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INDEPENDENT AUDITORS' REPORT jOﬁn (VOﬁs’ C?A

Mayor and City Council
city of Tonganoxie, Kansas

REPORT ON THE FINANCIAL STATEMENT

We have audited the accompanying fund summary statement of regulatory basis receipts, expenditures,
and unencumbered cash balances of the Ccity of Tonganoxie, Kansas (the City), as of and for the year
ended December 31, 2014 and the related notes to the financial statement.

Management's Responsibility for the Financial Statement

Management 1s responsible for the preparation and fair presentation of this financial statement in
accordance with the Kansas Municipal Audit and Accounting Guide as described in Note 1 to meet the
financial reporting requirements of the State of Kansas; this includes determining that the
regulatory basis of accounting is an acceptable basis for the preparation of the financial statement
in the circumstances. Management is also responsible for the design, implementation and maintenance
of internal control relevant to the preparation and fair presentation of the financial statement
that is free from material misstatement, whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America, the Kansas Municipal Audit and Accounting Guide, and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require we plan and perform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statement. The procedures selected depend on auditors' judgment, including the
assessment of the risks of material misstatement of the financial statement, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and fair presentation of the financial statement 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 entity's internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described more fully in Note 1 of the financial statement, the financial statement is prepared by
the City to meet the requirements of the State of Kansas on the basis of the financial reporting
provisions of the Kansas Municipal Audit and Accounting Guide, which is a basis of accounting other
than accounting principles generally accepted in the United States of America.

The effects on the financial statement of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the "Basis for Adverse
Opinion on U.S. Generally Accepted Accounting Principles" paragraph, the financial statement
referred to above does not present fairly, in conformity with accounting principles generally
accepted in the United-States of Bmerica, the financial position of the City as of December 31,

2014, or changes in financial position and cash flows thereof for the year then ended.
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Opinion on Regulatory Basis of Accounting

In our opinion, the financial statement referred to above presents fairly, in all material respects,
the aggregate cash and unencumbered cash balance of the City as of December 31, 2014, and the
aggregate receipts and expenditures for the year then ended in accordance with the financial
reporting provisions of the Kansas Municipal Audit and Accounting Guide described in Note 1.

REPORT ON REGULATORY-REQUIRED AND OTHER SUPPLEMENTARY INFORMATION

Our audit was conducted for the purpose of forming an opinion on the fund summary statement of
regulatory basis receipts, expenditures, and unencumbered cash balances (basic financial statement)
as a whole. The summary of regulatory basis expenditures - actual and budget, individual fund
schedules of regulatory basis receipts and expenditures - actual and budget, schedule of regulatory
basis receipts and disbursements - agency funds, and schedule of regulatory basis receipts,
expenditures, and unencumbered cash - district activity funds are presented for analysis and are not
a required part of the basic financial statement, however are required to be presented under the
provisions of the Kansas Municipal Audit and Accounting Guide. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the basic financial statement. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statement. The information has been subjected
to the auditing procedures applied in the audit of the basic financial statement and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statement or to the
basic financial statement itself, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the basic financial statement as a whole, on
the basis of accounting described in Note 1.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated October 5,
2015, on our consideration of the City's internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, reqgulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
the City's internal control over financial reporting and compliance.

Kpmee & Aspociazes Catg LLC

Kramer & Associates CPAs, LLC
Leavenworth, Kansas
October 5, 2015



CTY OF TONGANOXI E, KANSAS

Summary Statenment of Receipts,

Expendi t ur es,

Regul atory Basis

For the year

ended Decenber 31,

2014

and Unencunbered Cash

Add

Begi nni ng Prior year Endi ng encunbr ances
unencunber ed cancel | ed unencunber ed and accounts Endi ng cash
Funds cash bal ance encunbr ances Recei pt s Expendi t ures cash bal ance payabl e bal ance
CGovernnental type funds:
General fund:
Cener al $ 390, 383 $ - $ 2,528,610 $ 2,668, 451 $ 250, 542 $ 16,371 $ 266,913
Speci al purpose funds:
Speci al parks and recreation 11, 214 - 5, 133 2, 408 13, 939 - 13, 939
Speci al  hi ghway 208, 317 - 173, 688 103, 266 278, 739 - 278, 739
Li brary operations - - 348, 668 340, 083 8, 585 8, 028 16, 613
Pol i ce department equipnent reserve 17, 481 - 32, 310 18, 749 31, 042 - 31, 042
Fire department equiprent reserve 110, 245 - 76, 733 72,390 114, 588 - 114, 588
Law enforcenent trust 16, 435 - 2,540 17, 849 1,126 - 1, 126
Transi ent guest tax 4,190 - 316 320 4,186 - 4,186
Water park sales tax 919 - 379, 002 379, 001 920 - 920
I nsurance proceeds - - 34, 304 9, 870 24,434 - 24,434
Gl | agher Park - - 550 - 550 - 550
Debt service fund:
Bond and interest 163, 495 - 766, 988 743, 699 186, 784 - 186, 784
Capital projects funds:
Capital projects 89, 211 - 1, 362, 791 1, 451, 976 26 128, 429 128, 455
Capi tal reserve 665 - 306, 833 306, 583 915 - 915
Busi ness funds:
Water operations 228, 673 - 1, 049, 496 971, 219 306, 950 2,868 309, 818
Water capital inprovenent 486, 364 - 31, 875 235, 640 282, 599 - 282, 599
Sewer operations 115, 823 - 647, 200 566, 376 196, 647 5, 086 201, 733
Sewer capital inprovenent 255, 220 - 24, 750 3,144 276, 826 - 276, 826
Sani tation 40, 250 - 319, 798 297,157 62. 891 23,584 86. 475
Total reporting entity
(excl udi ng agency fund) $ 2,138, 885 $ - $ 8 091 585 $ 8,188, 181 $ 2, 042,289 $ 184, 366 $ 2, 226, 655
Conposition of cash: General checking $ 820,928
Certificate of deposit 63, 441
Revol ving | oan 36, 681
I nvest nent s 1. 363, 378
Total cash 2,284, 428
Less agency funds (57, 773)
Total reporting entity
(excl udi ng agency funds) _$2 226,655
The notes to the financial statenent are an integral part of this statenent.
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CITY OF TONGANOXI E, KANSAS
Notes to the Financial Statenent
For the year ended Decenber 31, 2014

1. Summary of significant accounting policies

a.

