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DANAF. COLE 
& COMPANYLLP 
CERTIFIED PUBLIC ACCOUNTANTS 

To the Board of Di rectors 
Leavenworth Waterworks Boa rd 
Leavenworth, Kansas 

I N DEPEN DENT AU DITORS' REPORT 

Report on the Financial Statements 

We have aud ited the accompa nying statement of net position of Leavenworth Waterworks Board as of 
December 31,  2018, a nd the related statements of revenues, expenses, and  changes in  net position 
and  cash flows for the year then ended, and the related notes to the financ ia l  statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fa i r  presentation of these financia l statements 
in accordance with accounting pr inc ip les genera l ly accepted i n  the U n ited States of America; th is 
i nc ludes the design, i m plementation, and maintenance of interna l control re levant to the preparation 
a n d  fa i r  presentation of financia l statements that a re free from material  m isstatement, whether due 
to  fraud or error. 

Auditors' Responsibility 

O u r  responsib i l ity is to express a n  opin ion on these financial  statements based on our  a ud it. We con­
d u cted our a ud it in accorda nce with aud iti ng standards genera l ly accepted in the U n ited States of 
America, the standards appl icable to financia l  a ud its conta ined i n  Government Auditing Standards, 

issued by the Comptrol ler Genera l  of the United States, and the Kansas Municipal Audit and Account­
ing Guide. These standards requ i re that we plan and perform the aud it to obta in  reasona ble assu r­
a nce about whether the financ ia l  statements a re free of materia l misstatement. 

An aud it i nvolves performing procedures to obtain aud it evidence a bout the amou nts and d isclo­
su res in the fi nancial  statements. The proced u res selected depend on the aud itor's j udgment, in­
c lud ing the assessment of the·risks of materia l  misstatement of the financia l  statements, whether 
d ue to fraud or error. In making those r isk assessments, the aud itor considers interna l  contro l rele­
vant to the entity's preparation a nd fa i r  presentation of the financia l statements i n  order to design 
aud it proced ures that are a ppropriate i n  the c i rcumstances, but not for the purpose of expressing an  
op in ion on the  effectiveness of the  entity's i nternal contro l .  Accord i ngly, we express no such op in ion .  
An aud it a lso inc ludes eval uati ng the a ppropriateness of accounting pol icies used and  the reasona­
bleness of sign ificant accou nting estimates made by management, as wel l  as eva luating the overa l l  
p resentation of the fi nancia l  statements. 

We bel ieve that the aud it evidence we have obta ined is sufficient and a ppropriate to provide a basis 
for our a ud it opi n ion .  

Opinion 

I n  our  opin ion, the financia l  statements referred to a bove present fa i rly, i n  a l l  mater ia l  respects, the 
fi nancia l  position of Leavenworth Waterworks Board as of December 3 1, 2018, a nd the resu lts of its 
operations a nd its cash flows for the year then ended i n  conformity with accounting principles gener­
a l ly accepted i n  the U n ited States of America.  
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Other Matters 

Required Supplementary Information 

Accounting pri nc iples genera l ly accepted i n  the Un ited States of America req u i re that the manage­
ment's d iscussion a nd analysis on pages 3 - 8, the schedu le  of employer's requ i red contributions on 
page 32, and the sched u le of the employer's proportionate sha re of the net pension l iab i l ity page 33,  
be presented to supplement the basic financia l  statements. Such information ,  a lthough not a part of 
the basic fina ncial  statements, is requ i red by the Govern ment Accounting Standa rds Board ,  who 
considers it to be an  essentia l  part of financial  reporting for placing the basic fi nancia l  statements in 
an  appropriate operational ,  economic, or h istorica l  context. We have a ppl ied certa i n  l i m ited proce­
dures to the req u i red su pplementa ry_ i nformation in accordance with aud iti ng standards genera l ly 
accepted in the U n ited States of America ,  which consisted of inqu i r ies of ma nagement a bout the 
methods of prepa ring the information and com paring the i nformation for consistency with manage­
ment's responses to our  inqu i r ies, the basic financial  statements, and other knowledge we obta ined 
d u ri ng our aud it of the basic financia l  statements. We do not express an op in ion or provide any as­
surance on the i nformation because the l im ited procedu res do not provide us with sufficient evi­
dence to express an op in ion or provide any assurance. 

Other Information 

Our a ud it was conducted for the purpose of forming a n  op in ion on the basic financia l statements taken 
as a whole. The other supplementary information l isted on pages 34 - 37 is presented for pu rposes of 
add itiona l ana lysis and is not a req u i red part of the basi c  financia l  statements. The other supplementary 
i nformation is the responsib i l ity of management and was derived from and re lates d i rectly to the u nderly­
ing accou nting and other records used to prepa re the financial  statements. Such information has been 
subjected to the aud iti ng procedu res, inc lud i ng compar ing a nd reconc i l i ng such i nformation d i rectly to 
the underlying accounti ng and other records used to prepa re the basic financial  statements or to the 
basic fi nancia l  statements themselves, and other add itiona l  proced ures in accordance with aud iti ng 
sta ndards genera l ly accepted in  the U n ited States of America. In our op in ion, the other supplementary 
i nformation on pages 34 - 37 is fa i rly stated, in a l l  materia l respects, i n  re lation to the basic fi nancial  
statements as a whole. 

Other Reporting Required by Government Auditing Standards 

I n  accordance with Government Auditing Standards, we have a lso issued ou r report dated May 10, 
2019, on our consideration of the Leavenworth Waterworks Board 's i nternal control over fina ncial  
reporting and on our  tests of its com pl iance with certa i n  provisions of laws, regu lations, contracts, 
and gra nt agreements and other matters. The pu rpose of that report is to descri be the scope of our  
testi ng of internal contro l over fi nancia l  reporti ng and com pl iance and the resu lts of that testing, and 
to not provide an opi n ion on i nternal control of financia l  reporting or on compl ia nce. That report is 
an integra l part of an aud it performed in accordance with Government Auditing Standards i n  consid­
eri ng the Leavenworth Waterworks Board 's interna l contro l over fi nancia l  reporti ng and com pl iance. 

Overla nd Park, Ka nsas 
May 10, 2019 
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LEAVENWORTH WATERWORKS BOARD 
MANAG EM ENT'S DISCUSSION AN D ANALYSIS 

Our d iscussion and analysis of the Leavenworth Waterworks Board's (the Boa rd )  financ ia l  perfor­
m ance provides a na rrative overview of the Board's fi nancia l  activities for the fisca l year ended De­
cem ber 31, 2018. Please read it i n  conjunction with the accompanying financia l  statements wh ich 
begin on page 9. 

HISTORY AND OVERVIEW OF LEAVENWORTH WATER DEPARTMENT 

The Water Department provides potable water to nea rly 55,000 people i n  the City of Leavenworth a nd 
seven ru ra l  water d istricts (as authorized by K.S.A. 13-2418) in Leavenworth and J efferson Counties 
(RW D-1, -2, -5, -8, -12, Consol idated No.  1, anc;:J Lan-Del) .  The tota l number of equ iva lent s ingle-fa m i ly 
taps served by the Boa rd is a round 15,000 i n  the water-service a rea . 

The Water Department d iverts water from the M issou ri River at two locations. A d i rect i nta ke connec­
tion is located nea r the northeast corner  of the City (at the North Plant I ntake) and  i n d i rectly th rough 
n i ne wel ls constructed i n  the a l l uvia l  aqu ifer located adjacent to the M issouri R iver southeast of the 
City (ca l led the South Plant Wel l  Field ). G round water pu m ped from the a l l uvia l wel ls is tributa ry to 
the M issouri River. I n  addition,  the Water Department a lso owns, operates, a nd mai nta i ns two water 
treatment plants, h igh-service pumps, a booster pum ping station,  a water-storage fac i l ity, and a com­
plex network of water transmission, d istribution ,  service l i nes, meters, va lves, and  fi re hyd rants. 

FORMATION OF THE WATERWORKS BOARD AND WATER DEPARTMENT 

The Leavenworth City and Fort Leavenworth Water Company, a private com pany, constructed the orig­
ina l  m u n icipa l  waterworks system i n  1881 - 1882. I n  1921, the City of Leavenworth , Kansas pur­
chased the waterworks system from The Leavenworth City and Fort Leavenworth Water Com pany. For 
the next s ixteen yea rs, the City of Leavenworth , Kansas, operated the waterworks system .  In 1932, 
Fort Leavenworth constructed a water treatment fac i l ity and began operating a sepa rate water system 
for the Fort. 

I n  September  1937 the citizens of the City of Leavenworth , Ka nsas, voted to esta b l ish an  i ndepend­
ent govern i ng board a nd water-su pply uti l ity that were separate from the City's Com m ission and pub­
l i c-works services. The i ntent of th is vote was to ensure that the Waterworks wou ld be operated i n  a 
bus iness manner and that revenues from water sa les were to be used on ly for the operation and im­
provement of the water system.  Thus, the Leavenworth Waterworks Board was establ ished and a 
sepa rated Water Depa rtment continues to operate today pursua nt to K.S.A. 13-2414 th rough K.S.A. 
2429.  

ADMINISTRATION AND OPERATIONS 

The Board em ploys 36 staff members who a re involved with water treatment, d istribution,  and adm i n­
istratio n .  These employees a l l  work effic iently to meet the Board's goa ls of qua l ity, a bundant d rin k ing 
water, friend ly customer service, and economica l  water rates. Day-to-day operations are coord inated 
by the Ma nager of Production and Distri bution and the Manager of Col lections a nd Accounts. 

Adm i n istrative staff members oversee a l l  b i l l i ng  and col lections related to the sa le of water to custom­
ers based on month ly meter reads of i nd ivid ua l  customers. Through a Jo int Operations agreement 
with the City of Leavenworth, the adm i n istrative staff a lso provides b i l l i ng and col lection services to 
the City for the i r  wastewater treatment a nd refuse-col lection services. 
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WATERWORKS FACILITIES 

North Pla nt 

LEAVENWORTH WATERWORKS BOARD 
MANAGEM ENT'S DISCUSSION AND ANALYSIS 

The origina l  water treatment plant was replaced with a fou r-m i l l ion ga l lon per day ( MGD) capacity wa­
ter-fi ltration plant and h igh-service pumping station .  The Pi lot Knob Reservoi r  was a lso covered to pro­
tect the water qua l ity. Two la rge settl ing basins from the original  treatment plant were reta i ned and 
a re cu rrently used today. The sou rce of supply was, and continues to be, a d i rect d iversion from the 
M issou ri R iver. Si nce 1938, raw water has been d iverted from the west ba n k  of the M issouri River 
about two blocks south of the water treatment p lant (at the western extent of Da kota Street). Treated 
water from the plant is pumped i nto the water-transmission a nd d istri bution system as wel l  as the Pi lot 
Knob Reservoi r. 

