MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of the City of Lincoln, Nebraska (the City) offers readers of the City’s financial statements
this narrative overview and analysis of the financial activities of the City for the fiscal year ended
August 31,2016. Please consider this discussion in conjunction with the additional information provided in
the Letter of Transmittal (beginning on page vii) and the transactions, events and conditions reflected in the
City’s financial statements (beginning on page 16).

FINANCIAL HIGHLIGHTS

= The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows of
resources at August 31, 2016, by $1,915,033,190 (net position). Of this amount, $300,557,243
(unrestricted net position) may be used to meet the government’s ongoing obligations to citizens and
creditors.

= The City’s total net position increased by $85,004,021. Of this amount, $45,431,679, or 53%, was an
increase in governmental activities and $39,572,342, or 47%, related to business-type activities. Please
refer to the fund descriptions preceding the various combining statements (beginning on page 81) for
information regarding constraints imposed on the City in spending available funds.

= As of August 31, 2016, the City’s governmental funds reported combined ending fund balances of
$306,883,675, an increase of $18,162,878 in comparison with the prior year. Of this total fund balance,
13%, or $39,799 496 is available for spending at the City’s discretion (unassigned fund balance).

=  As of August 31, 2016, unrestricted fund balance (the total of committed, assigned, and unassigned fund
balance) for the general fund was $57,799,703, or 46% of total general fund expenditures. Following the
implementation of GASB Statement No. 54, reference must be made to pages 83-85 of this report for an
accurate comparison of the City’s General funds based on the structure used for budgeting.

= The City’s total bonded debt increased by $31,035,460 (3%) during the current fiscal year. LES issued
$167,800,000 in construction and refunding bonds for a net present value savings of $7,400,000.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements.
The City’s basic financial statements comprise 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.

GOVERNMENT-WIDE FINANCIAL STATEMENTS
The government-wide financial statements are designed to provide readers with a broad overview of the
City’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets and deferred outflows of
resources, and the City’s liabilities and deferred inflows of resources, with the net difference reported as net
position. Over time, increases or decreases in net position may serve as a useful indicator of whether the
financial position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net position changed during the year
ended August 31,2016. All changes in net position are reported as soon as the underlying event giving rise
to the change 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 (e.g.,
uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type
activities). The governmental activities of the City include general administrative services, public safety,
streets and highways, health, planning and zoning, parks and recreation, libraries, aging services, job
programs, urban development, mass transportation, engineering, self-insurance, and fleet management.
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The business-type activities of the City include water, wastewater and electric utilities; ambulance transport;
solid waste management; golf courses; entertainment centers; broadband facilities; and parking.

The government-wide financial statements can be found on pages 16-17 of this report.

FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of the City can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

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

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

The City maintains thirty individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General fund, the Street Construction fund, and the West Haymarket JPA
fund, which are considered to be major funds. Data from the other governmental funds are combined into a
single, aggregated presentation. Individual fund data for each of the nonmajor governmental funds is
provided in the form of combining statements elsewhere in this report.

The City adopts a biennial appropriated budget for its general fund and most other governmental funds. A
budgetary comparison statement has been provided for the General and Street Construction major funds to
demonstrate compliance with this budget. The West Haymarket JPA major fund is not required to adopt an
annual budget so a budgetary comparison has not been provided.

The basic governmental fund financial statements can be found on pages 18-23 of this report.

Proprietary funds — The City maintains two different types of proprietary funds. Enterprise funds are used to
report the same functions presented as business-type activities in the government-wide financial statements.
The City uses enterprise funds to account for its parking facilities and lots; golf courses; entertainment
centers; solid waste management; ambulance services; broadband system, and wastewater, water, and electric
systems. Internal service funds are used to accumulate and allocate costs internally among the City’s various
functions. The City uses internal service funds to account for its data processing, engineering, insurance,
fleet management, municipal services center operations, telecommunications, and copy services. Because
these services predominantly benefit governmental rather than business-type functions, they have been
included within governmental activities in the government-wide financial statements.

