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JARRED, GILMORE & PHILLIPS, PA
Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Honorable Mayor and City Council
City of St. Paul, Kansas

We have audited the accompanying financial statements of the City of St. Paul, Kansas, as of and
for the year ended December 31, 2010, as listed in the table of contents. These financial
statements are the responsibility of the City of St. Paul, Kansas’ management. Our responsibility
is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the guidance in the Kansas Municipal Audit Guide. Those standards and
guidance require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

As described more fully in Note 1, the City has prepared these financial statements in conformity
with the accounting practices prescribed by the State of Kansas to demonstrate compliance with
the cash basis and budget laws of the State of Kansas, which practices differ from accounting
principles generally accepted in the United States of America. The effect on the financial
statements of the variances between these regulatory accounting practices and accounting
principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material.

The financial statements, referred to above, do not include financial data of the St. Paul Area
Recreation Commission, a component unit, which should be included in order to conform with
accounting principles generally accepted in the United States of America. If the omitted
component unit had been included, the cash and unencumbered cash balance would have been
increased by $10,908.09 at December 31, 2010.

In our opinion, because of the omission of the St. Paul Area Recreation Commission, a component
unit, and the City’s policy to prepare its financial statements on the basis of accounting discussed
in the preceding paragraph, the financial statements referred to above do not present fairly, in
conformity with accounting principles generally accepted in the United States of America, the
financial position of the City of St. Paul, Kansas, as of December 31, 2010, the changes in its
financial position, or where applicable, its cash flows for the year then ended.

Also, in our opinion, except for the effects of omitting the component unit, the financial
statements referred above present fairly, in all material respects, the cash and unencumbered
cash balances of the City of St. Paul, Kansas, as of December 31, 2010, and its cash receipts and
expenditures, and budget to actual comparisons for the year then ended, taken as a whole, on the
basis of accounting described in Note 1.

JARRED, GILMORE & PHILLIPS, PA
Certified Public Accountants

April 27, 2011
Chanute, Kansas
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City of St Paul

Statement 2 - Summary of Expenditures (Actual and Budget)

For the Year Ended 12/31/2010

Variance
Certified Actual Favorable
Budget Expenditures (Unfavorable)
General Fund $ 302,781.00 273,359.41 29,421.59
Special Revenue Funds
Special Highway Fund 20,338.00 17,312.50 3,025.50
Park and Recreation Fund 12,674.00 7,039.56 5,634.44
Local Sales Tax Fund 85,644.00 74,735.05 10,908.95
Enterprise Funds
Water Operating Fund 186,947.00 174,991.63 11,955.37
Sanitation Fund 44,483.00 39,415.10 5,067.90
Sewer Operating Fund 32,214.00 11,446.18 20,767.82

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



City of St Paul
General Fund

Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Cash Receipts

Ad Valorem Tax

Motor Vehicle Tax

Rec Vehicle Tax
16/20M Vehicle Tax
Delingquent Tax
Interest on Idle Funds
Sales Tax

Local Alcoholic Tax
Franchise Tax

Taxes

Fee Licenses and Permits
Township Fire Payment
Sale of Equipment
Charges for Services
Rents

State Grant
Re-Instate

Fines and Penalties
Diversions

Interest Income

Gifts and Donations
Reimbursed Expenses
Miscellaneous

Total Cash Receipts

Expenditures

General Government
Personal Services
Contractual Services
Materials and Supplies
Materials and Supplies
Capital Outlay
Transfer to Cap Imp Res
Transfer to Cap Eg Res

Municipal Court
Personal Services
Contractual Services

Police
Contractual Services

Fire
Personal Services
Contractual Services
Materials and Supplies
Materials and Supplies
Capital Outlay

Streets
Personal Services

Variance -

Certified Favorable
Budget Actual (Unfavorable)
0 115,139.80 $ 115,139.80
25,909.00 23,742.75 (2,166.25)
182.00 210.65 28.65
1,011.00 0 (1,011.00)
0 1,821.85 1,821.85
0 6,081.40 6,081.40
35,360.00 30,486.10 (4,873.90)
1,272.00 2,214.16 942.16
30,000.00 31,376.36 1,376.36
0 817.79 817.79
3,000.00 2,099.00 (901.00)
3,500.00 0 (3,500.00)
0 655.77 655.77
1,000.00 177.80 (822.20)
3,000.00 3,600.00 600.00
0 1,365.00 1,365.00
0 667.00 667.00
20,000.00 24,429.24 4,429.24
2,400.00 4,100.00 1,700.00
10,000.00 0 (10,000.00)
0 3,445.00 3,445.00
0 5,735.15 5,735.15
2,000.00 0 (2,000.00)
138,634.00 258,164.82 119,530.82
52,000.00 42,735.03 9,264.97
80,000.00 78,448.34 1,551.66
26,000.00 0 26,000.00
0 28,791.79 (28,791.79)
11,400.00 1,000.00 10,400.00
0 15,000.00 (15,000.00)
0 5,000.00 (5,000.00)
169,400.00 170,975.16 (1,575.16)
0 699.08 (699.08)
9,000.00 12,218.50 (3,218.50)
9,000.00 12,917.58 (3,917.58)
15,600.00 0 15,600.00
15,600.00 0 15,600.00
7,611.00 4,173.00 3,438.00
7,500.00 8,439.91 (939.91)
3,000.00 0 3,000.00
0 2,761.22 (2,761.22)
3,000.00 0 3,000.00
21,111.00 15,374.13 5,736.87
31,606.00 36,407.78 (4,801.78)



