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Independent Auditor's Report

Board of City Commissioners
Arkansas City, Kansas

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund and the aggregate remaining fund information of the City of Arkansas
City, Kansas, as of and for the years ended December 31, 2005 and 2004 which collectively comprise
the City's basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the City's 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 Kansas Municipal Audit Guide. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the general purpose financial statements
are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the general purpose financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall general purpose financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

As described in Notes 1-B, 1-G and 2, the financial statements referred to above do not include
component unit data or inventories. In addition, not all infrastructure is capitalized.

In our opinion, except for the omissions referred to above, the financial statements referred to above
present fairly in all material respects, the respective financial position of the governmental activities, the
business-type activities, each major fund and aggregate remaining fund information of the City of
Arkansas City, Kansas, as of December 31,2005 and 2004 and the respective changes in financial
position and cash flows, where applicable, thereof for the years then ended in conformity with accounting
principals generally accepted in the United States of America.




Board of City Commissioners
Page 2

The management's discussion and analysis is not a required part of the basic financial statements,
but is supplementary information the Governmental Standards Board requires. We applied limited
procedures, consisting principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. We did not audit the information and express no
opinion thereon.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Arkansas City, Kansas basic financial statements. The combining and
non-major fund financial statements and schedules are presented for purposes of additional analysis
and are not a required part of the basic financial statements. The combining and individual non-
major fund financial statements, and schedules have been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, are fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

PW%M TM _(,WZ é/@%&q

Certified Public Accountants, RLLP 7

July 31, 2006




MANAGEMENT’S DISCUSSION AND ANALYSIS

This narrative overview and analysis of the City of Arkansas City annual financial report is
provided for readers of the financial statements for the fiscal year ended December 31,
2005.

Overview of the Financial Statements

The basic financial statements include three components: City wide financial statements,
fund financial statements, notes to the financial statements and required supplementary
information such as budgets.

The first statement included is the Statement of Net Assets. This statement is divided into
the following three columns:

Governmental activities — The main operating fund of the city. This fund is used to account
for all financial resources not accounted for in other funds.

Business-Type Activities — Proprietary activities that operate as stand-alone businesses in
support of city operations. This includes the Water, Sewer, Sanitation and Storm Water
funds.

Total — Combines the Governmental and Business-type activities.

This statement in summary lists the assets owned by the City, the liabilities for which the
City is responsible, and the net of the two. This combined statement is supported by the
Balance Sheet for Governmental Funds (page 6) and the Statement of Net Assets
Proprietary Funds (page 9).

The second statement is the Statement of Activities; this statement is also divided up by the
three columns listed above. This statement shows direct expenditures and revenues for
each activity type and the net of the two. Below this are listed the indirect revenue sources
for each activity, which includes all revenues from state and local sources. This statement
is supported by the Statement of Revenues, Expenditures, and Changes in Fund Balance
Governmental Funds (page 7) and the Statement of Revenues, Expenses and Changes in
Net Assets Proprietary Funds (page 11). The most definitive line to determine how a
particular fund performed during the year is the Net Changes in Fund Balance line for the
Governmental Funds and the Change in Net Assets line for the Proprietary Funds.

In reviewing this information, it is important to remember that the function of local
government is not to maximize profits but to provide an adequate leve! of services to our
citizens at lowest possible cost while maintaining stable fund balances.




Net Assefs

Combined net assets of the City at Decermber 31 were:

Governmental Activities Business-type Activities Total
2004 2005 2004 2005 2004 2005

Current and other assets $ 8568387 $ 9763247 $ 3281494 $ 3334400 $ 11845361 $ 13097647
Capital assets $ 24042150 $ 24699219 $ 6616307 $ 6198426 $ 30658457 $ 30,897,645

Total Assets $ 326068017 $ 34462466 $ 9897801 $ 9532826 $ 42503818 $ 4399529
Long-term liabilities $ 13123420 $ 11,504,4%6 $ 1736784 $ 1471732 $ 14850204 $ 12976228
Other liabifities $ 307813 $ 5121653 $ 630300 $ 533344 $ 3752113 5664997

Total ligbilities $ 16195233 $ 16,626,149 $ 2417084 $ 2005076 $ 18612317 § 18631225
Net assets:
Invested in capital assets, $ 10490019 $ 11,042,015 $ 4750078 $ 4,783,047 $ 15240097 $ 15825062

net of debt
Restricted for other purposes $ 5415209 § 3701289 $ 314531 § 104404 $ 5729830 $ 3805693
Unrestncted $ 505466 $ 3093013 $ 2416108 $ 2640299 $ 2921574 $ 5733312
Total Net Assets $ 16410784 $ 17,836,317 $ 7480717 $ 7527750 $ 23891501 § 25364067

A review of the government-wide financial statement of net assets reveals the following:

The City ended 2005 with positive net assets. Total assets for the City are $43,995,292. Of
these total assets, $30,897,645 is capital assets and $13,097,647 is other assets.