Over the yea rs, sign ificant cap ita l  improvements have been made to the North Water Treatment Plant 
i n  order to improve water qual ity and increase capacity. Today, the rated capacity of the North Plant 
is approximately 6 MGD with a si ngle-day peak capacity of 5.5 MGD.  

South P lant 

I n  1977,  it was determined that i n  order to meet i ncreas ing water demands and replace the aging 
North Pla nt, another treatment p lant was necessary. Construction of the South Pla nt sta rted in 1977 
and was com pleted i n  the next year. The water source for th is fac i l ity is a l l uvia l ground water pum ped 
from n ine d ifferent wel ls.  Cu rrently its rated capacity is a lso approximately 6 MGD with a s ingle-day 
peak capacity of 5.5 MGD.  The South Pla nt has been designed for expansion up to 12 MGD.  

Distri bution System 

The Board's water d istribution system inc l udes 192 mi les of raw water transmission, treated water 
tra nsmission, and d istri bution mains; the size of these mains ra nge from 2 to 24 i n ches. The system 
has a pproximately 11,000 customer meters and one booster pum p station .  In order to operate and 
mainta in  the Board's infrastructu re, the staff mai nta i ns an i nventory of water d istri bution materials 
held for the replacement of aging i nfrastructure. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This repo rt consists of three pa rts -management's d iscussion a nd a na lysis (th is section), the basic 
financia l  statements, and supplementa ry i nformation .  

The notes to the financia l  statements provide additiona l  i nformation a nd more deta i led data a bout 
some of the information reported in the basic financial  statements. 

One of the most i m portant questions asked about the Board's finances is,  " Is the Board as a whole 
better off or worse off as a resu lt of the yea r's activities?" The statement of net position and the 
statement of activities report i nformation a bout the Board as a whole and about its activities in  a way 
that he lps answer th is question .  These statements i nc lude a l l  assets a nd l iab i l ities using the accrua l  
basis of  accou nti ng wh ich is s im i la r  to the accounting used by most private-sector compan ies. A l l  of 
the current year's revenues and expenses a re accounted for i n  the statement of activities rega rd less 
of when cash was received or pa id .  
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LEAVENWORTH WATERWORKS BOARD 
MANAG EMENT'S DISCUSSION AN D ANALYSIS 

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)  

These two statements report the Boa rd's net position and  changes in  it. You can th i n k  of the Board's 
net position -the d ifference between assets and l iab i l it ies - as one way to m easu re the Board's fina n­
cial  hea lth, o r  fina ncial  position .  Over time, increases or  decreases in  the Boa rd's net position a re 
one ind icator of whether its financia l  hea lth is i mprovi ng or deteriorating. 

The Boa rd operates as a proprietary fund or business enterprise. Revenues consist of fees cha rged to 
customers for services provided and expenses consist of the cost i ncu rred to provide those services. 

ANALYSIS OF THE FINANCIAL STATEMENTS 

As of December 3 1, 2018, the Board 's net position at year end increased $2,027,232, or 4.9% from 
the prior yea r to resu lt in a ba lance of $43, 172,488. 

Statement of Net Position 

% 
Change 

2018 2017 2018- 2017 

ASSETS 
Cu rrent and other assets 13,073,430 12,499,260 4.6 
Ca pita l assets 33,608,743 32,052,281 4.9 

Tota I assets 46,682, 173 44,551,541 4.8 

DEFERRED O UTFLOW OF RESOU RCES 301,547 247,954 2 1.6 

TOTAL ASSETS AN D DEFERRED 
OUTFLOWS OF R ESOU RCES 46,983,720 44,799,495 4.9 

LIABI LITI ES 
Cu rrent l iab i l ities 2,069, 183 1,950,505 6.1 
Long-term l iab i l ities 1,641,912 1,577,643 4.1 

--

Tota l l iab i l it ies 3,711,095 3,528, 148 5.2 

DEFERRED I N FLOWS OF RESOU RCES 100, 137 126,091 (20.6) 

TOTAL LIABI LITI ES AN D DEFERRED 
I N FLOWS O F  R ESOURCES 3,811,232 3,654,239 4.3 

NET POSITION 
Net i nvestment i n  capita l assets 33,608,743 32 ,052 ,281 4.9 
U nrestricted 9,563,745 9,092,975 5.2 

TOTAL N ET POSITION 43, 172 ,488 41, 145,256 4.9 
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LEAVENWORTH WATERWORKS BOARD 
MANAG E M ENT'S DISCUSSION AN D ANALYSIS 

Current and Other Assets - Tota l current and other assets increased approximately $57 4 thousand . 
The majority of th is i ncrease is attributa ble to a n  increase in cash and i nvestments.  

Capita l Assets - Ca pita l assets, net of accumulated depreciation increased more than $ 1.55 mi l l ion as 
system improvements were more tha n  current year depreciation expense. 

Other Lia bi l ities - Cu rrent and other l ia bi l ities increased from the prior year by $ 118 thousa nd or 
6 . 1%. The majority of th is decrease is attri butable to a red uction in  accrued expenses. 

N et Position - Net position increased by more than $2 mi l l ion  from the prior year. 

R EVENUES 
Water sa les 
City services b i l l i ng 
Recon nection a nd service fees 
Pl umbing s upply sa les 
Nonoperati ng 

Tota l revenues 

EXPENSES 
Production 
Distribution 
Admin istration 
Depreciation 
Nonoperati ng 

Tota l expenses 

R EVENU ES OVER EXPENSES PRIOR 
TO CAPITAL CONTR I BUTIONS 

CAPITAL CONTRI B UTIONS 

I NCREASE IN N ET POSITION 

N ET POSITION,  beginn ing 

N ET POSITION ,  end ing 

Statement of Activities 

2018 

8,019,643 
283,718 

85,919 
5,598 

123,658 

8,518,536 

3,063,408 
1,555,833 

817,602 
1,293,878 

55,046 

6,785,767 

1,732,769 

294,463 

2,027,232 

41, 145,256 

43, 172,488 

6 

2017 

6,677,33 1  
298,771 

88,912 
7,0 19 

77,690 

7, 149,723 

2,835,2 12 
1,408,679 

669,411 
1,262, 192 

39,605 

6,2 15,099 

934,624 

109, 179 

1,043,803 

40, 101,453 

41, 145,256 

% 
Change 

2018 - 2017 

20.1 
(5.0) 
(3 .4) 

(20.2) 
59.2 

19.1 

8.1 
10.3 
22 .1  

2 .5  
39.0 

9.2 

85.4 

169.7 

94.2 

2.6 

4.9 



LEAVENWORTH WATERWORKS BOARD 
MANAG EM ENT'S DISCUSSION AN D ANALYSIS 

Revenues - Overa l l ,  reven ues i ncreased more tha n $ 1.3 mi l l ion or  19 . 1% from the prior year. The i n­
crease is ma in ly attributable to additional water sa les as the Board started provid i ng water to Fort 
Leavenworth . 

Expenses - Expenses i ncreased from the prior year by more tha n  $570 thousand or  9.2%. Th is i n­
crease is mai n ly attri buta ble to i ncreased production costs due to increase demand . 

Capita l Contributions - With in  the year, the Board recogn ized $294,463 i n  ca pita l contributions. 
These fu nds were used for meter u pgrades, new services, ma i n  extensions, and system develop­
ment/improvement fees. 

CAPITAL ASSETS 

Capita l assets, not 
bei ng depreciated 

Capita l assets, net of 
accumulated depreciation 

Admin istrative 
Distri bution 
North Pla nt 
South Pla nt 
Hwy 5 Bu i ld ing 

and equ i pment 

Tota l capita l  assets, 
being depreciated 

Accumulated depreciation 
Admin istrative 
Distribution 
North Plant 
South Plant 
Hwy 5 Bu i ld i ng 

Tota l accumu lated depreciation 

Net capita l  assets, being 
depreciated 

Net ca pita l assets 

7 

2018 

2,585,352 

1,301,202 
31,206,346 
10, 196, 178 
12,842, 110 

8,050 

55,553,886 

1,193,958 
8,258, 274 
6,782,656 
8,289,090 

6, 517 

24,530,495 

3 1,023,391 

33,608,743 

2017 

2,891,727 

1,301,202 
28, 180, 181 
10,092,820 
12,827,450 

8,050 

52,409,703 

1, 160,988 
7,737,548 
6,436,588 
7,908,657 

5,367 

23,249, 148 

29, 160,555 

32,052,282 

% 
Change 

2018 - 2017 

( 10.6) 

10.7 
1.0 
0.1 

6.9 

2 .8 
6.7 
5.3 
4.8 

2 1.4 

5.5 

7.9 

4.9 



LEAVENWORTH WATERWORKS BOARD 
MANAG EMENT'S DISCUSSION AN D ANALYSIS 

CAPTIAL ASSETS (Contin ued) 

Please refer to Note 8 for more deta i led information regard ing capita l asset activity d u ring the year 
ended December 31, 2018. 

ANALYSIS OF THE BUDGETARY COMPARISON SCHEDULE 

The Boa rd does not have a budgetary req u i rement. Budgeta ry com parison schedu les a re presented 
as supplementa ry information on page 36 of the financia l  statements. 

ECONOMIC FACTORS 

The Boa rd rema ins comm itted to its m ission and employs the fol lowing strategy statement: 
• To provide the h ighest q ua l ity and best va lue water ava i la ble i n  Leavenworth Cou nty. 
• I nvest in i nfrastructu re improvements to meet the increasing water demands of water d istricts 

a nd developments throughout Leavenworth County. 
• Establ ish partnersh i ps a nd participate in  cooperative efforts with neigh bori ng water depart­

ments and other agencies. 
• Improve econom ies of scale and ma i nta i n  economica l water rates for both cu rrent a nd futu re 

customers. 

In January 2018, the Board began provid ing water to Fort Leavenworth in  response to sou rce-water 
contamination by PFAS chemica ls on the Fort. The sa le of th is water sign ificantly impa cted the bottom 
l ine in  2018. Although a n  agreement was reached to su pply the Fort unti l J u ly 2028, Fort Leavenworth 
continues to explore ways to retu rn to a self-suppl ied system. 

Over the next th ree to five years, approximately 3 1% of the Board 's cu rrent employees w i l l  be e l igi ble 
for reti rement. The Board is working to plan ahead for th is but it  cou ld  potentia l ly impact the depart­
ment. 

The Boa rd is conti nuously i nvestigati ng ways to improve the system and reduce costs. Ever-changing 
water treatment regu lations wi l l  im pact both operating a nd capita l improvement costs. 