Proprietary funds provide the same type of information as the government-wide financial statements, only in
more detail. The proprietary fund financial statements provide separate information for the Water,
Wastewater and Electric Systems, all of which are considered to be major funds of the City. Data from the
other enterprise funds are combined into a single, aggregated presentation. Internal service funds are also
combined into a single, aggregated presentation in the proprietary fund financial statements. Individual fund
data for these funds is provided in the form of combining statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 24-26 of this report.

Fiduciary funds — Fiduciary funds are used to account for resources held for the benefit of parties outside the
government. Fiduciary funds are not reflected in the government-wide financial statements because the
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resources of those funds are not available to support the City’s own programs. The accounting used for
fiduciary funds is much like that used for proprietary funds.

The fiduciary fund financial statements can be found on pages 27-28 of this report.

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. The notes to the financial statements can be found on pages
30-78 of this report.

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 to its police and fire employees, and to provide other postemployment benefits. Required
supplementary information can be found on pages 79-80 of this report.

The combining statements referred to earlier are presented immediately following the required
supplementary information on pensions and OPEB. Combining and individual fund statements and
schedules can be found beginning on page 81 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s financial position.
In the case of the City, assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $1,915,033,190 at August 31, 2016.

By far the largest portion of the City’s net position (75%) reflects its investment in capital assets (e.g., land,
buildings, improvements, utility plant, infrastructure, and machinery and equipment), less any related debt
used to acquire those assets that is still outstanding. The City uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the City’s investment in
its capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt
must be provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.
City Of Lincoln

Condensed Statements of Net Position
August 31,2016 and 2015

Governmental Business-type
Activities Activities Total
2016 2015 2016 2015 2016 2015

Current and Other Assets $ 400,046,175 535,735,372 369,011,740 310,819,974 769,057,915 846,555,346
Capital Assets 1,259,026.439 1,076,401,619 1,556,077.987 1,540,507,192 2,815,104,426 2,616,908 811

Total Assets 1,659,072,614 1,612,136,991 1,925,089,727 1,851,327,166 3,584,162,341 3,463,464,157
Deferred Outflows of Resources 17,424,169 22,176,250 21,504,538 19,316,436 38,928,707 41,492,686
Long-Term Liabilities Outstanding 601,237,143 603,978,028 883,796,604 834,851,083 1,485,033,747 1,438.,829,111
Other Liabilities 40,979,757 40,716,144 161,974,116 174,514,827 202,953,873 215,230,971

Total Liabilities 642,216,900 644,694,172 1,045,770,720 1,009,365910 1,687,987,620 1,654,060,082
Deferred Inflows of Resources 18,935,325 19,706,190 1,134913 1,161,402 20,070,238 20,867,592
Net Position:
Net Investment in Capital Assets 773,243,018 587,747,372 664,773,842 692,461,543 1,438,016,860 1,280,208 915
Restricted 159,387,584 165,389,543 17,071,503 14,820,181 176,459,087 180,209,724
Unrestricted 82,713,956 216,775,964 217,843,287 152,834,566 300,557,243 369,610,530

Total Net Position $  1,015344,558 969,912,879 899,688,632 860,116,290 1,915,033,190 1,830,029,169

An additional portion of the City’s net position (9%) represents resources that are subject to external
restrictions on their use. The remaining balance of unrestricted net position (16%) may be used to meet the
government’s ongoing obligations to citizens and creditors.

At August 31,2016, the City is able to report positive balances in all three categories of net position, both for
the government as a whole, as well as for its separate governmental and business-type activities.