City of St Paul
General Fund
Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Variance -
Certified Favorable
Budget Actual (Unfavorable)
Contractual Services 300.00 930.00 (630.00)
Materials and Supplies 1,000.00 0 1,000.00
Materials and Supplies 0 2,842.62 (2,842.62)
Capital Outlay 28,564.00 12,410.35 16,153.65
61,470.00 52,590.75 8,879.25
Parks and Recreation
Personal Services 200.00 699.73 (499.73)
Contractual Services 3,000.00 7,273.64 (4,273.64)
Materials and Supplies 1,000.00 0 1,000.00
Materials and Supplies 0 13,528.42 (13,528.42)
Capital Outlay 2,000.00 0 2,000.00
6,200.00 21,501.79 (15,301.79)
Transfer Out
Transfer to Cap Imp Res 15,000.00 0 15,000.00
Transfer to Cap Eg Res 5,000.00 0 5,000.00
20,000.00 0 20,000.00
Total Expenditures 302.781.00 273,359.41 29,421.59
Receipts Over (Under) Expenditures (15,194.59)
Beginning Unencumbered Cash 121,337.27
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash "'E'iﬁéfihfjgé”

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



City of St Paul

Special Highway Fund

Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Variance -
Certified Favorable
Budget Actual (Unfavorable)
Cash Receipts
Fee Licenses and Permits $ 0 $ 10.00 $ 10.00
State Motor Fuels Tax 18,990.00 17,806.37 (1,183.63)
Reimbursed Expenses 0 2,266.58 2,266.58
Total Cash Receipts 18,990.00 20,082.95 1,092.95
Expenditures
Streets
Contractual Services 0 2.50 (2.50)
Materials and Supplies 319.00 0 319.00
Capital Outlay 2,709.00 0 2,709.00
GO Bond Principal 15,000.00 15,000.00 0
GO Bond Interest 2,310.00 2,310.00 0
20,338.00 17,312.50 3,025.50
Total Expenditures 20,338.00 17,312.50 3,025.50
Receipts Over (Under) Expenditures 2,770.45
Beginning Unencumbered Cash 4,705.28
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash '"'"é"31233'7§”

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



City of St Paul
Park and Recreation Fund
Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Variance -
Certified Favorable
Budget Actual (Unfavorable)
Cash Receipts
Local Alcoholic Tax $ 1,272.00 S 2,214.17 $ 942.17
Fee Licenses and Permits 0 1,530.00 1,530.00
Rents 1,000.00 0 (1,000.00)
Gifts and Donations 100.00 0 (100.00)
Transfer from SCIP 0 15,708.99 15,708.99
Total Cash Receipts 2,372.00 19,453.16 17,081.16
Expenditures
Parks and Recreation
Contractual Services 1,000.00 2,200.00 (1,200.00)
Materials and Supplies 3,000.00 0 3,000.00
Materials and Supplies 0 4,839.56 (4,839.50)
Capital Outlay 8,674.00 0 8,674.00
12,674.00 7,039.56 5,634.44
Total Expenditures ____12,674.00 7,039.56 5,634.44
Receipts Over (Under) Expenditures 12,413.60
Beginning Unencumbered Cash 19,687.23
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash 7 é'gé:ibﬁjgén

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



City of St Paul

Local Sales Tax Fund

Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Variance -
Certified Favorable
Budget Actual (Unfavorable)
Cash Receipts
Sales Tax $ 55,000.00 $ 66,554.08 $ 11,554.08
Total Cash Receipts 55,000.00 66,554.08 11,554.08
Expenditures
General Government
Contractual Services 22,516.23 (22,516.23)
Capital Outlay 5,238.00 0 5,238.00
5,238.00 22,516.23 (17,278.23)
Water Utility
Capital Outlay 5,238.00 0 5,238.00
GO Bond Principal 21,018.00 21,018.00 0
GO Bond Interest 40,553.00 31,200.82 9,352.18
Lease-Purchase Payments 13,597.00 0 13,597.00
80,406.00 52,218.82 28,187.18
Total Expenditures 85.644.00 74,735.05 10,908.95
Receipts Over (Under) Expenditures (8,180.97)
Beginning Unencumbered Cash 36,676.10
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash 7 é'EéZZéETTé"