With in  the yea r end i ng December 31, 2018, the Board of Di rectors a pproved moving forward with a 
loan from the Kansas Publ ic  Water Supply Loan Fund th rough the Kansas Depa rtment of Hea lth a nd 
Envi ronment for the construction of a Horizonta l  Col lector Wel l  as an  a lternate water source for the 
South Pla nt. Construction on th is project is expected to sta rt with i n  the next yea r  and be com pleted 
i n  2020. 

REQUEST FOR INFORMATION 

Th is report is i ntended to provide the citizens, customers, a nd cred itors with a genera l  overview of the 
Board 's fi nances a nd to demonstrate the Board 's accou ntab i l ity for the revenues received a nd funds 
spent. Questions a bout the report, and requests for add itional i nformation, shou ld be d i rected to the 
Cha i r  of the Waterworks Board or  the Boa rd's Manager of Col lections a nd Accou nts, 601 Cherokee, 
Leavenworth , Kansas 66048. 
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LEAVENWORTH WATERWORKS BOARD 
STATEM ENT OF N ET POSITION 

DECEM BER 3 1, 2018 

ASSETS 
Current assets 

Cash and  cash eq u ivalents 
Certificates of deposit 
Accou nts receivable 
Accrued interest receivable 
I nventory 
Prepa id  expenses 

Tota l cu rrent assets 

Noncu rrent assets 
Certificates of deposit 
Capita l  assets, net of accum u lated depreciation 

Tota l noncurrent assets 

TOTAL ASSETS 

DEFERRED OUTFLOWS OF RESOU RCES 

Resou rces to be recogn ized i n  futu re 

pension expense 

TOTAL ASSETS AN D DEFERRED 
O UTFLOWS OF RESOU RCES 

LIAB I LITI ES 
Current Lia b i l ities 

Accou nts payable 
Accrued employee benefits 
Meter deposits 
Accrued i nterest on meter deposits 
Accrued sludge remova l 
Accrued wel l  treatments 
Other accrued expenses 
Term i nated service fees 

Tota l cu rrent l iabi l ities 

9 

3,229,061 
5,732, 127 

909,800 
3 1,857 

620,097 
178,430 

10,701,372 

2,372,058 
33,608,743 

35,980,801 

46, 682, 173 

301,547 

46,983,720 

609, 522 
483,354 
498,504 

39,358 
198,485 
196,305 

39, 155 
4,500 

2,069,183 



LEAVENWORTH WATERWORKS BOARD 
STATEM ENT OF N ET POSITION 

DECEM BER 31, 2018 

LIABI LITIES (Conti n ued) 
Noncurrent l iab i l i ties 

Net pension l ia bi l i ty 

TOT AL LIAS I LITI ES 

D EFERRED I NFLOWS O F  R ESOU RCES 

Resou rces to be recogn ized in future 
pension expense 

TOTAL LIAB I LITI ES AN D DEFERRED I N FLOWS 

OF RESOU RCES 

N ET POSITION 
I nvested i n  capita l assets, net of  re lated debt 
U nrestricted 

TOTAL N ET POSITION 

See accompanying notes to financia l statements. 

10 

1,641,912 

3,711,095 

100, 137 

3,811,232 

33,608,743 
9,563,745 

43,172,488 



LEAVENWORTH WATERWORKS BOARD 
STATEM ENT OF REVENU ES, EXPENSES, AN D CHANG ES I N  N ET POSITIO N  

YEAR ENDED DECEM BER 3 1 ,  2018 

OPERATI NG REVENU ES 
Water sa les 
City services b i l l i ng fees 
Recon nect and service fees 
Plumbing supp ly sa les 

Tota l operating revenues 

OPERAT ING EXPENSES 

Prod uction 

Distri bution 

Admi n istration 

Bad debt 

Pu b l ic  re lations 

I nventory 

Depreciation 

Tota l operati ng expenses 

O PERATI NG I NCOM E  

NONOPERATI NG REVENU ES (EXPENSES) 
I nterest revenue 
M isce l laneous expense 
Rent i ncome 
I nterest expense on meter deposits 

Tota l nonoperati ng revenues (expenses) 

REVENU ES OVER EXPENSES BEFORE 

CAPITAL CONTRIBUTIONS 

CAPITAL CONTRI B UTIONS 

I NCREASE IN N ET POSITION 

N ET POSITIO N ,  beginn ing of year 

N ET POSIT ION,  end of yea r 

See accompa nyi ng notes to fi nancia l  statements. 
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8,019,643 
283,718 

85,919 
5,598 

8,394,878 

3,063,408 

1,452,277 

795,861 

8, 130 

2 1,741 

103,556 

1,293,878 

6,738,851 

1,656,027 

99,895 
(39,048) 
23,763 
(7,868) 

76,742 

1,732,769 

294,463 

2,027,232 

41,145,256 

43, 172,488 



LEAVENWORTH WATERWORKS BOARD 
STATEM ENT OF CASH FLOWS 

YEAR ENDED DECEM BER 31, 2018 

CASH FLOWS FROM OPERATI NG ACTIVITI ES 
Cash received from customers 
Cash payments to employees 
Cash payments to suppl iers 

Net cash provided by operating activities 

CASH FLOWS FROM CAPITAL AN D RELATED 
FI NANCI NG ACTIVIT IES 
Pu rchase of capita l  assets 
Capita l contr ibutions 
Rent i ncome 
Other payments 

Net cash used in noncap ita l fi nancing 
activities 

CASH FLOWS FROM I NVESTI NG ACTIVITI ES 
Net cha nge i n  certificates of deposit 
I nterest received 

Net cash provided by i nvesti ng activities 

N ET I NCREASE I N  CASH AN D 
CASH EQU IVALENTS 

CASH AN D CASH EQU IVALENTS, begi n n ing of yea r 

CASH AN D CASH EQU IVALENTS, end of year 
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8,341,041 
(2 ,416, 736) 
(2 ,  769,418) 

3 , 154,887 

(2,850,340) 
294,463 

23,763 
(51,557) 

(2 ,583,671) 

2 , 148,077 
92,338 

2 ,240,415 

2 ,811,63 1  

417,430 

3,229,061 



LEAVENWORTH WATERWORKS BOAR D 
STATEM ENT OF CASH FLOWS 

YEAR EN DED DECEMBER 3 1, 2018 

Reconci l iation of Operating I ncome to Net Cash 
Provided by Operating Activities 

Operati ng income 

Adjustments to reconci le  operating income 
to net cash provided by operating activities: 
Depreciation 
( I ncrease) decrease in assets: 

Accou nts receivable 
Prepa id expenses 
I nventory 
Deferred outflows 

I ncrease (decrease) i n  l iab i l ities: 
Accrued expenses 
Accou nts paya ble 
Accrued employee benefits 
Meter deposits 
Net pension l i abi l ity 
Deferred i nflows 

Net adj ustments 

Net cash provided by operating activities 

See accompanyi ng notes to the financia l  statements. 
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1,656,027 

1,293,878 

(35,000) 
65,627 
66,314 

(53,593) 

(78, 126) 
145,363 

2 1,326 
34,756 
64,269 

(25,954) 

1,498,860 

3,154,887 



LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 1. SUM MARY OF SIGN I FICANT ACCOU NTI NG POLICI ES 

A. REPORTI NG ENTITY 

The Leavenworth Waterworks Board, as provided i n  the Kansas Statutes Annotated 
13-2414 th rough 13-2428, has fu l l  contro l of the mun ic ipa l  water pla nt of Leaven­
worth, Kansas. The Govern ing Board is comprised of five members; eac h  elected to 
serve for a term of fou r  years, by the voters of the City of Leavenworth, Kansas. Elec­
tions a re held every two years with a lternating positions being voted u pon.  I n  the 
case of a vacancy, the rema i n i ng members sha l l  a ppoi nt a successor to serve out the 
term unti l the next ensuing c ity e lection (K.S.A. 13-2416). By reso lutio n  of the Boa rd, 
officers a re to be elected from its membersh i p  at the fi rst meeting in M ay of each 
year. The Govern ing Boa rd esta bl ishes, under Ka nsas Statutes, a l l  ru les and proce­
dures concern ing the Leavenworth Waterworks Board .  

The same statutes estab l ish the positions of Manager of Production and  Distribution 
and Manager of Col lections a nd Accounts. Persons in those positions serve at the d i­
rection of the Govern ing Board a nd ma nage the Waterworks Board 's da i ly operations. 
The Govern i ng Board a lso has a uthorization to a ppoi nt other positions such as Engi­
neer or Operations manager to supplement positions estab l ished by state statutes. 

B .  GOVER N M E NT-WIDE AN D FU N D  FI NANCIAL ACCOUNTI NG 

The government-wide financia l  statements (e.g. the statement of net position and the 
statement of activities) report a l l  i nformation on the activities of the Boa rd . 

The statement of activities demonstrates the degree to wh ich the d i rect expenses of 
a given fu nction or segment a re offset by program reven ues. D i rect expenses are 
those that a re clearly identifiab le with a specific fu nction or segment. Program reve­
nues inc lude (1) cha rges to customers who pu rchase, use, or d i rectly benefits from 
goods, services, or privi leges provided by a given function or segment and  (2) gra nts 
and contributions that a re restricted to meeting the operation or capita l requ i rements 
of a particu lar fu nction or segment. 

The Board on ly has one category of fu nd; a proprietary or business-type fund . 

Proprietary fu nds a re used to account for activities that are fi na nced a nd operated in 
a ma nner simi la r to private busi ness enterprises - where the stated intent is that the 
costs of provid i ng goods or services to the genera l  pu b l ic  on a contin u i ng basis be fi­
na nced or removed primari ly through user charges - of where period ic determ ination 
of revenues ea rned, expenses i ncurred,  and/or net income is deemed appropriate for 
capita l ma intenance, publ ic pol icy, management controls, accountab i l ity, or other pu r­
poses. Amou nts reported as progra m revenues i nc lude (1) charges to customers or 
appl ications for goods, services, or  privi leges provided, (2) operating gra nts and con­
tri butions and (3) capita l gra nts and contributions, i nc l ud ing specia l  assessments. I n­
terna l ly ded icated resources are reported as genera l  reven ues rather than as progra m 
revenues. 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FINANCIAL STATEMENTS 

NOTE 1. SUM MARY OF S IG N I F ICANT ACCOU NTING POLICI ES (Conti n ued) 

B. GOVERNM ENT-WIDE AN D FU ND FI NANCIAL ACCOU NTI NG (Continued) 

Proprieta ry funds d isti ngu ish operating revenues and expenses from nonoperating 
items. Operati ng revenues and expenses genera l ly resu lt from provid ing services, pro­
d ucing a nd del ivering goods in connection with the fu nd's pri nc ipa l  ongo i ng operation. 

