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INDEPENDENT AUDITOR’S REPORT 
ON THE BASIC FINANCIAL STATEMENTS 

 
 
 
 

Mayor and City Commission 
City of Lawrence, Kansas 
 
 
We have audited the accompanying financial statements of the governmental activities, the business-type activities, 
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of the City of Lawrence, Kansas, as of and for the year ended December 31, 2011, 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 opinions on these financial statements 
based on our audit.  We did not audit the financial statements of the Lawrence Memorial Hospital which statements 
reflect total assets of $248,116,728 as of December 31, 2011 and total expenses of $156,594,601 for the year then 
ended, and the Lawrence-Douglas County Housing Authority which statements reflect total assets of $22,436,170 
as of December 31, 2011 and total expenses of $8,167,891 for the year then ended, which are discretely presented 
component units in the accompanying financial statements.  Those financial statements were audited by other 
auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to the amounts 
included for the Lawrence Memorial Hospital and the Lawrence-Douglas County Housing Authority is based solely 
on the reports of the other auditors.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America; 
the standards applicable to financial audits contained in “Government Auditing Standards,” issued by the 
Comptroller General of the United States; and the “Kansas Municipal Audit Guide.” Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  The financial statements of the Lawrence Memorial Hospital and the Lawrence Public 
Library were not audited in accordance with “Government Auditing Standards.”  An audit includes consideration of 
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal control 
over financial reporting.  Accordingly, we express no such opinion.  An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the basic financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall 
basic financial statement presentation.  We believe that our audit and the reports of other auditors provides a 
reasonable basis for our opinions. 
 
In our opinion, based on our audit and the report of other auditors, the financial statements referred to above  
present fairly, in all material respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining 
fund information of the City of Lawrence, Kansas, at December 31, 2011, and the respective changes in financial 
position and cash flows, where applicable, thereof and the respective budgetary comparison for the General Fund 
for the year then ended in conformity with accounting principles generally accepted in the United States of America. 



10

In accordance with “Government Auditing Standards,” we have also issued our report dated June 28, 2012, on our 
consideration of the City’s internal control over financial reporting and our tests of its compliance with certain 
provisions of laws, regulations, contracts, and grants agreements and other matters.  The purpose of that report is to 
describe the scope of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the internal control over financial reporting or on compliance.  That report is 
an integral part of an audit performed in accordance with “Government Auditing Standards” and should be 
considered in assessing the results of our audit.   

Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis on pages 11 through 18 and the schedules of funding progress on page 61 be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of management about the 
methods of preparing the information and comparing the information for consistency with management’s responses 
to our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic 
financial statements. We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.  

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the City’s financial statements as a whole. The introductory section, combining and individual nonmajor fund 
financial statements and schedules, and statistical tables as listed in the table of contents are presented for 
purposes of additional analysis and are not a required part of the basic financial statements.  The accompanying 
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by U.S. 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations, and is also not a required part of the financial statements. The combining and individual nonmajor 
fund financial statements and schedules and the schedule of expenditures of federal awards are the responsibility of 
management and were derived from and relate directly to the underlying accounting and other records used to 
prepare the financial statements. The information has been subjected to the auditing procedures applied in the audit 
of the financial statements and certain additional procedures, including comparing and reconciling such information 
directly to the underlying account and other records used to prepare the financial statements or to the financial 
statements themselves, and other additional procedures in accordance with auditing standards generally accepted 
in the United States of America. In our opinion, the information is fairly stated in all material respects in relation to the 
financial statements as a whole. The introductory and statistical sections have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an opinion or 
provide any assurance on them.  

June 28, 2012 
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Management’s Discussion and Analysis

As management of the City of Lawrence, Kansas, we offer readers of the financial statements an overview and 
analysis of the financial activities of the City of Lawrence for the fiscal year ended December 31, 2011.  We 
encourage readers to consider the information presented here in conjunction with additional information that we 
have furnished in our letter of transmittal of this report.   

Financial Highlights 

- The assets of the City of Lawrence exceeded it’s liabilities at the end of 2011 by $353,091,566.  Of this 
amount, $63,319,765 may be used to meet the government’s ongoing obligations. 

- An event that helped increase net assets was a $4.2 million increase in total capital assets.   

