income
Municipal Road Aid
Grant Income
Miscellaneous
Total Revenues

Expenditures
Current Operating
General Government
Public Safety
Public Works
Sanitation
Community Development
Total Expenditures

Other Financing Sources (Uses)
Transfers in
Transfers out
Purchase of Capital Assets

Total Other Financing Sources (Uses)
Net Change in Fund Balance

Fund Balance, July 1, 2023

Fund Balance, June 30, 2024

See accompanying notes to the basic financial statements

CITY OF LYNDON, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2024

Page 13

Special Total
General Revenue Governmental

Activities Fund Funds
1,964,442 1,964,442
2,177,765 2,177,765
77,185 - 77,185
115,869 115,869
8,735 8,735
264,322 264,322
366,247 - 366,247
1,791,828 1,791,828
6,502,071 264,322 6,766,393
3,052,171 3,052,171
2,061,439 2,061,439
356,042 356,042
907,763 907,763
203,535 203,535
6,224,908 356,042 6,580,950
(1,503,271) (1,503,271)
(1,503,271) - (1,503,271)
(1,226,108) (91,720) (1,317,828)
4,737,028 1,155,135 5,892,163
3,510,920 1,063,415 S 4,574,335




CITY OF LYNDON, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2024

CONTINUED

Reconciliation of the Change in Fund Balance - Total Governmental
Funds to the Change in Net Position of Governmental Activities

Net Change in Fund Balance - Total Governmental Funds S (1,317,828)

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

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

amount by which depreciation ($528,673) exceeded capital outlays ($1,503,271)

in the current period.
Capital Outlay 1,503,271
Depreciation (528,673)

Pension and OPEB expenses in the statement of activities is recognized as the City's
proportionate share of the collectivie pension and OPEB expenses for the plan whereas
governmental funds recognize pension and OPEB expenses as the contribution made in
the fiscal year.

CERS OPEB contributions 63,098
CERS OPEB expenses (14,897)
CERS pension contributions 4,232
CERS pension expense (57,001}
Change in Net Position of Governmental Activities S (347,798)

See accompanying notes to the basic financial statements
Page 14



CITY OF LYNDON, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET TO ACTUAL -GOVERNMENTAL FUNDS
For the Year Ended June 30, 2024

Variance
Budget Actual with Final
Original Amended Amounts Budget
Revenues
Taxes
Property Taxes 1,792,500 1,942,767 1,964,442 (21,675)
Insurance Taxes 1,800,000 1,921,074 2,177,765 (256,691)
License and Permits 73,000 80,000 115,869 (35,869)
Intergovermental Revenue 11,700 14,700 - 14,700
Franchise Fees 47,500 47,500 43,252 4,248
Interest Income 14,000 50,000 77,185 (27,185)
Facilities Rental 10,500 10,500 8,735 1,765
Other 1,615,000 1,725,838 1,748,576 (22,738)
Grant Income - 366,247 (366,247)
Total Revenues 5,364,200 5,792,379 6,502,071 (709,692)
Expenditures
Current Operating
General Government 1,894,805 3,048,674 3,052,171 (3,497)
Public Works 430,000 328,592 370,044 (41,452)
Sanitation 840,000 507,254 907,763 (509)
Public Safety 2,500,000 2,698,302 2,061,439 636,863
Community Development 162,500 197,783 203,535 (5,752)
Capital Projects 2,133,000 176,460 1,133,227 (956,767)
Total Expenditures 7,960,305 7,357,065 7,728,179 (371,114)
Excess of Revenue Over (Under) Expenditures {2,596,105) (1,564,686) (1,226,108) (338,578)
Fund Balance, Beginning 4,375,000 4,505,900 4,737,028 (231,128)
Fund Balance, Ending S 1,778,895 $ 2,941,214 S 3,510,920 S (569,706)

The Accompany Notes to the Financial Statements are an Integral Part of the Financial Statements
Page 15



CITY OF LYNDON, KENTUCKY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
BUDGET TO ACTUAL -SPECIAL REVENUE FUNDS
For the Year Ended June 30, 2024

Variance
Budget Actual with Final
Original Amended Amounts Budget
Revenues
Municipal Road Aid 210,000 210,000 264,322 (54,322)
Interest Income 500 500 = 500
Other 500 500 - 500
Total Revenues 211,000 211,000 264,322 (53,322)
Expenditures
Current Operating
Public Works 910,500 910,500 356,042 554,458
Total Expenditures 910,500 910,500 356,042 554,458
Excess of Revenue Over (Under) | (699,500) (699,500) (91,720) (607,780)
Fund Balance, Beginning 1,100,500 1,100,500 1,155,135 (54,635)
Fund Balanc 5 401,000 § 401,000 S 1,063,415 S (662,415)

The Accompany Notes to the Financial Statements are an Integral Part of the Financial Statements
Page 16



City of Lyndon, Kentucky
NOTES TO FINANCIAL STATEMENTS
For the Year Ended JUNE 30, 2024

Note 1 - Summary of Significant Accounting Policies

Reporting Entity

The City of Lyndon, Kentucky (the City) was founded in 1871 and was incorporated in 1965 and operates under
The Kentucky Revised Statues, as amended. The City operates under the Mayor-Council form of government and
provides the following services as authorized by its charter; municipal services, including care and maintenance
of streets, police protection, garbage collection, and administrative services. As required by accounting principles
generally accepted in the United States of America (GAAP), the accompanying basic financial statements present
the activities of the City.