C. M EASU REM ENT FOCUS, BASIS OF ACCOU NTI NG,  AN D BASIS OF PRESENTATION 

The government-wide/proprietary fund financia l  statements a re presented using the 
economic resou rces measurement focus and the accrua l  basis of accou nti ng. Reve­
n ues are recorded when ea rned and expenses a re recorded when a l iab i l ity is in­
cu rred, regard less of the timing of the re lated cash flows. G rants and simi lar items 
are recogn ized as revenue as soon as a l l  el igi b i l ity requ i rements imposed by the pro­
vider have been met. 

Th is system of accou nting is in compl iance with the a ppl icable laws of the state of 
Kansas. 

D. EQU ITY CLASSI FICATIONS 

Eq u ity is classified as net position and d isplayed in  th ree components: 

Net i nvestment i n  ca pita l  assets consists of capita l assets, inc lud ing any restricted 
capita l assets, net of accumulated depreciation ,  and red uced by the outstand ing bal­
ances of any bonds, mortgages, notes, or other borrowings that are attri butab le  to the 
acq u isition,  construction ,  or improvement of those assets. 

Restricted net position consists of net position with constra i nts placed on the use ei­
ther by externa l  groups, such as through debt covenants, gra ntors, contributors, or 
laws and regu lations of other governments, or  by law th rough constitutional  provi­
sions, or enab l ing legislation .  As of the yea r end i ng December 31, 2018, the Board 
d id  not have any restricted net position .  

U nrestricted net position does not meet the defin ition of restricted or "invested in cap­
ita l assets." The Boa rd has designated a portion of its unrestricted net position to be 
used for conti n u i ng education.  

E. STATEM ENT OF CASH FLOWS 

A statement of cash flows has been presented in accordance with Governmenta l  Ac­
counting Standards Boa rd Statement No.  9 for the proprietary fund . For purposes of the 
statement of cash flows, demand deposits and a l l  h igh ly l iqu id i nvestments ( i nc lud i ng 
restricted assets) with a maturity date of th ree months or less when purchased are con­
sidered cash equ iva lents. 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 1. SU MMARY OF SIG N I FICANT ACCOUNTING POLIC I ES (Contin ued) 

F. CASH AN D I NVESTM ENTS 

At December 3 1, 2018, the Board1s cash was deposited in demand accounts, certifi­
cates of deposits, a nd money market funds held by d ifferent fi nancia l  i nstitutions. 
The Boa rd records i nvestments in money market i nterests, i nc lud i ng certificates of 
deposit, at cost p lus any accrued i nterest. 

G .  PREPAI D ITEMS 

Prepa id ba lances a re for payments made by the Board i n  the cu rrent year to provide 
services occurri ng in the subsequent year. 

H. CAPITAL ASSETS 

I .  

T h e  Boa rd has amassed various capita l assets that a re bei ng ca pita l ized a n d  amor­
tized over the i r  usefu l l ives. Purchases are recorded at thei r  actua l  va l u e, estimated 
h istorica l cost based on appra isa ls, or deflated current replacement cost. Contributed 
cap ita l  assets a re reported at thei r  estimated fa i r  va lue at the time received. 

The cost of normal ma i ntenance and repa i rs that do not add to the va lue  of the asset 
or materia l ly extend the asset l ife a re not capita l ized . Improvements a re capita l ized 
and  depreciated over the rema in ing usefu l l ives of the related capita l  assets, as ap­
pl ica ble.  

Property, plant, and equ i pment are depreciated by the Board using the straight-l i ne 
method over the fol lowi ng estimated usefu l l ives: 

B u i ld i ng and plants 10 - 100 yea rs 
Water d istribution system 10-100 years 
Wel ls 20- 50 years 
Tools and eq u ipment 5-15 years 
Office furn itu re and eq u ipment 3 - 25 years 
Veh icles 3 - 5  years 
Computer system 3 - 5  years 

USE OF ESTIMATES 

The prepa ration of the financial  statements i n  conformity with accounting princi ples 
genera l ly accepted i n  the U n ited States of America requ i res ma nagement ma ke es­
timates a nd assumptions that affect the reported amounts of assets and l ia bi l ities 
a nd d isclosure of contingent assets and l iab i l ities at the date of the basic financia l  
statements and the reported amou nts of  reven ues and expenses d u ring the reporting 
period. Actual  resu lts could d iffer from those estimates. The most s ign ificant of 
these estimates are related to the depreciation of capita l assets. 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FINANCIAL STATEMENTS 

NOTE 1. SU MMARY OF SIGNI FICANT ACCOU NTI NG POLICI ES (Continued) 

J. REVEN U ES 

Bi l l i ngs for water revenues, a long with cha rges for City services, a re rendered month ly. 
U nder an agreement with the City of Leavenworth, Ka nsas, the Board b i l ls and col lects 
sewer and refuse charges from water customers as a pa rt of the i r  b i l l i ng procedures 
for the City. U nder the terms of th is agreement, a fee is charged to the City for said  
b i l l i ng and col lection services. Th is fee is  ca lcu lated on an a n n ua l  basis a nd col lected 
over the cou rse of the year. 

K. ACCOUNTS RECEIVABLE 

Accou nts receivable consist of accou nts d ue to the Board and u n bi l led reven ues. 
During the year, customer water meters a re read a nd b i l ls rendered th roughout the 
month ly periods. Because n ot every meter is read on the sam e  date, revenue for wa­
ter d istr ibuted but not yet b i l led is accrued at year end to match revenues with related 
expenses. 

The Board has adopted a pol icy to write-off d i rectly a l l  accounts that are 12-months 
overd ue. With the cu rrent softwa re ca pab i l ity, in management's op in ion, d i rect write­
offs a re an accurate method of determin ing the loss due to bad debts. Management 
considers al l  rema in ing accounts receivable to be col lecti ble. Accord i ngly, there is no 
a l lowance for doubtfu l accou nts factored into the presentation of accounts receiva ble. 

L. COM PENSATED ABSENCES 

Al l ful l-time employees a re granted 8 hours of vacation each m onth from the i r  fi rst 
year  th rough the i r  fifth year of service. The vacation a l lowance i ncreases to 10 hours 
per month at the begi n n i ng of a n  employee's sixth year of service. There is a 200 
hour maxim u m  accu mu lation at the end of any year with 100% vesti ng upon an  em­
ployees reti rement or death . 

Al l fu l l-time employees a re gra nted eight hours of sick leave a month with no maxi­
m u m  l im itation on accumu lation.  Upon reti rement or death , em ployees wi l l  be pa id 
for 40% of the i r  accum u lated, un used sick leave. 

As of Decem ber 31, 2018, the Board's l iab i l ity for accumu lated com pensated ab­
sences tota led$ 483,354. This ba lance is reported as accrued employee benefits on 
the statement ·of net position .  

M .  DEFERRED OUTFLOWS AN D I N FLOWS OF RESOU RCES 

I n  add ition to assets, the statement of net financia l  position wi l l  sometimes report a 
sepa rate section for deferred outflows of resou rces. Th is sepa rate fi nancia l statement 
element represents a consumption of net position that a ppl ies to futu re periods and 
wi l l  not be recognized as a n  outflow of resources (expense) u nti l then .  The Board has 
ca lcu lations related to its pension plan that qua l ify for reporti ng i n  th is category. 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 1. SUM MARY OF SIG N I F ICANT ACCOUNTI NG POLICI ES (Conti n ued) 

M .  DEFERRED OUTFLOWS AND I N FLOWS OF RESOU RCES (Conti n ued) 

In add ition to l ia bi l ities, the statement of net fi nancia l  position w i l l  sometimes report 
a separate section for deferred i nflows of resources. This separate fina ncial  state­
ment element represents an  acqu isition of net position that a ppl ies to futu re periods 
and wi l l  not be recogn ized as an inflow of resources ( revenue) unt i l  that time. The 
Board has ca lcu lations related to its pension plan that q ua l ify for reporting i n  th is 
category. 

N .  I NVENTORY 

I nventories consisting of materia ls and suppl ies a re va l ued at the lower of cost or 
ma rket. Cost is determined usi ng the fi rst-in, fi rst-out (F IFO) basis. 

0. CAPITAL CONTRIBUTIONS 

Contri butions i n  a id  to construction were not capita l ized prior to the yea r ended 
Apri l 30, 1975. It was the opin ion of management that the amounts by which the fi­
nancial  statements might change, if these items were i ncl uded, were n ot materia l  to 
the fina ncia l statements .  

P .  BUDGETS 

The Boa rd is not su bject to statutory budget requ i rements. Accord ingly, budgetary 
comparison schedu les have not been incl uded with as requ i red supplementa ry in­
formation .  The Board is not lega l ly req u i red to estab l ish a budget; however, for moni­
toring purposes, the Boa rd creates and uti l izes operating budgets for operations 
control and compl ia nce with debt service req u i rements. 

NOTE 2 .  R ISK MANAG EM ENT 

The Boa rd is exposed to va rious risks of losses re lated to tortes; theft of, damage to, a nd 
destruction of assets; errors and omissions; i nju ries to employees; and natu ra l d isasters. 
The Boa rd has pu rchased commercial  insurance to offset these certa in  risks. The Boa rd 
reviews insurance coverage annua l ly to determi ne that i nsurance pol ic ies in effect are 
appropriate and written with i nsurance compan ies authorized to transact business in the 
state of Kansas. The Boa rd has i nsurance coverage for property, fi re, a nd theft. 

NOTE 3.  FI DELITY BON DS 

Fidel ity bonds of e lective a nd appointed officia ls were in  effect on December 31,  2018. 
These bonds met statutory req u i rements and were approved by the Boa rd . 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 4. COM PLIANCE WITH KANSAS STATUTES 

Management is not aware of any statutory violations for the period under a ud it. 

NOTE 5. CASH AN D I NVESTM ENTS 

The designation of depositories for pu bl ic fu nds is deta i led with i n  K.S.A 9-1401. Th is 
statute states the Govern ing Board sha l l  designate by officia l action the financia l  i nstitu­
tions wh ich wi l l  serve as depositories of fu nds. The statute a lso deta i ls for a ba n k, sav­
i ngs a nd loan  association, and/or savi ngs ba n k  to be el igible to hold the Board1s funds, 
there must be a ma in  or branch office with i n  the county i n  wh ich the Board is located, or  
i n  an  adjo in i ng county i f  such institution has been designated as  an  official d epository. 
The depository ban k  is requ i red to provide an accepta ble rate of return on deposited 
fu nds a nd a lso requ i red to secu re, pledge col latera l, for the funds deposited in excess of 
the Federa l  FDIC coverage. 