- As of December 31, 2011, the City’s governmental funds reported combined ending fund balances of 
$49,122,526, an increase of $2,071,911 in comparison with the prior year.  The increase occurred as the 
result of an increase in the reserve funds for capital projects.  Approximately 17.7% is not available for 
spending at the City’s discretion.    

- At the end of 2011, the City’s unassigned general fund balance was $12,764,449 or 23.9% of total 
general fund expenditures. 

- The City’s total long term debt decreased by over $10.2 million during the year.  The city issued $3.9 
million in in tax exempt general obligation bonds for paying the costs of certain street, building, traffic 
signal and other improvements.   The City also issued $14.4 million of bond anticipation notes for the 
purpose of temporarily financing the costs of street improvements, and benefit districts in the City. 

Overview of the Financial Statements 

This discussion and analysis are intended to serve as an introduction to the City of Lawrence’s basic financial 
statements.  The financial statements comprise three components:  1) government-wide financial statements, 2) 
fund financial statements, 3) notes to the financial statements.  The report also contains other supplementary 
information in addition to the basic financial statements. 

Government-wide financial statements.   The government-wide financial statements are designed to provide 
readers with a broad overview of the City’s finances. 

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

The statement of activities presents information showing how the City’s net assets changed during the year.  All 
changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless 
of the timing of related cash flows.  Some revenues and expenses reported in the statements will result in cash 
flows in future fiscal periods. 

Both of the government-wide financial statements distinguish functions of the City that are principally supported 
by taxes and intergovernmental revenues from other functions that are intended to recover all or a significant 
portion of their costs through user fees and charges.  The governmental activities include general government, 
public safety, public works, and recreation.  The business-type activities include the water and sanitary sewer, 
sanitation, storm sewer, and golf course operations. 

The government-wide financial statements include not only the City of Lawrence, but also the Lawrence Public 
Library, the Lawrence Public Housing Authority and Lawrence Memorial Hospital.  Financial information for these 
component units is reported separately from the financial information presented for the City.   

Fund Financial Statements.  A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities of objectives.  The City uses fund accounting to ensure 
and demonstrate compliance with finance-related legal requirements.  All of the funds can be divided into three 
categories: governmental, proprietary, and fiduciary. 
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Governmental funds.  Governmental funds are used to account for essentially the same functions reported as 
governmental activities in the government-wide financial statements.  However, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources as well as on balances of spendable 
resources.  

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

The City of Lawrence maintains 30 individual governmental funds.  Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the general fund and the debt service fund.  Data from the other governmental funds 
are combined into a single, aggregated presentation.  Individual fund data for these funds is provided in the form 
of combining statements in this report. 

A budget is approved annually for the general fund.  A budgetary comparison statement has been provided for the 
general fund to demonstrate compliance with this budget. 

Proprietary funds.  The City maintains two different types of proprietary funds.  Enterprise funds are used to report 
the same functions presented as business-type activities in the government-wide financial statements.  Enterprise 
funds are used to account for the activities of the water and sewer, sanitation, public parking, storm water, and 
golf course operations.  Internal service funds are an accounting device used to accumulate and allocate costs 
internally among functions.  Internal service funds are used to account for health care costs, fleet maintenance, 
office supplies and workers compensation and liability expenses. These activities have been included within the 
governmental activities in the government-wide financial statements. 

Proprietary funds provide the same type of information as the government-wide financial statements, only in more 
detail.  The proprietary fund financial statements provide separate information for the water and sewer and 
sanitation operations.  The other enterprise funds are combined into a single, aggregated presentation in the 
proprietary fund financial statements.  Individual fund data for the non-major enterprise funds and the internal 
service funds is provided in the form of combining statements.  

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

Notes to the financial statements.  The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements. 

Other information.  In addition to the basic financial statements and accompanying notes, the report also 
presents certain required supplementary information concerning the City’s progress in funding its obligation to 
fund its outstanding debt. 

The combining statements are presented immediately following the required supplementary information. 
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Government-wide Financial Analysis 

By far the largest portion of the City of Lawrence’s net assets reflects its investment in capital assets.  Capital 
assets are used to provide services and are not available for future spending.  The resources needed to repay 
capital-related debt must be provided from other sources. 