The basic financial statements of the City of Lyndon, Kentucky have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The significant accounting policies of the City are described below.

Basis of Presentation

Government-Wide Financial Statements

The Statement of Net Position and Statement of Activities reflect financial information of the City as a whole.
These statements include the primary government and its component units if applicable. Government-wide
statements distinguish between governmental and business -type activities. Currently, the City does not engage
in any business-type activities nor have any reportable component units.

The governmental-wide financial statements (i.e. the statement of net position and the statement of activities)
report information on all of the non-fiduciary activities of the primary government. For the most part, the effect
of inter-fund activity has been removed from these statements.

These financial statements follow the provisions of GASB Statement “Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Government.”

Governmental activities, which are normally supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely to a significant extent on fees and charges for.support.
Currently the city does not engage in any business-type activities.

Amounts paid to acquire capital assets are capitalized as assets in the governmental-wide financial statements,
rather than reported as an expenditure.

Invested in capital assets net of related debt- This component of net position consists of capital assets, including
restricted capital assets, net of accumulated depreciation and are reduced by the outstanding balance of any
bonds, mortgages, notes, or other borrowing that are attributable to the acquisition, construction, or
improvement of those assets. If there are significant unspent proceeds at year-end, the portion of debt
attributable to the unspent proceeds is not included in the calculation of invested in capital assets, net of related
debt. The portion of the debt included in the same net position component as unspent proceeds.

PAGE 17



City of Lyndon, Kentucky
NOTES TO FINANCIAL STATEMENTS
For the Year Ended JUNE 30, 2024

Note 1 - Summary of Significant Accounting Policies
(Continued)

Restricted — This component of net position consists of constraints placed on net position used through external
constraints imposed by creditors (such as through debt covenants), grantors, contributions, or laws or regulations
of other governments or constraints imposed by law through constitutional provisions or enabling legislation.

Unrestricted net position — This component of net position consists of net position that does not meet the
definition of “restricted” or “invested in capital assets, net of related debt.”

The City’s policy is to use restricted assets first when an expense is incurred for purposes for which both restricted
and unrestricted net position are available.

The Statement of Net Position and Statement of Net Activities reflect information of the City as a whole. These
statements include the primary government and its component units if applicable. Governmental-wide
statements distinguish between governmental and business-type activities. Currently, the City does not engage in
any business-type, inter-governmental revenues, and non-exchange revenue type activities.

The statement of activities presents direct expenses, which are clearly identifiable with a specific function or
segment. Program revenues include 1), grants from the State of Kentucky for public safety/police protection 2),
Kentucky Municipal Aid grants for public safety/road improvements, repairs, and maintenance. Taxes and other
revenue items are reported as general revenues.

Long-term debt is reflected on the statement of net assets and principal payments, on long-term debt are reported
as reductions of long-term debt.

Fund Financial Statements

The City uses funds to report its financial position and the results of its operations. Fund accounting is designed
to demonstrate legal compliance and to aid management by segregating transactions relating to certain
governmental functions or activities. A fund is a separate entity with a self-balancing set of accounts. Funds of the
City’s general activities including the collection of legally restricted monies, administrative expense and the
acquisition or construction of capital assets.

The government reports the following funds of the financial reporting entity. The general fund is the government'’s
primary operating fund and is considered the City’s only major governmental fund. It accounts for all financial
resources of the general government, except for those required to be accounting for in another fund. The special
revenue finds are used to account for the proceeds of specific revenue sources that are legally restricted to
expenditures for specific purposes. The City accounts for Kentucky municipal road aid, the local government
economic assistance in the special revenue funds group. Municipal road aid is restricted to road construction,
repairs, and maintenance.
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City of Lyndon, Kentucky
NOTES TO FINANCIAL STATEMENTS
For the Year Ended JUNE 30, 2024

Note 1 - Summary of Significant Accounting Policies
(Continued)

Measurement Focus and Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement focus and
the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability
is incurred, regardless of the timing of related cash flows. Revenues are recognized in the year for which they are
due. This method differs from the manner in which governmental fund financial statements are prepared.
Therefore, governmental fund financial statements include reconciliations with brief explanations to better
identify the relationship between the government-wide statements and the statements of governmental funds.
Expenses are classified by function.

The government-wide Statement of Activities presents a comparison between expenses and program revenues
for each segment of the business — type activities of the City and for each governmental program. Program
revenues include charges paid by the recipients of the goods or services offered by the program and grants and
contributions that are restricted to meeting the operational or capital requirements of a particular program. The
City’s program revenue for the year includes charges for services and operating grants including police grants and
municipal aid road grants. Revenues not classified as program revenues are presented as general revenues. The
comparison of program revenue and expenses identifies the extent for which each program or business segment
is self-financing or draws from the general revenues of the City.

Governmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis to accounting for governmental fund types. The modified accrual basis of
accounting recognizes revenues when they are measurable and available. Measurable means the amount can be
determined.

Available means collectible within the period or soon enough thereafter to pay current liabilities. The City
considers property taxes as available if they are collected within sixty days after year-end. A ninety-day period is
used for revenue recognition for all other governmental funds revenues. Also, under the modified accrual basis of
accounting, expenditures are recorded when the related fund liability is incurred, except for capital asset
acquisitions and general obligation debt and interest which are reported as expenditures in the year due.