Total Assets

Other Assets
30%

Capital Assets
70%
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Total liabilities for the City are $18,631,225. Of this total, $12,976,228 is for long-term
liabilities and $5,654,997 is other liabilities. The majority of the long-term liabilities are for

debt issued for major capital projects. City policy states that we will not issue debt with a
maturity period greater than 10 years.

Total Liabilities

Other liabilities
30%

Long-term
liabilities
70%

Total net assets for the City are $25,364,067. Of these total net assets, $5,733,312 is for
unrestricted net assets and $3,805,693 is for restricted net assets. Net assets invested in
capital assets net of related debt are $15,825,062.

Total net assets

Unrestricted net
assets
23%

Capital assets ] Restricted net

net of related assets
debt 15%
62%

ITI



Governmental activities Business-type Activities

2004 2005 2004 2005
Revenues:
Program Revenues:
Charges for services $ 841,779 $ 1,025,735 $ 5,122,230 $ 5,429,684
Operating grants/contributions 8,580 6,680 - -
Capital grants/contributions 470,877 597,036 - -
General Revenues:
Property taxes 5,427,014 5,788,811 - -
Public services taxes 923,224 1,234,617 - -
Other taxes 211,812 210,444 - -
Other 328,632 381,801 56,008 70,017
Total revenues 8,211,918 9,245,124 5,178,238 5,499,701
Expenses:
General government $ 1,363,941 $ 1,846,984 - -
Public safety 3,173,625 3,216,091 - -
Public works 556,376 739,370 - -
Cultural and recreation 857,082 851,758 - -
Personal services 1,066,734 885,232 - -
Contractual 226,091 317,432 - -
Outside services 283,012 270,000 - -
Commodities 270,988 298,156 - -
Water - - 2,088,004 2,242 818
Sewer - - 1,275,499 1,199,958
Sanitation - - 1,111,519 1,149,072
Storm Water - - 160,809 111,321
Miscellaneous - - 187,169 197,534
Interest on long-term debt 378,336 384,401 -
Total Expenses 8,176,185 8,809,424 4,823,000 4,900,703
Excess (deficiency) before 35,733 435,700 355,238 598,998
Reimbursements 555,184 336,016 11,809 101,852
Transfers 445,000 653,817 (445,000) (653,817)
Increase in net assets 1,035,917 1,425,533 (77,953) 47,033
Net assets January 1 15,374,867 16,410,784 7,558,670 7,480,717
Net assets December 31 $ 16,410,784 $17,836,317 $ 7480717 $ 7,527,750

Governmental Activities

Several of the revenue and expense categories fluctuated between 2004 and 2005, as
explained below.

e Charges for Services — This revenue category increased 21.84% in 2005 due to
increases in ambulance service charges, rural fire fees, and Municipal Court fines.

e Capital Grants/Contributions — Federal, State and local government Grants and
reimbursements increased in 2005.

e Sales Tax — This revenue category was 33.73% higher in 2005 due to an increase in
the compensating use tax because of the streamlined sales tax initiative.
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¢ General Government expenses — This expense category was higher in 2005 due to
changes in personal and payments for work performed under a Community

Development Block Grant loan with the State of Kansas for a local business.

e Public Works Expense — This expense category was higher in 2005 due to increase
in fuel and material cost.

Business-type Activities

Several of the revenue and expense categories fluctuated between 2005 and 2004, as
explained below.

e Charges for Services — This revenue category was 6.0% higher in 2005 due to an
increase in sewer service charges. The 2005 sewer service charge increase was the
fourth and final planned increase. The increase took effect January 1, 2005.

o Water, Sewer & Sanitation Expense — These expense categories were higher in
2005 due to recorded depreciation. The City has not recorded depreciation expense
in the past. However, after implementing GASB 34 under the transition provision in
2004, the City has made accumulated depreciation adjustments based upon
estimated remaining useful life of fixed assets recorded at December 31, 2004.

