


Significant Audit Adjustments Not Made

For purposes of this letter, professional standards define an audit adjustment as a
proposed correction of the financial statements that, in my judgment, may not have been
detected except through my auditing procedures. An audit adjustment may or many not
indicated matter that could have a significant effect on the Association’s financial
reporting process (that is, cause future financial statements to be materially misstated). In
my judgment, none of the adjustments | proposed, whether recorded or unrecorded by the
Association, either individually or in the aggregate, indicate matters that could have a
significant effect on the Association’s financial reporting process. The recorded
adjustments primarily involve recording depreciation.

Audit adjustments not recorded are immaterial individually and in total.

Disagreements with Management

There were no disagreements with management on financial accounting and reporting
matters which, if not satisfactory resolved, would have caused a modification of my audit
report.

Consultation with Other Accountants

To the best of my knowledge, management has not consulted with or obtained opinions,
written or oral, from other independent accountants during the past year which were
subject to the requirements of Statement on Auditing Standards No. 50, Reports on the
Application of Accounting Principles.

Major Issues Discussed with Management Prior to Retention

I discussed in general a variety of matters, including the application of accounting
principles and auditing standards, with management prior to my retention as The City of
Lindsborg of Lindsborg, Kansas auditor. However, these discussions occurred in the
normal course of my professional relationship and my responses were not a condition of
my retention.

Difficulties Encountered in Performing the Audit
[ encountered no difficulties in dealing with management in performing my audit for the
year ended December 31, 2008.

Closing

I will be pleased to respond to any questions you have about this report. 1 appreciate the
opportunity to continue to be of service to the Association.

This report is intended solely for the use of the City Council and management should not
be used by anyone other than the specified parties.

Dul oy
David A. O’Dell CRA, LLC

McPherson, Kansas
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CITY OF LINDSBORG, KANSAS
COMBINING BALANCE SHEET - ALL PROPRIETARY FUND TYPES
December 31, 2008
(With Comparative Totals for December 31, 2007)

Totals
Solid December 31, December 31,
Electric Water Sewer Waste Ambulance 2008 2007
ASSETS
CURRENT ASSETS:
Cash and Investments $ 937,445 k) 461,013 $ 183,373 $ 132,370 $ 264,741 $ 1,978,942 $ 2,003,744
Accounts Receivable 118,559 17,677 23,319 10,758 18,660 188,973 239,728
Allowance for Doubtful Accounts (10,000) (1,550) {11,550) (11,550)
Prepaid Expense 4,134 1,693 1,963 47 2,405 10,242 9,256
Total Current Assets 1,050,138 480,383 208,655 143,175 284,256 2,166,607 2,241,178
RESTRICTED ASSETS:
Cash and Investments:
Customer Deposits 17,276 - - - - 17,276 16,313
Replacement Reserve 1,300,000 750,000 385,628 40,000 - 2,475,628 2,595,050
Revenue Bond Reserves - 168,477 - - - 168,477 168,794
Total Restricted Assets 1,317,276 918,477 385,628 40,000 - 2,661,381 2,780,157
PROPERTY, PLANT AND EQUIPMENT:
Land 13,444 28,881 38,142 - - 80,467 80,467
Buildings and Equipment 6,276,939 3,496,981 4,861,121 157,113 414,254 15,206,408 14,668,507
Accumulated Depreciation (3,090,254) (1,032,117) (1,838,908) (80,850) (254,207) (6,296,336) {6,000,299)
Net Property, Plant and Equipment 3,200,129 2,493,745 3,060,355 76,263 160,047 8,990,539 8,748,675
OTHER ASSETS:
Economic Development Property 250,564 - - - - 250,564 250,564
Investment in KMEA 14,653 - - - - 14,653 14,653
Unamortized Bond Issuance Costs - 5,283 - - - 5,283 7,762
Total Other Assets 265,217 5,283 - - - 270,500 272,979
Total Assets $ 5,832,760 $ 3,897,888 $ 3,654,638 $ 259,438 $ 444,303 $ 14,089,027 $ 14,042 989

The accompanying notes are an integral part of these financial statements.



