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June 26, 2013 
 
 
 
To the Citizens of Lawrence: 
 
The Comprehensive Annual Financial Report (CAFR) of the City of Lawrence for the year 
ended December 31, 2012 is hereby submitted.  The report was prepared by the Finance 
Department, which is responsible for the accuracy of the data and the completeness and fairness 
of the presentation, including all disclosures.  Unless waived by the local government, Kansas 
Statutes require that the financial statements be presented in conformance with generally 
accepted accounting principles (GAAP) and be audited in accordance with generally accepted 
auditing standards by a firm of licensed certified public accountants. 
 
The report consists of management’s representations concerning the finances of the City of 
Lawrence.  The City has established a comprehensive set of internal controls that is designed to 
protect the government’s assets from loss and to compile sufficient reliable information for the 
preparation of the financial statements.  Because the cost of internal controls should not exceed 
the benefits, internal controls are designed to provide reasonable rather than absolute assurance 
that the financial statements will be free from material misstatement.  As management, we assert 
that, to the best of our knowledge and belief, this financial report is complete and reliable in all 
material respects. 
 
The financial statements have been audited by Mize Houser & Company PA, a firm of licensed 
certified public accountants.  The goal of the independent audit was to provide reasonable 
assurance that the financial statements of the City of Lawrence for the fiscal year ended 
December 31, 2012 are free of material misstatement.  The independent audit involved 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements, assessing the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement presentation.  The independent 
auditor concluded, based upon the audit, that there was a reasonable basis for rendering an 
unqualified opinion that the City of Lawrence’s financial statements for the year ended 
December 31, 2012, are fairly presented in conformity with GAAP.  The independent auditor’s 
report is presented as the first component of the financial section of this report. 
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The independent audit of the financial statements of the City of Lawrence was part of a broader, 
federally mandated “Single Audit” designed to meet the special needs for federal grantor 
agencies.  The standards governing Single Audit engagements require the independent auditor to 
report not only on the fair presentation of the financial statements, but also on the audited 
government’s internal controls and compliance with legal requirements, with special emphasis 
on internal controls and legal requirements involving the administration of federal awards.  
These Single Audit reports are part of this report. 

GAAP requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of Management’s Discussion and Analysis 
(MD&A).  This letter of transmittal is designed to complement MD&A and should be read in 
conjunction with it.  The MD&A section can be found immediately following the report of the 
independent auditors. 

Profile of the City The City of Lawrence was founded in 1854 as a project of the New England 
Emigrant Aid Society.  The City is located thirty-eight miles west of Kansas City, Missouri, and 
twenty-five miles east of Topeka, the state capitol.  In addition, Lawrence is home to the 
University of Kansas, which is the largest local employer.  The City encompasses approximately 
34.3 square miles and had an estimated population in 2012 of 93,944. 

The City of Lawrence has operated under the Commission-City Manager form of government 
since 1951. The five member Commission is elected at large to either a two or four year term.  
Each year the Commission chooses one of its members to serve as Mayor.  The Commission is 
responsible for policy making, passing ordinances, adopting the budget, appointing committees, 
and hiring the City Manager.  The City Manager is responsible for the day-to-day operations of 
the City and for hiring personnel.

The City provides a full range of services which include police and fire protection, construction 
and maintenance of infrastructure, community development and planning, and recreational and 
cultural activities.  The City also operates both the water and wastewater utilities.  In addition, 
the City provides both residential and commercial sanitation services to its citizens.  The 
Lawrence Public Library, Lawrence Housing Authority, and Lawrence Memorial Hospital are 
considered component units of the City of Lawrence and thus have financial information 
included in this report.

The Budget Development Process The annual budget provides a foundation for financial 
planning and control.  Early each year, each department submits a budget request including 
payroll projections, capital outlay requests, and program improvement decision packages.  

A number of study sessions are held throughout the year with city staff and the City 
Commissioners to discuss various elements of the budget. A goal setting session is held, giving 
the Commissioners an opportunity to determine priorities for the budget year. Staff in the various 
departments can then work toward accomplishment of those goals through their daily operations. 
In 2012, the City Commission goals were economic development, planned growth, community 
building, environment issues, neighborhood quality, transportation, downtown development, and 
service delivery.
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Other sessions are held to discuss the multi-year Capital Improvement Plan, to review Debt, and 
to provide the City Manager and staff with direction for allocation to contractual agencies.

The first opportunity for public comment on the budget is in June. The City Manager then 
prepares a recommended budget that is reviewed and revised by the Commissioners. A summary 
is published in the Lawrence Journal World and the recommended budget is available on the 
City's website.  

A second opportunity for public comment is held in early August. A final budget is then adopted 
by the City Commission and filed per state statute with the County Clerk in late August.