Analysis of the Fund Financial Statements

Government Funds

The City’s governmental fund statements can be found on pages 6 and 7 of the basic
financial statements. The fund balances of the Governmental Funds decreased in fiscal year
2005.

The General Fund is the chief operating fund of the City. The fund balance of the General
Fund at December 31, 2005 was $209,025. This represents an increase of $5,867, or a
2.89% increase over the previous year.

The Debt Service Fund balance increased from $56,495 as of December 31, 2004 to
$112,332 as of December 31, 2005. All of the Debt Service Fund balance is reserved for
payment of debt service.

Proprietary Funds

The Internal Service Funds information is included with the governmental activities
information on the government-wide statements. Any asset, revenue, and/or expense
fluctuations have been discussed in the government-wide statement section.

Enterprise fund information for Water, Sewer, and Sanitation Funds is included in the
discussion of the Government-wide financial Statements.

Capital Assets

The City has not recorded depreciation expense in the past. However, after implementing
GASB 34 under the transition provision in 2004, the City has made accumulated
depreciation adjustments based upon estimated remaining useful life of fixed assets
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recorded at December 31, 2004. The governmental funds’ infrastructure assets recorded in
2004 are expected to have a useful life of ten years. The equipment is estimated to have a
ten-year useful life. Management has determined that the useful life of business entities
facilities is 20 years and equipment is 10 years. Business entity assets remaining at
December 31, 2004 were estimated to have one-half of their useful life remaining.

Governmental Activities Business-type Activities
January 1,2005 December 31, 2005 January 1,2005 December 31, 2005
Land, infrastructure and buildings $  24,288209 $ 25,225,823 $ 5283441 $ 5,283,441
Equipment 1,091,991 1,602,325 2,604,209 2,754,371
Meter, mains and service lines - - 3,276,762 3,410,851
Accumulated depreciation (1,338,050) (2,128,929) (4,548,105) (5,250,237)
Totals $ 24042150 $ 24,699,219 $ 6,616,307 $ 6,198,426

Long-term Debt
At December 31, 2005, the City had a number of debt issues outstanding.

2005 2004

General obligation bonds $ 9,690,000 $ 8,775,000
Revenue Bonds 48,000 277,000
Temporary notes 2,703,000 3,265,000
Certificate of participation 402,689 468,082
Community development block

grant and Kansas department of

health and environment loans 2,328,894 2,633,278
Total long-term liabilities $ 15,072,583 $15,418,360

The City has established the following policy in regards to long-term debt. First, we do not
issue long-term debt with a maturity period greater than 10 years. Second we issue debt so
that it is tiered as one issue matures, we issue any required additional debt. This keeps the
debt service payments relatively steady and allows us to manage our outstanding debt.
Additional information regarding the City’s debt can be found in note 3, page 17.

Request for information

This financial report is intended to give the reader a general overview of the City’s finances.
Questions about information contained in this report or request for additional information
should be addressed to the Director of Administration, 118 West Central Avenue, Arkansas

City, KS 67005.

VI




CITY OF ARKANSAS CITY, KANSAS

ASSETS

Current Assets:
Cash and cash equivalents
Taxes receivable
Accounts receivable

Deposits with fiscal agent
Total current assets

Noncurrent Assets:
Restricted cash and cash equivalents
Special assessments
Other receivables
Land, infrastructure & buildings
Equipment
Less: accumulated depreciation

Total noncurrent assets
Total assets
LIABILITIES

Current Liabilities:
Accounts payable
Matured coupons
Accrued interest
Other current liabilities
Current portion of long-term obligations

Total current liabilities

Noncurrent Liabilities:
Long-term debt
Compensated absences

Total noncurrent liabilities
Total liabilities
NET ASSETS

Invested in capital assets, net of related debt

Restricted for:
Debt
General Government
Cultural
Outside organizations
Total restricted net assets