Budgetary Accounting

The budget information reflected in the financial statements is the annual budget adopted by the City in
accordance with the provisions of Kentucky law. It is presented to the Council in the form of an ordinance and
may be amended by subsequent ordinance or by municipal order.

Budgetary Comparison Schedules

As required by generally accepted governmental accounting principles, the budget comparison schedules have
been prepared in the same form as the legally adopted budget; therefore, its form varies somewhat from the

Statement of Revenues, Expenditures and Changes in Fund Balances on page 15. The City prepares its annual
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended JUNE 30, 2024

Note 1 - Summary of Significant Accounting Policies
(Continued)

budget on the modified accrual basis of accounting which is consistent with the amounts reflected in the funds
financial statements. During the year, the City amended its general fund budget.

Cash and Cash Equivalents

Cash and cash equivalents include amounts in demand deposits as well as money market accounts. For the
purposes of these financial statements the City considers as cash equivalents all highly liquid investments with
maturities of three months or less when purchased and readily convertible to cash.

Generally, the City’s investing activities are managed under the custody of the City Treasurer. Investing is
performed in accordance with investing policies complying with state statues and the City Charter. City funds may
be invested in: (1) obligation of the United States and its agencies and instrumentalities, (2) obligations of any
corporation of the United States government, (3) certificates of deposit in institutions insured by the Federal
Deposit Insurance Corporation (FDIC) and (4) bonds or certificates of indebtedness of the Commonwealth of
Kentucky.

State statues authorize the City to invest in obligations of the U.S. Treasury and the U.S. agencies, certificate of
deposit, money market savings accounts, repurchase agreement, passbooks, and other available bank investment
provided that such financial institutions are insured by an agency of the U.S. Government. Investment in excess
of the insured amount must be secured with approved securities pledge by the financial institution.

As of June 30, 2024, $1,313,415 was restricted for road construction and related repairs.
Property Taxes and Property Tax Receivable

Property taxes are levied as of July 1, on assessed value listed as of the proceeding January 1 for all real and
personal property located in the City. The tax assessed for the year ended June 30, 2024, to finance general fund
operations was based on $.13 per $100 assessed valuation for real and personal property. A discount of 10% was
allowed on property taxes if paid by Octoberl; the gross tax (or face value) is due if paid by December 1; and a
10% penalty is assessed if paid after Novemberl 1.5% per month interest after December 1. A lien may be placed
on the property if the balance is not paid within six month.

The statement of net position reflects property taxes receivable for amounts billed during the year ended June
30, 2024 and prior, for which tax liens have been placed on the properties.

The balance sheet- governmental funds reflected properties taxes receivables for accounts collected withing sixty

days after year end in accordance with the modified accrual basis of accounting. None of the delinquent tax bills
at June 30, 2024, have been collected during the ensuing sixty-day period.
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For the Year Ended JUNE 30, 2024

Note 1 - Summary of Significant Accounting Policies
(Continued)

Insurance Premium Taxes

Insurance premium taxes are assessed at a tax rate of 8%. The tax is assessed on first year life insurance premiums
and on non-life premiums except for health insurance policies issued to individuals and state employees.

Prepaid Expenses

Prepaid expenses represent payments to vendors that benefit future reporting periods. Prepaid expenses are
reported in government-wide and fund financial statements.

Due from General Fund

Certain revenues are temporarily deposited into the General Fund bank account on behalf of the Municipal Road
Aid Fund and the other Funds and are expected to be reimbursed within the following fiscal period.

Capital Assets

The accounting and reporting treatment applied to capital assets associated with a fund are determined by its
measurement focus. General capital assets are long-lived assets of the City as a whole. When purchased, such
assets are recorded as expenditures in the government fund statements and capitalized (recorded and accounted
for) in the government-wide statements of net assets.

Effective for the year ended June 30, 2004, the City implemented GASB Statement No. 23. One of the requirements
of GASB 34 is to capitalized and depreciated infrastructure expenditures and other capital assets. The valuation
basis for general capital assets are historical costs, or where historical cost is not available, estimated historical
cost based on replacement cost.

Repairs and maintenance are recorded as expenses: renewals and betterments are capitalized. The City’s policy is
to record as capital assets those expenditures amounting to $1,000 and over with useful lives of three years or
more.

In accordance with GASB Statement No. 42 Accounting and Financial Reporting for Impairment of Capital Assets
and Insurance Recoveries, City’s management evaluates prominent events or changes in circumstances affecting
capital assets to determine whether impairment of capital assets has occurred. A capital asset is generally
considered impaired if both (a) the decline in service utility of the capital asset is large in magnitude and (b) the
event or change in circumstances is outside the normal life cycle of the capital asset. No impairment losses were
identified or recognized for the year ended June 30, 2024.
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Note 1 - Summary of Significant Accounting Policies
(Continued)

Capital assets used in operations are depreciated over their estimated useful lives using the straight-line method
in the governmental-wide financial statements. Depreciation is charged as an expense against operations and

accumulated depreciation is reported on the respective statement of net assets.

The estimated useful lives of various classes of capital assets are as follows:

Building 40 years
Building Improvements 10 years
Furniture, machinery, and Equipment 5-7 years
Road, sidewalk, and bridge improvements 12-15 years

Net Position and Fund Balance

Net position on the statement of net position in the difference between assets and liabilities. Net position is
restricted when constraints are placed on net assets used either externally imposed by creditors, grantors, or
contributors or regulations of governments, or imposed by law.