City Of Lincoln

Condensed Statements of Activities
For the Years Ended August 31, 2016 and 2015

Governmental Business-type
Activities Activities Total
2016 2015 2016 2015 2016 2015
Revenues:
Program Revenues:
Charges for Services $ 67,746,036 65,598,374 414,022,963 410,081,320 481,768,999 475,679,694
Operating Grants and Contributions 63,971,798 59,762,954 61,066 - 64,032,864 59,762,954
Capital Grants and Contributions 19,411,483 25,708,872 9,765,195 13,309,086 29,176,678 39,017,958
General Revenues:
Property Tax 66,338,373 60,781,216 - - 66,338,373 60,781,216
Sales and Use Tax 83,561,157 69,437,901 - - 83,561,157 69,437,901
Occupation Tax 26,618,563 26,367,092 4,194,442 2,832,539 30,813,005 29,199,631
Other Taxes 25,075,921 24,141,211 - - 25,075,921 24,141,211
Unrestricted Grants and Contributions 67,640 65,051 - - 67,640 65,051
Unrestricted Investment Earnings 1,914,541 1,842,730 1,517,819 961,154 3,432,360 2,803,884
Other 708,314 1,251,922 89,483 329,954 797,797 1,581,876
Total Revenues 355,413,826 334,957,323 429,650,968 427,514,053 785,064,794 762,471,376
Expenses:
General Government 49,756,620 48,543,231 - - 49,756,620 48,543,231
Public Safety 93,495,599 91,997,706 - - 93,495,599 91,997,706
Streets and Highways 59,111,970 41,302,726 - - 59,111,970 41,302,726
Culture and Recreation 37,633,355 33,418,770 - - 37,633,355 33,418,770
Economic Opportunity 20,703,598 18,101,822 - - 20,703,598 18,101,822
Health and Welfare 21,701,621 22273013 - - 21,701,621 22273013
Mass Transit 14,576,742 13,477,089 - - 14,576,742 13,477,089
Equipment Management 614,893 1,032,440 - - 614,893 1,032,440
Engineering Services 2,527,524 3,495,741 - - 2,527,524 3,495,741
Interest on Long-Term Debt 20,931,956 21,310,128 - - 20,931,956 21,310,128
Golf Courses - - 3,939,149 3,261,611 3,939,149 3,261,611
Parking - - 9,418,838 9,223,770 9418.,838 9,223,770
Entertainment Facilities - - 8,630,522 8,386,730 8,630,522 8,386,730
Solid Waste Management - - 11,742,556 9,498,841 11,742,556 9,498,841
Ambulance Transport - - 6,865,689 6,507,925 6,865,689 6,507,925
Broadband Enterprise - - 402,264 - 402,264 -
Wastewater - - 24,852,092 24,128,351 24,852,092 24,128,351
Water - - 27,243,026 26,368,801 27243026 26,368,801
Electric - - 286,006,000 298,753,000 286,006,000 298,753,000
Total Expenses 321,053,878 294952 666 379,100,136 386,129,029 700,154,014 681,081,695
Increase in Net Position Before Transfers 34,359,948 40,004,657 50,550,832 41,385,024 84,910,780 81,389,681
Transfers 11,071,731 11,754,684 (10,978.490) (11,594,036) 93,241 160,648
Increase in Net Position 45431,679 51,759,341 39,572,342 29,790,988 85,004,021 81,550,329
Net Position - Beginning 969,912,879 918,153,538 860,116,290 830,325,302 1,830,029,169 1,748,478 840
Net Position - Ending $ 1015344558 969,912,879 899,688,632 860,116,290 1,915,033,190 1,830,029,169

GOVERNMENTAL ACTIVITIES

Governmental activities increased the City’s net position by $45,431,679, accounting for 53% of the total
growth in the net position of the City of Lincoln. Key elements of this increase are as follows:

= Operating grants and contributions increased by approximately $4.2 million (7%) during 2016. An

approximate $5 million increase can be attributed to the improved investment market and its impact on
endowment fund earnings.

Capital grants and contributions decreased by approximately $6.3 million (24.5%) during 2016. This
reduction is primarily due to active streets & highways projects in the prior year that received funding
from the State of Nebraska, as well as prior year developer contributions to the City’s fiber
infrastructure.

Property Tax receipts increased by approximately $5.6 million (9.1%) in 2016 primarily due to an
increase in the overall tax base, which included a revaluation of property conducted by the County
Assessor’s Office.