I nvestment of publ ic  moneys is a lso subject to K.S.A. 12-1675 which l imits the Boa rd1s 
i nvestment of id le funds in certa in  types of accounts. Al lowable i nvestments incl ude 
temporary notes or no-fund wa rrants; saving deposits, dema nd deposits, t ime deposits, 
open accounts and certificates of deposits with a l lowa ble financia l  institutions with ma­
turities of not more than two years; in repurchase agreements; in d i rect ob l igations of 
or ob l igations that a re i nsured as to pr incipal  and i nterest for the U n ited States or any 
agency thereof (not inc lud ing mortgage-backed securities) but not exceed i ng two years; 
and  i n  the Kansas M un ic ipa l  I nvestment Pool establ ished i n  K.S.A. 12-1677a. 

At December 31, 2018, the Board's carrying amount of cash and investments ( inc lud ing 
money market accounts and certificates of deposit tota led $8, 782,873. The ban k  bal­
a nce of $8,919,001 was held by five d ifferent financia l  i nstitutions resu lting in a concen­
tration of cred it risk. 

Custod ia l  Cred it Risk - Deposits 

Custod ia l  cred it risk is the risk that in the event of ba nk  fa i l u re, the Board's deposits may 
not be returned to it. State statutes requ i re that the Boa rd fu nds deposited i n  financia l 
i nstitutions be entirely covered by federa l  depositor i nsurance or by col latera l held under 
a jo int custody recei pt issued by a ban k  with i n  the State of Kansas, the Federa l  Reserve 
Ba n k  of Kansas City, or the Federa l  Home Loan Ban k  of Topeka. As of December 31,  
2018, a l l  of the Boa rd's deposits with financia l  institutions were fu l ly i nsured or col lat­
era l ized by secu rities held i n  the Boa rd's name. 
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LEAVENWORTH WATERWORKS BOARD 

NOTES TO FINANCIAL STATEMENTS 

NOTE 5 .  CASH AND INVESTM ENTS (Contin ued) 

Conce ntration of Cred it Risk 

State statutes place no l im its on the amount the Boa rd may invest/entrust in any one is­
suer as long as the i nvestments a re adequately secured under K.S.A. 9-1402 a nd 9-

1405. The Board's a l location of investments as of December 31,  2018, a re as fo l lows: 

Investment Type 

Certificates of deposit 
Exchange Bank & Trust 
Mutua l Savings Association 
Citizens Savings & Loan Assoc. 
Commerce Bank 
Country Club Bank 

Kansas Municipal Investment Pool 

Rating 

Not Avai lable 
Not Avai lable 
Not Avai lab le 
Not Avai lable 
Not Avai lable 

S&P AAAf/S1 + 

Percentage 

5.7% 
11.0% 
15.8% 
9.7% 

33.9% 
23.9% 

At December 31, 2018, the Boa rd had funds tota l i ng $2,540,416 i nvested i n  the Ka nsas 
M u nic ipa l  Investment Poo l .  The mun ici pa l  i nvestment pool is u nder  the oversight of the 
Pooled Money Investment Board . The Kansas M u n ic ipa l  i nvestment Pool Board is com­
prised of the State Treasu rer and four  additional members appoi nted by the Governor of 
Kansas. The Kansas M u n ic ipa l  i nvestment Pool Board reports an nua l ly to the Ka nsas 
legislatu re. State pooled moneys may be invested in d i rect obl igations of, or obl igations 
that a re insured as to princ ipa l  and interest by the U .S. Govern ment or any agency there­
of, with maturities u p  to fou r  years. No more than ten percent (10%) of those funds may 
be invested in mortgage-backed securities. In addition, the State pool may invest in re­
purchase agreements with Kansas ban ks or with primary government secu rities dealers. 

Custod ia l  Cred it Risk - I nvestments 

Custod ia l  credit risk for i nvestments is the risk that in the event of the fa i l u re of the issuer 
or cou nterpa rty, the Board wou ld  not be able to recover the va l ue of its i nvestments or col­
latera l securities that a re in the possession of an  outside party. State statutes req u i re i n­
vestments to be adequately secu red . 

At December 31, 2018, the Boa rd had the fo l lowing i nvestments and matu rities, i nc lud­
ing certificates of deposits. 

Investment Type 

Certificates of deposit 
Exchange Bank & Trust 
Mutual Savings Association 
Citizens Savings & Loan Assoc. 
Commerce Bank 
Country Club Bank 

Kansas Municipal  Investment Pool 

Tota l 

20 

Fai r  
Va lue 

603,442 
1,167,638 
1,685,743 
1,037 ,526 
3,609,836 
2,540,416 

10,644,601 

Investment Maturities in 
Less Than 1 1 - 5 

603,442 
1, 167,638 
1,059,086 

515,932 
2,386,030 
2,540,416 

8,272,544 

626,657 
521,594 

1,223,806 

2,372,057 



LEAVENWORTH WATERWOR KS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6. DEFI N ED BEN EFIT PENSION PLAN 

The Board participates in a cost sharing mu ltiple-employer defined benefit pension pla n 
(Pension Pla n) ,  as defi ned i n  Governmenta l Accou nting Standards Board (GASS) State­
ment No.  67, Financial Reporting for Pension Plans. The Pension Plan is admin istered by 
the Kansas Publ ic Employees Reti rement System ( KPERS), a body corporate and i nstru­
menta l ity of the state of Kansas. KPERS provides benefit provis ions to the fo l lowing 
statewide pension groups u nder one plan, as provided by K.S.A. 7 4, Artic le 49: 

• Publ ic  employees i nc lude: 
State/School employees 
Loca l Employees 

• Pol i ce a nd Fi remen 
• J udges 

Substantia l ly  a l l  publ ic employees i n  Ka nsas are covered by the Pension Pla n .  The state 
of Kansas and  Kansas schools are requ i red to pa rtici pate, wh i le  partic ipation  by loca l po­
l itica l subd ivis ions is optiona l ,  but i rrevocable once elected .  

Those employees partic ipating in  the Pension Plan for the Board a re i nc luded in  the loca l 
employee's group. 

Pension Plan Ava i labi l ity 

KPERS issues a stand-alone comprehensive annua l  fi nancia l  report, which is ava i lable on 
the KPERS website of http://www. kpers.org. 

Benefits 

Benefits a re establ ished by statute and may on ly be changed by the Legislatu re. Mem­
bers with i n  the Loca l Employees group with ten or more yea rs of cred ited service, may re­
ti re as early as age 55, with an actuaria l ly red uced month ly benefit. Normal retirement is 
at age 65, age 62 with ten years of credited services, or whenever a member's combined 
age and years of service equal  85. There are d ifferent retreatment benefits for Pol ice 
and Fi remen. As the Board does not have any such employees, the deta i ls of those plans 
are not d isclosed with i n  this report but are ava i lable i n  the KPERS stand-a lone report. 

Month ly reti rement benefits are based on a statutory formu la that inc ludes final  average 
salary and yea rs of service. When end i ng employment, members may withdrawa l the i r  
contributions from thei r  i nd iv idua l  accounts, inc lud ing i nterest. Members who withdraw 
the i r  accumulated contributions lose all rights of privi leges of membersh ip. For a l l  pen­
sion coverage groups, the accumulated contributions and i nterest are deposited i nto a nd 
d isbursed from the membersh i p  accumulated reserve fu nd as establ ished by K.S.A. 7 4-
4922. 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6 .  DEFI N ED BENEFIT PENSION PLAN (Continued) 

Benefits (Conti nued) 

Members choose one of seven payment options for the i r  month ly reti rem ent benefits. At 
reti rement, a member may receive a l ump-sum payment of u p  to 50% of the actua ria l 
present va lue of the member's l ifetime benefit. H is or her month ly reti rem e nt benefit is 
then permanently reduced based on the amount of the l ump sum.  

Benefit increases, inc lud ing ad hoc post-reti rement benefit increases, m ust be passed 
i nto law by the Ka nsas Legislature. Benefit increases are under the a uthor ity of the 
Legislatu re a nd the Governor of the state of Ka nsas. 

The 2012 Legislatu re made changes affecting new h i res, cu rrent members, and employ­
ers. A new KPERS 3 cash ba lance reti rement plan for new h i res starti ng J a n uary 1, 2015, 
was created . Normal reti rement age for KPERS 3 is 65 with 5 years of service or 60 with 
30 years of service. Early reti rement is ava i lab le at age 55 with 10 years of service, with 
a red uced benefit. Month ly benefit options are an annu ity benefit based on the account 
ba lance at reti rement. 

For a l l  pension coverage grou ps, the reti rement benefits a re d isbu rsed from the retire­
ment benefit payment reserve fu nd as esta bl ished by K.S.A. 7 4.4922.  

Contri butions 

Member contri butions a re establ ished by state law, and a re pa id by the employee ac­
cord i ng to the provisions of Section 4 14(h) of the I nterna l Revenue Code.  State law 
provides that the employer contribution rate be determ ined based on the resu lts of an 
a n nual  actua rial  va l uation for each of the three state wide pension groups. The contribu­
tions and assets of a l l  groups a re deposited in  the Kansas Publ ic Employees Reti rement 
Fund esta bl ished by K.S.A. 7 4-4921. Al l of the retirement systems a re funded on an ac­
tuaria l  reserve basis. 

For fisca l yea rs begi n n ing in 1995, Kansas legis lation estab l ished statutory l im its on in­
creases in contribution rates for KPERS employers, wh ich includes the state and school 
employers. Annua l  i ncreases in  the employer contribution rates related to subsequent 
benefit enhancements a re not subject to these l im itations. The statutory cap increase 
over the prior yea r contri bution rate is 1.2% of tota l payro l l .  

The actuaria l ly determined employer contri bution rates and the statutory contrib ution 
rates for loca l employees is 8.39%. Member contribution rates as a percentage of el igi­
ble com pensation in fisca l year 2018 a re 6.00% for pub l ic employees. 

22 



LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6 .  DEFI N ED BENEFIT PENSION PLAN (Contin ued) 

Employer and Nonemployer Al locations 

Although KPERS admin isters one cost sha ri ng mu ltiple-employer d efi ned benefit pension 
plan, separate (su b) actuaria l va l uations are prepared to determine the actuaria l deter­
mined contribution rate by group.  

Fol lowing th is method,  the measurement of the col lective net pension l ia bi l ity, deferred 
outflows of resou rces, deferred i nflows of resou rces, a nd pension expense a re deter­
mi ned separate ly for each of the fol lowi ng grou ps of the p lan:  

• State 
• School 
• Loca l 
• Pol ice and Fi remen 
• J udges 

To fac i l itate the separate (su b) actua ria l va l uations, the Pension Plan ma inta ins separate 
accou nts to identify add itions, deductions, a nd fiduciary net positions a pp l ica ble to each 
group.  The a l location percentages presented for each group i n  the schedu le  of employer 
and nonemployer a l l ocations are appl ied to amou nts presented in the schedu les of pen­
sion amou nts by employer and nonemployer. 