Muni ci pal financial reporting entity

The City of Tonganoxie, Kansas, (the Cty), is a nunicipal corporation
governed by an elected nayor and five-nmenber council. This financial
statement presents the Gty (the primary governnment)and excludes all
related municipal entities of which the Gty appointed a voting nmajority of
the unit's board and the Gty is either able to inpose its will on the unit
or a financial benefit or burden relationship exists. The financial
statement of the Cty consists only of the funds of the prinmary government.

Rel ated Municipal Entity That is Not Presented

The Tonganoxie Public Library (the Library) serves the citizens within the
City's jurisdiction. Acquisition or disposition of real property by the

Li brary must be approved by the Gty. Bond issues nmust be approved by the
Cty. The Library is not included in the report of the primary government.
Fi nancial statements for the Library nay be obtained at the Library's
office in Tonganoxie, Kansas.

Basi s of accounting

Regul atory Basis of Accounting and Departure from Accounting Principles
CGenerally Accepted in the United States of America. The Kansas Mini ci pal
Audit and Accounting Gui de(KMAAG regulatory basis of accounting involves
the recognition of cash, cash equivalents, marketable investnents, and
certain accounts payable and encunbrance obligations to arrive at a net
unencunbered cash and investnents bal ance on a regulatory basis for each
fund, and the reporting of changes in unencunbered cash and investnents of
a fund resulting fromthe difference in regulatory basis revenues and
regul atory basis expenditures for the fiscal year. Al recognized assets
and liabilities are neasured and reported at cost, unless they have been
permanently inpaired and have no future cash value or represent no future
obligation against cash. The KMAAG regul atory basis does not recognize
capital assets, long-term debt, accrued receivables and payables, or any
other assets, liabilities, or deferred inflows or outflows, other than
those nentioned above.

The City has approved a resolution that is in conpliance with K S. A 75-
1120a(c), waiving the requirenent for application of generally accepted
accounting principles and allowing the Gty to use the regulatory basis of
accounti ng.



1. Summary of significant accounting policies (continued)

d.

Regul atory basis fund types

In governnental accounting, a fund is defined as an independent fiscal and
accounting entity with a self-balancing set of accounts, recording cash
bal ances and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limtations.

Governnental fund types

In governnental accounting, a fund is defined as an independent fiscal and
accounting entity with a self-balancing set of accounts recording cash and
other financial resources, together with all related liabilities and
residual equities or balances, and changes therein, with are segregated for
the purpose of carrying on specific activities or attaining certain
objectives in accordance with special regulations, restrictions or
l'imtations.

The following types of funds conprise the financial activities of the Cty
for the year ended Decenber 31, 2014:

a. Ceneral fund - the chief operating fund. Used to account for all
resources except those required to be accounted for in another fund.

b. Special purpose fund - used to account for the proceeds of specific
tax levies and other specific regulatory receipts sources (other
than capital projects and tax levies for long-term debt) that are
i ntended for specified purposes.

c. Bond and interest fund - used to account for the accurul ation of
resources, including tax levies, transfers from other funds and
payrment of general |ong-term debt.

d. Capital projects fund - used to account for the debt proceeds and
other financial resources to be used for acquisition or construction
of major capital facilities or equipnent.

e. Business fund - funds financed in whole or in part by fees charged
to users of the goods or services (i.e. enterprise and internal
service fund, etc.)

f. Agency fund - funds used to report assets held by the Cty in a
purely custodial capacity (payroll clearing fund, county treasurer
tax collection accounts, etc.).



2.

St ewar dshi p, conpliance, and accountability

a.

Budgetary infornmation

Kansas statutes require that an annual operating budget be |egally adopted
for the general fund, special purpose funds (unless specifically exenpted
by statute), bond and interest funds, and business funds. Al though
directory rather than nmandatory, the statutes provide for the follow ng
sequence and tinetable in the adoption of the |egal annual operating
budget :

1. Preparation of the budget for the succeeding year on or before August
1st.

2. Publication in local newspaper on or before August 5th of the proposed
budget and notice of public hearing on budget.

3. Public hearing on or before August 15th, but at |east ten days after
publication of notice of hearing.

4. Adoption of the final budget on or before August 25th

The statutes allow for the city council to increase the originally adopted
budget for previously unbudgeted increases in revenue other than ad val orem
property taxes. To do this, a notice of public hearing to anend the budget
must be published in the |ocal newspaper. At |least ten days after
publication the hearing may be held and the governing body nmay anend the
budget at that tine. There were no such budget anendnents for this year.

The statutes permit transferring budgeted anounts between line items within
an individual fund. However, such statutes prohibit expenditures in excess
of the total anount of the adopted budget of expenditures of individual
funds. Budget conparison schedules are presented for each fund show ng
actual receipts and expenditures conpared to legally budgeted receipts and
expendi t ures.

Al legal annual operating budgets are prepared using the regul atory basis
of accounting, in which, regulatory receipts are recognized when cash is
received and expenditures include disbursenents, accounts payable, and
encunbrances, with disbursenments being adjusted for prior year's accounts
payabl e and encunbrances. Encunbrances are conmitnents by the Gty for
future paynments and are supported by docunents evidencing the commtnent,
such as a purchase order or contract. Any unused budgeted expenditure
authority |lapses at year-end.

A legal operating budget is not required for capital project funds, agency
funds, and certain special purpose funds as follows: Police Departnent

Equi prent Reserve Fund, Fire Department Equi pnent Reserve Fund, Law

Enf orcenment Trust Fund, Gallagher Park Fund and the Water Park Sales Tax
Fund.

Spending in funds which are not subject to the |egal annual operating
budget requirement is controlled by federal regulations, other statues, or
by the use of internal spending limts established by the city council



Deposits and investnents

As of Decenber 31, 2014, the Gty had the following investnents with naturities
| ess than one year:

I nvest nent Type Fair Val ue Rat i ng
Kansas Municipal |nvestment Pool $ 1,363, 378 S&P AAAf/ S1+
Tot al % 1_363 378

Deposits. K S. A 9-1401 establishes the depositories which nay be used by the
Cty. The statute requires banks eligible to hold the Gty's funds have a nain
or branch bank in the county in which the Gty is located, or in an adjoining
county if such institution has been designated as an official depository, and
the banks provide an acceptable rate of return on funds. In addition, K S A
9- 1402 requires the bank to pledge securities for deposits in excess of FDC
coverage. The Gty has no other policies that would further limt interest
rate risk.