2010 2011 2010 2011 2010 2011

Current and other Assets 103,442$     114,244$     52,314$       49,428$       155,756$     163,672$     
Capital Assets 195,109       198,612       204,311       205,011       399,420       403,623
  Total 298,551$     312,856$     256,625$     254,439$     555,176$     567,295$

Other Liabilities 36,149$       44,534$       3,939$         4,010$         40,088$       48,544$       
Long term Liabilities 79,926         75,879         94,671         89,781         174,597       165,660
  Total 116,075$     120,413$     98,610$       93,791$       214,685$     214,204$

Net Assets:  
Capital Assets Net of Debt 120,684$     129,183$     131,661$     130,911$     252,345$     260,094$     
Restricted 30,078         29,678         -                   -                   30,078         29,678         
Unrestricted 30,724         33,582         27,344         29,738         58,068         63,320        
  Total 181,486$     192,443$     159,005$     160,649$     340,491$     353,092$

City of Lawrence's Net Assets
(000's)

Governmental Business-type Total

It was determined that the proper classification for two funds, previously categorized as special revenue funds, 
was internal service funds. The effect on net assets changed the Governmental Activities net assets at December 
31, 2010 as reported from $182,475,773 to $181,485,720 with a negative net change of $990,053. The effect on 
net assets changed the Business-type Activities net assets at December 31, 2010 as reported from $158,015,321 
to $159,005,374 with a positive net change of $990,053.  

A portion of the net assets represents resources that are subject to external restrictions on how they may be 
used.  The remaining balance of unrestricted net assets may be used to meet ongoing obligations. 

As of the end of 2011, the City is able to report positive balances in all three categories of net assets, both for the 
government as a whole, as well as for its separate governmental and business-type activities.   

There was an increase in net assets for the governmental type funds due in large part to an increase in current 
and other assets. The increase in governmental other liabilities was the result of the issuing of $14.4 million in 
bond anticipation notes. The decrease in long term government liabilities was the result of the issuance of $3.9 
million in general obligation bonds payable from property taxes less the retirement of $8.7 million in general 
obligation bonds from governmental type sources.  A total $11.4 million of the general obligation bonds are 
payable from Business-type activities 

There was also an increase in net assets reported in connection with the business-type activities.  The Water and 
Sewer Fund had an increase in net assets of $1.41 million from operations.  The other business-type activities 
reported combined increases in net assets of slightly more than $56,000. Current assets decreased because cash 
was used to finance the construction of capital assets and payment of debt.  Long term liabilities decreased with 
the retirement of $5.4 million in debt.   
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Overall, the City’s net assets increased by $12,600,472 during 2011 as a result of the construction of 
governmental capital assets and infrastructure sales tax proceeds.  The City has been using internally generated 
cash to fund a portion of the water and sewer capital improvements.  The Storm Water Utility is responsible for 
retiring $3.7 million in general obligation debt.  A more complete analysis of the changes in the City’s net assets is 
shown below. 

2010 2011 2010 2011 2010 2011

Revenues:  
Program Revenues:
  Charges for Service 11,845$     11,175$     45,256$     46,571$     57,101$     57,746$    
  Operating Grants 10,417       11,610       -                 -                 10,417       11,610      
  Capital Grants 14,677       3,236         -                 -                 14,677       3,236        
General Revenues:  
  Property Taxes 24,690       25,240       -                 -                 24,690       25,240      
  Sales Taxes 29,499       30,835       -                 -                 29,499       30,835      
Franchise Fees 6,300         6,409         -                 -                 6,300         6,409        
Unrestricted Grants 723            645            5                3                728            648           
Other 344            320            554            726            898            1,046       
  Total 98,495       89,470       45,815       47,300       144,310     136,770    

Expenses
  General Government 23,127       22,478       -                 -                 23,127       22,478      
  Public Safety 28,650       29,036       -                 -                 28,650       29,036      
  Public Works 16,868       16,173       -                 -                 16,868       16,173      
  Social Services 1,915         2,264         -                 -                 1,915         2,264        
  Recreation 9,012         9,160         -                 -                 9,012         9,160        
  Health 1,919         1,438         -                 -                 1,919         1,438        
  Interest on Debt 2,813         2,635         -                 -                 2,813         2,635        
  Water and Sewer -                 -                26,269       26,972       26,269       26,972      
  Sanitation -                 -                9,203         9,945         9,203         9,945        
  Public Parking -                 -                1,329         1,330         1,329         1,330        
  Storm Water -                 -                1,695         1,822         1,695         1,822        
  Golf -                 -                999            917            999            917          
    Total expenses 84,304       83,184       39,495       40,986       123,799     124,170   