The City’s policy is to use restricted assets according to budgeted amounts.

The Governmental Accounting Standards Board (GASB) has issued Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions (GASB 54). This Statement defines the different types of fund balances that
a governmental entity must use for financial reporting purposes for the governmental fund financial statements.

GASB 54 requires the fund balance amounts to be property reported within one of the fund balance categories
lists below.

1. Nonspendable, such as fund balance amounts associated with inventories, prepaids, long-term loans
and notes receivable; and property held for resale (unless the proceeds are restricted, committed, or
assigned).

2. Restricted fund balance category includes amounts that can be spent only for the specific purposes
stipulated by constitution, external resource providers, or through enabling legislation.

3. Committed fund balance classification includes amounts that can be used only for the specific purposes
determined by a formal action of the City Council.
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Note 1 - Summary of Significant Accounting Policies
{Continued)

4. Assigned fund balance classification is intended to be used by the government for specific purpose but
not meeting the criteria to be classified as restricted or committed,

5. Unassigned fund balance is the residual classification for the government’s general fund and includes all
spendable amounts not contained in the other classifications.

Expenditures/Expenses
In the government-wide financial statements, expenses are classified by function.

In the fund financial statements, governmental funds are classified by character and function. In the fund
financial statements governmental funds report expenditures of financial resources.

The City’s policy for spending restricted resources is to allocate disbursements to restricted funds to the extent
such disbursements were budgeted to be paid from restricted fund.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting principles requires
City’s management to make estimates and assumptions that affect the reported amounts of assets and
liabilities; and disclosure of contingent assets and liabilities at the date of financial statements; and the reported
amounts of receipts and expenditures during the reporting period. Actual results could differ from those
estimates.

1

Note 2 — Cash and Cash Equivalents and Investments

Cash and cash equivalents and investments are recorded at costs (which approximates market value) and consists
for the following:

Government Fund Types

Cash and Cash Equivalents s General Special Revenue Total

Road Fund Cash ‘ S 51,063,415 $ 1,063,415
Other ‘ $ 2,936,549 0 2,936,549
Total $ 2,936,549 $ 1,063,415 $ 3,999,964

All accounts were collateralized as required per Kentucky Statues.
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Note 3 — Risk Management

The City is subject to normal insurance risks as other cities it size. The City carries general liability, worker’s
compensation and errors and omissions coverage. The City has not had any significant reduction in coverage in

the past year.

Note 4 — Commitments

The City has the following contractual commitments at June 30, 2024,

e The City has contractual commitment for Sanitation at June 30, 2024.

Note 5 - Capital Assets and Deprecation

The following summarizes the changes to capital assets for the year ended June 30, 2024.

Balance Balance
07/01/2023 Additions Disposals 06/30/2024
Equipment Vehicles S 292,212 740,342 -0- 1,032,554
Equipment Parks 928,394 -0- -0- 928,394
Office Equipment 51,921 22,461 -0- 74,382
Equipment Streets 76,438 -0- -0- 76,438
Police Equipment -0- 193,963 -0- 193,963
City Hall -Land & Building 781,992 -0- -0- 781,992
Land & Improvements -Parks 232,000 -0- -0- 232,000
Land Robinson Park 443,780 -0- -0- 443,780
Land 1,085,285 -0- 1,085,284
Roads 1,315,054 370,044 -0- 1,685,098
Sidewalks 150,000 -0- -0- 150,000
Park-Romara Park 1,306,789 -0- 1,306,789
Improvements — Romara Park 932,554 -0- -0- 932,554
Infrastructure 11,719,124 176,460 11,895,584
Streetscape phase Il 587,702 587,702
Total Capital Assets 19,903,245 1,503,270 -0- 21,406,515
Less, Accumulated Depreciation 10,231,217 528,673 10,759,890
Governmental Activities
Capital Assets, Net S 9,672,028 974,597 -0- 10,646,625
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Note 5 - Capital Assets and Deprecation (Continued)

Depreciation Expense was charged to functions as follows:

General Government S 26,416
Public Works 396,504
Community Development 105,753

Total Governmental Activities $ 528,673

Note 6 — Subsequent Events

City management has evaluated subsequent events through January 2, 2025, which is the date the financial
statements were available to be issued. There were no material subsequent events that required recognition or
additional disclosure in these financial statements.

NOTE 7 - PENSION PLAN

Plan description

The District participated in the County Employee Retirement Systems, a cost sharing multiple-employer Public
Employee Retirement System, which covers its paid employees who have achieved at least one year of service
credit. For the fiscal year ended December 31, 2023, the District’s covered payroll for nonhazardous positions was
$284,170 CERS issues a publicly available financial report included in the Kentucky Retirement Systems Annual
Report that includes financial statements and the required supplementary information for CERS.

That report may be obtained by writing to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville
Road, Frankfort, 40601, or by calling (502)564-4646 or at https://kyret.ky.gov.

Benefits provided

Benefits under the plan will vary based on final compensation, years of service and other factors as fully described
in the plan documents.

Benefits Provided: Benefits fully vest upon reaching five years of service. Aspects of benefits include retirement
after 27 years of service or age 65. Employees who begin participation on or after September 1, 2008, must meet
the rule of 87 (members age plus years of service credit must equal 87, and the member must be a minimum of
57 years of age) or the member is age 65, with a minimum of 60 months service credit.
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NOTE 7 - Pension Plan
(Continued)

Contributions

Funding for CERS is provided by members, who contribute 5% nonhazardous (6% for employees hired after
September 1, 2008) of their salary through payroll deductions and by employers of members who contribute
26.95% nonhazardous (21.17% - pension, 5.78% insurance) of the member’s salary.