The a l location percentages for each group as of J u ne 30, 2018, a re based on the ratio of 
each employer's contributions to tota l employer and nonemployer contributions of the 
group for the fisca l yea r ended June 30, 2018. The contr ibutions used exclude contribu­
tions made for prior service, excess benefits, and i rregu lar  payments. The employer a l lo­
cation percentages have been rounded for presentation purposes. Therefore, use of 
these percentages to reca lcu late ind ividual  employer amounts presented i n  the sched­
u les of pension amou nts by employer and nonemployer may resu lt in immateria l  d iffer­
ences due to rou ndi ng. 

The contributions used for determin ing a l location percentages for the state/school  group ex­
c lude the $56 mi l l ion tra nsfer from the State Genera l Fund to KPERS on J u ne 30, 2018.  
Th is  transfer was made per  cond itions set forth i n  House Su bstitute for Senate B i l l  No. 109, 
Section 4 7(d ) . Please reference the ta ble on page 94 of the Kansas Publ ic  Employees Re­
ti rement System Cost-Sharing M u lti ple Employer Defined Benefit Pension Plan Schedu les of 
Employer and Nonemployer Al locations, Supplemental Schedule of Nonemployer Contribu­

tions - State/School Group (unaudited). 

At June 30, 2018, the Board's proportion was 0.117802%. 
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LEAVENWORTH WATERWOR KS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6. DEFI N ED BENEFIT PENSION PLAN (Continued) 

Actuar ia l  Assu mptions 

The tota l pension l ia bi l ity was determined by an actuar ia l  va luation as of December 31,  
2017, wh ich was ro l led forward to June 30, 2018, us ing the fol lowi ng actu a ria l  assu m p­
tions, app l ied to a l l  periods i ncl uded i n  the measurement: 

Assumptions 

Actua r ia l  Cost Method 
I nflation 
Sa lary I ncrease 

I nvestment Rate of Return 

Rate 

Entry age normal 
2 .  75 percent 
3 .50 to 12.00 percent, 

i nc lud ing price i nflation 
7.75 percent compounded annua l ly, 

net of i nvestment expense, 
i nclud ing price i nflation 

Morta l ity rates were based on the RP 2014 Morta l ity Ta bles, with age setbacks a nd age 
set forwa rds as wel l  as other adjustments based on d ifferent membersh ip  groups. Fu­
tu re morta l ity improvements are anticipated usi ng Sca le M P-2016. 

The actuaria l  assum ptions used i n  the Decem ber 3 1, 2017, va l uation were based on 
the resu lts of an  actua ria l experience study conducted for the period Janua ry 1, 2013 
th rough Decem ber 31, 2015. The experience study is dated November 18, 2016. 

The long-term expected rate of return on pension plan i nvestments was determ ined usi ng a 
bu i ld ing block method i n  which best esti mate ra nges of expected future rea l rates of retu rn 
(expected returns, net of pension plan i nvestment expense and i nflation)  a re developed for 
each major asset class. These ranges a re combined to prod uce the long-term expected 
rate of retu rn by weighting the expected future rea l  rates of retu rn by the ta rget asset a l lo­
cation percentage. Best esti mates of arithmetic rea l rates of retu rn for each major asset 
class as of the more recent experience study, dated November 18, 2016, as provided by 
KPERS' i nvestment consu ltant, a re summarized in the fo l lowing table: 

Asset Class 

G loba l  Eq u ity 
Fixed I ncome 
Yie ld Driven 
Real Return 
Real Estate 
Alternatives 
Short-Term I nvestments 

Tota l 
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Long-Term 
Target Al location 

47.00% 
13 .00% 

8.00% 
11.00% 
11.00% 

8.00% 
2 .00% 

100.00% 

Long-Term 
Expected 
Rea l Rate 
of Return 

6.85% 
1.25% 
6.55% 
1.71% 
5.05% 
9.85% 

(0.25)% 



LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6.  D EFI N ED BEN EFIT PENSION PLAN (Continued) 

D iscount Rate 

The d iscount rate used to measu re the tota l pension l iab i l ity was 7.75 percent. The pro­
jection of cash flows used to determine the d iscount rate was based o n  member and 
employer contri butions .  I n  KPERS, the State/School and Loca l grou ps d o  not necessari ly 
contribute the fu l l  actuaria l determ i ned rate. Based on legislation fi rst passed in  1993 
and  subseq uent legislation,  the employer contribution rates certified by the Board may 
not increase by more than that statutory cap .  

I n  recent years, the Legislatu re has made severa l changes to statutory rates that deviate 
from the sched ule contribution increases set under the caps estab l ished i n  2012 for the 
State/School group. U nder 2015 SB 4, the previously certified State/School statutory 
rate for fisca l year 2015 of 11.27 percent was reduced to 8.65 percent for the last ha lf 
of the fisca l year as part of the Governor's a l lotment. The same session,  SB 228 recerti­
fied statutory rates for the State/School group to 10.91 percent for fisca l year 2017 and 
10.81 percent for fisca l yea r 2017 in  antici pation of the issuance of $ 1  b i l l ion in pension 
obl igation bonds. Legislation in the 2016 session (SB 161) provided for the delay of 
u p  to $ 100 m i l l ion in  State and School contributions to the Pension P lan .  Legislation 
passed by the 2017 Legis lature removed the repayment provisions inc luded in SB 161. 

In addition ,  2017 Senate Sub for Sub  HB 2052 delayed $64.1 m i l l ion in fisca l year 2017 
State/School contri butions, to be repa id over 20 years in level do l lar  i nsta l l ments. The fi rst 
year payment of $6.4 m i l l ion was pa id i n  fu l l  at the beginn ing of fisca l yea r  2018, and ap­
propriations for fisca l year 2018 were made at the statutory contri bution rate of 12.01 
percent for the State/School grou p. Add itional  legislation i n  the 2017 Session (S Sub for 
H B  2002) provided for a red uction of $ 194 m i l l ion from the previously certified contribu­
tion rate of 13.21 percent in the State/School contributions for fisca l yea r 2019.  Like the 
fisca l year 2017 red uction,  it is to be pa id back over a 20 yea r period begi nn ing in fisca l 
yea r  2020. Therefore, both red uctions wi l l  be accounted for as long-term receivables by 
the Pension Plan .  The 2018 Legislature passed House Sub for Sen B i l l  109, that provided 
add itiona l fu nds for the school grou p of $56 m i l l ion in fisca l year 2018 a nd $ 138 m i l l ion in  
fiscal year 2019. 

Based on employer contribution h istory as descri bed a bove, it is a reasona ble estimate 
that the State/School grou p's contribution rate may not be certified at the statutory rate. 
It has been assu med that contri bution rates wi l l  be made with in the sam e  range as have 
been seen i n  the past few years between 11 to 12 percent. Using th is assumption actu­
a ria l  model i ng i nd icates that employer contri bution rates for the State/School group a re 
sufficient to avoid a depletion date. 

The loca l Kansas Pol ice, Fi remen,  a nd J udges groups a re contributi ng at the fu l l  actuaria l 
contribution rate. 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6. DEFI N ED BEN EFIT PENSION PLAN (Continued) 

Sensitivity of the Net Pension Liabi l ity 

The fol lowing table presents the net pension l iabi l ity of the Pension Plan as of J u ne 30, 
2018, ca lcu lated us i ng the d iscount rate of 7.75 percent, as wel l  as what the Pension 
Pla n's net pension l iab i l ity wou ld  be if it were ca lculated using a d iscount rate that is 1 
percentage point lower (6.75 percent) or 1 percentage point h igher (8.75 percent) than  
the cu rrent rate: 

1 % Decrease 
(6.75%) 

2 ,408, 104 

Discount Rate 
(7.75%) 

1,641,912 

Deferred Outflows a nd I nflows of Resources 

1 % I ncrease 
(8.75%) 

994,411 

The ba la nces of deferred outflows and inflows of resou rces to be recogn ized in  future 
pension expense consist of the fol lowing: 

Deferred Outflows of Resou rces 

Difference between expected 
and actua l  experience 

Net d ifference between projected 
and actua l  ea rn i ngs on pension 
plan investments 

Cha nges i n  assumptions 
Changes in proportion 
Contri butions subsequent to the 

measurement date 

Tota l 

Deferred Inflows of Resources 

Differences between expected 
and actua l  experience 

Changes in ass u m ptions 
Changes i n  proportion 

Tota l 

Net deferred outflows ( i nflows) of resources 
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5,928 

38,409 
71, 102 

105,855 

80,253 

301,547 

46,524 
7,907 

45,706 

100, 137 

201,410 



LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 6. D EFI N ED BEN EFIT PENSION PLAN (Continued) 

Deferred Outflows and I nflows of Resources (Continued) 

An a mount of $80,253 reported as deferred outflows of resou rces related to pensions 
resu lti ng from the Board's contri butions su bseq uent to the measurement date w i l l  be 
recogn ized with in  the ba lance for the yea r end ing December 3 1, 2019. 

Net deferred outflows ( i nflows) of resources by year to be recogn ized in  futu re pension 
expenses a re as fo l lows: 

Year End ing 
December 3 1, 

2019 
2020 
202 1 
2022 
2023 

Tota l 

Pension Expense 

N et deferred 
outflows ( i nflows) 

of resou rces 

149,823 
44,479 

(15,066) 
17, 159 

5,015 

201,410 

For the yea r ended December 3 1, 2018, the Boa rd recogn ized pension expense of 
$ 168,039. This figure incl udes the changes i n  the col lective net pension l ia bi l ity, pro­
jected ea rn ings on pension plan investments, and the amortization of deferred outflows 
and deferred i nflows of resources for the current period . 

NOTE 7. ACCRU ED SLU DG E REMOVAL AN D WELL TREATEM ENT EXPENSE 

Accrued S ludge Remova l 

Water is softened at both water treatment p lans to remove ca rbonate hardness a nd or­
gan ics from the water. The by-prod uct of the treatment process is l ime s ludge, wh ich is 
la rgely the chemical  eq u iva lent of l i mestone and water. Since 1948, l i me sludge gener­
ated at the North P lant has been d ischarged d i rectly i nto the M issouri River at a point 
j ust east of the treatment p lant. 