Investnents. K S A 12-1675 limts the Cty's investment of idle funds to tine
deposits, open accounts, and certificates of deposit with allowable financial
institutions; U 'S. government securities; tenporary notes; no-fund warrants;
repurchase agreenents; and the Kansas Minicipal |nvestnent Pool. The Gty has
no investnent policy that would further linmt its investment choices.

Sone of the City's investments are of bond proceeds invested pursuant to K S A
10-131. This statute allows additional investment authority beyond that of

K/ S. A 12-1675. Investnents of bond proceeds may follow K S. A 12-1675 or

i nclude other investnments such as the KM P, direct obligations of the US
government or any agency thereof, investnment agreenents with a financial
institution the obligations of which at the tine of investnment are rated in
either of the three highest rating categories by Mody's investors service or
Standard and Poor's corporation, and various other investnents as specified in
K. S. A 10-131.

Concentration of credit risk. State statutes place no Iimt on the ampbunt the
Cty may invest in any one issuer as long as the investnents are adequately
secured under K S. A 9-1402 and 9-1405. The Cty's allocation of investnents
as of Decenber 31, 2014, is as foll ows:

Per cent age of
I nvest ment s I nvest ment s

Kansas Munici pal |nvestnent Pool 100%

Custodial credit risk - deposits. Custodial credit risk is the risk that in
the event of a bank failure, the Cty's deposits may not be returned to it.
State statutes require the Gty's deposits in financial institutions to be
entirely covered by federal depository insurance or by collateral held under a
joint custody receipt issued by a bank within the State of Kansas, the Federal
Reserve Bank of Kansas Gty, or the Federal Hone Loan Bank of Topeka. Al
deposits were legally secured at Decenber 31, 2014.



Deposits and investnents (continued)

At Decenber 31, 2014, the Cty's carrying anpbunt of deposits was $905, 285 and
the bank bal ance was $1,094,373. The bank bal ance was hel d by one bank
resulting in a concentration of credit risk. O the bank bal ance, $250,000 was
covered by federal depository insurance, and the renaining $844, 373 was
collateralized with securities held by the pledging financial institutions'
agents in the Gty's nane.

Custodial credit risk - investnents. For an investnent, this is the risk that,
in the event of the failure of the issuer or counterparty, the Cty will not be
able to recover the value of its investments or collateral securities that are
in the possession of an outside party. State statutes require investnments to
be adequately secured.

At Decenber 31, 2014, Cty had invested $1,363,378 in the State's munici pal

i nvestment pool. The municipal investnent pool is under the oversight of the
Pool ed Money Investment Board. The board is conprised of the State Treasurer
and four additional nenbers appointed by the State Governor. The board reports
annually to the Kansas |legislature. State pooled nonies nmay be invested in
direct obligations of, or obligations that are insured as to principal and
interest, by the U S. government or any agency thereof, with maturities up to
four years. No nmore than ten percent of those funds may be invested in

nort gage- backed securities. |n addition, the State pool may invest in
repurchase agreenents with Kansas banks or with primary governnent securities
dealers. The fair value of the Gty's position in the nunicipal investnment
pool is substantially the sane as the value of the pool shares.

Long-term debt

Ceneral obligation bonds. The Gty issues general obligation bonds to provide
funds for the acquisition and construction of major capital facilities.

Ceneral obligation bonds have been issued for both general governnment and
proprietary funds if they are expected to be repaid from proprietary fund
revenues.

CGeneral obligation bonds are direct obligations and pledge the full faith and
credit of the CGty. These bonds generally are issued with equal anounts of
principal maturing each year.

Capital leases. The Gty has entered into | ease agreenents as |essee for
financing the acquisition of equipnment. These |ease agreenents qualify as
capital |eases for accounting purposes.

Ceneral obligation bonds currently outstanding and a sunmary of changes in
| eases for the year ended Decenber 31, 2014 are presented on the follow ng
pages.



4. Long-term debt

(conti nued)

a. Changes in long-termliabilities for the Gty for the year ended Decenber 31, 2014, were as follows:
Dat e of Bal ance Bal ance
I nt er est Dat e of Anount of final begi nni ng Reduct i ons/ end I nt er est
| ssue rate i ssue i ssue maturity of vyear Addi ti ons payment s of year Pai d

General obligation bonds:

Series 2000 4.85%6.50% 12/ 01/ 2000 $ 630, 000 09/ 01/ 2021 $ 85, 000 $ - $ (10, 000) 75, 000 $ 4,812

Series 2002 3.50% 4.50% 12/01/2002 $1, 510, 000 12/ 01/ 2016 380, 000 - (120, 000) 260, 000 16, 735

Series 2004 3.25% 4.30% 06/ 15/ 2004 $1, 065, 000 09/ 01/ 2014 140, 000 - (140, 000) - 6, 020

Series 2006A 3.70% 4.10% 07/ 15/ 2006 $ 370,000 09/ 01/ 2016 130, 000 - (40, 000) 90, 000 5, 310

Series 2007A 3.55% 3.95% 10/ 15/ 2007 $1, 720, 000 09/ 01/ 2022 1, 480, 000 - (90, 000) 1, 390, 000 56, 210

Series 2007B 3.50% 3. 70% 10/ 15/ 2007 $2, 990, 000 09/ 01/ 2017 1, 600, 000 - (345, 000) 1, 255, 000 58, 362

Series 2009A 2.80% 4. 75% 04/01/ 2009 $1, 350, 000 09/ 01/ 2029 1, 190, 000 - (50, 000) 1, 140, 000 48, 763

Series 2010A 2.25%3.15% 05/10/ 2010 $1, 075, 000 09/ 01/ 2020 1, 035, 000 - (40, 000) 995, 000 28, 995

Series 2013A 2.25%4.30% 01/29/2013 $1, 760, 000 07/ 01/ 2033 1, 760, 000 - - 1, 760, 000 83, 669

Series 2013B 2.00-2.70% 01/29/2013 $6, 355, 000 08/ 01/ 2031 6, 210, 000 - (260, 000) 5, 950, 000 128, 678
Capital |eases:

2006 Fire

Trucks 4.93% 12/ 01/ 2006 $ 400, 000 9/ 17/ 2017 153, 035 - (41, 045) 111, 990 7,138