CITY OF LINDSBORG, KANSAS
COMBINING BALANCE SHEET - ALL PROPRIETARY FUND TYPES
(Continued)
December 31, 2008
(With Comparative Totals for December 31, 2008)

Totals
Solid December 31, December 31,
Electric Water Sewer Waste Ambulance 2008 2007
LIABILITIES AND FUND EQUITY
CURRENT LIABILITIES:
Revenue Bonds Payable, Current Portion $ - $ 120,000 $ $ - $ - $ 120,000 § 115,000
Note Payable - KDHE, Current Portion 69,789 - - 69,789 68,763
Accounts Payable 91,678 4,031 6,546 12,799 4,334 119,388 113,020
Accrued Liabilities 30,732 4,720 10,502 - 12,279 58,233 52,076
Payable from Restricted Assets: - - - - - -
Customer Deposits 17,275 5,151 - - - 22,426 16,313
Total Current Liabilities 139,685 133,902 86,837 12,799 16,613 389,836 365,172
LONG-TERM LIABILITIES:
Loan Payable - KDHE (Net of Current Portion) - - 518,915 - - 518,915 588,704
Deferred Income-RWD#6 Connect Fee - 37,407 - - - 37,407 39,350
Revenue Bonds (Net of Current Portion) - 125,000 - - - 125,000 245,000
Total Long-term Liabilities - 162,407 518,915 - - 681,322 873,054
Total Liahilities 139,685 296,309 605,752 12,799 16,613 1,071,158 1,238,226
FUND EQUITY:
Contributed Capital 68,701 633,336 1,855,823 - 124,260 2,682,120 2,682,120
Retained Earnings:
Reserved:
Revenue Bond Retirement - 32,685 - - - 32,685 33,794
Contingencies - 135,000 - - - 135,000 135,000
Replacement 1,300,000 750,000 385,628 40,000 = 2,475,628 2,595,050
Unreserved:
Designated for Encumbrances 26,550 14,103 1,042 1,002 1,043 43,740 121,389
Undesignated 4,297,824 2,036,455 806,393 205,637 302,387 7,648,696 7,237,410
Total Retained Earnings 5,624,374 2,968,243 1,193,063 246,639 303,430 10,335,749 10,122,643
Total Fund Equity 5,693,075 3,601,579 3,048,886 246,639 427,690 13,017,869 12,804,763
Total Liabilities and Fund Equity $ 5,832,760 $ 3,897,888 $ 3,654,638 $ 259,438 $ 444303 $ 14,089,027 § 14,042,989

The accompanying notes are an integral part of these financial statements.



OPERATING REVENUES:
Charges for Services
County Reimbursements
Other

Total Operating Revenues
OPERATING EXPENSES:
Personal Services
Contractual Services
Commodities
Depreciation
Total Operating Expenses

OPERATING INCOME (LOSS)

NONOPERATING REVENUE (EXPENSE):

Amortization of RWDi#6 Connect Fee
Interest and Fiscal Expense
Amortization of Bond Issuance Costs
Total Nonoperating Expense
INCOME (LOSS) BEFORE TRANSFERS
OPERATING TRANSFERS OUT
NET INCOME {LOSS)
RETAINED EARNINGS, JANUARY 1

RETAINED EARNINGS, DECEMBER 31

CITY OF LINDSBORG, KANSAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN RETAINED EARNINGS - ALL PROPRIETARY FUND TYPES
For the Year I=nded December 31, 2008
(With Comparative Totals for the Prior Year Ended December 31, 2007)

Totals
Solid December 31, December 31,
Electric Water Sewer Waste Ambulance 2008 2007
$ 2,492,245 $ 372,133 $ 354,172 $ 200,043 $ 73.088 $ 3.491.681 $ 3,240,523
20,793 3,724 1,133 9 85,112 110,771 79,724
4,203 4,016 318 - 125 8,662 96,033
2,517,241 379,873 355,623 200,052 158,325 3,611,114 3,416,280
542 494 144,381 99,858 - 99,343 886,076 814,863
1.634,582 24,849 44,296 142,469 38,003 1,884,199 1,857,383
100,388 118,575 16.578 5817 13.660 255,118 183,843
126,597 59,779 100,057 2,731 30,622 319,786 307,578
2,404,061 347,584 260,789 151,117 181,628 3,345,179 3,163,667
113,180 32,289 94,834 48,935 (23,303} 265,935 252613
- 1.943 - - . 1,943 1,943
(768) (18,599) (21,223) - - (40,590) (49,725)
- (2,482) - - - {2.482) {2,264)
(768) (19,138) (21,223) - - (41,128) {50,046)
112412 13.151 73,611 48,935 (23,303) 224,806 202,567
- - (11,700} - (11,700) (11,400)
112,412 13,151 73,611 37,235 (23,303) 213,106 191.167
5,511,962 2,955,092 1,119,452 209,404 326,733 10,122 643 9,931,476
$ 5624374 _$ 2.968,243 $ 1193063 _§ 246633 _$ 303,430 $ 10,335,749 10,122,643

The accompanying notes are an integral part of these financial statements.