Excess [deficiency] 14,191       6,286         6,320         6,315         20,511       12,600      
Transfers 4,621         4,671         [4,621]        [4,671]        -                 -               
Change in Net Assets 18,812       10,957       1,699         1,644         20,511       12,600      
Beginning Net Assets 163,664     181,486     156,316     159,005     319,980     340,491   

Ending Net Assets 182,476$  192,443$  158,015$  160,649$  340,491$  353,091$

City of Lawrence's Changes in Net Assets
(000's)

Governmental Business-type Total
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Governmental activities.  Governmental activities increased the City’s net assets by $10,957,015 during the 
year.  Key elements of governmental activities during the year are as follows. 

Total governmental revenues decreased by 9.2% in 2011. Operating grants increased because of a $1.2 million 
increase in FTA transit grants for the purchase of buses. Capital grants decreased $11.4 million from prior year 
totals as a result of a transfer of $8.5 million in clean up funds from KDHE for the Farmland Property received in 
the prior year and $1.7 million less in special assessments for the current year over previous year totals. Property 
taxes revenue increased slightly because of a 0.5% decrease in assessed valuation and a 1.93% increase in 
current taxes collected. Sales tax revenue increased because of growing consumer confidence driving increased 
retail sales. Franchise fees increased by only 1.73% because of an increase in electricity rates that were offset by 
reduced natural gas revenues from unseasonably warm winter weather.   
   
Expenses for governmental purposes decreased 1.32%. General government expenses decreased because of a 
City-wide initiative to focus on streamlining processes and taking cost cutting initiatives. Employees were eligible 
for merit increases funded by a 1.5% merit pool.  There was also an increase in the employer contribution for 
health care.  The 2011 budget included a reduction of 5 positions in the governmental funds and 5 in the business 
type funds. Public safety expenses increased 1.34% because of additional hiring of police personnel. Public 
Works expenses decreased primarily to reduce expenses to match revenues.  Expenses for social services 
increased because of higher CDBG and HOME grants.  Health expenses decreased because of a reduction in 
grants for social programs.  

Business-type activities.   Business-type activities increased the City’s net assets by $1,643,457.  The Water 
and Sewer Fund and Storm Water Fund experienced positive changes in net assets while the Sanitation, Public 
Parking and Golf Course Funds experienced reductions.  The key elements of the changes in net assets are as 
follows: 

- Positive change in net assets in the Water and Sewer Fund equaling $1,411,442 with no increase in 
water or sewer rates in 2011.     

- Positive net income in the Storm Water Fund equaling $732,843.  Storm water fees were not changed 
in 2011. 

- Program revenue decreased due to a transfer of $8.5 million in clean up funds from KDHE for the 
Farmland Property received in prior year.  Interest earnings were also significantly lower. 

- Business-type operating expenses were 3.8% more than 2011 business-type operating expenses and 
were constrained in order to balance revenues and expenses. Water and Sewer Fund expenses 
increased $702,136 because of increasing treatment chemical costs and increased water demand 
driving overall higher revenues with needed additional expenses.   
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Financial Analysis of the Government’s Funds 

Governmental funds.  The focus of the City’s governmental fund is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the City’s financing 
requirements.  In particular, unassigned fund balance may serve as a useful measure of a government’s net 
resources available for spending in future years. 

- As of December 31, 2011, the City of Lawrence’s governmental funds reported combined ending fund 
balances of $49,122,526, an increase of $2,071,911 from the prior year. Approximately 17.7% is not 
available for spending at the City’s discretion. This amount has been committed to liquidate contracts and 
purchase orders and pay debt service and legal claims. 

The General Fund is the primary operating fund of the City.  At the end of 2011, unassigned general fund balance 
totaled $12,764,449, while total general fund balance was $13,253,834.  Unassigned general fund balance 
represents 23.9% of total general fund expenditures, within the 15-30% range established by the City 
Commission’s adopted fund balance policy. 