2011 Ford F250 3.72% 05/17/2010 $ 35,000 07/01/2018 21, 353 - (4, 986) 16, 367 761

Mot orol a Radi os 0. 00% 08/ 27/ 2010 $ 87, 537 08/ 01/ 2017 60, 589 = (15, 147) 45, 442 =
Total |ong-term debt _$14,.244, 977 _$ — _$(1,156,178) _$13,088,799 _$ 445, 453




4. Long-term debt

(conti nued)

b. Current

Princi pal :

G O Bonds:
Series 2000
Series 2002
Series 2004
Series 2006A
Series 2007A
Series 2007B
Series 2009A
Series 2010A
Series 2013A
Series 2013B

Capital |eases:

2006 Fire
Tr ucks

2011 Ford F250
Mot orol a Radi os

Total principal
Interest:

G O Bonds:

Series 2000
Series 2002
Series 2004
Series 2006A
Series 2007A
Series 2007B
Series 2009A
Series 2010A
Series 2013A
Series 2013B
Capital |eases:
2006 Fire
Trucks
2011 Ford F250
Mot orol a Radi os
Total interest

Total paynents

maturities of

| ong-term debt

and interest for

the next five years and in five year

increments through maturity are as follows:

Year ended Decenber 31,

2015 2016 2017 2018 2019 2020- 2024 2025- 2029 2030- 2034 Tot al
$ 10, 000 $ 10,000 $ 10, 000 $ 10,000 $ 10, 000 $ 25, 000 $ - $ - $ 75, 000
125, 000 135, 000 - - - - - - 260, 000
45, 000 45, 000 - - - - - - 90, 000
115, 000 140, 000 145, 000 150, 000 190, 000 650, 000 - - 1, 390, 000
380, 000 415, 000 460, 000 - - - - - 1, 255, 000
60, 000 60, 000 60, 000 65, 000 65, 000 370, 000 460, 000 - 1, 140, 000
85, 000 85, 000 85, 000 235, 000 250, 000 255, 000 - - 995, 000
70, 000 75, 000 80, 000 80, 000 80, 000 430, 000 490, 000 455, 000 1, 760, 000
270, 000 360, 000 385, 000 385, 000 395, 000 2, 665, 000 1, 240, 000 250, 000 5, 950, 000
43, 145 45, 319 23,526 _ _ _ _ _ 111, 990
5,239 5,438 5, 690 — — — — _ 16, 367
15,147 15, 147 15,148 - - - - - 45, 442
1,223,531 1,390, 904 1, 269, 364 925, 000 990, 000 4,395, 000 2. 190, 000 705, 000 13, 088, 799
$ 4,262 $ 3,712 $ 3,163 $ 2,587 $ 2,013 $ 2,301 $ - $ - $ 18, 038
11, 575 6, 075 - - - - - - 17, 650
3,690 1, 845 - - - - - - 5,535
52,948 48, 750 43,570 38, 205 32,580 51,715 - - 267, 768
45,943 32, 167 17, 020 - - - - - 95, 130
47, 363 45, 563 43, 643 41, 602 39, 262 155, 175 66, 270 - 438, 878
29, 095 26, 140 24,185 22,230 15, 532 8,033 - - 125, 215
58, 830 57, 255 55, 568 53, 767 51, 967 184, 870 192,175 49, 053 703, 485
123, 477 118, 077 110, 878 103, 177 95, 478 338, 888 100, 940 10, 125 1, 001, 040
5, 059 2,885 586 _ _ _ _ _ 8, 530
568 370 162 — — — — _ 1,100
382, 810 342, 839 298. 775 261. 568 236. 832 740, 982 359, 385 59,178 2,682, 369
$1, 606, 341 $1, 733, 743 $1.568, 139 $1, 186, 568 $ 1. 226,832 $5, 135,982 $ 2 549, 385 $ 764,178 $15, 771, 168
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Interfund transfers

Operating transfers were as foll ows:

Statutory
From To Aut hority Anount
Gener al Capital Projects K. S A $ 91, 000
12-1,118
Water Qperations Gener al K. S A 13,994
12-16, 102
Sewer Qperations Gener al K. S A 12, 045
12-16, 102
Water Park Sales Tax Bond and Interest Bond O dinance 379, 001
Total fund transfers $ 496, 040

Conpensat ed absences

It is the Cty's policy to permt enployees to earn non-cumul ative
different intervals based on length of service. The liability for
vacation tine at Decenber 31, 2014 is $63,179. sick |eave accrues
per year and accumulates to a maxi mum of 90 days. No liability is
for unpaid accunul ated sick |eave.

Defined benefit pension plan

a. Plan description

The Gty participates in the Kansas Public Enmpl oyees Retirenent

vacation at
conpensat ed
at 12 days
reported

System

(KPERS), a cost-sharing nultiple-enployer defined benefit pension plan as

provided by K S. A 74-4901, et seq. KPERS provides retirement

life insurance, disability income benefits, and death benefits.

| aw establishes and anmends benefit provisions. KPERS issues a

benefits,
Kansas
publicly

avail abl e financial report that includes financial statenents and required
suppl erentary information. That report nmay be obtained by witing to
KPERS (611 South Kansas, Suite 100, Topeka, KS 66603) or by calling 1-888-

275-5737.

b. Fundi ng policy

K. S A 74-4919 and K S. A 74-49,210 establish the KPERS nenber-enpl oyee
contribution rates. Effective July 1, 2009 KPERS has two benefit
structures and fundi ng depends on whether the enployee is a Tier 1 or Tier
2 menber. Tier 1 menbers are active and contributing nmenbers hired before
July 1, 2009. Tier 2 nenbers were first enployed in a covered position on
or after July 1, 2009. Kansas |aw establishes the KPERS menber-enpl oyee
contribution rate of 5% of covered salary for Tier 1 menbers and at 6% of
covered salary for Tier 2 nenbers. The enployer collects and renits
menber - enpl oyee contributions according to the provision of section 414(h)
of the Internal Revenue Code. Kansas |aw provides that enployer
contribution rates be determned annually based on the results of an
annual actuarial valuation. KPERS is funded on an actuarial reserve

basi s.

11



10.

11.

12.

Wat er purchase contract

The Gty has water purchase contracts with Public Wol esale Water Supply
District No. 6 of Tonganoxie, Kansas. The contracts require the Gty to nake
m ni mum nmont hly paynments. The contract requires mninum nonthly paynents for
a termof 20 years beginning in 1997. The Gty's paynent is approximtely
$15, 600 per year.