The budget is then formatted into a printed document, reproduced and made available for the 
public. In addition to dollar amounts, this document contains narrative information on the 
purpose and mission, the accomplishments, goals and objectives, and performance indicators of 
each department and division.   

The City of Lawrence is organized into 12 departments to provide City services and carry out 
City policies. Although funding from sources other than the General Fund support several 
departments, only their general fund support is noted here. 
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Local Economy The local economy is varied and diverse, producing a wide variety of products 
and services. Approximately 42.6% of Lawrence’s employment is in the goods- producing 
industries, 15.2% in trade, transportation and utilities, 29.2% in service-providing industries, and 
13.0% in government. Employment opportunities are provided by over 2000 local employers.  
Major employers include The University of Kansas, Lawrence Public Schools, Vangent, 
Lawrence Memorial Hospital, Berry Plastics, Hallmark Cards, Amarr Garage Doors, Douglas 
County and Kresge.

The average unemployment of the Lawrence MSA in 2012 was 5.3% which is up from 5.1% in 
2011.  The total civilian labor force was 61,600 in December, 2012.  The average annual 
unemployment rate for 2008, 2009, 2010 and 2011 was, 3.9%, 5.5%, 6.2%, and 5.1% 
respectively.  The number of homes sold in Lawrence during 2012 was 899, a 28% increase from 
the 703 in 2011.  The median selling price for a home was $198,375 during the year representing 
a 9.8% increase over the $180,660 median selling price in 2011. 

Annual Average Lawrence MSA Employment by Sector 
       

Sector  2011  2012  
12-Month 
% Change 

Civilian Labor Force  61.9  61.6  -4.8% 
       
Production Sectors  21.0  21.6  2.9% 
Trade, Transportation, and Utilities  7.7  7.7  0.0% 
Service Sectors  15.2  14.8  -2.6% 
Government  6.3  6.6  4.8% 
       
Total Non-farm Employment  50.2  50.7  1.0% 
Source: U.S Bureau of Labor Statistics, Economy at a Glance           
Number of persons, in thousands, not seasonally adjusted       

Economic Development The City of Lawrence provides multiple support programs for 
economic development opportunities designed to enhance the local economy and quality of life. 
As these programs involve public funding for current and future community assets, projects are 
viewed as an investment in which the City analyzes the risks and returns, selecting economic projects 
that best balance the goal of growing the local economy with the required amount of investment.  

Currently, the City has the below active economic development programs and projects.  
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2012 Major Economic Development Support Programs
Incentive Program Description Location

Tax Abatements

Amarr 3800 Greenway circle

PROSOCO 3741 Greenway circle

Screen It Graphics/Grandstand 3840 Greenway Circle

Industrial Revenue
Bonds (IRB)

Bowersock (Hydro Electric Plant) Kansas River, east of N 2nd Street

PROSOCO 3741 Greenway circle

9th & New Hampshire South Project* SEC, 9th & New Hampshire

Neighborhood
Revitalization Areas
(NRA)

8th and Pennsylvania Street District 720 E 9th Street

1040 Vermont (Treanor Headquarters) 1040 Vermont Street

810/812 Pennsylvania (Cider Building) 810/812 Pennsylvania Street
1000 Massachusetts St. (Masonic
Temple)** 1000 Massachusetts Street

Tax Increment
Financing (TIF)

Downtown 2000 District 9th & New Hampshire area

Oread Project 1200 Oread Avenue

9th & New Hampshire TIF District* SEC & NEC, 9th & New Hampshire

901 New Hampshire (TIF Refund) 901 New Hampshire

Transportation
Development Districts
(TDD)

Free State (Bauer Farm) NEC 6th &Wakarusa

Oread Project 1200 Oread Avenue

9th & New Hampshire District* SEC & NEC, 9th & New Hampshire

Within the first two years of operation, the Bioscience and Technology Business Center (BTBC) 
on the University of Kansas’ West Campus reached 100% capacity. BTBC Phase II: 
Development of land adjacent to the BTBC is currently planned to become Phase II of the Main 
Facility, adding 31,000 square feet of tenant space (wet laboratory and office space). In order to 
raise the necessary capital for the $10 million project, the City and County took the lead by 
making a $1 million commitment each to this expansion. The combined $2 million was used to 
leverage additional funding from BTBC stakeholder partners. The City funded its commitment in 
two installments of $500,000 each. The first installment was authorized by the City Commission 
in August 2011 via Ordinance 8658 and the second installment in May 2012 via Ordinance 8727. 
Construction for Phase II is on schedule to be completed by August of 2014.

Major Initiatives The City Commission has adopted goals to guide future financing of 
activities.  Included in these goals are economic development, building a sense of community, 
and improving transportation. Several actions were taken in 2012 to promote economic 
development.  