COMBINING STATEMENT OF CASH FLOWS - ALL PROPRIETARY FUND TYPES

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income (Loss)
Reconciliation of Operating Income (Loss)to Net
Cash Provided by Operating Activities:
Adjustments to Reconcile Operating income (Loss)
to Net Cash Provided by Operating Activities:
Depreciation and amortization
Changes in Assets and Liabilities:
Accounts Receivable
Prepaid Expenses
Accounts Payable
Accrued Liabilities
Customer Deposits

Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Net Cash Provided (Used) for
Investing Activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Acquisition and Construction of Capital Assets
Payments on Bonds and KDHE Loan

Net Cash Provided (Used) for
Financing Activities

INCREASE (DECREASE) IN CASH
CASH BEGINNING OF YEAR
CASH END OF YEAR

CITY OF LINDSBORG, KANSAS

For the Year Ended December 31, 2008

(With Comparative Totals for Prior Year Ended December 31, 2007)

Totals
Solid December 31, December 31,
Electric Water Sewer Waste Ambulance 2008 2007
112412 % 13,151 § 73,611 | 37,235 t1 (23,303) % 213,106 § 191,167
126,597 60,315 100,058 2,731 30,622 320,323 307,899
34,342 10,169 3,785 1,198 1,261 50,755 (4,638)
(398) (50) (53) (47) (438) (986) {(174)
3 (1,712) 4,820 1,552 1,705 6,368 (9,994)
11,453 (3,874) (68) - (1,354) 6,157 (5,990)
692 5,151 - - 5,843 519
285,101 83,150 182,153 42,669 8,493 601,566 478,789
(2,170) {42,859) (327,728) (77,832) {110,792) (561,381) (394,477)
- (115,000) (68,763) - - (183,763) (171,379)
(2,170) (157,859) (396,491) (77,832) (110,792) (745,144) (565,856)
282,931 (74,709) (214,338) (35,163) (102,299) (143,578) (87,067)
1,971,790 1,454,199 783,339 207,533 367,040 4,783,901 4,870,968
2,254,721 $ 1,379,490 § 569,001 § 172,370 § 264,741 $ 4,640,323 § 4,783,901

The accompanying notes are an integral part of these financial statements.
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CITY OF LINDSBORG, KANSAS
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 and 2007

H. Compensated Absences (Continued)

Accumulation of sick leave - Sick leave may be accumulated up to a maximum of sixty (60) working days for
regular and salaried full-time employees only. Upon termination of employment of any regular or salaried full-time
employee, the unused credit thereof for such leave automatically will be cancelled, without any pay therefore to the
employee. Accordingly, no provision for accumulated sick leave has been made in the accompanying financial
statements.

l. Restricted Assets

Utility customer deposits are held as a restricted asset and shown as a liability on the balance sheet.

CASH AND INVESTMENTS

Deposits. At December 31, 2008 and 2007, the carrying amount of the City's Enterprise Funds deposits, including
certificates of deposit, was $4,640,323 and 34,750,107 These balances were coliateralized by pledged securities
held under safekeeping receipts issued by a third-party bank in the bank’s name with the City listed as pledgee.

Investments. Kansas statutes authorize the City to invest in U.S. Treasury Bills and Notes, repurchase
agreements, and the Kansas Municipal Investment Pool. All investments must be insured, registered, or held by
the City or its agent in the City’s name. The Kansas Municipal Investment Pool is not subject to the risk category
classifications. The carrying value and market value of the investment pool was $33,477 and $33,794 for the
years ended 2008 and 2007, respectively.

BUDGETARY INFORMATION

Kansas statutes require that an annual operating budget be legally adopted for the General Operating Fund,
Special Revenue Funds (unless specifically exempted by statute), Debt Service Funds and Enterprise Funds. The
statutes provide for the following sequence and timetable in the adoption of the legal annual operating budget:

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

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

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

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

The statues allow for the governing body to increase the originally adopted budget for previously unbudgeted
increases in 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 receipts and expenditures
compared to legally budgeted receipts and expenditures.