The Cty has a water purchase contract with Kansas Gty Board of Public
Uilities (BPU). The contract requires the Gty to take or pay a m ninum

purchase of fifty gallons of water per minutes. |If the Gty fails to purchase
the m nimum nonthly volume of water for any nonth, the Gty can either pay BPU
the anount of the underage by the billing due date in the following nmonth or

increase its purchase of water from BPU sufficient to utilize the underage
during the succeeding nonth.

County Road No. 1 contract

In 2009, the Cty entered into an Interlocal agreenent with Leavenworth
County, Kansas to pay for the Gty's share of the cost of inprovenents to
County Road No. 1. Under the $1.5 million agreement, the Gty wll pay
$100, 000 each year for 10 years, with the final paynent due on Septenber 1,
2018. The remai ning $500,000 will be paid by the Gty fromits share of
devel opnent fees collected within the boundaries of the corridor, and is due
no |ater than Septenber 30, 2019.

R sk nmanagenent

The City is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets; errors and om ssions; injuries to

enpl oyees; and natural disasters. The City carries comercial insurance for
risks of loss. Settled clainms resulting from these risks have not exceeded
commerci al insurance coverage in any of the past three years.

Recreati on Comm ssion COP's

The Gty has entered into an Interlocal agreement with the Tonganoxie
Recreation Conmi ssion (TRCto open a line of credit. The recreation

conmi ssion is assunming these paynents as part of a |ease purchase agreenent
with the city. The debt has been issued to purchase |and for the construction
of athletic facilities. The following is a summary of the changes in the |ine
of credit for 2014:

Begi nning principle Addi ti ons Endi ng princi pal
| ssue out st andi ng (reductions) out st andi ng
TRC Lease $ 462, 046 $ (64, 225) $ 397, 821

O her post enpl oynent benefits

As provided by K S. A 12-5040, the local governnent allows retirees to
participate in the group health insurance plan. Wile each retiree pays the
full amount of the applicable premum conceptually, the |ocal governnent is
subsidizing the retirees because each participant is charged a |evel of

prem um regardl ess of age. However, the cost of this subsidy has not been
quantified in this financial statenent.

12



13.

14.

O her post enploynent benefits (continued)

Under the Consolidated Omibus Budget Reconciliation Act (COBRA), the
government nmakes health care benefits available to eligible former enployees
and eligible dependents. Certain requirenents are outlined by the federal
government for this coverage. The premiumis paid in full by the insured.
There is no cost to the government under this program

Subsequent event

Managenent has evaluated the effects on the financial statement of subsequent
events occurring through the date of this report, which is the date at which
the financial statement was available to be issued.

13



SCHEDULE 1

G TY OF TONGANOXI E, KANSAS
Summary of Expenditures - Actual and Budget
Regul atory Basis
For the year ended Decenber 31, 2014

Adj ustmrent  for Expendi t ur es
Certified qual i fying Total budget chargeable to Variance -
Funds budget budget credits for conparison current year over (under)
Covernnental type funds:
General funds:

CGener al $ 2,700, 027 $ - $ 2,700, 027 $ 2,668, 451 $ 31, 576
Speci al purpose funds:

Speci al parks and recreation $ 11, 820 $ - $ 11, 820 $ 2,408 $ 9,412

Speci al  hi ghway $ 307, 000 $ - $ 307, 000 $ 103, 266 $ 203, 734

Li brary operations $ 352, 872 $ - $ 352, 872 $ 340, 083 $ 12,789

Transi ent guest tax $ 3,525 $ - $ 3,525 $ 320 $ 3, 205
Debt service funds:

Bond and interest $ 866, 620 $ - $ 866, 620 $ 743, 699 $ 122,921
Capital projects fund $ 472,038 $ 979, 938 $ 1,451,976 $ 1,451,976 $ -
Busi ness Funds:

Water operations $ 1, 370, 045 $ - $ 1, 370, 045 $ 971, 219 $ 398, 826

Sewer operations $ 575, 307 $ - $ 575, 307 $ 566, 376 $ 8,931

Sani tation $ 298, 069 $ - $ 298, 069 $ 297, 157 $ 912

14



SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
GENERAL FUND
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL AND BUDGET
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Vari ance -
Act ual Budget over (under)

Cash receipts:
Taxes $ 1,258,990 $ 970, 435 $ 288,555
I nt er gover nnent al 553, 763 460, 326 93, 437
Li censes and permts 98, 123 24,900 73,223
Fines and fees 183, 257 448, 000 (264, 743)
Use of noney and property 3,820 27,914 (24, 094)
Charges for services 107, 717 131, 150 (23, 433)
M scel | aneous 218, 785 89, 689 129, 096
Transfers in 104, 155 104, 155 -
Total cash receipts 2,528, 610 $ 2, 256, 569 $ 272,041

Expendi t ur es:
Adm ni stration 274, 500 $ 350, 721 $ (76, 221)
Code enforcenent 100, 179 17, 540 82, 639
Gty planning and devel opnent 6,019 195, 644 (189, 625)
Pol i ce departnent 1,018, 511 943, 704 74, 807
Fire departnent 452, 547 484, 268 (31, 721)
H ghway and streets 386, 494 417, 982 (31, 488)
Swi mm ng pool 155, 170 121, 881 33, 289
Court services 81, 168 59, 350 21, 818
Ani mal control 20, 725 26, 799 (6,074)
Debt managenent 82, 138 82, 138 -
Transfers out 91, 000 - 91, 000
Total expenditures 2,668, 451 $ 2,700, 027 $ (31, 576)

Recei pts over (under) expenditures (139, 841)

Unencunbered cash, begi nning of year 390, 383

Unencunbered cash, end of vyear $ 250, 542
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SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
SPECI AL PARKS AND RECREATI ON FUND
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL AND BUDGET
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Vari ance -
Act ual Budget over (under)
Cash receipts:
I nt er gover nnent al $ 5,133 $ 5, 325 $ (192)
Total cash receipts 5,133 $ 5,325 $ (192)
Expendi t ures:
Contractual services 1,272 $ 4,900 $ (3,628)
Commodi ti es 10 400 (390)
Capital outlay 1,126 6, 520 (5,394)
Total expenditures 2,408 $ 11, 820 $ (9,412)
Recei pts over (under) expenditures 2,725
Unencunbered cash, beginning of year 11, 214
Unencunbered cash, end of vyear $ 13, 939
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SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
SPECI AL H GHWAY FUND
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL AND BUDGET
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Vari ance -
Act ual Budget over (under)

