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INDEPENDENT AUDITOR'S REPORT ON THE FINANCIAL STATEMENTS

The Governing Board
Consolidated Fire District No 2
Northeast Johnson County, Kansas

We have audited the accompanying financial statements of Consolidated Fire District No 2, Northeast Johnson
County, Kansas (the District), as of and for the year ended December 31, 2009, as listed in the table of contents.
These financial statements are the responsibility of the management of Consolidated Fire District No 2, Northeast
Johnson County, Kansas. Our responsibility is to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the "Kansas Municipal Audit Guide.” Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes consideration of internal control over financial reporting as a basis for designing audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also Includes assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

As described in Note 1, Consolidated Fire District No 2, Northeast Johnson County, Kansas prepares its financial
statements on a prescribed basis of accounting that demonstrates compliance with the cash basis and budget
faws of the State of Kansas, which is a comprehensive basis of accounting other than accounting principles
generally accepted in the United States of America.

In our opinion, because of the District's policy to prepare its financial statements on the basis of accounting
discussed in the preceding paragraph, the financial statements referred to above do not present fairly, in
conformity with accounting principles generally accepted in the United States of America, the financial position of
the governmental activities, each major fund and the aggregate remaining fund information of Consolidated Fire
District No 2, Northeast Johnson County, Kansas as of December 31, 2009, or the respective changes in financial
pasition for the year then ended.

Also, in our opinjon, the financial statements referred to above present fairly, in all material respects, the cash and
unencumbered cash balances of Consolidated Fire District No 2, Northeast Johnson County, Kansas as of
December 31, 2009, and its cash receipts and expenditures by fund, and fund budget to actual comparisons, for
the year then ended, taken as a whole, on the prescribed basis of accounting described in Note 1.
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Funds
General Fund
Special Revenue Funds:
Employee Bensfif
Equipment Replacemeant

Totat

Consolidated Fire District No 2, Northeast Johnson County, Kansas
Summary of Cash Receipts, Expenditures and Unencumbered Cash
For the Year Ended December 31, 2009

STATEMENT 1

Outstanding
Beginning Prior Year Ending Encumbrances Ending
Unencumbered  Cancelled Cash Unencumbered and Accounts Cash
Cash Balance Encumbrances Recgipls  Expenditures Cash Balance Payable Balance
$ 14855877 $ - $ 6314032 $ 6431188 $ 1,338521 $ 28,138 $1,366,659
1,012,279 - 1,719,004 1,750,744 980,539 1,383 981,922
3,605,153 - 583,500 2,158,836 2029817 - 2029817
$ 6073100 $ - $ 8816536 $10340,768 $ 4348877 $ 20521 $4,378,398
COMPOSITION OF CASH:
Country Club Bank
Certificate of Deposit $ 500,000
KMIP
Peooled Investment 1,032
M&f Bank
Checking 1,960,280
Outstanding Checks [21,418]
Total M&i Bank Checking 1,938,872
Cerlificate of Deposit 1,938,494
Total $4,378,398

The notes to the financlal statements are an integral part of this statement.
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STATEMENT 2

Consolidated Fire District No 2, Northeast Johnson County, Kansas
Summary of Expenditures - Actuai and Budget
For the Year Ended December 31, 2009

Expenditures
Adjustment for Total Chargeable to  Varlance
Certified Quallifying Budget for  Current Year Positive
Budget Budget Credits Comparison Budget [Negative]
Funds

General Fund $ 7,161,500 3% - § 7,161,500 % 6431188 % 730,312
Special Revenue Funds:
Employee Benefit 2,020,000 - 2,020,000 1,750,744 269,256

The notes to the financial statements are an integral part of this statement.
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STATEMENT 3-1

Consolidated Fire District No 2, Northeast Johnson County, Kansas

General Fund

Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended December 31, 2009

Cash Receipts

Taxes

Intergovernmental

Use of money and property

Total Cash Receipts

Expenditures and Transfers Subject to Budget
Personal services

Confractual

Commodities

Capital outlay

Debt service
Transfer out

Total Expenditures and Transfers Subject to Budget
Receipts Over [Under] Expenditures
Unencumbered Cash, Beginning

Unencumbered Cash, Ending

Variance
Positive
Actual Budget [Negative]
$ 5697,060 $ 5808631 $ [111,5671]
499,409 509,410 [10,001)
117.563 120.000 [2.437}
6,314,032 $ 6,438,041 $ [124,009]
5139982 $ 5,480,900 % 340,918
145,428 230,000 84,572
160,184 432,100 271,916
264,990 117,500 [147,490]
195,044 206,000 10,956
525,560 695,000 169,440
6,431,188 $ 7,161,600 § 730,312
[117,156]

1,455,677

$ 1,338,621

The notes to the financial statements are an integral part of this statement.
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STATEMENT 3-2

Consolidated Fire District No 2, Northeast Johnson County, Kansas
Employee Benefit Fund
Statement of Cash Receipts and Expenditures - Actual and Budget
For the Year Ended December 31, 2009