CITY OF LINDSBORG, KANSAS 12
SCHEDULE OF REVENUES AND EXPENDITURES -
ACTUAL AND BUDGET - ELECTRIC FUND
YEAR ENDED DECEMBER 31, 2008

Actual Budget Variance
OPERATING REVENUES:
Sales and Charges $ 2,525,287 $ 2,450,000 % 75,287
Miscellaneous 24,996 80,500 (55,504)
Total Operating Revenues 2,550,283 2,530,500 19,783
OPERATING EXPENDITURES:
Personal Services 542,496 602,000 59,504
Contractual Services 104,914 165,000 60,086
Commodities 1,656,566 1,761,800 105,234
Capital Qutlay 2,440 330,917 328,477
Total Operating Expenditures 2,306,416 2,859,717 553,301
OPERATING INCOME (LOSS) 243,867 (329,217) 573,084
NONOPERATING REVENUES (EXPENDITURES):
Meter Deposit Interest {1,203) (1,500) (297)

REVENUES OVER (UNDER}) EXPENDITURES $ 242664 §  (330,717) § 572,787




CITY OF LINDSBORG, KANSAS 13
SCHEDULE OF REVENUES AND EXPENDITURES -
ACTUAL AND BUDGET - WATER FUND
YEAR ENDED DECEMBER 31, 2008

Actual Budget Variance
OPERATING REVENUES:
Sales and Charges $ 382482 $ 410,000 $ (27,518)
Miscellaneous 7,559 13,000 (5,441)
Total Operating Revenues 390,041 423,000 (32,959)
OPERATING EXPENDITURES:
Personal Services 144,381 152,000 7,619
Contractual Services 54,580 45,000 (9,580)
Commodities 95,838 90,000 (5,838)
Capital Outlay 50,019 501,022 451,003
Total Operating Expenditures 344,818 788,022 443,204
OPERATING INCOME (LOSS) 45,223 (365,022) 410,245
NONOPERATING EXPENDITURES:
Debt Service (135,175) (135,175) 0
Total Nonoperating Expenditures (135,175) (135,175) 0

REVENUES OVER (UNDER) EXPENDITURES $ (89,952) § (500,197) $ 410,245
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CITY OF LINDSBORG, KANSAS
SCHEDULE OF REQUIREMENTS OF SERIES 1995 ELECTRIC AND WATER REVENUE BOND ORDINANCE

December 31, 2008

Capital expenditures for 2008 from operating revenues totaled $52,459.

The "Schedules of Revenues and Expenditures - Actual and Budget"” for the Electric and Water Funds provides
the information required in Section 908 (a) of the Ordinance.

The balance sheet for the Electric and Water Funds are presented in this report as required in Section 908 (b) of
the Ordinance.

Revenue Bonds totaling $115,000 were paid in 2008 along with $18,599 interest.

The number of electric customers at December 31, 2008 and 2007 was 1,672 and 1,670, respectfully and the
number of water customers at December 31, 2008 and 2008 was 1,346 and 1,346, respectfully.

Net revenues as defined in the Ordinance is $331,845, and the necessary net revenues per the Ordinance would
be $168,969

A schedule of insurance on the electric and water utility systems is presented on the following page.

Recommendations suggested by the auditor for improvements to the financial procedures and accounting
practices employed by the City would be included in a supplemental management letter issued to the City.



CITY OF LINDSBORG, KANSAS

SCHEDULE OF ELECTRIC AND WATER UTILITY SYSTEM INSURANCE COVERAGE

DECEMBER 31, 2008

Company Property Coverage Co-insurance Amount Date Premium
ELECTRIC SYSTEM:
EMCASCO INSURANCE Building and Contents Fire, lightning and 90% $ 2,874,511 04-01-2009 $ 5,329
COMPANY Substations extended coverage
Vandalism and malicious
mischief
Equipment Inland Marine - $500 Ded 80% $ 42,441 04-01-2009 226
Vehicle Liability 500,000 04-01-2008 2,000
Comprehensive and Collision - ACV if less or
cost of repair less deductible -
Auto Medical 1,000
Uninsured Motorists 500,000
Underinsured NMotorists 500,000
Schedule of
General Liability 1,000,000 04-01-2009 1,372
Employees Workmen's Compensation Legal 04-01-2009 6,553
WATER SYSTEM:
EMCASCO INSURANCE Building and Contents Fire, lightning and 90% $ 1,046,135 04-01-2009 $ 1,861
COMPANY Water Tower extended coverage
Pump Houses and Vandalism and malicious
Contents mischief
Water Wells. Building,
and Water Storage
Equipment Inland Marine - $500 Ded 80% $ 40,300 04-01-2009 216
Vehicle Liability 500,000 04-01-2009 495
Auto Medical 1,000
Comprehensive and Collision - ACV if less or
cost of repair less deductible -
Uninsured Motorists 500,000
Underinsured Nlotorists 500,000
Schedule of
General Liability 1,000,000 04-01-2009 ---
Employees Workmen's Compensation Legal 04-01-2009 3,958
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