Cash receipts:

I nt er gover nnent al $ 173, 688 $ 147, 750 $ 25,938
Rei nmbur senent s - - -

Total cash receipts 173, 688 $ 147, 750 $ 25,938

Expendi t ures:

Cont r act ual 3, 550 250, 000 (246, 450)
Capi tal outlay 42,716 200, 000 (157, 284)
Debt service 57, 000 57, 000 -
Total expenditures 103, 266 $ 507, 000 $ (403, 734)

Recei pts over (under) expenditures 70, 422

Unencunbered cash, beginning of year 208, 317

Unencunbered cash, end of vyear $ 278, 739
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CITY OF TONGANOXI E, KANSAS
LI BRARY CPERATI ONS FUND

SCHEDULE OF RECEI PTS AND EXPENDI TURES -

ACTUAL AND BUDGET

REGULATCRY BASI S

SCHEDULE 2

For the Year Ended Decenber 31, 2014
Current vyear
Vari ance -
Act ual Budget over (under)
Cash receipts:
Taxes $ 311, 377 $ 359, 263 $ (47, 886)
Rei nbur sement s 37,291 38, 389 (1, 098)
M scel | aneous = 10, 000 (10, 000)
Total cash receipts 348, 668 $ 407, 652 $ (58, 984)
Expendi t ures:
Per sonnel services - $ 38, 389 $ (38, 389)
Contractual services 340, 083 304, 483 35, 600
M scel | aneous - 10, 000 (10, 000)
Total expenditures 340, 083 $ 352,872 $  (12,789)
Recei pts over (under) expenditures 8, 585
Unencunbered cash, beginning of year -
Unencunbered cash, end of year $ 8, 585
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SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
POLI CE EQUI PMENT RESERVE FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual

Cash receipts:

Fines and fees $ 16, 591

Grants and donations 10, 539

Rei mbur sement s 5, 109

M scel | aneous 71

Total cash receipts 32, 310
Expendi t ur es:

Commodi ti es 1,437

Capi tal outlay 17,312

Total expenditures 18, 749
Recei pts over (under) expenditures 13,561
Unencunbered cash, beginning of year 17, 481
Unencunbered cash, end of year $ 31, 042

* This fund is not statutorily required to be budgeted. See Note 2a.
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CITY OF TONGANOXI E, KANSAS

FI RE EQUI PMENT RESERVE FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber

Cash receipts:

Speci al assessnents
Total cash receipts

Expendi t ur es:

Contractual services
Capital outlay

Total expenditures
Recei pts over (under) expenditures
Unencunbered cash, begi nning of year

Unencunbered cash, end of vyear

$

31, 2014

Act ual

76, 733

76, 733

10
72, 380

72, 390

4, 343

110, 245

114, 588

* This fund is not statutorily required to be budgeted. See Note 2a.
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CITY OF TONGANOXI E, KANSAS
LAW ENFORCEMENT TRUST FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual

Cash receipts:

I nt er gover nirent al $ 1,711

Seizures and forfeitures 829

Total cash receipts 2, 540
Expendi t ur es:

Contractual services 6, 401

Commodi ti es 11, 448

Total expenditures 17, 849
Recei pts over (under) expenditures (15, 309)
Unencunbered cash, beginning of year 16, 435
Unencunbered cash, end of year $ 1,126

* This fund is not statutorily required to be budgeted. See Note 2a.
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CITY OF TONGANOXI E, KANSAS
TRANSI ENT GUEST TAX FUND

SCHEDULE OF RECEI PTS AND EXPENDI TURES -

For the Year

Cash receipts:

| nt er gover nnent al

Total cash receipts
Expendi t ures:

Contractual services

Total expenditures
Recei pts over (under) expenditures
Unencunbered cash, beginning of year

Unencunbered cash, end of year

REGULATCRY BASI S

ACTUAL AND BUDGET

SCHEDULE 2

22

Ended Decenber 31, 2014
Vari ance -

Act ual Budget over (under)
316 $ 1, 000 $ (684)
316 $ 1, 000 $ (684)
320 $ 3,525 $ (3, 205)
320 $ 3,525 $ (3, 205)

(4)

4,190

4,186



SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
WATER PARK SALES TAX FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual

Cash receipts:

Sal es tax $ 379,002

Total cash receipts 379, 002
Expendi t ur es:

Transfer out 379, 001

Total expenditures 379, 001
Recei pts over (under) expenditures 1
Unencunbered cash, begi nning of year 919
Unencunbered cash, end of year $ 920

* This fund is not statutorily required to be budgeted. See Note 2a.
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CITY OF TONGANOXI E, KANSAS
| NSURANCE PROCEEDS FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Current vyear

act ual
Cash receipts:
Fire insurance proceeds $ 34, 304
Total cash receipts 34, 304
Expendi t ures:
Rei nbur sed expenses 9, 870
Total expenditures 9, 870
Recei pts over (under) expenditures 24,434
Unencunbered cash, beginning of year =
Unencunbered cash, end of vyear $ 24,434

*This fund is not statutorily required to be budgeted. See note 2a.
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CITY OF TONGANOXI E, KANSAS
GALLAGHER PARK FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual
Cash receipts:
Donat i ons $ 550
Total cash receipts 550
Expendi t ures:

Contractual services -
Total expenditures -
Recei pts over (under) expenditures 550
Unencunbered cash, beginning of year -
Unencunbered cash, end of year $ 550

*This fund is not statutorily required to be budgeted. See note 2a.
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CITY OF TONGANOXI E, KANSAS
BOND AND | NTEREST FUND
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL AND BUDGET
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

SCHEDULE 2

Vari ance -
Act ual Budget over (under)
Cash receipts:
Taxes $ 387, 987 $ 385, 944 $ 2,043
Transfers in 379, 001 356, 000 23,001
Total cash receipts 766, 988 $ 741,944 $ 25, 044
Expendi t ures:
Debt service 743, 699 866, 620 (122, 921)
Total expenditures 743, 699 $ 866, 620 $  (122,921)
Recei pts over (under) expenditures 23, 289
Unencunbered cash, beginning of year 163, 495
Unencunbered cash, end of year $ 186, 784
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CITY OF TONGANOXI E, KANSAS
CAPI TAL PRQIECTS FUND