In 2012, the City of Lawrence continued to place street maintenance and infrastructure at the top 
of the priority list. Over $5 million in funding is dedicated to street maintenance projects each 
year and additional funds from the Infrastructure Sales Tax are leveraged to create a 
comprehensive street maintenance program that addresses various roadway issues as well as 
curbs, gutters and potholes. In 2012, the street maintenance program: patched 6,041 potholes , 
crack sealed 37.0 lane miles (92,390 lbs), patched and micro surfaced 32.6 lane miles ($1.9 
million), milled & overlayed 22.0 lane miles ($2.9 million), repaired or installed 25,500 linear 
feet of curbs and guttering, and installed 74 ADA ramps.  
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Also in downtown Lawrence, an $18-million expansion and renovation of the Lawrence Public 
Library has begun that will increase the size of the library and provide for additional parking to 
the public. 

In the Fall of 2012, Lawrence’s local hydroelectric power plant, The Bowersock Mills and Power 
Company (BMPC), began operations of a $25-million expansion facility which will triple the 
production of renewable energy harnessed from the waters of the Kansas River. The current 
South Powerhouse produces approximately 11 million kWh of hydroelectric power and, when 
finished, the North and South Powerhouses combined will produce approximately 33 million 
kWh. BMPC has signed an agreement with the Board of Public Utilities in Kansas City, Kansas 
to purchase the power generated for 25 years. Through this partnership, the city will receive a 
more efficient, environmentally preferred method of maintaining the upstream water pool as part 
of the same project. 

Long Term Planning As Lawrence continues to experience moderate growth the need to build 
new infrastructure has lessened, but the need to maintain existing streets and storm sewers 
remains very important.  The city saw an increase in construction activity in 2012 including the 
construction of more new homes than the previous year. Unemployment has slightly increased, 
but remains below both the state and national averages. 

The City has experienced an increase of three special benefit districts to finance streets and 
sidewalks in the City.  The City typically allows benefit district projects to be financed over a ten 
year period.  If the property taxes are not paid by the property owners in the benefit district, the 
cost of the principal and interest payments are covered by the public at-large.

The City Commission has adopted a capital improvement plan for the voter approved sales tax 
for infrastructure.  The plan includes approximately $29 million in projects.  A master plan to 
determine the improvements needed for the water and sanitary sewer systems is currently being 
reviewed.  The plan will identify needed capital projects and will be the basis for future rate 
calculations.  

The City Commission is provided with a projection of the revenue, expenditures, and fund 
balances of the property tax supported funds as part of the deliberations over the operating 
budget.  The main purpose is to avoid large fluctuations in the property tax levy and to warn of 
potential deficits and the need to either enhance revenue sources and/or reduce the growth of 
expenditures. The City Commission has adopted a policy to maintain the unassigned fund 
balance in the General Fund at a level equal to 15-30% of expenditures. 

Relevant Policy Changes The City reviewed and updated all cash handling policies to include 
procedures on handling credit cards pursuant to Purchasing Card Industry (PCI) security 
standards. 

The City reviewed and discussed implementation of GASB 63 for the 2013 fiscal year’s financial 
reports. GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, 
Deferred Inflows of Resources, and Net Position, changes how governments will organize their 
statements of financial position (such as the current government-wide statement of net assets and 
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the governmental funds balance sheet). Under these new standards, financial statements will 
include deferred outflows of resources and deferred inflows of resources (“deferrals”), in 
addition to assets and liabilities, and will report net position instead of net assets. 

Awards and Acknowledgements The Government Finance Officers Association (GFOA) 
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of 
Lawrence for its comprehensive annual financial report (CAFR) for the year ended December 
31, 2012.  This was the twenty-first consecutive year that the City has received this prestigious 
award.  In order to be awarded a Certificate of Achievement, the government published an easily 
readable and efficiently organized CAFR.  This report satisfied both GAAP and applicable legal 
requirements. 

A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
CAFR continues to meet the Certificate of Achievement Program’s requirements and we are 
submitting it to the GFOA to determine its eligibility for another certificate.  

In addition, the City also received the GFOA’s Distinguished Budget Presentation Award for its 
2012 annual budget document.  In order to qualify for the Distinguished Budget Presentation 
Award, the budget document was judged to be proficient in several categories, including as a 
policy document, a financial plan, an operations guide, and a communications device.

The preparation of this report would not have been possible without the efficient and dedicated 
services of the Finance Department.  We would like to express our appreciation to all members 
of the department who assisted and contributed to the preparation of this report.  Special 
acknowledgement must be given to the work of Laura Warner.  In closing, without the leadership 
and support of the governing body of the City, preparation of this report would not have been 
possible.