Lime s ludge generated by the South Plant is tem pora ri ly stored in fou r  lagoons (ponds) 
near the pla nt. When each lagoon is fi l led , and fo l lowing a period of settlement a nd d ry­
i ng, the s ludge is excavated from the fi l led lagoons and transported period ica l ly to nearby 
agricu ltu ra l land where it is a ppl ied as a soi l  a mendment to promote commercia l crop 
prod uction .  
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEMENTS 

NOTE 7. ACCRU ED SLU DG E  REMOVAL AN D WELL TREATEM ENT EXPENSE (Conti n ued)  

NOTE 8.  

To provide for these costs and cha rge current operations, the Board has establ ished an  
accrued expense l iabi l ity entitled Accrued S ludge Remova l .  The Boa rd bel ieves th is 
a mou nt is reasonable for future s ludge remova l costs. 

At December 31, 2018, the accrued sludge remova l  expenses tota led $ 198,485. 

Wel l  Treatment Expenses 

At December 31, 2018, accrued wel l  treatment expenses were $ 196,305. 

CAPITAL ASSETS 

Ca pita l  asset activity for the yea r ended December 31, 2018, was as fol l ows: 

Ba lance Balance 

January 1, Decem ber 31, 
2018 Increases Decreases 2018 

Capita l assets, not being depreciated 

Real estate 810,616 810,616 
Construction in progress 2,037,006 1,966,386 (2,7 40,692) 1,262,700 
Other assets 44,105 467,931 512,036 

Total ca pita l assets, 

not being depreciated 2,891,727 2,434,317 (2,7 40,692) 2,585,352 

Capital assets, being depreciated 

Admin istrative 

Office bui ld ing 586,072 586,072 
Furniture and equipment 119,603 119,603 
Office computer system 574,426 574,426 
Adm i n istrative car 21,101 21,101 

Distribution 

System 25,853,111 2,977,749 28,830,860 
Center 614,789 614,789 
Booster station 228,093 228,093 
Pi lot Knob Cottage 49,696 8,265 57,961 
Tools and equ ipment 1,146,803 26,314 1,173,117 
Trucks 283,032 26,368 (12,531) 296,869 
Furnitu re and equipment 2,420 2,420 
Computer system 2,237 2,237 
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 8. CAPITAL ASSETS (Cont i n ued) 

Balance Ba lance 

January 1, December 31, 
2018 I ncreases Decreases 2018 

Capita l assets, being d epreciated 

(Continued) 

North Plant 

Bu i ld i ngs and equ ipment 4,499,885 3,779 4,503,664 
Soften ing equ i pment 576,947 2,580 579,527 
I ntake bu i ld ing 1,253,600 81,818 (50) 1,335,368 
Computer system 737,015 50 737,065 
Tools a n d  equ i pment 101,638 101,638 
Trucks 22,732 22,732 
Furniture and eq u i pm ent 3,891 3,891 
Purification 2,897,112 15,181 2 ,912,293 

South Plant 

Bu i ld ings a n d  equ i pment 7,381,169 10,617 7 ,391,786 
Lagoons 294,848 2 ,545 297,393 
Wel ls 1,819,287 1,819 ,287 
Computer system 451,009 1,498 452,507 
Tools and equ ipment 94,553 94,553 
Trucks 46,872 46,872 
Fu rniture and equ i pm ent 8,033 8,033 
Purification 2,464,946 2 ,464,946 
Pum ping 123,563 123,563 
Soften ing equi pment 143,170 143,170 

Hwy 5 Bu i ld i ng a n d  equ ipment 8,050 8,050 

Total capita l assets, 

being depreciated 52,409,703 3 ,156,764 (12,581) 55,553,886 

Less accu m ulated d ep reciation for: 

Adm i n istrative 

Office bu i ld ing 519,994 7 ,867 527,861 
Fu rn iture and equ i pm ent 103,262 3,677 106,939 
Office com puter system 523,313 17,206 540,519 
Ad min istrative ca r 14,419 4,220 18,639 

Distribution 

System 6,089,610 420,059 6,509,669 
Center 515,924 10,545 526,469 
Booster station 195,292 5 ,429 200,721 
Pi lot Knob Cottage 45,995 1,457 47,452 
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NOTE 8. CAPITAL ASSETS (Continued) 
Balance Bala nce 

Jan uary 1, December 31, 
2018 Increases Decreases 2018 

Distribution (Continued) 

Tools and equ ipment 662,664 76,411 739,075 
Trucks 223,374 19,345 (12,531) 230,188 
Fu rn itu re a nd eq ui pment 2,463 2,463 
Com puter system 2,226 11 2,237 

North Plant 

Bu i ld ings and equ i pment 2,885,341 153,485 3,038,826 
Soften ing equipment 392,418 13,519 405,937 
Intake bu i ld ing 985,832 34,863 1,020,695 
Com puter system 378,323 44,821 423,144 
Tools and equipment 77,096 6,474 83,570 
Trucks 18,673 3,247 21,920 
Furn iture and equ ipment 2,673 236 2,909 
Purification 1,696,232 89,423 1,785,655 

South Pla nt 

Bu i ld ings and equ ipment 4,508,428 174,506 4,682,934 
Lagoons 202,330 4,454 206,784 
Wel ls 1,431,365 63,939 1,495,304 
Com puter system 91,689 44,749 136,438 
Tools and equ ipment 51,110 6,202 57,312 
Trucks 46,872 46,872 
Fu rn itu re a nd equi pment 8,033 8,033 
Purification 1,391,845 76,783 1,468,628 
Pum pi ng 91,538 2,120 93,658 
Soften ing equ ipment 85,447 7,680 93, 127 

Hwy 5 Bu i ld ing and equ ipment 5,367 1,150 6,517 

Tota l accumulated depreciation 23,249,148 1,293,878 (12,531) 24,530,495 

Total capita l assets, being 

depreciated , net 29,160,555 1,862,886 (50) 31,023,391 

Tota l cap ita l assets, net 32,052,282 4,297,203 (2,740,742) 33,608,743 

NOTE 9. COM M ITM ENTS 

The Board has entered into various contracts for i nfrastructu re improvements. As of the 
year end i ng December 3 1, 2018, the balance of these com mitments tota l 1.25 m i l l ion .  
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO FI NANCIAL STATEM ENTS 

NOTE 10. SU BSEQU ENT EVENTS 

In March 2018, the Board i n itiated the process of obta i n i ng a loa n for the pu rpose of con­
structing a Horizonta l  Col lector Wel l .  The loan was procured th rou gh the Kansas Publ ic  
Water Supply Loan Fund through the Kansas Depa rtment of Hea lth a nd Envi ronment. 
Whi le i n itiated in 2018, the loan was not final ized unti l January 11,  2019. 

The tota l projectjloan amount is $6,900,000. The prel i m i nary cost brea kdown was as 
fo l lows: 

Construction costs 
Engineering costs 
Loa n issuance costs 

Tota l 

5,750,000 
975,000 
175,000 

6,900,000 

If fu l ly funded, the loan wi l l  req u i re annua l  debt service payments of $435,610 per yea r 
with a stated i nterest rate of 2 .38%. Repayment of the loan wi l l  sta rt one year after the 
completion of the project, or two years after the fi rst d raw down . To date, fu nds have not 
been d isbu rsed on th is loan  so payment due dates and the payoff date a re unava i lable at 
th is time. 

I n  prepa ri ng the financial  statements, the Board has eva luated events and  transactions for 
potentia l recogn ition or d isclosure through May 10, 2019, the date the fina ncial  state­
ments were ava i lable to be issued. 
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REQ U I RED SUPPLEMENTARY I N FORMATION 



w 
I'\) 

Fiscal Year 
Ending 

December 3 1, 2015 
December 3 1, 2016 
December 31, 2017 
December 3 1, 2018 

LEAVENWORTH WATERWORKS BOARD 
SCHEDULE OF E M PLOYER1S REQU IRED CONTRI BUTIONS 

YEAR ENDED DECEM B ER 3 1, 2018 

Contributions 

in  Relation to 
Actuaria l ly the Statutori ly Contribution 

Determined Requ i red Deficiency 
Contribution Contribution ( Excess) 

(a) (b) (a-b) 

174,467 174,467 
182,023 182,023 
170,367 170,367 
177,636 177,636 

Covered 
Payrol l  

(d )  

1,867,358 
1,929,999 
2 ,084,524 
2 ,184,946 

Data became avai lab le with the inception of GASB 68 during 2015.  Ten years worth of data is unava i lab le 
at th is time. 

Contributions 
as a 

Percentage 
of Covered 

Payrol l  
(b/d) 

9 .34% 
9.43% 
8.17% 
8.13% 



w 
w 

LEAVENWORTH WATERWORKS BOARD 
SCH EDULE OF EMPLOYER'S PROPORTIONATE SHARE OF TH E N ET PENSION LIABI LITY 

YEAR ENDED DECEM BER 3 1, 2018 

2018 2017 2016 

Proportionate sha re of the net pension l iab i l ity 0. 117% 0.109% 0.114% 

Proportionate share of the net pension l iab i l ity 1,641,912 1,577 ,643 1,760,411 

Covered-employee payrol l  2 ,184,946 2 ,084,524 1,929,999 

Proportional share of the net pension l iab i l ity 
as a percentage of covered payrol l  75.15% 75.68% 9 1.2 1% 

Plan fiduciary net position as a percentage of the 
total pension l iab i l ity 68.88% 67 .12% 65. 10% 

2015 

0.114% 

1,498,026 

1,867,358 

80.22% 

64.95% 



OTHER SUPPLEM ENTARY I N FORMATION 



LEAVENWORTH WATERWORKS BOARD 
SCH EDULE OF OPERATING EXPENSES 

YEAR ENDED DECEM BER 31,  2018 

Production Ad m i n-

North Plant South Plant D istri bution istration Tota l 
Pumping expenses 

I nstru mentation and 
contro l 23,574 3,765 27,339 

Repa i rs 58, 141 66, 192 124,333 

Tota l pumping expenses 81,715 69,957 151,672 

Pu rification expenses 
Chemica ls 114,614 127,367 241,981 
Other expenses 24,209 17,502 41,711 
Repa i rs 17,774 19,650 37,424 
Water ana lysis 16,001 16,929 32,930 

Tota l pu rification expenses 172,598 181,448 354,046 

Soften ing expenses 
Chemica ls 182, 188 274, 139 456,327 
Repai rs 11, 194 39,985 51, 179 
Sludge remova l - lagoons 132,000 132,000 