The contribution requirements of CERS are established and may be amended by the CERS Board of Trustees.

As of June 30, 2024, the City reported a liability for its proportionate share of the net pension liability of $560,803.
The net pension liability was measured as of June 30, 2024. The total pension liability used to calculate the net
pension liability was based on an actuarial valuation as of June 30, 2024. An expected total pension liability as of
June 30, 2024, was determined using standard roll-forward techniques. The District proportion of the net pension
liability was based on contributions to CERS during the fiscal year ended June 30, 2024. At June 30, 2024, the
District’s proportion was 0.008740% for nonhazardous employees.

For the year ended June 30, 2024, the District recognized pension expense of $59,365 (this is from tables for
pension plan year ending 6/30/2024, for nonhazardous. At June 30, 2024, the District reported deferred outflows
of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Nonhazardous
Difference between expected and Actual experience S 29,092 $1,524
Changes in assumptions 60,583 51,398
Net difference between projected and actual earnings on 48,484 68,232
investments
Changes in proportion and differences between District -0- 107
contributions and proportionate share of contributions District
contributions subsequent to the measurement date
Total $138,463 $121,261

At June 30, 2024, the District reported deferred outflows of resources for District contributions subsequent to the
measurement date of $-0-. These contributions will be recognized as a reduction of the net pension liability in the
year ended June 30, 2024.

Deferred outflows and inflows related to differences between projected and actual earnings on plan investments
are netted and amortized over a closed five-year period. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions are amortized over the average service life of all
members. These will be recognized in pension expense as follows:
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NOTE 7 - Pension Plan
(Continued)

Contributions

Funding for CERS is provided by members, who contribute 5% nonhazardous (6% for employees hired after
September 1, 2008) of their salary through payroll deductions and by employers of members who contribute
26.95% nonhazardous (21.17% - pension, 5.78% insurance) of the member’s salary.

The contribution requirements of CERS are established and may be amended by the CERS Board of Trustees.

As of June 30, 2024, the City reported a liability for its proportionate share of the net pension liability of $560,803.
The net pension liability was measured as of June 30, 2024. The total pension liability used to calculate the net
pension liability was based on an actuarial valuation as of June 30, 2024. An expected total pension liability as of
June 30, 2024, was determined using standard roll-forward techniques. The District proportion of the net pension
liability was based on contributions to CERS during the fiscal year ended June 30, 2024. At June 30, 2024, the
District’s proportion was 0.008740% for nonhazardous employees.

For the year ended June 30, 2024, the District recognized pension expense of $59,365 (this is from tables for
pension plan year ending 6/30/2024, for nonhazardous. At June 30, 2024, the District reported deferred outflows
of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Nonhazardous
Difference between expected and Actual experience S 29,092 $1,524
Changes in assumptions 60,583 51,398
Net difference between projected and actual earnings on 48,484 68,232
investments
Changes in proportion and differences between District -0- 107
contributions and proportionate share of contributions District
contributions subsequent to the measurement date
Total $138,463 $121,261

At June 30, 2024, the District reported deferred outflows of resources for District contributions subsequent to the
measurement date of $-0-. These contributions will be recognized as a reduction of the net pension liability in the
year ended June 30, 2024.

Deferred outflows and inflows related to differences between projected and actual earnings on plan investments
are netted and amortized over a closed five-year period. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to pensions are amortized over the average service life of all
members. These will be recognized in pension expense as follows:
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NOTE 7 - Pension Plan
(Continued)

Year Ending June 30:

2025 $(10,643)
2026 (8,017)
2027 4,756
2028 (2,053)
Total $ (15,957)

Actuarial Methods and Assumptions:

Inflation 2.30 percent

Payroll growth rate 2.00 percent

Salary increases 3.30% to 10.3% average, including
inflation

Investment Rate of Return 6.25%, net of pension plan investment

expense, including inflation

The mortality rates were based on Pub-2010 General Mortality Table projected with uitimate rates from MP-2014
Mortality Improvement Scale using a base year of 2010. The Mortality Table used for healthy retired members
was a system-specific mortality table based on mortality experience from 2013-2018, projected with the ultimate

rates from MP-2014 Mortality Improvement Scale using a base year of 2020. The Mortality Table used for disabled
members was PUB-2010 Disability Mortality Table, with 4-year Mortality Improvement Scale using base year 2010.

The long term expected rate of return on pension plan investments was determined using a building block method
in which best estimate ranges of expected future real rates of return (expressed returns, net of pension plan
investment expense and inflation) are developed for each major asset class.

These ranges are combined to produce the long-term expected rate of return by weighing the expected future
real rates of return by the target asset allocation percentage and by adding expected inflation. The target
allocation and best estimates of arithmetic real rates of return for each major asset class are summarized in the
following table:
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(Continued)

Long Term
Target Nominal Rate
Allocation Of Return
New rates for 2019 audits
Us Equity 21.75% 5.70%
Non- U.S. Equity 21.75% 6.355%
Private Equity 10.00% 9.70%
Special Credit/High Yield 15.00% 2.80%
Core Bonds 10.00% 0.00%
Real Estate 1.50% {0.60)%
Opportunistic 0.00% 0.00%
Real Return 10.00% 4.55%

Total 100.00%

Discount rate — The discount rate used to measure the total pension liability was 6.25%. The projection of cash
flows used to determine the discount rate assumed that local employers would contribute the actuarially
determined contribution rate of projected compensation ever the remaining 23-year amortization period of the
unfunded actuarial accrued liability. The actuarially determined contribution rate is adjusted to reflect the phase
in of anticipated gains on actuarially value of assets over the first four years of the projection period. The discount

rate does not use a municipal bond rate.