SCHEDULE OF RECEI PTS AND EXPENDI TURES -

REGULATCRY BASI S

For the Year

Cash receipts:

I nt er gover nnent al
G her revenues
Transfers in

Total cash receipts

Expendi t ur es:

Commodi ti es
Capital outlay

Debt service
Adj ustnent for qualifying budget credits

Funds received in excess of budget
Total expenditures
Recei pts over (under) expenditures
Unencunbered cash, beginning of year

Unencunbered cash, end of year

27

Ended Decenber 31, 2014

ACTUAL AND BUDGET

SCHEDULE 2

Vari ance -
Act ual Budget over (under)
$ 1,129, 640 $ 350, 000 $ 779, 640
142, 151 - 142, 151
91, 000 = $ 91, 000
1, 362, 791 $ 350, 000 $ 1,012,791
- $ 167, 038 $ (167,038)
1,151, 976 5, 000 1, 146, 976
300, 000 300, 000 -
- 979, 938 (979, 938)
1, 451, 976 $ 1,451,976 $ -
(89, 185)
89, 211
$ 26



SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
CAPlI TAL RESERVE FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual

Cash receipts:

Gants and donations $ 272,908

Q her revenues 33, 925

Total cash receipts 306, 833
Expendi t ures:

Contractual services 33,675

Capital outlay 272,908

Total expenditures 306, 583
Recei pts over (under) expenditures 250
Unencunbered cash, beginning of year 665
Unencunbered cash, end of year $ 915

* This fund is not statutorily required to be budgeted. See Note 2a.
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CITY OF TONGANOXI E, KANSAS
WATER OPERATI ONS FUND

SCHEDULE OF RECEI PTS AND EXPENDI TURES -

For the Year

Cash receipts:

Charges for services
Use of noney and property

Total cash receipts

Expendi t ures:

Production and distribution
Debt service
Transfers out

Total expenditures
Recei pts over (under) expenditures
Unencunbered cash, beginning of year

Unencunbered cash, end of year

REGULATCRY BASI S

29

Ended Decenber 31,

ACTUAL AND BUDGET

SCHEDULE 2

2014

Vari ance -
Act ual Budget over (under)
$ 1,038, 664 $ 1,123,300 $ (84, 636)
10, 832 500 10, 332
1, 049, 496 $ 1,123, 800 $ (74, 304)
595, 008 697, 214 (102, 206)
320, 235 307, 243 12,992
55, 976 118, 988 (63, 012)
971, 219 $ 1,123,445 $ (152, 226)

78, 277

228, 673

_$ 306,950



SCHEDULE 2
CITY OF TONGANOXI E, KANSAS
WATER CAPI TAL | MPROVEMENT FUND*
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual

Cash receipts:

Charges for services $ 17, 000

Lease proceeds 2,875

Use of noney and property 12, 000

Transfers in -

Total cash receipts 31, 875
Expendi t ur es:

Capital outlay 235, 640

Total expenditures 235, 640
Recei pts over (under) expenditures (203, 765)
Unencunbered cash, beginning of year 486, 364
Unencunbered cash, end of year $ 282, 599

* This fund is not statutorily required to be budgeted. See Note 2a.
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CITY OF TONGANOXI E, KANSAS
SEVEER OPERATI ONS FUND
SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL AND BUDGET
REGULATORY BASI S
For the Year Ended Decenber 31, 2014

Act ual Budget

SCHEDULE 2

Vari ance -
over (under)

Cash receipts:

Charges for services $ 647,200 $ 696,350 $ (49, 150)
Use of noney and property - - -
Total cash receipts 647, 200 $ 696,350 $  (49,150)
Expendi t ures:
Pl ant operating costs 283,583 $ 355,733 $ (72,150)
Capital outlay 5,294 1, 000 4,294
Debt service 229, 320 232, 152 (2,832)
Transfers out 48, 179 106, 459 (58, 280)
Total expenditures 566, 376 $ 695,344 $ (128,968)
Recei pts over (under) expenditures 80, 824
Unencunbered cash, beginning of year 115, 823
Unencunbered cash, end of year $ 196, 647
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CITY OF TONGANOXI E, KANSAS

SEVWER CAPI TAL

| MPROVEMENT  FUND*

SCHEDULE OF RECEI PTS AND EXPENDI TURES - ACTUAL
REGULATCORY BASI S
the Year Ended Decenber 31, 2014

Cash receipts:

Charges for services

Total cash receipts
Expendi t ur es:

Capital outlay

Total expenditures

For

Recei pts over (under) expenditures

Unencunbered cash, beginning of year

Unencunbered cash, end of year

* This fund is not statutorily required to be budgeted.

Act ual

$ 24,750

24, 750

3, 144
3, 144
21, 606
255, 220

5 276,826

See Note 2a.
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CITY OF TONGANOXI E, KANSAS
SANI TATI N FUND

SCHEDULE OF RECEI PTS AND EXPENDI TURES -

For the Year

Cash receipts:

Charges for services

Total cash receipts

Expendi t ur es:

Contractual services

Total expenditures
Recei pts over (under) expenditures
Unencunbered cash, beginning of year

Unencunbered cash, end of year

REGULATCRY BASI S

33

ACTUAL AND BUDGET

SCHEDULE 2

Ended Decenber 31, 2014
Vari ance -

Act ual Budget over (under)
$ 319, 798 $ 315, 000 $ 4,798
319, 798 $ 315, 000 $ 4,798
297, 157 298, 069 (912)
297, 157 $ 298, 069 $ (912)

22,641

40, 250

$ 62, 891



SCHEDULE 3

CITY OF TONGANOXI E, KANSAS
AGENCY FUNDS
Summary of Receipts and D sbursenents
Regul atory Basis
For the year ended Decenber 31, 2014

Begi nni ng cash Endi ng
bal ance Recei pts Di sbur senent s cash bal ance
Payrol | clearing $ 5, 667 $ 1,596,596 $ 1,588,547 $ 13, 716
Bai | bonds 7,546 3,730 3,900 7,376
Revol ving | oan 27,075 9, 606 = 36, 681
Total agency funds $ 40, 288 $ 1,609,932 $ 1,592,447 $ 57,773
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CTY OF TONGANOXI E, KANSAS