Unrestricted

STATEMENT OF NET ASSETS
December 31, 2005
Governmental Business-Type 2005 2004
Activities Activities Total Total
$ 3,443,655 $ 2,439,147 $ 5,882,802 $ 4,461,103
2,974,900 - 2,974,900 2,859,602
302,969 790,849 1,093,818 1,007,251
210,125 - 210,125 220,270
$ 6.931.649 § 3.229.996 $ 10,161,645 $ 8.548.226
$ 234,275 $ 104,404 $ 338,679 $ 545911
492,114 - 492,114 626,224
2,105,209 - 2,105,209 2,125,000
25,225,823 8,694,292 33,920,115 32,848,412
1,602,325 2,754,371 4,356,696 3,696,200
(2,128,929) (5.250,237) (71,379,166) (5.886.155)
$ 27,530,817 $ 6,302,830 $ 33.833.647 $33.955,592
$ 34.462.466 $ 9.532.826 $ 43.995.292 $42.503.818
$ 1,230,520 $ 231,550 $ 1,462,070 $ 1,046,844
210,125 - 210,125 220,270
493,232 48,135 541,367 494,303
166,642 - 166,642 158,576
3.021,134 253,659 3,274,793 1,832,120
$§ 5.121,653 $ 533,344 $ 5.654.997 $ 3.752.113
$ 10,636,070 $ 1,161,720 $ 11,797,790 $13,586,240
868.426 310,012 1,178.438 1,273.964
$ 11.504,496 § 1471.732 $ 12,976,228 $14.860.204
$ 16,626,149 $ 2.005.076 $ 18,631,225 $18.612.317
$ 11,042,015 $ 4,783,047 $ 15,825,062 $15,240,097
$ 1,383,094 $ 104,404 $ 1,487,498 $ 3,423,148
2,025,737 - 2,025,737 2,026,180
51,538 - 51,538 48,643
240,920 - 240,920 231,859
§ 3,701,289 $ 104,404 $ 3,805,693 $ 5,729,830
$ 3.093.013 $ 2.640,299 $ 5733312 $ 2921.574
$ 17.836317 $ 7.527.750 $ 25.364.067 $23.891.501

Total net assets

The accompanying notes are an integral part of the financial statements.
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CITY OF ARKANSAS CITY, KANSAS

STATEMENT OF ACTIVITIES
December 31, 2005
.................. Program Revenue..........ccevvunnn,
Operating Capital
Charges for Grants & Grants &
Functions/Programs Expenses Services Contributions Contributions
Primary Government
Governmental activities:
General government $ 1,846,984 $ 404,213 $ - $ 495,870
Public safety 3,216,091 428,168 - -
Public works 739,370 193,354 - -
Cultural and recreation 851,758 - - -
Personal services 885,232 - - -
Contractual 317,432 - - 101,166
Qutside services 270,000 - - -
Commodities 298,156 - 6,680 -
Interest on long-term debt 384.401 - - -
Total governmental
activities $ 8.809.424 $ 1.025,735 $ 6.680 $ 597.036
Business-type activities:
Water $ 2,242,818 $ 2,267,187 $ - $ -
Sewer 1,199,958 1,839,146 - -
Sanitation 1,149,072 1,186,674 - -
Storm sewer 111,321 136,677 - -
Total business-type
activities $ 4.703.169 $ 5.429.684 $ - $ -

Total primary government $ 13.512,593 $ 6455419 $ 6,680 3 597.036

General Revenues

Taxes:
Property taxes levied for general purposes
Property taxes levied for debt service
Franchise taxes
Public service taxes

Investment earnings

Miscellaneous

Other entities portion of certificate of participation

Accrued interest on bond sale

Transfers

Reimbursements

Total general revenues and transfers
Change in net assets
Net assets at beginning of year as adjusted (Note 20)
Net assets at end of year
The accompanying notes are an integral part of the financial statements.
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CITY OF ARKANSAS CITY, KANSAS
STATEMENT OF ACTIVITIES (CONTINUED)
December 31, 2005

. ... Net (Expense) Revenue and Changes in Net Assets. . . .
Primary Government

Governmental Business-Type 2005 2004
Activities Activities Total Total
$ (946,901) $ - $ (946,901) $ (589,874)
(2,787,923) - (2,787,923) (2,785,497)
(546,016) - (546,016) (530,319)
(851,758) - (851,758) (857,082)
(885,232) - (885,232) (1,066,734)
(216,266) - (216,266) (101,687)
(270,000) - (270,000) (283,012)
(291,476) - (291,476) (262,408)
(384.401) - (384.401) (378,336)
$ (7.179.973) b - $ (7.179.973) $(6.854.949)
$ - $ 24,369 $ 24,369 $ 56,723
- 639,188 639,188 406,486
- 37,602 37,602 53,331
- 25.356 25,356 (30.141)

s 0 - 726.515 $ 726,515 $  486.399
$ (7.179.973) $ 726515 $ (6.453.458) $(6.368,550)