Sensitivity of the City’s Proportionate Share of the Net Pension Liability to Changes in the Discount Rate-The
following presents the City’s proportionate share of the net pension liability calculated using the discount rate of
6.25, as well as what the City’s proportionate share of the net pension liability would be if it were using a discount
rate that is 1-percentage point lower (5.25%) or 1-percentage point higher (7.25%) than current rate.

The following presents the District’s proportionate share of the net pension liability calculated using the discount
rate of 6.25%, as well as what the District’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1 — percentage-point lower (5.25%) or 1 — percentage-point higher (7.25%)

than the current rate:

Current
1% Decrease Discount Rate 1% Increase
(5.25%) (6.25%) (7.25%)
Lyndon,
Kentucky's Share
of the net Pension S 708,047 , $ 560,803 S 438,437
Liability
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NOTE 7 - Pension Plan
(Continued)

Pension plan fiduciary net position is available in the separately issued CERS financial report which is publicly
available at http://kyret.ky.gov. Payables to the Plan-nonhazardous and Hazardous. Which includes pension and
OPEB contributions.

Note 8 — Post Employment Benefits Other than Pensions (OPEB)

Plan Description: The County Employees Retirement System (CERS) Insurance Fund was established to provide
post-employment healthcare benefits to eligible members and dependents. This system consists of two plans —
Nonhazardous and Hazardous. Each insurance Fund is a cost-sharing, multiple-employer defined benefit plan
administered by the Kentucky Retirement Systems’ (KRS) board of trustees.

CERS issues a publicly available financial report included in the Kentucky Retirement Systems Annual Report that
includes financial statements and the required supplementary information for CERS. That report may be obtained
by writing to Kentucky Retirement Systems, Perimeter Park West, 1260 Louisville Road, Frankfort, Kentucky
40601, or by calling (502} 564-4646 or at https://kyret.ky.gov.

Benefits: The Insurance Fund pays a prescribed contribution for whole or partial payment of required premiums
to purchase hospital and medical insurance. The Insurance Fund pays the same proportion of hospital and medical
insurance premiums for the spouse and dependents of retired hazardous members killed in the line of duty. As a
result of House Bill 290 (2004 Kentucky General Assembly), medical insurance benefits are calculated differently
for members who began participating on, or after, July 1, 2003. Once members reach a minimum vesting period
of 10 years, non-hazardous employees whose participation began on, or after, July 1, 2003, earn $10 per month
for insurance benefits at retirement for every year of earned service without regard to a maximum dollar amount.
Hazardous employees whose participation began on, or after, July 1, 2003, earn $15 per month for insurance
benefits at retirement for every year of earned service without regard to a maximum dollar amount.

Upon death of a hazardous employee, the employee’s spouse receives $10 per month for insurance benefits for
each year of the deceased employee’s earned hazardous service. This dollar amount is subject to adjustment
annually, which is currently 1.5%, based upon Kentucky Revised Statutes. The Kentucky General Assembly reserves
the right to suspend or reduce this benefit if, in its judgment, the welfare of the Commonwealth so demands.

Contributions: Contribution requirements of the participating employers are established and may be amended
by the KRS Board of Trustees. The District’s contractually required contribution rate for the year ended June 30,
2022, was 4.76% nonhazardous (6% for employees hired after September 1, 2008) of covered payroll.
Contributions to the Insurance Fund from the District were $19,350 (this is for plan year and | believe should be
for calendar year which per your RSl shows $105,000) for the year ended December 31, 2020. Employees that
entered the plan prior to September 1, 2008, are not required to contribute to the Insurance Fund. Employees
that entered the plan after September 1, 2008, are required to contribute 1% of their annual creditable
compensation which is deposited to an account created for the payment of health insurance benefits under 26
USC Section 401(h) in the Pension Fund (see Kentucky Administrative Regulation 105 KAR 1:420E).
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The District’s proportion of the collective net OPEB liability and OPEB expense was determined using the
employers’ actual contributions for Fiscal Year 2023. This method is expected to be reflective of the employers’
long-term contribution effort. At June 30, 2023, the District’s proportion for the nonhazardous was .008739%.

OPEB Liability: For the period ending December 31, 2020,3 the Board reported a liability of $148,884 for its
proportionate share of the net OPEB liability. The net OPEB liability was measured as of June 30, 2021, and the

total OPEB liability used to calculate the net OPEB liability was determined by an actuarial valuation as of that
date. The District's proportion of the net OPEB liability was based on a projection of the District's long-term share
of contributions to the OPEB plan relative to the projected contributions of all participating entities, actuarially
determined.