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
Capital Improvement Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
Transfer From Gen Fund S 15,000.00
Total Cash Receipts 15,000.00
Expenditures
Department Code - None
Expenditure Code - None 0
0
Total Expenditures 0
Receipts Over (Under) Expenditures 15,000.00
Beginning Unencumbered Cash 15,987.76
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash $ 30,987.76

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
Sewer Reserve Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
Transfer From Sewer S 10,000.00
Total Cash Receipts 10,000.00
Expenditures
Sewer Utility
Contractual Services 57.90
57.90
Total Expenditures 57.90
Receipts Over (Under) Expenditures 9,942.10
Beginning Unencumbered Cash 90,847.37
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash $ 100,789.47

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



City of St Paul
Water Line Repair Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
Charges for Services S 17,820.00
Total Cash Receipts 17,820.00
Expenditures
Department Code - None
Expenditure Code - None 0
0
Total Expenditures 0
Receipts Over (Under) Expenditures 17,820.00
Beginning Unencumbered Cash 31,205.83
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash $ 49,025.83

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
Water Bond Reserve Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
Transfer From Water S 6,800.00
Total Cash Receipts 6,800.00
Expenditures
Department Code - None
Expenditure Code - None 0
0
Total Expenditures 0
Receipts Over (Under) Expenditures 6,800.00
Beginning Unencumbered Cash 34,121.00
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash $ 40,921.00

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
Equipment Reserve Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
Transfer From Gen Fund S 5,000.00
Total Cash Receipts 5,000.00
Expenditures
Department Code - None
Expenditure Code - None 0
0
Total Expenditures 0
Receipts Over (Under) Expenditures 5,000.00
Beginning Unencumbered Cash 15,000.00
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash $ 20,000.00

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
River Intake Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
State Grant $ 500.00
Total Cash Receipts 500.00
Expenditures
Economic Development
Contractual Services 4,503.03
Materials and Supplies 11,804.51
16,307.54
Total Expenditures 16,307.54
Receipts Over (Under) Expenditures (15,807.54)
Beginning Unencumbered Cash 15,807.54
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash 7 éué -----

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



City of St Paul
SCIP Grant Fund
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
State Grant S 15,701.00
Total Cash Receipts 15,701.00
Expenditures
Parks and Recreation
Transfer to Other Funds 15,708.99
15,708.99
Total Expenditures 15,708.99
Receipts Over (Under) Expenditures (7.99)
Beginning Unencumbered Cash 7.99
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash $ 0

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



City of St Paul
Water Operating Fund

Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Cash Receipts

Sales Tax

Fee Licenses and Permits
Charges for Services
Utility Hookup Fees
Utility Meter Deposit
Utility Fees

Utility Sales Tax

Late Charges

Reimbursed Expenses

Total Cash Receipts
Expenditures

Water Utility
Personal Services

Contractual Services
Materials and Supplies
Materials and Supplies
Capital Outlay

GO Bond Interest
Remittances

Transfer to Water Res

Total Expenditures

Receipts Over (Under) Expenditures
Beginning Unencumbered Cash

Prior Year Cancelled Encumbrances

Ending Unencumbered Cash

Variance -
Certified Favorable

Budget Actual (Unfavorable)
0 1,206.63 S 1,206.63

0 1,405.00 1,405.00
136,000.00 178,417.27 42,417.27
25.00 0 (25.00)

0 885.00 885.00

0 90.00 90.00
836.00 0 (836.00)
3,934.00 4,837.21 903.21

0 100.26 100.26
140,795.00 186,941.37 46,146.37
70,000.00 60,108.39 9,891.61
39,000.00 69,180.50 (30,180.50)
45,000.00 0 45,000.00
0 29,550.24 (29,550.24)
32,250.00 0 32,250.00
0 9,352.50 (9,352.50)

697.00 0 697.00
0 6,800.00 (6,800.00)
186,947.00 174,991.63 11,955.37
__186,947.00 174,991.63 11,955.37
11,949.74
59,044.82
0

$ 70,994.56

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
Sanitation Fund
Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Variance -
Certified Favorable
Budget Actual (Unfavorable)
Cash Receipts
Charges for Services $ 44,000.00 $ 39,622.35 $ (4,377.65)
Total Cash Receipts 44,000.00 39,622.35 (4,377.65)
Expenditures
Trash Utility
Contractual Services 44,483.00 39,415.10 5,067.90
44,483.00 39,415.10 5,067.90
Total Expenditures —44,483.00 39,415.10 5,067.90
Receipts Over (Under) Expenditures 207.25
Beginning Unencumbered Cash 62.02
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash 77 é"éé§j5§”