Key factors affecting the general fund balance are as follows: 

- An increase of 3.2% in general fund expenditures.  
- A 2.4% increase in property taxes due to an increase in the percent of current taxes collected and 

greater delinquent tax collections.  
- A 1.73% increase in franchise revenue due to increases in electricity rates and usage. 

The debt service fund has a total fund balance of $8,491,589, all of which is restricted for debt service.  The 
amounts of debt payments are projected to increase in the near future to finance the construction of a new voter 
approved library.

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

Unrestricted net assets of the Water and Sewer Fund totaled $21,547,847 at the end of 2011.  The unrestricted 
net assets of the Sanitation Fund amounted to $1,972,414 at the end of 2011.  The change in net assets for the 
Water and Sewer Fund was $1,411,442.  The Sanitation Fund had a decrease in net assets of $383,234.  The hot 
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dry summer had an impact on the water and sewer fund. Due to the higher demand for water, water revenue  was 
almost $561,000 more than budgeted. 

General Fund Budgetary Highlights 

The City of Lawrence adopts its budget on a fund basis.  The 2011 adopted General Fund budget was not 
amended by the City Commission during the year.  On the revenue side, nearly every revenue category was less 
than the budgeted amount with the exception of property taxes and electric franchise taxes. Expenditure 
adjustments between programs and line items were significant since departments were directed to reduce 
spending. The more significant operational changes to the 2011 budget from prior year budgets are listed below: 

- A total of 5 open positions were eliminated.  
- A 1.5% merit pool was budgeted for all employees. 
- Departments and outside agencies were requested to reduce their non-personnel operating budgets 

by 2.5% in order to better match revenues. 

Capital Asset and Debt Administration 

Capital assets.  The City’s investments in capital assets for its governmental and business type activities as of 
December 31, 2011, amounts to $403,622,378 (net of accumulated depreciation).  This investment in capital 
assets includes land, buildings, improvements, equipment, roads, and bridges.  The increase in capital assets for 
the current year was 1.05%.  (For additional information on the city’s capital assets please read Note 8 on page 
51.)

Major capital asset additions during the year included the following: 

- Completion of 6th Street widening Project 
- Completion of 6th Street/Massachusetts to Folk Road Street Project 
- 2011 Microsurfacing Street Program 
- Construction of anaerobic digester improvements 
- Purchase of a hazmat /pumper truck 

2010 2011 2010 2011 2010 2011

Land 15,255$       15,255$       5,956$         5,998$         21,211$       21,253$       
Buildings 32,248         31,121         55,718         70,925         87,966         102,046       
Improvements 18,181         17,021         109,349       115,260       127,530       132,281       
Equipment 6,416           9,468           5,247           4,784           11,663         14,252         
Infastructure 116,021       122,741       -                   -                   116,021       122,741       
Construction in Progress 6,988           3,006           28,041         8,043           35,029         11,049        

  Total 195,109$     198,612$     204,311$     205,010$     399,420$     403,622$    

Governmental Business-type Total

City of Lawrence's Capital Assets
(net of depreciation)

(000's)

Long-term debt.  At the end of 2011, the City of Lawrence had total bonded debt outstanding of $130,025,000.  
Of this amount, $79,145,000 comprises debt backed by the full faith and credit of the government (general 
obligation debt).  The remainder of the bonded debt represents bonds secured solely by revenue generated by 
the Water and Sewer utility (revenue bonds).  In addition, the City had $24,902,681 due in accordance with the 
State Revolving Loan Fund (SRF) program for wastewater projects.  (For additional information on the city’s debt 
please read Note 7 on page 45.) 
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2010 2011 2010 2011 2010 2011
General Obligation 72,563$       67,739$       12,582$       11,406$       85,145$       79,145$       
Revenue -                   -                   53,025         50,880         53,025         50,880         
SRF -                   -                   26,957         24,903         26,957         24,903        
  Total 72,563$       67,739$       92,564$       87,189$       165,127$     154,928$    

City of Lawrence's Outstanding Debt
General Obligation and Revenue Bonds

(000's)
Governmental Business-type Total

The City’s total outstanding debt decreased $10.2 million during the year. The City issued $3.9 million in general 
obligation bonds and retired $14.1 million in general obligation debt. In governmental activities, $3.9 million in 
general obligation bonds was issued while $8.7 million was retired. In business-type activities, $5.4 million in debt 
was retired with storm water revenue and water and sewer revenue. 