      Respectfully submitted, 

       

Ed Mullins 
Finance Director 
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INDEPENDENT AUDITOR’S REPORT

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, 2012, and the related notes 
to the financial statements, which collectively comprise the City’s basic financial statements as listed in the table of 
contents.  We did not audit the financial statements of the Lawrence Memorial Hospital which statements reflect total 
assets of $261,933,369 as of December 31, 2012 and total expenses of $166,957,839 for the year then ended, and 
the Lawrence-Douglas County Housing Authority which statements reflect total assets of $19,901,930 as of 
December 31, 2012 and total expenses of $8,540,720 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.  

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions 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, the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States and the “Kansas Municipal Accounting and Audit Guide.”  These 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. 
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.
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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, as of December 31, 2012, and the respective changes in financial 
position, and, where applicable, cash flows thereof and the respective budgetary comparison for the General Fund 
for the year then ended in accordance with accounting principles generally accepted in the United States of America. 

Other Matters 
Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis on pages 13 through 20 and the schedule of funding progress on page 63 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.  

Other Information 

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 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 basic 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 combining and individual nonmajor fund financial statements and schedules 
and the schedule of expenditures of federal awards are 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.  

Other Reporting Required by Government Auditing Standards 
In accordance with “Government Auditing Standards,” we have also issued our report dated June 26, 2013, 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 in considering the City’s 
internal control over financial reporting and compliance.   

June 26, 2013 
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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, in accordance with the 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, 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, 
2012, and the related notes to the financial statements, which collectively comprise the City’s basic financial 
statements and have issued our report thereon dated June 26, 2013.  Our report includes a reference to other 
auditors who 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 of the financial statements, we considered the City’s internal control over 
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances 
for the purpose of expressing our opinions on the financial 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. 

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. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 

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

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

However, we noted certain other matters that we reported to management of the City in a separate letter dated 
June 26, 2013. 

Purpose of this Report

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

June 26, 2013 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND ON INTERNAL 
CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Mayor and City Commissioners 
City of Lawrence, Kansas 

Report on Compliance for Each Major Federal Program

We have audited the compliance of City of Lawrence, KS (the City) with the types of compliance requirements 
described in the 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, 2012. 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.  

Management’s Responsibility

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

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the City’s major federal programs based on 
our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in 
accordance with auditing standards generally accepted in the United States of 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 on compliance for each major federal 
program.  However, our audit does not provide a legal determination on the City’s compliance. 

Opinion on Each Major Federal Program

In our opinion, the City complied, in all material respects, with the types of compliance requirements referred to 
above that could have a direct and material effect on each of its major federal programs for the year ended 
December 31, 2012.   
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Report on Internal Control Over Compliance

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

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

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 material weaknesses or significant deficiencies.  We did not identify any deficiencies in internal 
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist 
that have not been identified.   

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

June 26, 2013 

   



Federal
Federal Grantor/Pass-Through CFDA

Grantor/Program Title Number Expenditures
U.S. Department of Transportation
Airport Improvement Program 20.106 110,046$       
Federal Transit Formula Grant 20.507 3,959,229
Passed Through Kansas Department of Transportation
Highway Planning and Construction 20.205 240,381         
Metropolitan Transportation Planning 20.505 196,987         
State and Community Highway Safety 20.600 22,704

Total U.S. Department of Transportation 4,529,347

U.S. Department of Housing and Urban Development
Community Development Block Grant 14.218 990,573         
Emergency Solutions Grants Program 14.231 66,753           
HOME Investments Partnership Program 14.239 535,322         
HOME Prevention and Rapid Re-Housing Program 14.262 50,055           
Fair Housing Initiatives Program 14.420 31,458           
Passed Through Kansas Department of Commerce
Community Development Block Grant 14.228 220,687

Total U.S. Department of Housing and Urban Development 1,894,848

U.S. Department of Energy
Energy Efficiency and Conservation Block Grant Program - ARRA 81.128 500

Total U.S. Department of Energy 500

U.S. Department of Justice
Law Enforcement Assistance - Narcotics and Dangerous Drugs Training 16.004 93,563

Total U.S. Department of Justice 93,563

Total Expenditures of Federal Awards 6,518,258$

CITY OF LAWRENCE, KANSAS

Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2012

See independent auditor's report on the financial statements and notes to the schedule of expenditures of federal 
awards.
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CITY OF LAWRENCE, KANSAS 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 
Year Ended December 31, 2012

Section I - Summary of Auditor’s Results   
   

Financial Statements   
   
Type of auditor’s report issued: Unmodified 
   
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

14.218 
14.239 
14.228 

Community Development Block Grant 
HOME Investments Partnership Program 

Community Development Block 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, 2012

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