SCHEDULE OF EXPENDI TURES OF FEDERAL AWARDS

Year ended Decenber 31,

Federal G antor/Pass-Through
G antor/Program Title

U.S. Departnent of Transportation

Passed through the Kansas Departnent of Transportation

H ghway Pl anning and Construction
State and Community H ghway Safety

Total U.S. Departnent of Transportation

U S. Departnent of Justice

Public Safety Partnership and Comunity Policing G ant

Total U. S. Departnent of Justice

Total expenditures of federal awards
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2014
Feder al

CFDA
Nunber

20. 205
20. 600

16. 710

Expendi t ur es

$ 578, 768

3, 580

582, 348

41, 750

41, 750

$ 624, 098




CITY OF TONGANOXI E, KANSAS
NOTES TO THE SCHEDULE OF EXPENDI TURES OF FEDERAL AWARDS
For the year ended Decenber 31, 2014

1. Basis of accounting

a. Regul atory Basis of accounting and Departure from Accounting Principles CGenerally
Accepted in the United States of Anerica

The KMAAG regul atory basis of accounting involves the recognition of cash, cash

equi val ents, narketable investments, and certain accounts payable and encunbrance
obligations to arrive at a net unencunbered cash and investnents bal ance on a

regul atory basis for each fund, and the reporting of changes in unencunbered cash and
investments of a fund resulting fromthe difference in regulatory basis revenues and
regul atory basis expenditures for the fiscal year. Al recognized assets and
liabilities are measured and reported at cost, unless they have been permanently

i npai red and have no future cash value or represent no future obligation against cash.
The KMAAG regul atory basis does not recognize capital assets, |long-term debt, accrued
recei vabl es and payables, or any other assets, liabilities or deferred inflows or
outflows, other than those mentioned above.

The Gty has adopted a resolution in accordance with K S. A 75-1120a to waive reporting
in accordance with accounting principles generally accepted in the United States of
Anerica, which allows the Gty to utilize the regulatory basis of accounting.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING Dana Splichal, CPA

AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS John Vohs, CPA

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Mayor and City Council
City of Tonganoxie, Kansas

We have audited, in accordance with the auditing standards generally accepted in the United States
of BAmerica, the Kansas Municipal Audit and Accounting Guide, and the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States, the financial statement of the City of Tonganoxie, Kansas, (the City), as of and for
the year ended December 31, 2014, and the related notes to the financial statement and have issued
our report thereon dated October 5, 2015. That financial statement was prepared on the regulatory
basis of accounting as prescribed by the State of Kansas, which is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America. The
Independent Auditors' Report expressed an unqualified opinion with respect to the regulatory basis
of accounting, and an adverse opinion on the application of accounting principles generally accepted
in the United States of America.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statement, we considered the City's internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statement, but not for the purpose of expressing an opinion on the effectiveness of the City's
internal control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity's financial statement will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given those limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City's financial statement is free of
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 determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

However, we noted certain other matters that we reported to management of the City in a separate
letter dated October 5, 2015.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the City's internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

fepmge ¢ Associnrex Cods LLC

Kramer & Associates CPAs, LLC
Leavenworth, Kansas
October 5, 2015
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Making the right move for your business

I Sherrie Hodges, CPA
Theresa Megee, CPA
my Schwin
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM (’; y § Fﬁan, CeA
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133 ana Splichal, CPA
John Vohs, CPA

Mayor and City Council
City of Tonganoxie, Kansas

Report on Compliance for Each Major Federal Program

We have audited the City of Tonganoxie, Kansas, (the City) with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that could have a direct and material effect on each of the City's major federal programs for the
year ended December 31, 2014. The City's major federal programs are identified in the summary of
auditors' results section of the accompanying schedule of findings and questioned costs.

Management's Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its major federal programs.

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of the City's major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted
our audit of compliance in accordance with auditing standards generally accepted in the United
States of BAmerica; the Kansas Municipal Audit and Accounting Guide; the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the City's compliance with those
requirements and performing such other procedures as we consider necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the City's compliance.

Opinion on Each Major Federal Program

In our opinion, the City complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2014.

Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered the City's internal control over compliance with
the types of requirements that could have a direct and material effect on each major federal program
to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the City's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely
basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.
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Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

Kamer ¢ Ascocrnres Clhs LLc

Kramer & Associates CPAs, LLC
Leavenworth, Kansas
October 5, 2015
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CTY OF TONGANOXI E, KANSAS

SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
Year ended Decenber 31, 2014

Summary of Audit Results

The | ndependent Auditors' Report expressed an unqualified opinion on the financial
statement of the Gty of Tonganoxie, Kansas with respect to the regulatory basis of
accounting of the State of Kansas and an adverse opinion on the application of accounting
principles generally accepted in the United States of America.

No deficiencies in internal control over financial reporting were considered to be
material weaknesses. There were no significant deficiencies in internal control over
financial reporting reported in our |ndepedent Auditors' Report on Internal Control Over
Fi nanci al Reporting and on Conpliance and her Matters Based on an Audit of Financial
Statenents Perforned in Accordance w th Governnent Auditing Standards.

No instances of nonconpliance material to the financial statenent of the Gty of
Tonganoxi e, Kansas were noted during the audit.

No deficiencies in internal control over najor award prograns were considered to be
material weaknesses. There were no significant deficiencies in internal control over
maj or programs reported in our |ndependent Auditors' Report on Conpliance for Each Mjor
Program and on Internal Control over Conpliance Required by OMB G rcular A 133.

The | ndependent Auditors' Report on Conpliance for Each Mjor Program and on Internal
Control over Conpliance Required by OMB Qrcular A 133 expressed an unqualified opinion
for each najor federal award program for the Gty of Tonganoxie, Kansas.

There are no audit findings that are required to be disclosed in accordance with Section
510(a) of OMB Circular A-133 in this schedule.

The prograns tested as major progranms included:

United States Departnent of Transportation
CFDA No. Title

20. 205 H ghway Pl anning and Construction
The threshold for distinguishing between Types A and B prograns was $300, 000.

Gty of Tonganoxie, Kansas, did not qualify as a lowrisk auditee.

Findings - Financial Statement Audit

No natters were noted.

Fi ndi ngs and questioned costs - Mjor Federal Awards Prograns Audit

No matters were noted.
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CTY OF TONGANOXI E, KANSAS

SUWARY SCHEDULE OF PRICOR AUDI T FI NDI NGS
Year ended Decenber 31, 2014

Fi ndings - Financial Statenment Audit

No matters were noted.

Fi ndi ngs and questioned costs - Mjor Federal Awards Prograns Audit

No matters were noted.
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