$ 4,552,298 $ - $ 4,552,298 $ 4,121,244
1,236,513 - 1,236,513 1,305,770
210,444 - 210,444 211,812
1,234,617 - 1,234,617 923,224
174,267 70,017 244,284 185,460
197,534 (197,534) - -
10,000 - 10,000 10,000

- - - 2,011

653,817 (653,817) - -
336.016 101,852 437,868 566,993

$ 8.605,506 $ (679.482) $ 7,926,024 $ 7326514
$ 1,425,533 $ 47,033 $ 1,472,566 $ 957,964
16,410,784 7.480.717 23.891.501 22,933,537

$ 17.836.317 $ 7.527.750 $ 25.364,067 $23.891.501

The accompanying notes are an integral part of the financial statements.
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CITY OF ARKANSAS CITY, KANSAS

BALANCE SHEET
GOVERNMENTAL FUNDS
December 31, 2005
Other
Capital Governmental 2005 2004
General Projects Funds Total Total
ASSETS
Cash and cash equivalents $ 424432 $ 1471573 $ 1,313,603 $ 3,209,608 § 1,979,198
Accounts receivable (net) 302,969 - - 302,969 294,142
Taxes receivable 1,843,000 - 1,131,900 2,974,900 2,859,602
Deposits with fiscal agent - - 210,125 210,125 220,270
Special assessments - - 492.114 492.114 626,224
Total assets $ 2570401 $ 1471573 $ 3.147.742 $_7.189.716 $ 5.979.436
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable $ 215407 $ 645494 § 264,682 $§ 1,125,583 § 823,042
Matured coupons - - 210,125 210,125 220,270
Deferred revenue 2,145,969 - 1,624,014 3,769,983 3,779,968
Due to other agencies - - 166,642 166,642 158.576
Total liabilities $ 2361376 $ 645494 $ 2265463 § 5.272333 § 4.981.,856
Fund balance:
Reserved $ 182,737 § - 51,538  $§ 234275 § 231,380
Unreserved, reported in:
General fund 26,288 - - 26,288 20,421
Capital projects - 826,079 - 826,079 (18,252)
Debt service - - 112,332 112,332 56,495
Special improvements - - - - 100,000
Special revenue funds - - 718,409 718.409 607.536
Total fund balance $ 209025 $ 826079 $ 882279 $ 1917383 $ 997,580
Total liabilities and fund balance $§ 2570401 § 1.471.573 § 3.147.742
Amounts reported for governmental activities in the statement of net assets are different because:
Capital assets used in governmental activities are not financial resources and
therefore are not reported in the funds. 24,699,219 24,042,150
Internal service funds are used by management to charge the costs of certain
activities, such as insurance and equipment, to individual funds. The assets and
liabilities of the internal service funds are included in governmental activities in
the statement of net assets. 363,385 397,684
Long-term liabilities, including bonds payable, are not due and payable in the
current period and therefore are not reported in the funds. (Net of related
receivables.) (12,420,421)  (12,379,691)
Other assets are not available to pay for current period expenditures and
therefore are deferred in the funds. 3,769,983 3,779,968
Interest payable on current debt does not require current financial resources;
therefore, interest payable is not reported as a liability in governmental fund
balance sheets. (493.232) (426,907)
Net assets of governmental activities $17.836317 $16.410.784

The accompanying notes are an integral part of the financial statements.
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REVENUES
Property taxes
Intergovernmental
Franchise taxes
Transient guest tax
Licenses, fees, permits
Charges for services
Fines, forfeitures, penalties
Miscellaneous
Rent and H.U.D. payments
Grants
Interest
Donations

Total revenues

EXPENDITURES
Current:
General government
Public safety
Public works
Culture and recreation
Personal services
Contractual
Outside organizations
Commodities
Debt service:
Principal
Interest
Capital outlay

Total expenditures
Revenues over (under) expenditures
OTHER FINANCING SOURCES

(USES)

Proceeds of long-term capital related
debt

Accrued interest on bond sale

Operating transfer in (out)

Equity transfer in (out)

Total other financing sources
(uses)

Net change in fund balances
Fund balances beginning

Fund balances ending

CITY OF ARKANSAS CITY, KANSAS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
For The Year Ended December 31, 2005