Sales taxes increased by approximately $14 million (20.3%) during 2016. This increase was primarily
due to the % cent City sales tax increase approved by Lincoln voters to support the replacement of the
City’s emergency 911 radio system, and construction of four fire stations, one of which will be a joint
police/fire station.
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BUSINESS-TYPE ACTIVITIES
Business-type activities increased the City’s net position by $39,572,342, accounting for 47% of the total
growth in the government’s net position. Key elements of this increase are as follows:

i Lincoln Electric System operating revenue in 2015 was down 4.5% from 2014. Retail revenue was
lower primarily due to a weather-related decrease in energy sales. Wholesale revenue decreased 29.9%
and purchased power and production expenses were down 10.7% due to lower market prices in the
Southwest Power Pool Integrated Market (SPP IM), netting of certain SPP IM transactions which
decreased both wholesale revenue and purchased power by the same amount, and other factors
including lower energy sales, decreases in generation, and operation and maintenance expenses.
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Lincoln Wastewater System reported increased revenues due to a 3% increase implemented November
2015 and applied solely to the service charge. Total operating expenses increased primarily due to
increased plant, pumping and treatment cost, including depreciation and maintenance.

Lincoln Water System revenue increased during the year due to a 3% increase implemented November

2015 and applied solely to the service charge. Another factor was less precipitation in 2016 when
compared to 2015.
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

GOVERNMENTAL 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, unassigned fund balance may serve as a useful measure of a government’s net resources
available for discretionary spending at the end of the fiscal year.

As of August 31, 2016, the City’s governmental funds reported combined ending fund balances of
$306,883,675, an increase of $18,162,878 in comparison with the prior year. Of this total amount, 13%
constitutes unassigned fund balance, which is available for spending at the City’s discretion. The remainder
of fund balance is either nonspendable, restricted, committed, or assigned to indicate that it is not in
spendable form ($1,742,571), legally required to be maintained intact ($37,160,000), restricted for particular
purposes ($132,015,449), committed for particular purposes ($2,623,396), or assigned for particular purposes
($93,542,763).

The General Fund is the chief operating fund of the City. At August 31, 2016, the unrestricted fund balance
of the General Fund was $57,799,703, while total fund balance reached $65,703,098. As a measure of the
General Fund’s liquidity, it may be useful to compare both unrestricted fund balance and total fund balance
to total fund expenditures. Unrestricted fund balance represents 46% of total general fund expenditures,
while total fund balance represents 52% of that same amount.

The fund balance of the City’s General Fund increased by $4,186,325 during 2016. The City appropriates
General fund balance as a funding source for budget, with the allocation of balances spread over the two-year
budget cycle.

The Street Construction Fund has a total fund balance of $61,783,531, which is to be used in the construction
and maintenance of streets and highways. The net decrease in fund balance during 2016 in the Street
Construction Fund was $(7,124,243), the result of several significant projects that have been conducted in the
current year and the pre-funding of projects in the prior year that had delayed construction timelines.

The West Haymarket JPA Fund had a fund balance of $28,923,150, which is to be used for funding
improvements of the West Haymarket Redevelopment Project and debt service on the related debt. The
current year change in fund balance is $4,570,807. The fund balance is a result of the issuance of bonds in
prior years, occupation tax and donation revenue, less the Agency’s expenditures for construction, debt
service and general operations.

PROPRIETARY FUNDS
The City’s proprietary funds provide the same type of information found in the government-wide financial
statements, but in more detail.

Unrestricted net position of the Wastewater System, Water System, Electric System, and other enterprise
funds amounted to $23,108,926, $34,288,144, $170,845,000 and $(10,398,783), respectively, at August 31,
2016 (December 31, 2015 for LES). Factors concerning the finances of these funds have already been
addressed in the discussion of the City’s business-type activities.
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GENERAL FUND BUDGETARY HIGHLIGHTS

Differences between the original budget and the final amended budget were relatively minor (decrease of
$395,977) and can be briefly summarized as follows:

Expenditure appropriations:

$(2,775,744) in miscellaneous changes in general government activities.
$570.,931 in increases allocated to public safety.

$57,013 in increases to streets & highways.

$375,369 in increases allocated to parks and recreation.

$151,177 in increases allocated to fiber network improvements.

$1,225,277 in increases allocated for General Fund transfers to other City funds.