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



Sewer Operating Fund

City of St Paul

Statement 3 - Statement of Cash Receipts and Expenditures (Actual and Budget)
for the Year-to-Date as of: 12/31/2010

Cash Receipts

Charges for Services
Sewer Debt Fee
Reimbursed Expenses

Total Cash Receipts

Expenditures

Sewer Utility
Contractual Services
Materials and Supplies
Materials and Supplies
Capital Outlay
GO Bond Principal
GO Bond Interest
Transfer to Sewer Res

Total Expenditures

Receipts Over (Under) Expenditures
Beginning Unencumbered Cash

Prior Year Cancelled Encumbrances

Ending Unencumbered Cash

Variance -
Certified Favorable

Budget Actual (Unfavorable)
$ 25,000.00 $ 48,780.97 $ 23,780.97
0 (14.00) (14.00)
0 657.46 657.46
25,000.00 49,424 .43 24,424 .43
3,000.00 1,205.57 1,794.43
500.00 0 500.00
0 240.61 (240.061)
3,133.00 0 3,133.00
15,000.00 0 15,000.00
581.00 0 581.00

10,000.00 10,000.00
32,214.00 11,446.18 20,767.82
_32.,214,00 11,446.18 20,767.82

37,978.25

11,101.85

0
5749,080.10_

The Notes to Financial Statements are an integral part of this statement.
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City of St Paul
Payroll Clearing
Statement 3 - Statement of Cash Receipts and Expenditures
for the Year-to-Date as of: 12/31/2010

Actual
Cash Receipts
Miscellaneous S 120,240.60
Total Cash Receipts iEéTéthEd"
Expenditures
Payroll Costs
Personal Services 118,932.73
118,932.73
Total Expenditures 118,932.73
Receipts Over (Under) Expenditures 1,307.87
Beginning Unencumbered Cash 9,688.50
Prior Year Cancelled Encumbrances 0
Ending Unencumbered Cash é-Eéréég:§§“

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



City of St. Paul
St. Paul, Kansas
Notes to Financial Statements
For the Year Ended December 31, 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of the City 1is
presented to assist in understanding the City’s financial statements.
The financial statements and notes are representations of the City’s
management, who is responsible for their integrity and objectivity.
These accounting policies conform to a comprehensive basis of
accounting other than accounting principles generally accepted in the
United States of America and have been consistently applied in the
preparation of the financial statements.

Reporting Entity

The City is a municipal corporation governed by an elected five-member
council. The accompanying financial statements present the City (the
primary government), but omit its component unit, entities for which
the city is considered to be Ffinancially accountable.

The City’s component unit is discussed separately below. The governing
body of the component unit is appointed by the City. The component
unit has not been audited and is not included in the accompanying
financial statements.

e St. Paul Area Recreation Commission. The St. Paul Area Recreation

Commission oversees recreational activities. Bond 1issuance or
acquisition of real property must be approved by the City. Separate
financial statements are not prepared. The Commission had

expenditures totaling $9,079 for the year ended December 31, 2010.
The Commission’s December 31,2010 year-end cash balance was $10,908.

Financial Statement Presentation

The financial activities of the City are recorded and presented on the
basis of Tfunds. 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, which are
segregated for the purpose of carrying on specific activities or
attaining certain objectives in accordance with special regulations,

restrictions, or limitations. The TfTollowing types of funds comprise
the financial activities of the City of St Paul, Kansas, for the year
of 2010.

e Governmental Funds

General Fund — to account for all financial resources except those
required to be accounted for in another fund.

Special Revenue Funds - to account for the proceeds of specific
revenue sources (other than for major capital projects) that are
legally restricted to expenditure for specified purposes.

Capital Projects Funds — to account for financial resources to be
used for the acquisition or construction of major capital facilities
(other than those financed by proprietary funds and trust funds).
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
e Proprietary Funds

Enterprise Funds — to report any activity for which a fee is charged
to external users for goods or services.

e Fiduciary Funds

Agency Funds — to account for situations where the government’s role
is purely custodial, such as the receipt, temporary investment, and
remittance of  fiduciary resources to individuals, private
organizations, or other governments.

Basis of Accounting

The statutory basis of accounting, as used in the preparation of these
statutory basis Tfinancial statements, is designed to demonstrate
compliance with the cash basis and budget laws of the State of Kansas.
Cash receipts are recognized when the cash balance of a fund is
increased. Expenditures include disbursements, accounts payable, and
encumbrances, with disbursements being adjusted for prior year’s
accounts payable and encumbrances. Encumbrances are commitments
related to unperformed (executory) contracts for goods and services,
and are usually evidenced by a purchase order or written contract. For
an interfund transaction, a cash receipt is recorded in the fund
receiving cash from another fund, and an expenditure is charged in the
fund from which the transfer is made.