The City of Lawrence maintained its rating of Aa1 on its general obligation debt by Moody’s.  The City’s revenue 
bonds have been rated Aa2 by Moody’s. 

Kansas statutes limit the amount of general obligation debt a city may issue to 30 percent of total assessed 
valuation.  On December 31, 2011 the debt limitation for the City of Lawrence was $278,590,681, which is 
significantly in excess of the $93,520,000 in general obligation debt the City had outstanding as of December 31, 
2011. 

Economic Factors and 2012 Budget

The average unemployment rate for Lawrence MSA in 2011 was 5.2%, a decrease of 1.0% from the previous 
year. This is below the 2011 State average of 6.4%.  The City experienced a decrease of 0.5% in its assessed 
valuation in 2011. The 2011 assessed valuation is used to fund the 2012 budget. The City continued to work on 
the environmental clean-up of the Farmland property through expenditures of $250,000.  

It is expected that the revenues will exceed expenditures by approximately $400,000 in the General Fund in 2012.  
Revenues are projected to be $1,000,000 above budget.  Because of sluggish economic growth during the time 
the 2012 budget was being developed, the budget incorporated a 2.0% increase in sales tax. Other major 
revenue sources had smaller increases. Funding for infrastructure maintenance was maintained in the 2012 
budget in order to continue to address infrastructure needs. The 2012 budget includes a property tax increase of 
1.89 mills which includes 1.50 mills for Library debt, 0.20 mills for library operation, 0.43 mills for general 
operating expenses and a 0.24 mill reduction to eliminate the mill levy for the Recreation Fund. A commitment to 
fund $250,000 for OPEB (Other Post-Employment Benefits) was included in the 2012 budget. A total of 5 
positions were added in the Police Department and a 1.20% merit pool was provided.   

The City Commission approved a 2.0% increase in the rate charged for water and wastewater. The increase in 
sanitation rates for residential customers was 2.7% for 2012.  The sanitation rate increase was implemented to 
cover increased operating expenses and to avoid a larger rate increase in the future.  A study committee has 
been formed to review sanitation operations and make recommendations on future service delivery.   

Requests for Information 

This financial report is designed to provide a general overview of the City of Lawrence’s finances for all those with 
an interest in the City’s finances.  Questions concerning any of the information provided in this report or requests 
for additional information should be addressed to:  City of Lawrence, Finance Director, P.O. Box 708, Lawrence, 
KS  66044.  The City’s website can be found at www.lawrenceks.org.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH “GOVERNMENT AUDITING STANDARDS”

Mayor and City Commissioners 
City of Lawrence, Kansas 

We have audited the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information 
of the City of Lawrence, Kansas (the City) as of and for the year ended December 31, 2011, which collectively 
comprise the City’s basic financial statements and have issued our report thereon dated June 28, 2012.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in “Government Auditing Standards,” issued by the 
Comptroller General of the United States.  Other auditors audited the financial statements of the Lawrence 
Memorial Hospital and the Lawrence-Douglas County Housing Authority as described in our report on the City’s 
financial statements. This report does not include the results of the other auditors’ testing of internal control over 
financial reporting or compliance and other matters that are reported on separately by those auditors. The 
financial statements of the Lawrence Public Library were not audited in accordance with “Government Auditing 
Standards.”

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over financial reporting as a basis 
for designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but 
not for the purpose of expressing an opinion on the effectiveness of the City’s internal control over financial 
reporting.  Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over 
financial reporting. 

A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis.  A material weakness is a deficiency, or combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements 
will not be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over financial 
reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses as defined 
above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and 
grant agreements, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion.  The results of our tests disclosed no 
instances of noncompliance or other matters that are required to be reported under “Government Auditing 
Standards.”

This report is intended solely for the information of the mayor, city commission, and other members of 
management and should not be used by anyone other than these specified parties. 