Other

Capital Governmental 2005 2004

General Projects Funds Total Total
$ 3,631,397 $ - $ 2,176,226 $ 5,807,623 §$ 6,104,508
541,093 - 693,524 1,234,617 883,450
- - 210,444 210,444 211,812
- - 34,445 34,445 39,774
32,632 - - 32,632 26,057
395,386 - - 395,386 289,077
428,168 - - 428,168 388,128
308,092 14,597 23,503 346,192 555,184
- - 116,102 116,102 124,404
- 495,870 101,166 597,036 470,877
154,747 17,836 1,684 174,267 128,237
- - 6.680 6,680 8.580
$ 5491515 $ 528303 $ 3363.774 $ 9.383,592 $ 9.230.088
$ 1,105940 §$ - $ - % 1,105940 $ 781,822
3,216,091 - - 3,216,091 3,411,134
670,434 68,936 - 739,370 577,242
851,758 - - 851,758 858,936
- - 885,232 885,232 1,066,734
- - 317,432 317,432 226,091
- - 270,000 270,000 283,012
- - 298,156 298,156 270,988
- 1,890,000 1,173,737 3,063,737 2,561,319
- 51,319 293,623 344,942 424,939
300.242 1,096.717 50.989 1,447,948 1,285,727
$ 6144465 $ 3.106972 $ 3,289,169 $ 12.540.606 $11,747.944
$ (652950) $ (2,578.669) $ 74,605 $ (3.157.014) $(2,517.856)
$ - $ 3,423,000 $ - § 3,423,000 $ 1,890,000
- - - - 2,011
558,817 - 95,000 653,817 445,000
100,000 - (100,000) - -
$ 658817 $ 3.423.000 $ (5.000) $ 4.076.817 § 2,337.011
$ 5867 $ 844331 § 69,605 $ 919,803 § (180,845)
203,158 (18.252) 812.674 997.580 1,178,425
$ 209025 $ 826079 $ 882279 $ 1917383 §$ 997,580

The accompanying notes are an integral part of the financial statements.
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CITY OF ARKANSAS CITY, KANSAS

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended December 31, 2005
2005

Net change in fund balances-total governmental funds $ 919,803

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlay as expenditures. However, in the
government-wide statement of activities and changes in net assets, the cost
of those assets is allocated over their estimated useful lives as depreciation
expense. This is the amount of capital assets recorded in the current period. 1,447,948

Depreciation expense on capital assets is reported in the government-wide
statement of activities and changes in net assets, but they do not require the
use of current financial resources. Therefore, depreciation expense is not
reported as expenditure in governmental funds. (790,879)

The issuance of long-term debt (e.g. bonds) provides current financial resources
to governmental funds, while the repayment of the principal of long-term debt
consumes the current financial resources of governmental funds. Neither
transaction, however, has any effect on net assets. This amount is the net
effect of these differences in the treatment of long-term debt and related items.

Temporary note proceeds $(1,328,000)

Bond proceeds (2,095,000)

Bond principal retirement 1,280,000

Certificates of participation retirement 65,393

Temporary note retirement 1,890,000

Notes payable retirement 82,534 (105,073)

Some expenses reported in the statement of activities do not require the use of
current financial resources; therefore, are not reported as expenditures in the
governmental funds. The actual change from 2004 to 2005 was a decrease. 84,134

Some property tax will not be collected for several months after the City's fiscal
year-end. They are not considered "available" revenues in the governmental
funds. This also includes other accounts receivable. The actual change from
2004 to 2005 was a decrease. (29,776)

Accrued interest expense on long-term debt is reported in the government-wide
statement of activities and changes in net assets, but does not require the use
of current financial resources; therefore, accrued interest expense is not reported
as expenditures in governmental funds. The actual change from 2004 to 2005
was a decrease. (66,325)

Internal service funds are used by management to charge the costs of certain
activities, such as insurance and fleet management, to individual funds. The
net revenue of the internal service funds is reported with governmental activities
activities net of amount allocated to business-type activities and depreciation
expense.