Variances between actual General Fund revenues and expenditures and the final amended budget include the
following:

$3,357 438 positive variance in real estate and personal property tax. Actual property tax collections
were 97.81% of the 2015 levy, while estimated tax revenue is based on 90% collections as provided by
the City Charter.

($1,493,389) negative variance in occupation taxes. Greater competition and both technological and
generational changes in customer usage have led to decreased revenues.

$6,996,936 positive variance in miscellaneous general government expenditures. Significant savings
were realized in several service line items that are reappropriated to cover future expenditures.
$2,797,839 positive variance in police expenditures. Remaining balances are reappropriated to the next
year to assist with one-time expenditures that are not ongoing operating expenditures.

($1,059.,475) negative variance in street lighting function expenditures. This variance was the result of
additions related to both normal construction as well as Antelope Valley Project construction.

CAPITAL ASSET AND DEBT ADMINISTRATION

CAPITAL ASSETS

The City’s investment in capital assets for its governmental and business-type activities as of
August 31,2016, amounts to $2,815,104,426 (net of accumulated depreciation). This investment in capital
assets includes land, buildings, improvements, machinery and equipment, streets, bridges, storm sewers,
electric plant, and water and sewer plant. The total increase in the City’s investment in capital assets for
2016 was 7.6% (17.0% increase for governmental activities and 1.0% increase for business-type activities).

Major capital asset events during 2016 included the following:

The City capitalized its equity interest in the Joint Antelope Valley Authority Project. Land, the CHE
building, parks and urban development improvements, and infrastructure were added at a total value of
$151,646,473.

The City invested in its 911 emergency radio system at a cost of approximately $4.5 million. The
project is expected to be completed in October 2017 at an estimated total cost of $12.2 million.

The LES Mobile Meter Reading Project (MMR) is a program that will replace existing non-radio meters
with mobile meter reading technology. Current capital expenditures for this project totaled $6,244,000.
The MMR project is expected to be completed with a total cost of $9,599,000.

LES is a 12.76% share owner in the Laramie River Station. LES’ share of capital improvements for the
plant in 2015 was $6,072,000.

Land was purchased for the future construction of the LES Operation Center (LOC). Capital
expenditures in 2015 for this project totaled $4,168,000. The LOC is expected to be completed in 2018
with an estimated total project cost of $72,100,000.

The Duct Installation Program (DIP), which started in 2012, is a 10-year project to install duct adjacent
to distribution cable, allowing the cable to be replaced quickly when it reaches the end of its useful life.
Capital expenditures in 2015 totaled $2,948,000. The DIP project is expected to be completed in 2022
with an estimated project cost of $29,412,000.

Lincoln Wastewater System had select main replacements of approximately $1.9 million.

Lincoln Water System had approximately $3 million of treatment plant modifications and $2.7 million
select main replacements.
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City Of Lincoln
Capital Assets (net of depreciation)

August 31,2016 and 2015
Governmental Business-type
Activities Activities
2016 2015 2016 2015 2016 2015
Land $ 165,699,845 144,393,691 25,083,921 24979 425 190,783,766 169,373,116
Buildings 278,439,144 284,057,834 146,943,273 151,439,031 425382417 435,496,865
Improvements Other Than Buildings 98,783,363 68,388,373 482,759,823 478,172,559 581,543,186 547,060,932
Machinery and Equipment 36,077,355 36,355,170 21,334,119 20,175,942 57411474 56,531,112
Utility Plant - - 807,506,000 803,439,000 807,506,000 803,439,000
Infrastructure 627,005,515 482,433,178 - - 627,005,515 482,433,178
Construction-in-progress 53,021,217 60,273,373 72,450,851 62,301,235 125,472,068 122,574,608
Total $  1,259,026,439 1,076,401,619 1,556,077,987 1,540,507,192 2,815,104 426 2,616,908,811

Additional information on the City’s capital assets can be found in Note 7 of the notes to the financial
statements on pages 48-50 of this report.