June 28, 2012 



www.mizehouser.com � mhco@mizehouser.com

534 S Kansas Ave, Suite 700 � Topeka, KS 66603-3465 � 785.233.0536 p � 785.233.1078 f
534 S Kansas Ave, Suite 400 � Topeka, KS 66603-3454 � 785.234.5573 p � 785.234.1037 f
7101 College Blvd, Suite 900 � Overland Park, KS 66210-1984 � 913.451.1882 p � 913.451.2211 f
120 E Ninth � Lawrence, KS 66044-2682 � 785.842.8844 p � 785.842.9049 f
900 M assachusetts, Suite 301� Lawrence, KS 66044-2868 � 785.749.5050 p � 785.749.5061 f

117 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Mayor and City Commissioners 
City of Lawrence, Kansas 

Compliance
We have audited the compliance of City of Lawrence, KS (the City) with the types of compliance requirements 
described in the U.S. Office of Management and Budget (OMB) ”Circular A-133 Compliance Supplement” that could 
have a direct and material effect on each of the City’s major federal programs for the year ended December 31, 
2011.  The City’s major federal programs are identified in the summary of auditor’s results section of the 
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, 
contracts and grants applicable to each of its major federal programs is the responsibility of the City’s management.  
Our responsibility is to express an opinion on the City’s compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in “Government Auditing Standards,” 
issued by the Comptroller General of the United States; and OMB Circular A-133, “Audits of States, Local 
Governments, and Non-Profit Organizations.”  Those standards and OMB Circular A-133 require that we plan and 
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance 
requirements referred to above that could have a direct and material effect on a major federal program occurred.  An 
audit includes examining, on a test basis, evidence about the City’s compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.  We believe that our audit 
provides a reasonable basis for our opinion.  Our audit does not provide a legal determination on the City’s 
compliance with those requirements. 

In our opinion, the City complied, in all material respects, with the requirements referred to above that could have a 
direct and material effect on each of its major federal programs for the year ended December 31, 2011.   

Internal Control Over Compliance
The management of the City is responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.  In planning 
and performing our audit, we considered the City’s internal control over compliance with requirements that could 
have a direct and material effect on a major federal program in order to determine our auditing procedures for the 
purpose of expressing our opinion on compliance and to test and report on internal control over compliance in 
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance.  Accordingly, we do not express an opinion on the effectiveness of the City’s 
internal control over compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to prevent 
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely 
basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in 
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a 
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely 
basis.  

Our consideration of the internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in the internal control over compliance 
that might be deficiencies, significant deficiencies or material weaknesses.  We did not identify any deficiencies in 
internal control over compliance that we consider to be material weaknesses, as defined above.   

This report is intended for the information and use of the mayor, city commission and other members of 
management of the City of Lawrence, Kansas, the state of Kansas and federal awarding agencies and is not 
intended to be and should not be used by anyone other than those specified parties. 

June 28, 2012 
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CITY OF LAWRENCE, KANSAS 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended December 31, 2011

Section I - Summary of Auditor’s Results   
   

Financial Statements   
   
Type of auditor’s report issued: Unqualified 
   
Internal control over financial reporting:   
   
Material weakness(es) identified?             Yes     X       No 
   
Significant deficiencies identified that are not considered to be 

material weaknesses?             Yes     X       None reported 
   
Noncompliance material to financial statements noted?             Yes     X       No 

Federal Awards   
   
Internal control over major programs:   
   
Material weakness(es) identified?             Yes     X       No 
   
Significant deficiencies identified that are not considered to be 

material weaknesses?             Yes     X       None reported 
   
Type of auditor’s report issued on compliance for major 

programs:
                      Unqualified 

   
Any audit findings disclosed that are required to be reported in 

accordance with section 510(a) of Circular A-133?             Yes      X      No 
   
Identification of major programs:   

CFDA Number(s) Name of Federal Program or Cluster

20.507 Federal Transit Formula Grant 

Dollar threshold used to distinguish between type A and type B 
programs: $300,000 

   
Auditee qualified as low-risk auditee?     X      Yes              No 
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CITY OF LAWRENCE, KANSAS 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED 
Year Ended December 31, 2011

Section II - Financial Statement Findings 

 None Noted 

Section III - Federal Award Findings and Questioned Costs 

Current Year Finding

  None Noted

Prior Year Finding

  None Noted