Change in net assets $ 68341
Net amount eliminated to governmental funds (102,640) (34,299)

2004
$ (180,845)

1,567,761

(716,404)

868,488

24,380

(663,381)

46,603

89,315

Change in net assets of governmental activities $1.425.533

The accompanying notes are an integral part of the financial statements.
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ASSETS

Current Assets:
Cash and cash equivalents
Receivables, net

Total current assets

Noncurrent assets:
Restricted cash and
cash equivalents
Capital assets
Land

Buildings and improvements
Meters, mains & service lines

Vehicles and equipment

Less: accumulated depreciation

Total noncurrent assets
Total assets
LIABILITIES

Current liabilities:
Accounts payable

Bonds, notes & loans payable

Accrued interest payable
Total current liabilities

Noncurrent liabilities:

Bonds, notes & loans payable

Compensated absences

Total noncurrent liabilities

Total liabilities
NET ASSETS

Invested in capital assets,

net of related debt
Restricted for debt service
Unrestricted

Total net assets

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

CITY OF ARKANSAS CITY, KANSAS
STATEMENTS OF NET ASSETS

PROPRIETARY FUNDS

For Year Ended December 31, 2005

Business-type Activities

Enterprise Funds
Water Sewage Sanitation Storm Sewer
$ 346,911 $1,682,757 $ 233,318 $ 176,161
409.857 221,995 136.906 22,091
$ 756.768 $1.904.752 $ 370224 $ 198252
$ 104,404 $ - $ - $ -
160,375 - - -
94,769 4,838,136 173,983 16,178
3,410,851 - - -
1,669,083 75,901 1,009,387 -
- (3.091.082) (1.417.766) (731.682) (9.707)
$2.348.400 $3.496.271 451,688 6,471
$3.105.168 $5.401.023 $ 821912 $ 204,723
$ 88,147 $ 47,126 $ 90,652 $ 5,625
24,000 229,659 - -
2.400 45,735 - -
$ 114.547 $ 322520 $ 90,652 $ 5.625
$ 24,000 $1,137,720 $ - $ -
152.477 72,041 85.494 -
$ 176477 $1.209.761 $ 85494 $ -
$ 291.024 $1.532.281 $ 176.146 $ 5,625
$2,195,996 $2,128,892 $ 451,688 $ 6,471
104,404 - - -
513,744 1.739.850 194,078 192.627
$2.814.144 $3.868.742 § 645.766 $ 199.098



2005
Total

$2,439,147
790.849

$3,229,996

$ 104,404

160,375
5,123,066
3,410,851
2,754,371

(5.250,237)

$6.302.830
$9.532.826

$ 231,550
253,659
48.135

$ 533344
$1,161,720

310,012
$1.471,732
$2.005.076

$4,783,047
104,404
2,640,299

$7.527,750

CITY OF ARKANSAS CITY, KANSAS
STATEMENTS OF NET ASSETS (CONTINUED)

PROPRIETARY FUNDS
For Year Ended December 31, 2005

2005
Governmental
Activities
Internal
Service
Funds

$ 468322

468,322

559,030
(122.957)

$ 436.073
$ 904395

$ 104,937

$ 104937

$ -

S
$ 104937

$ 436,073

363.385
$ 799.458

2004
Total

$ 2,253,854

713.109

$ 2966963

$ 314,531

160,375
5,123,066
3,276,762
2,604,209

(4.548.105)

$ 6930838
$ _9.897.801

$ 162,055
450,849

67,396

$ 680,300
$ 1,415,380

321.404
$ 1.736.784
$ _2417.084

$ 4,750,078
314,531
2,416,108

$ 7.480.717

2004
Governmental
Activities
Internal
Service
Funds

$ 459,431

$ 459431

400,486

67.053
$ 333.433
$ 792864

$ 61,747

$ 333,433

—397.684
731,117

The accompanying notes are an integral part of the financial statements.
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CITY OF ARKANSAS CITY, KANSAS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND NET ASSETS
PROPRIETARY FUNDS

Operating revenues:
Charges for services
Miscellaneous
Penalties

Total operating revenues

Operating expenses:
General government
Supervision
Pumping and supply
Meter reading
Distribution
Reimbursed expense
Disposal and treatment
Collection
Contractual
Sanitation
Depreciation

Total operating expenses
Operating income (loss)

Nonoperating revenues (expenses):
Proceeds from lease obligation
Interest revenue
Interest expense

Total nonoperating revenues
(expenses)