The City has approved a resolution that is in compliance with K.S._A.
75-1120a(c), waiving the requirement for application of generally
accepted accounting principles and allowing the city to use the
statutory basis of accounting.

Statutory Basis Financial Statements

Statutory basis financial statements consist of the following:

e Statement 1 — Summary of Cash Receipts, Expenditures and
Unencumbered Cash. This is a fund summary statement containing all
funds, and showing, for each fund, beginning unencumbered cash,
prior year cancelled encumbrances, cash receipts, expenditures,
ending unencumbered cash, outstanding encumbrances and ending cash.
This statement also reconciles total ending cash in funds to total

composition of cash. The composition of cash iIs summarized by
investments, typically certificates of deposit, bank accounts, and
other accounts such as a petty cash fund. This statement

demonstrates the city’s compliance with the cash basis laws of the
State of Kansas.

e Statement 2 — Summary of Expenditures (Actual and Budget). This is
a fund summary statement containing only budgeted funds, and showing
the variance between actual expenditures and budgeted expenditures.
This statement demonstrates the city’s compliance with the budget
laws of the State of Kansas.

e Statement 3 — Statement of Cash Receipts and Expenditures.
Statement 3 is actually a series of statements, one for each fund
shown on Statement 1. Each individual fund statement in Statement 3
mirrors the same fund 1in Statement 1, but shows detailed cash
receipts and expenditures.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Departure from Generally Accepted Accounting Principles iIn the United
States of America

The basis of accounting described above results in a TfTinancial
statement presentation, which shows cash receipts, expenditures, cash
and unencumbered cash balances, and expenditures compared to budget.
Balance sheets that would have shown non-cash assets such as
receivables, inventories, and prepaid expenses, liabilities such as
deferred revenue and matured principal and interest payable, and
reservations of the fund balance are not presented. Under accounting
principles generally accepted in the United States of America,
encumbrances are only recognized as a reservation of fund balance;
encumbrances outstanding at year end do not constitute expenditures (as
defined under generally accepted accounting principles) or liabilities.
Consequently, the expenditures as reported do not present the cost of
goods and services received during the fiscal year in accordance with
generally accepted accounting principles. Capital assets that account
for the land, buildings, and equipment owned by the City are not
presented in the financial statements. Also, long-term debt such as
general obligation bonds, revenue bonds, capital leases, temporary
notes, and compensated absences are not presented in the financial
statements.

Budgetary Information

Kansas Statutes require that an annual operating budget be legally
adopted for the general fund, special revenue funds (unless
specifically exempted by statue), debt service funds, and enterprise
funds. Although directory rather than mandatory, the statutes provide
for the Tfollowing timetable in the adoption of the legal annual
operating budget:

e Preparation of the budget for the succeeding calendar year on or
before August 1°%.

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

e Public hearing on or before August 15%™, but at least ten days after
publication of the notice of hearing.

e Adoption of the final budget on or before August 25%.

The statutes allow for the governing body to increase the originally
adopted budget for previously unbudgeted increases iIn revenue other
than ad valorem property taxes. To do this, a notice of public hearing
to amend the budget must be published in the local newspaper. At least
ten days after publication, the hearing may be held and the governing
body may amend the budget at that time.

The statutes permit transferring budgeted amounts between line items

within an individual fund. However, such statutes prohibit
expenditures in excess of the total amount of the adopted budget of
expenditures of individual funds. Budget comparison statements are

presented for each fund showing actual vreceipts and expenditures
compared to legally budgeted receipts and expenditures.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

All legal annual operating budgets are prepared using the statutory
basis of accounting, iIn which, revenues are recognized when cash is
received and expenditures include disbursements, accounts payable, and
encumbrances, with disbursements being adjusted for prior year’s
accounts payable and encumbrances. Encumbrances are commitments by the
City for future payments and are supported by a document evidencing the
commitment, such as a purchase order or contract. Any unused budgeted
expenditure authority lapses at year-end.

A legal annual budget is not required by State law for the following
funds:

Sewer Reserve Fund (Special Revenue Fund)
Water Line Repair Fund (Special Revenue Fund)
Water Bond Reserve Fund (Special Revenue Fund)
Equipment Reserve Fund (Special Revenue Fund)
River Intake Fund (Capital Projects Fund)

SCIP Grant Fund (Capital Projects Fund)
Payroll Clearing Fund (Agency Fund)

The City, at its option for management purposes, can prepare a budget
for a fund, even though a legal annual budget is not required by State
law for that fund. Such “management” budgets are not subject to the
statutory budget limits that a legal annual budget 1is subject to.
Thus, the City would not be in violation of the budget law if
expenditures in a fund not required to have a legal annual budget
exceeded its “management” budget limit. A “management” budget is shown
in the financial statements for the following funds that are not
required to have a legal annual budget:

Capital Improvement Fund

Spending in funds which are not subject to the legal annual operating
budget requirements is controlled by federal vregulations, other
statutes, or by the use of internal spending limits established by the
governing body.