For the year ended June 30, 2024, the District recognized OPEB expense of $18,149 (this is from tables for pension
plan year ending 06/30/2023, for nonhazardous in total. The City also reported deferred outflows of recourses
and deferred inflows of resources related to pensions as the following:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Nonhazardous
Liability Experience $ 8,812 $171,320
Difference between expected actual experience
Changes in assumptions 23,744 16,547
Net difference between projected and actual earnings on 22,580 25,381
investments
Changes in proportion and differences between District 18,144 2,928
contributions and proportionate share of contributions
51,985 0
District contributions subsequent to the measurement date
Total $ 125,265 $ 216,176
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Note 8— Post Employment Benefits Other than Pensions (OPEB)
(Continued)

The District’s proportion of the collective net OPEB liability and OPEB expense was determined using the
employers’ actual contributions for Fiscal Year 2023. This method is expected to be reflective of the employers’
long-term contribution effort. At June 30, 2023, the District’s proportion for the nonhazardous was .008735%.

OPEB Liability: For the period ending December 31, 2020,3 the Board reported a liability of $148,884 for its
proportionate share of the net OPEB liability. The net OPEB liability was measured as of June 30, 2021, and the

total OPEB liability used to calculate the net OPEB liability was determined by an actuarial valuation as of that
date. The District's proportion of the net OPEB liability was based on a projection of the District's long-term share
of contributions to the OPEB plan relative to the projected contributions of all participating entities, actuarially
determined.

For the year ended June 30, 2024, the District recognized OPEB expense of $18,149 (this is from tables for pension
plan year ending 06/30/2023, for nonhazardous in total. The City also reported deferred outflows of recourses
and deferred inflows of resources related to pensions as the following:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Nonhazardous
Liability Experience $ 8,812 $171,320
Difference between expected actual experience
Changes in assumptions 23,744 16,547
Net difference between projected and actual earnings on 22,580 25,381
investments
Changes in proportion and differences between District 18,144 2,928
contributions and proportionate share of contributions
51,985 0
District contributions subsequent to the measurement date
Total $ 125,265 $216,176
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The target allocation and best estimates of arithmetic real rates of return for each major class are summarized in
following the table:

Long Term
Target Nominal Rate

Allocation Of Return
US Equity 21.75% 5.70%
Non- U.S. Equity 21.75% 6.35%
Private Equity 10.00% 9.70%
Special Credit/High Yield 15.00% 2.80%
Core Bonds 10.00% (0.00%)
Cash 1.50% (0.60%)
Real Estate 10.00% 5.40%
Opportunistic 3.00% 2.25%
Real Return 10.00% 4.55%

Total 100.00%

Discount Rate

The discount rates used to measure the total net OPEB liability were 5.34% and 5.30% nonhazardous. The
projection of cash flows used to determine the discount rate assumed that local employers would contribute the
actuarially determined contribution rate of projected compensation over the remaining 24-year amortization
period of the unfunded actuarial accrued liability. The discount rate determination used an expected rate of return
of 6.25%, and a municipal bond rate of 2.45%, as reported in Fidelity Index’s “20-Year Municipal GO AA Index” as
of June 30, 2022. However, the cost associated with the implicit employer subsidy was not included in the
calculation of the System’s actuarial determined contributions, and any cost associated with the implicit subsidy
will not be paid out of the System’s trusts. Therefore, the municipal bond rate was applied to future expected
benefit payments associated with the implicit subsidy.

Sensitivity of the Board’s Proportionate Share of the Net OPEB Liability to Changes in the Discount Rate

The following presents the Board’s proportionate share of the net OPEB liability calculated using the discount
rates of 5.39%, as well as what the Board’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1 percentage point lower, (4.34%), or 1 percentage point higher, (6.34%),
than the current rate:
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Current 1%
Current
1% Decrease Discount Increase
(4.34%) (5.34%) (6.34%)
Lyndon, Kentucky's Share of the
net OPEB Liability $ 22,643 $20,618 $ 18,593

Actuarial Assumptions and Methods

Total pension liability for CERS was determined by actuarial valuation as of June 30, 2023, using the following
actuarial assumptions, applied to all periods included in the measurements:

Valuation Date June 30, 2021

Actuarial Cost Method Entry Age Normal

Amortization Method Level of Percentage of Pay

Amortization Period 26 Years, Closed

Asset Valuation Method 20% of the difference between the market value of
assets and the expected actuarial value of assets is
recognized

Payroll Growth Rate 2.00%

Inflation 2.30%

Salary Increase 3.30% of 10.30%, varies by service

Investment Rate of Return 6.25%

Healthcare Cost Trend Rates decreasing to (Pre-65) Initial trend starting at 7.25% at 1/1/2019 and

gradually decreasing to an ultimate trend rate of
4.05% over a period of 13 years

Healthcare Cost Trend Rates (Post-65) Initial trend starting at 5.10% at 1/1/2019 and
gradually decreasing to an ultimate trend rate of
4.05% over a period of 11 years

Mortality rates were based on the Pub-2010 General Mortality Table projected with the ultimate rates from the
MP-2014 Mortality Improvement Scale using a base year of 2010. The Mortality Table used for healthy retired
members was a system-specific mortality table based on mortality experience from 2013-2018, projected with
the ultimate rates from MP 2014 Mortality Improvement Scale using a base year of 2019. The Mortality Table
used for disabled members was PUB-2010 Disabled Mortality Table, with a 4-year set-forward for both males
and female rates, projected with the ultimate rates from MP-2014 Mortality Improvement Scale using a base
year of 2010.

The actuarial assumption used in the June 30, 2019; valuation was based on the results of an actuarial
experience study for the period July 1, 2013- June 30, 2018. The total OPEB liability was rolled-forward from the
valuation date (June 30, 2019) to the plans fiscal year ending June 30, 2023.
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The target allocation and best estimates of arithmetic real rates of return for each major class are summarized
in the table on the following page.