Income (loss) before contributions
and transfers

Capital contribution G.O. bonds

Transfers

Change in net assets
Total net assets - beginning
Prior period adjustment

Total net assets - ending

For The Year Ended December 31, 2005

Business-Type Activities

Enterprise Funds
Water Sewer Sanitation Storm Sewer
$2,204,156 $ 1,839,146 $1,178,302 § 136,677
45,629 - 8,372 -
__ 17402 - - -
$2.267.187 $ 1.839.146 $1.186.674 $ 136,677
$ 410,636 $ 259,890 $ 193,941 $ 110,512
135,949 63,821 39,248 -
770,542 - - -
131,000 - - -
416,479 - - -
(101,601) (64) (187) -
- 349,688 - -
- 202,520 - -
- - 805,695 -
342,189 249.497 109,638 809
$2.105.194 $ 1,125,352 $1.148.335 $ 111,321
$ 161,993 $ 713,794 $ 38,339 § 25356
$ - $ - $ - $ -
29,821 32,989 3,726 3,481
(36,023) (74,542) (550) -
$  (6.202) $ (41.553) $ 3.176 $ 3.481
$ 155,791 $ 672,241 $ 41,515 $ 28,837
(100,338) (87,196) (10,000) -
(413.817) (165.000) (75,000) -
$ (358,364) $ 420,045 $ (43,485) $ 28,837
3,172,508 3,448,697 689,251 170,261
$2.814.144 $ 3.868.742 $ 645,766 $ 199.098

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



CITY OF ARKANSAS CITY, KANSAS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND NET ASSETS (CONTINUED)

PROPRIETARY FUNDS .
For The Year Ended December 31, 2005
2005 2004
Governmental Governmental
Activities Activities

Internal Internal

2005 Service 2004 Service

Total Funds Total Funds
$ 5,358,281 $ 1,095,836 $5,054,327 $ 1,263,904
54,001 202,955 52,105 206,073
17.402 - 15,798 -
$ 5.429.684 $ 1.298.791 $5.122.230 $ 1.469.977
$ 974,979 $ - $1,157,504 $ -
239,018 - 222,883 -
770,542 - 668,956 -
131,000 - 125,713 -
416,479 - 351,811 -

(101,852) (55,747) (11,809) (32,064)

349,688 - 367,286 -
202,520 - 133,783 -
- 1,325,171 - 1,397,975
805,695 - 786,615 -
702,133 55.903 680.412 40.048
$ 4.490.202 $ 1.325.327 $4.483.154 $ 1.405.959
$ 939,482 $ (26,536) $ 639,076 $ 64,018
$ - $ 91,665 $ - $ 114,468
70,017 3,212 56,008 1,215
(111,115) - (140.868) -

$ (41,098) $ 94877 $ (84860) $ 115.683

$ 898,384 $ 68341 $ 554216 $ 179,701
(197,534) - (187,169) -
(653.817) - (445.000) -

$ 47,033 $ 68341 $ (77953) $ 179,701
7,480,717 731,117 11,809,838 578,421

- - (4.251,168) (27.005)

$ 7.527.750 $ 799458  $7.480717 $_ 731117

The accompanying notes are an integral part of the financial statements.
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CITY OF ARKANSAS CITY, KANSAS
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For The Year Ended December 31, 2003

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers
Payments to suppliers
Payments to employees

Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Operating transfers in (out)

CASH FLOWS FROM CAPITAL & RELATED FINANCING ACTIVITIES

Purchases of capital assets
Principal paid on capital debt
Interest and fees paid on capital debt

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments
Other

Net cash provided by investing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

SUPPLEMENTAL SCHEDULE - COMPOSITION OF CASH
Current cash and cash equivalents
Restricted cash:
Revenue bond debt service
Revenue bond reserve
Improvements

Total cash and cash equivalents

Reconciliation of operating income to net cash
provided by operating activities:

Operating income

(Increase) decrease in accounts receivable

Increase (decrease) in accounts payable

Depreciation

Business-Type Activities

Enterprise Funds

Water Sewer

$ 2,206,688 $ 1,827,080
(961,948) (502,953)
(791,190) (381,044)

$ 453550 $ 943,083
$ (413.817) §$ (165.000)
$ (141,845) § (51,461)
(329,339) (309,045)
(47.473) (82.354)
$  (518.657) $ (442.860)

$ 29,821 $ 32,989

$ 29,821 $ 32,989

$ (449,103) $ 368,212

900,418 1.314,545

3 451,315 $_1.682.757

$ 346,911 $ 1,682,757

30,369 -

28,000 -

46,035 -

$ 451,315 $ 1682757

$ 161,993 $ 713,794
(60,499) (12,066)
9,867 (8,142)

342,189 249.497

$ 453.550 $ 943.083

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