Reimbursements

The City records reimbursable expenditures as a cash receipt in the
fund that was charged for the original expenditure. For purposes of
budgetary comparison, the amount of the reimbursement is considered to
be a budget credit.

Capital Leases

Leases that, from the point of view of the City (the lessee), transfer
substantially all the benefits and risks incident to ownership of
property to the City, is to be considered capital leases. These are
treated as an asset of the City and any related obligations are
accounted for as a form of debt.

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Management is aware of no statutory violations for the year ended
December 31, 2010.
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3. DEPOSITS AND INVESTMENTS

K.S.A. 9-1401 establishes the depositories which may be used by the
City. The statute requires banks eligible to hold the city’s funds
have a main or branch bank iIn the county in which the City is located
and the banks provide an acceptable rate of return on funds. In
addition, K.S.A. 9-1402 requires the banks to pledge securities for
deposits in excess of FDIC coverage. The City has no other policies
that would further limit interest rate risk.

K.S.A. 12-1675 limits the City’s investment of idle funds to time
deposits, open accounts, and certificates of deposit with allowable
financial 1institutions, U.S. government securities, temporary notes,
no-fund warrants, repurchase agreements, and the Kansas Municipal
Investment Pool. The City has no investment policy that would further
limit its investment choices.

Concentration of Credit Risk. State statutes place no limit on the
amount the City may invest in any one issuer as long as the iInvestments
are adequately secured under K.S_A. 9-1402 and 9-1405.

Custodial Credit Risk — Deposits. Custodial credit risk is the risk
that in the event of a bank failure, the City’s deposits may not be
returned to it. State statutes require the City’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
City, or the Federal Home Loan Bank of Topeka, except during designated
“peak periods” when required coverage 1is 50%. All deposits were
legally secured at December 31, 2010.

At December 31, 2010, the City’s carrying amount of deposits was
$573,972 and the bank balance was $577,551. The bank balance was held
by the bank resulting in a concentration of credit risk. OFf the bank
balance, $463,861 was covered by the federal depository insurance;
$113,691 was collateralized with securities held by the pledging
financial institutions” agents in the City’s name.

Custodial Credit Risk — Investments. For an investment, this is the
risk that, in the event of the failure of the issuer or counterparty,
the City 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 investments to be adequately secured.

4. CAPITAL PROJECTS

The City had two active capital projects during the year ended December
31, 2010 — River Intake and SCIP.

e River Intake Project. This project had a project authorization of
$565,697 and expenditures to date as of December 31, 2010 totaled
$553,345.

e Small Communities Improvement Program (SCIP). This project had a
project authorization of $70,534 and expenditures to date as of
December 31, 2010 totaled $70,534.
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5. CAPITAL LEASES

The City made payments on two active capital leases during the
ended December 31, 2010 — Cat 420D Backhoe and Chevy Pickup.

Cat 420D Backhoe. The City entered into a capital

year

lease agreement

dated July 11, 2006 with Caterpillar Financial Services Corporation, to

purchase a Case backhoe.
payments of $5,281 each for a total of $45,225.
rate iIs 5.85%. The first semi-annual
2007 and the last payment will be made on August 14, 2011.

The imputed

The City agreed to make ten semi-annual
interest
payment was made on February 14,
The lease

payment for this capital

Sales Tax Fund.

Chevy Pickup.
December 1,

Pickup.
total of $15,170.
annual

The City entered
2008 with Farmers National
The City agreed to make 60 monthly payments of $253 each for a
The imputed interest rate is 5.5%.
payment was made on January 15, 2009 and the last payment will

be made on December 15, 2013.
will be made entirely from the General
for Water Plant purposes.

Future Minimum Lease Payments

lease will

into a capital

Bank,

be made entirely from the City
The backhoe is used for Water Plant purposes.

lease agreement dated
to purchase a Chevy

The first semi-

The lease payment for this capital lease

Fund. The Chevy Pickup

is used

Year

Less Imputed

Net

2011

2012 2013

2014

Total

Interest

Present Value

2008 Chevy Pickup
Cat 420D Backhoe

3,034
10,562

3,034

3,034

3,034

12,136
10,562

3,766
258

8,370
10, 304

Minimum Lease Payments

13,596

3,034

3,034

3,034

22,698

4,024

18,674

6. LONG-TERM DEBT

The City has the following long-term debt:

e GO Bond Series 2003.

The original amount of the issue was $645,000.