Tota l soften ing expenses 193,382 446, 124 639,506 

General operati ng expenses 
Sa laries 448,208 438,02 1 607,038 366,217 1,859,484 
Payrol l  expenses 131,599 163,794 201,374 120, 126 616,893 
Office expenses 765 650 339 79,537 81,291 
Com puter expenses 104 2 ,900 100,263 103,267 
Repa i rs 32,213 45,951 411,938 53,047 543, 149 
Truck a n d  eq u i pment expense 132 520 44,957 45,609 
I nsura nce 43,3 13 43 , 190 43 ,200 19 ,423 149, 126 
Uti l ities 222, 103 291,216 32,327 20,773 566,419 
Tra in ing, dues, and 

subscriptions 19,539 11,230 14,476 29,920 75, 165 
Professional  fees 2,463 2,463 
Bu i ld i ng mai ntenance and 

suppl ies 1,659 1,689 14,475 17,823 
Sma l l  tools and eq u ipment 1,822 2 , 184 8,588 12,594 
Un iforms 2,296 1,379 6,916 10,591 
Terminated service 19,261 19,261 
Materials 2,254 2,254 
Travel 464 2,287 392 107 3,250 
Other 1,687 10, 169 41,842 3,985 57,683 

Tota l genera l  operating 
expenses 905,800 1,012,384 1,452,277 795,861 4, 166,322 

Tota l operati ng expenses 1,353,495 1,709,913 1,452,277 795,861 5,311,546 
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LEAVENWORTH WATERWORKS BOARD 
SCH EDULE OF I NVESTM ENTS 

FOR TH E YEAR END ING DECEM BER 31, 2018 

Ba la nce N et 
12/31/17 Add itions 

Certificates of Deposit 8,059,353 44,832 

Kansas M u n icipal  I nvestment Pool 2, 192,909 347,507 

Accrued I nterest 24,300 7,557 

Tota l 10,276,562 399,896 
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12/31/18 

8, 104, 185 
2,540,416 
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LEAVENWORTH WATERWOR KS BOARD 
BU DG ETARY COM PARISON SCH EDULE 

YEAR ENDED DECEM BER 3 1, 2018 

Origina l  and Variance 
Fi na l  Positive 

Budget Actua l  (Negative) 
R EVENUES 

Cha rges for services 
Water sa les 8,277,200 8,019,643 (257,557) 
City services b i l l i ng fees 283 , 135 283,718 583 
Other 96,000 85,919 ( 10,081) 
Plu m bing su pply sa les (725) 725 

I nterest reven u e  90,000 99,895 9,895 
Sa I e of assets (1,000) 1,000 
M iscel la neous 21,060 37,888 16,828 

Total revenues 8,765,670 8,527,063 (238,607) 

EXPENDITU R ES 
Water prod uction 

Pumping 628,380 151,672 476,708 
Purification 341,570 354,046 ( 12,476) 
Water soften ing 656,700 639,506 17, 194 
Genera l  pla nt expense 1,501,250 1,918, 184 (416,934) 
Depreciation 726, 175 727,652 ( 1,4 77) 

Tota l water prod uction 3,854,075 3,791,060 63,015 

Distribution and  Adm i n istrative 
Distribution 1,603,880 1,555,833 48,047 
Admin istration 794,200 817,602 (23,402) 
Depreciation 564,085 566,226 (2 ,141) 

Tota l d istri bution and admin istrative 2,962, 165 2,939,661 22 ,504 

Nonoperating expenses 
I nterest/meter deposits 3,875 7,868 (3,993) 
Loss on bad debt 6,000 8, 130 (2 ,130) 
M iscel laneous 3 1,000 47,575 ( 16,575) 

Tota l nonoperati ng expenses 40,875 63,573 (22,698) 

Tota l expend itu res 6,857, 115 6,794,294 62,82 1 

CAPITAL CONTRI BUTIONS 294,463 294,463 

I NCREASE (DECR EASE) IN N ET POSITION 1,908,555 2,027,232 (6,965) 

FU N D  BALANCE, begi n n i ng of yea r 41, 145,256 

FUND BALANCE, end of yea r 43, 172,488 

See accompanyi ng notes to budgetary comparison sched u le.  
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LEAVENWORTH WATERWORKS BOARD 
NOTES TO BUDG ETARY COM PARISON SCH EDULE 

NOTE 1. BUDGETARY I N FORMATION 

The Board's budget is prepared and adopted on the accrua l basis for the i r  proprietary 
fu nd.  The Board is not req u i red to have a budget under Kansas State Statutes, but one is 
prepared for operationa l purposes. 
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DANA F. COLE 
& COMPANYLLP 
CERTIFIED PUBLIC ACCOUNTANTS 

I N DEPEN DENT AU DITORS' REPORT ON I NTERNAL CONTROL OVER 
FI NANCIAL REPORTI NG AN D ON COM PLIANCE AN D OTH ER MATIERS 

BASED ON AN AUDIT OF F INANCIAL STATEM ENTS PERFORM ED I N  
ACCOR DANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Di rectors 
Leavenworth Waterworks Board 

We have aud ited , i n  accordance with the a ud iting standards genera l ly accepted i n  the U n ited States 
of America a nd the standards appl icable to financial  a ud its conta i ned i n  Government Auditing Stand­

ards issued by the Comptrol ler  Genera l  of the U n ited States, the fi nancia l  statements of the Leaven­
worth Waterworks Board , which comprise the business-type activities as of and for the year ended 
December 3 1, 2018, and have issued our report thereon dated May 10, 2019.  

Internal Control Over Financial Reporting 

In p lann ing a nd performing our  aud it, we considered the Leavenworth Waterworks Boa rd's i nterna l  
control over fi nancial  reporting ( interna l control )  to determine the aud it procedu res that are appro­
priate i n  the ci rcumstances for the purpose of expressing our  opi n ions on the financial  statements, 
but not for the purpose of expressing an opin ion on the effectiveness of the Board's i nterna l  control .  
Accord ingly, we do not express an  opin ion on the effectiveness of the Board's i nternal contro l .  

A deficiency in internal control exists when the design or operation of a control does n ot a l low man­
agement or employees, i n  the normal  course of performing the ir  assigned functions, to prevent, or 
detect a nd correct, m isstatements on a ti mely basis. A material weakness is a defic iency, or a com­
bination of deficiencies, in  i nternal contro l such that there is a reasonable possib i l ity that a materia l 
m isstatement of the entity's financia l  statements wi l l  not be prevented , or detected a nd corrected, 
on a timely basis. A significant deficiency is a defic iency, or a com bination of defic iencies, in i nternal 
control that is less severe than  a materia l wea kness, yet important enough to merit attention by 
those charged with governa nce. 

Our consideration of interna l  control was for the l im ited purpose described in the fi rst paragraph of th is 
section and was not designed to identify a l l  deficiencies in i nternal control over financia l  reporting that 
m ight be material  weaknesses or sign ificant deficiencies. G iven these l i mitations, duri ng our  aud it we 
d id  not identify any defic iencies in i nternal control that we consider to be materia l  wea knesses. How­
ever, materia l  weaknesses may exist that have not been identified . We identified a certa in  deficiency in  
i nterna l contro l ,  described i n  the accompanying schedule of  find i ngs a nd responses, that we consider to 
be a sign ificant defic iency as item 2018-001. 
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Compliance and Other Matters 

As part of obta i n i ng reasonable assura nce about whether the Leavenworth Waterworks Boa rd 's fi­
nancia l  statements a re free of material  misstatement, we performed tests of its com pl iance with cer­
ta i n  provisions of laws, regu lations, contracts, and grants, noncom pl iance with which could have a 
d i rect and material  effect on the determination of financia l  statement amounts. However, provid ing 
an  op in ion on com pl iance with those provisions was not an  objective of ou r aud it, a nd accord i ngly, 
we do not express such an op in ion .  The resu lts of our tests d isclosed no i nstances of n onco m pl i­
ance that a re req u i red to be reported under Government Auditing Standards. 

Leavenworth Waterworks Board's Response to Findings 

The Leavenworth Waterworks Board 's response to the fi nd i ng identified in our  aud it is described i n  the 
accompanyi ng schedu le of find i ngs and responses. We d id not aud it the Leavenworth Waterworks 
Board 's response, and accord ingly, we express no opin ion on it. 

Pu rpose of this Report 

The pu rpose of th is report is so lely to describe the scope of our  testing of i nterna l  control and com pl i­
ance and the results of that testi ng, and not to provide a n  opin ion on the effectiveness of the entity's 
i nternal  contro l  or on compl iance. Th is report is an i ntegra l pa rt of an aud it performed i n  accordance 
with Government Auditing Standards i n  considering the entity's interna l control and compl iance. Ac­
cord ingly, this com m un ication is not su itable for any other pu rpose. 

Overland Park, Kansas 
May 10, 2019 
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LEAVENWORTH WATERWORKS BOARD 
SCHEDULE OF FINDINGS AND RESPONSES 

YEAR ENDED SEPTEMBER 30, 2018 

2018-001 RELIANCE UPON THE AUDITOR 

Criteria 

As described in our engagement letter, management is responsible for establishing and 

maintaining internal controls, including monitoring, and for the fair presentation of finan­

cial statements, including the notes to the financial statements in conformity with ac­
counting principles generally accepted in the United States of America. 

Condition 

Management should possess the ability to prepare financial statements in accordance 
with accounting principles generally accepted in the United States of America. The prepa­
ration of financial statements under this basis of accounting requires that management 

possess the ability to properly record and classify transactions in a general ledger, recon­
cile all accounts, measure and record needed adjustments to the accounts, and prepare 

the financial statements and related disclosures without the assistance from the auditors. 
During our audit, we compiled a working trial balance from financial records provided by 

the Board. 

Cause 

Board personnel do not obtain the expertise necessary to provide the auditors with a trial 
balance adjusted in accordance with accounting principles generally accepted in the 

United States of America and to draft the year end financial statements, supplementary 
information, and notes to the financial statements. 

Potential Effect 

The potential exists that a material misstatement of the financial statements could occur 

and not be prevented or detected by the Board's internal control. 

Recommendation 

We recommend that the Board review and approve the proposed auditor adjusting en­
tries and the adequacy of financial statement disclosures prepared by the auditors and 

apply analytic procedures to the draft financial statements to ensure that all assets and 
liabilities of the Board are recorded, among other procedures as considered necessary 
by management. 

Views of Responsible Officials and Corrective Action Plan 

The Leavenworth Waterworks Board has reviewed the finding of reliance on the auditor in 
preparing the financial statements. As preparation of the financial statements was a fun­
damental service delineated in the audit engagement letter, the Board was surprised that 
the auditor determining that reformatting the financial information provided, for presenta­
tion purposes, constituted a significant deficiency. As staff and the Board have reviewed 
the resulting financial statements for correctness, internal controls appear to be valid. To 
avoid th

.
is situation in the future, staff or an independent accountant will be utilized to 

reformat the statements for presentation in the audit. 
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None reported .  

LEAVENWORTH WATERWORKS BOARD 
SUM MARY SCH EDULE OF PRIOR AU DIT FI N D I NGS 

YEAR ENDED SEPTEMBER 30, 2018 

41 