The long-term expected return on plan assets is reviewed as part of the regular experience studies prepared
every five years. Several factors are considered in evaluating the long-term rate of return assumptions including
long-term historical data., estimates inherent in current market data, and a log-normal distribution analysis in
which best-estimate ranges of expected future real rates of return (expected return, net of investment expense
and inflation) were developed by the investment consultant for each major asset class. These ranges were
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by target asset allocation percentage and then adding expected inflation. The capital market
assumptions developed by the investment consultant are intended for use over a 10-year horizon and may not
be useful in setting the long-term rate of return for funding pension plans which cover a longer time frame. The
assumption is intended to be a long-term assumption and is not expected to change absent a significant change
in the asset allocation, a change in the inflation assumption, or a fundamental change in the market that alters
expected returns in future years.

OPEB Plan Fiduciary Net Position

Detailed information about the OPEB plan’s fiduciary net position is available in the separately issued financial
report which is publicly available at http://kyret.ky.gov.

Payables to the OPEB plan

At June 30, 2024, there were no payables to CERS for nonhazardous and hazardous. Which includes pension and
OPEB contributions.
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RICHARD PAULMANN CPA, LLC
301 MOUNT MERCY DRIVE
PEWEE VALLEY, KY 40056
PH: 502-550-1568
EMAIL: RICHARDPAULMANN@TWC.COM

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS

To the Honorable Mayor and Commission
City of Lyndon, KY

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements for the City of Lyndon, KY for the year ended June
30, 2024 in accordance with accounting standards generally accepted in the United States of America, | considered
City of Lyndon KY’s internal control over financial reporting (internal control) as a basis for designing audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of City of Lyndon KY's internal
control. Accordingly, we do not express an opinion on the effectiveness of City of Lyndon KY's internal control.

My consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies
and therefore, there can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have
been identified. However, as discussed below, | identified certain deficiencies in internal control that | consider to
be a material weakness and one compliance problem.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected, on a timely basis.

Material adjustments were required to adjust Depreciation, pension and benefits.
Management Views-In the future this will be adjusted before the audit.
Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Lynden's financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts,
and grant agreements, noncompliance with which could have a direct and material effect on the financial statements.
However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
or other matters that are required to be reported under Government Auditing Standards and which are described in
the accompanying schedule of findings and questioned costs as items.

City of Lyndon KY’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the City of Lyndon KY's
response to the findings identified in our audit and described in the accompanying schedule of findings and
questioned costs. City of Lyndon KY’s response was not subjected to the other auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on the response.

This communication is intended solely for the information and us of management, others within the organization,
and is not intended to be and should not be used by anyone other than these specified parties.

Richard Paulmann, CPA, LLC

Pewee Valley, KY
January 2, 2025
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CITY OF LYNDON KENTUCKY

SCHEDULE OF REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF THE PROPPORTIONATE SHARE OF NET PENSION LIABILITY

PENSION 06/30/2024

12/31/2024
NH

Prop NPL .008740%

Prop Share of NPL  $560,303

Payroll $344,312

Share of NPL as % of

Payroll 163%

Plan Fiduciary net
Position as % of TPL  52.42%

Contractually required

Contribution $59
Actual
Contribution $59

Contribution
Deficiency (excess) -

Payroll $344

Contributions as %

Of payroll 16%

OPEB 06/30/24
12/31/24

NH

Prop Net OPEB

Liability .008740%

Prop share of net

OPEB liability §21

Payroll $344

Share of NOPL as

Of payroll 6%

Plan fiduciary net
Position as % of TOL 2%

Contractually required
Contribution $19,350
Actual contribution $19,350
Contribution deficiency

(excess) -
Payroll $344,312
Contributions as %

Of payroll 5%

06/30/2023
12/31/2023
NH
.007716%
$554,791
$284,170
196%

51%

$45
$45

$284

16%

SCHEDULE OF REQUIRED SUPPLEMENTARY INFORMATION

06/30/2022
12/31/2022

NH
.007169%
$485,771
$251,570
193%

52%

$44

$44

$251

19%

06/30/2021
12/31/2021
NH
.007709%
$591,275
$193,185
306.07%

47.81%

$37
$37

$194

19.3%

CITY OF LYNDON KENTUCKY

SCHEDULE OF OPEB CONTRIBUTIONS

06/30/23
12/31/23
NH
.007714%

$152
$284

54%

19%

$23,211

$23,211

$284,170

8%

06/30/2022

12/31/2022
NH

.007707%

$149
$251

59%

31%

$19,350
$19,350

$251,570

8%
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06/30/2020
12/31/2020

NH
.007844% for the 6/30 valuation
$551,642 for the 6/30 valuation
$197,870 for the 6/30 valuation
278.72% for the 6/30 valuation

50.45% for the 6/30 valuation

$37 calendar year end
$37 calendar year end

- calendar year end
$193 calendar year end

19.3% calendar year end

06/30/2021 PLAN VALUATION DATE
12/31/2021 CALENDAR YEAR
NH
.007707% for the PY valuation date
$186 for the PY valuation date
$193 for the PY valuation date
96.33% for the PY valuation date
51,67% for the PY valuation date
$9,264 for calendar year end
$9,264 for calendar year end
- for calendar year end
$193,185 for calendar year end
5% for calendar year end