5.00 percent.

purpose of these bonds was for water plant and

e GO Bond Series 2008-A.
The original
interest rate is 4.375 percent.

in 2008.

be made in 2048.
Intake Project.

e GO Bond Series 2008-B.
The original
interest rate is 3.625 percent.

in 2008.

be made in 2048.
Intake Project.

amount of the

These General Obligation bonds were issued

street project.

in
The interest rate is

The final payment on the bonds will be in 2024. The

These General Obligations bonds were issued
issue was $285,500.
The final payment on the bonds will

The

The purpose of these bonds was for the River

These General
amount of the

Obligation bonds were
issue was $264,500.
The Ffinal payment on the bonds will

issued
The

The purpose of these bonds was for the River

Changes in Long-Term Debt for the year ended December 31, 2010

Beginning Ending
Unpaid Additions Reductions Unpaid Interest
Issue Principal to Principal to Principal Principal Paid
GO Bond Series 2003 455,000 0 30,000 425,000 21,015
GO Bond Series 2008-A 282,751 0 2,869 279,882 12,370
GO Bond Series 2008-B 261,461 0 3,149 258,312 9,477
Total Long-Term Debt 999,212 0 36,018 963,194 42,862
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6. LONG-TERM DEBT (Continued)

Long-Term Debt Maturity Schedule

Year
2016
2011 2012 2013 2014 2015 After Total

Principal:

Series 2008-A 2,994 3,092 3,261 3,403 3,552 263,580 279,882
Series 2008-B 3,263 3,356 3,503 3,630 3,762 240,798 258,312
Series 2003 30, 000 35,000 35,000 35,000 35,000 255,000 425,000
Total Principal 36,257 41,448 41,764 42,033 42,314 759,378 963,194
Interest:

Series 2003 19,965 18,840 17,440 15,986 14,500 66,250 152,981
Series 2008-A 12,244 12,113 11,978 11,835 11,687 252,217 312,074
Series 2008-B 9, 363 9,245 9,123 8,996 8,865 166,558 212,150
Total Interest 41,572 40,198 38,541 36,817 35,052 485,025 677,205
Total Principal & Interest 77,829 81,646 80,305 78,850 77,366 1,244,403 1,640,399

7. WATER TOWER MAINTENANCE

As of December 31, 2009, the City has entered into a maintenance
contract for water tower maintenance. Scheduled maintenance payments
for the year ended December 31, 2010, was $11,543. Under the current
agreements, the future minimum maintenance payments are as follows:

2011 2012 2013 2014 2015
#1 Tower 25,658 25,658 8,656 8,656 8,656
#2 Tower 20,516 20,516 9,435 9,435 9,435
Total Maintenance Payments 46,174 46,174 18,091 18,091 18,091

8. DEFINED BENEFIT PENSION PLAN

Plan Description. The City contributes to the Kansas Public Employees
Retirement System (KPERS), a cost sharing multiple-employer defined
benefit pension plan as provided by K.S.A. 74-4901, et seq. KPERS
provides retirement benefits, Ulife insurance, disability income
benefits, and death benefits. Kansas law establishes and amends
benefit provisions. KPERS issues a publicly available financial report
that includes financial statements and required supplementary
information. That report may be obtained by writing to KPERS (611 S.
Kansas, Suite 100; Topeka, KS 66603-3869) or by calling 1-888-275-
5737.

Funding Policy. K.S.A. 74-4919 establishes the KPERS member-employee
contribution rate of 4% of covered salary. The City (employer)
collects and remits member-employee contributions according to the
provisions of section 414(h) of the Internal Revenue Code. State law
provides that the employer contribution rate be determined annually
based on the results of an annual actuarial valuation. KPERS is funded
on an actuarial reserve basis. State law sets a limitation on annual
increases in the contribution rates for KPERS employers. The employer
rate established by statute for calendar year 2010 was 6.14% plus the
Death & Disability rate of 1.00%. There was a moratorium on KPERS
Death & Disability premiums from 4/1/10 to 6/30/10. The City’s
contributions to KPERS for the years ending December 31, 2010, 2009,
and 2008 were $6,184 $5,757, and $5,588, respectively, equal to the
statutory required contributions for each year.
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9. COMPENSATED ABSENCES

Annual Leave. All full-time officers and employees of the City shall
be entitled to vacation leave as follows:

e From date of employment to December 31 of that year, considered
Ffirst calendar year, one week (5 working days) will be earned for
vacation.

o After second calendar year of employment, January to December, but
less than ten calendar years of employment, two weeks (10 working
days) will be earned for vacation.

o After ten calendar years of employment, three weeks (15 working
days) will be earned for vacation.

Annual leave shall be paid at the employee’s regular salary rate during
each annual leave period. All requests for annual Ileave shall be
submitted to the Supervisor.

The estimated liability at December 31, 2010, if all employees with an
annual leave carryover balance were to terminate employment, would be
$4,617.