LONG-TERM DEBT

At August 31, 2016, the City of Lincoln had total bonded debt outstanding of $1,200,786,000. Of this
amount, $445,151,000 comprises debt backed by the full faith and credit of the City. The remainder of the
City’s debt represents bonds secured solely by specified revenue sources (i.e., revenue bonds).

General Obligation Bonds
Tax Supported Bonds
Revenue Bonds

Total

City Of Lincoln
Outstanding Bonded Debt
August 31,2016 and 2015
Governmental Business-type
Activities Activities Total
2016 2015 2016 2015 2016 2015

$ 443,131,274 448,085,814 - - 443,131,274 448,085,814
2,020,000 2,875,000 - - 2,020,000 2,875,000
- - 755,635,000 718,790,000 755,635,000 718,790,000
$ 445,151,274 450,960,814 755,635,000 718,790,000 1,200,786.274 1,169,750,814

The City’s total bonded debt increased by $31,035,460 (3%) in the current fiscal year.

$167,800,000 in construction and refunding bonds for a net present value savings of $7,400,000.

The City maintains the following credit ratings:

General Obligation Bonds
West Haymarket JPA Bonds
Antelope Valley Project Bonds
Water Revenue Bonds
Wastewater Revenue Bonds
MBIA insured
Underlying
Parking Revenue Bonds

Solid Waste Management Revenue Bonds

Lincoln Electric System
Revenue Bonds
Commercial Paper

Moody's Standard
Investors &
Service Poor’s
Aaa AAA
Aal AAA
Aa2 AA
Aal AA
Aaa AAA
Aa2 AA+
Al A+
Aa2 AA+
- AA
- A-1+

Under the City’s Home Rule Charter, there is no legal debt limit.

Fitch
Investors
Service

AA
F1+

LES issued

Additional information on the City’s long-term debt can be found in Note 9 of the notes to the financial
statements on pages 52-58 of this report.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The 2016-2018 biennial budget prepared for the City of Lincoln included the following factors relative to the
2016-2017 fiscal year.

Property tax revenue required to fund the 2016-2017 budget increased $3,580,648 from the prior year.
Total change in the tax base is 2.2%. Levy increases required for an additional stormwater bond issue,
emerald ash borer infestation treatment, and police & fire pension contributions, added 1.372 cents per
$100 of assessed valuation for fiscal year 2016-2017.

The adequacy of fees charged for City service cost recovery is examined each year and some fee
increases are included in each budget. Without periodic increases in fees, amounts collected, or other
revenue adjustments, inflationary and other cost increases would need to be covered by additional
property tax revenue or the levels of service provided would need to be reduced. Revenue adjustments
in 2017 include increased Parks and Recreation program fees, $128,103; increased revenue from
planning application fees, $37,600; and increased various health department program fees, $59,522.

Utility rates are increased by an average of 5%, resulting in additional 2017 revenues of $1,302,254 for
Water and $1,061,603 for Wastewater.

An increase in Landfill gate fees and occupation tax fees are scheduled to begin January 2017,
generating an additional $619,183 in the 2017 fiscal year for the Solid Waste Management Fund.

Increased on-street parking meter rates and parking garage hourly rates are expected to generate
$1,501,017 of additional revenues to benefit the parking system.

2017 projected sales tax collections reflect a 4.0% increase over 2016 expected collections.

Staffing changes included in the 2016-2017 budget result in an increase for all funds of 21.57 full-time
equivalents.

The City pays employees every two weeks, or fourteen days. Every eleven or twelve years, depending
on the number of leap years during that time, an additional pay period occurs during a fiscal year. This
extra pay period falls in the 2017 fiscal year, significantly increasing its budget requirements. The cost
of this extra pay period is approximately $4.3 million for tax funds and $6.4 million for all funds. The
extra cost is funded by an additional one-time appropriation of fund balances in 2017. The costs in the
operating budgets of non-tax funds are paid from the revenues of those funds.

Health care premiums for the City’s self-insured health plan for employees are projected to increase 4%
in 2017.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City of Lincoln’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the City of Lincoln, Finance
Department, 555 South 10" Street, Lincoln, NE 68508. This report and other financial information are also
available online at www .lincoln.ne.gov/city/finance/.

14