Sick Leave. All employees of the City that are scheduled to work 20
hours or more per pay period shall be entitled to sick leave for each
quarter of service and shall be paid at the employee’s regular rate
during any such leave period, except that the term “sick leave” as
herein used may include necessary absence from duty caused by injury
sustained on the job, but does not include absence from work after the
employee becomes eligible for worker’s compensation disability
benefits. Employees scheduled to work 25 hours per pay period shall
earn one (1) day (8) hours of sick leave for each quarter of service
worked. Employees scheduled to work 20 hours or more per pay period
shall earn % day (4) hours of sick leave for each quarter of service
worked. The sick leave provisions herein granted shall be accumulated
from year to year, but no officer or employee shall be credited with
more than two hundred hours (200) hours of accumulated sick leave. The
Council may require satisfactory evidence of any illness or absence
from duty at the time any payroll is approved.

The estimated liability at December 31, 2010, if all employees with
accumulated sick leave were to terminate employment, would be $2,150.

10. RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft
of, damage to, or destruction of assets; errors and omissions; injuries
to employees; employee’s health and life; and natural disasters. The
City manages these risks of Iloss through the purchase of various
insurance policies.

11. LITIGATION

The City is not a party to any legal proceedings at this time.
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12. INTERFUND TRANSFERS

The City made the following operating transfers during the year ended
December 31, 2010:

e $5,000 transferred from General Fund to Equipment Reserve Fund as
authorized by K.S_A. 12-1,117

e $15,000 transferred from General Fund to Capital Improvement Fund as
authorized by K.S_.A. 12-1,118

e $6,800 transferred from Water Operating Fund to Water Reserve Fund
as authorized by K.S.A_. 12-825d

e $10,000 transferred from Sewer Operating Fund to Sewer Reserve Fund
as authorized by K.S_.A. 12-825d

e $15,708 transferred from SCIP Grant to Special Parks and Rec Fund

13. RELATED PARTY TRANSACTIONS

e The City paid $547 during the year ended December 31, 2010 to a
local auto repair shop owned by the mayor.

e The City paid $2,485 during the year ended December 31, 2010 to a
local construction company owned by a council member for repairs to
the City Park.

e Management is not aware of any other related party transactions
during the year ended December 31, 2010.

14. BUSINESS CONCENTRATIONS

e The City sold 23.18% of it water to Rural Water District #8 during
the year ended December 31, 2010.

15. OTHER POST EMPLOYMENT BENEFITS

As provided by K.S.A. 12-5040, the local government allows retirees to
participate in the group health insurance plan. While each retiree pays
the full amount of the applicable premium, conceptually, the City is
subsidizing the retirees because each participant is charged a level of
premium regardless of age. However, the cost of this subsidy has not
been quantified in these financial statements.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the
City makes health care benefits available to eligible former employees
and eligible dependents. Certain requirements are outlined by the
Federal government for this coverage. The Premium is paid in full by
the insured. There is no cost to the City under this program.

16. SUBSEQUENT EVENTS

e Management is not aware of any subsequent events that might have an
impact on the City.
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The Honorable Mayor and City Council
City of St. Paul, Kansas

In planning and performing our audit of the financial statements of the City of St. Paul, Kansas
for the year ended December 31, 2010, in accordance with auditing standards generally
accepted in the United States of America, we considered the City’s internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, 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.

However, during our audit we became aware of matters that are opportunities for strengthening
internal controls and operating efficiency. The following summarizes our comments and
suggestions regarding those matters.

We have already discussed many of these comments and suggestions with various City
personnel, and we will be pleased to discuss them in further detail at your convenience, to
perform any additional study of these matters, or to assist you in implementing the
recommendations. Our comments are summarized as follows:

Bulk Water Sales

Since cash is so readily subject to error and mishandling, effective controls of currency and
other cash items should begin at the time of the receipt and continue through deposit. It was
noted during discussions with staff that one staff person is responsible for the coin lockbox at
the bulk water sales sight. We recommend the City consider the separation of this cash
collection process from the water department, and two staff persons are present when the
lockbox is opened and a count is performed.

We wish to express our appreciation to the City Clerk and the Mayor for the courtesy and
assistance we received during this year's audit.

This communication is intended solely for the use of the Mayor, City Council, and management
of the City of St. Paul, Kansas and is not intended to be and should not be used by anyone
other than these specified parties.

Very truly yours,

JARRED, GILMORE & PHILLIPS, PA
Certified Public Accountants

April 27, 2011
Chanute, Kansas

Jarred, Gilmore & Phillips, PA

CERTIFIED PUBLIC ACCOUNTANTS

412 W. MAIN, PO. BOX 97 1815 S. SANTA FE, PO. BOX 779 16 W. JACKSON
NEODESHA, KANSAS 66757 CHANUTE, KANSAS 66720 IOLA, KANSAS 66749
(620) 325-3430 (620) 431-6342 (620) 365-3125

WWW.jgppa.com
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