Varlance
Paositive
Actual Budget [Negative]
Cash Receipts
Taxes $ 1,719,004 $ 1,763,859 $ [44,855]
Total Cash Receipts 1,719,004 $ 1,763859 $ [44,855}
Expenditures and Transfers Subject to Budget
Personal services 1,750,744 % 2,020,000 $ 269,256
Total Expenditures and Transfers Subject to Budget 1,760,744 § 2,020,000 $ 289,256
Receipts Over [Under] Expenditures [31,740]
Unencumbered Cash, Beginning 1,012,279
Unencumbered Cash, Ending $ 980,539

The notes to the financial statements are an integral part of this statement.
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Consolidated Fire District No 2, Northeast Johnson County, Kansas
Equipment Replacement Fund*
Statemnent of Cash Recelpts and Expenditures - Actual
For the Year Ended December 31, 2009

Cash Recelpts
Use of money and property
Transfer in

Total Cash Receipis

Expenditures and Transfers Subject to Budget
Capital outlay

Total Expenditures and Transfers Subject to Budget
Receipts Over [Under] Expenditures
Unencumbered Cash, Beginning

Unencumbered Cash, Ending

* - This fund is not required to be budgeted.

STATEMENT 3-3

$ 57,940

525,560

583,500

2,158,836

rrr——

2,158,836
[1,575,336]

3,605,153

$ 2029817

The notes to the financial statements are an integral part of this statement.
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Consolidated Fire District No 2, Northeast Johnson County, Kansas
Notes to the Financial Statements
For the Year Ended December 31, 2009

NOTE 1 — Summary of Significant Accounting Policies
Financial Reporting Entity

The Consolidated Fire District No 2, Northeast Johnson County, Kansas, is a municipal corporation governed by a
five member board. The District has three stations to serve the public. These financial statements present the
District and any component units, entities for which the District is considered to be financially accountable. The
District has no component units,

Basis of Accounting

These financial statements are presented on a basis of accounting, which demonstrates compliance with the cash
basis and budget laws of Kansas. Cash receipts are recognized when the cash balance of a fund is increased.
For an interfund transaction, a cash receipt is recorded in the fund receiving cash from another fund. Cash
disbursements are recognized when the cash balance of a fund is decreased. For an interfund transaction, a
cash disbursement is recorded in the fund from which the cash is transferred, Expenditures include
disbursements, accounts payable, and encumbrances. Encumbrances are commitments related to unperformed
(executory) contracts for goods and services, and are usually evidenced by a purchase order or written contract.

The following represent the more significant accounting and reporting practices of the District,

Deparfure from Accounting Prnciples Generally Accepted in the United States of America

The basis of accounting described above results in a financial statement presentation, which shows cash receipts,
cash disbursements, cash and unencumbered cash balances, and expenditures compared to budget. Balance
sheets that would have shown noncash assets such as receivables, inventories, and prepaid expense, labilities
such as deferred revenue and matured principal and interest payable, and reservations of the fund balance are
not presented,

Under accounting principles generally accepted in the United States of America, encumbrances are only
recoghized as a reservation of fund balance. Encumbrances outstanding at year-end do not constitute
expenditures or liabilities. Consequently, the expenditures as reported do not present the cost of goods and
services received during the fiscal year in accordance with accounting principles generally accepted in the United
States of America. Capital assets that account for the land, buildings, and equipment owned by the City are not
presented in the financial statements. Also, long-term debt such as general obligation bonds, temporary notes,
and compensated absences are not presented in the financial statements.

The District has a waiver from accounting principles generally accepted in the United States of America, which
altows the District to use the prescribed basls of accounting.

Governmental Fund Types

Governmental Funds are those through which most governmental functions of the District are financed. The
acquisition, use and balance of the District's expendable financial resources and the related liabilities are
accounted for through governmental fund types. The measurement focus is upon determination of changes in
financial position, rather than upon net income determination. The following are the District's governmental fund

types:

General Fund - to account for all unrestricted cash except that are not required to be accounted for in
another fund. This is the principal operating fund of Consolidate Fire District No 2,

Special Revenue Funds - are used to account for revenues derived from specific taxes, governmental
grants or other revenue sources which are restricted to finance particular functions or activities of the
District.




Consolidated Fire District No 2, Northeast Johnson County, Kansas
Notes to the Financial Statements
For the Year Ended December 31, 2009

NOTE 1 — Summary of Significant Accounting Policies (Continued)

Budgetary Information

Kansas statutes require that an annual operating budget be legally adopted for the general fund, special revenue
funds (unless specifically exempted by statute), debt service funds, and enterprise funds. The statutes provide for
the following sequence and timetable in the adoption of the legal annual operating budget:

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

2. Publications in Iocal newspaper of the proposed budget and notice of public hearing on the budget on
or before August 5",

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

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

The statutes allow for the governing body to increase the originally adopted budget for previously unbudgeted
increases in revenue other than ad-valorem property taxes. To do this, a notice of public hearing to amend the
budget must be published in the local newspaper, At least ten days after publication the hearing may be held and
the governing body may amend the budget at that time. There were no budget amendments for this year.

House bill 2227 effective July 1, 1993, provides a budget review and approval process by the board of County
Commissioners.

The statutes permit transferring budgeted amounts between line items within an individual fund. However, such
statutes prohibit expenditures in excess of the total amount of the adopted budget of expenditures of individual
funds. Budget comparison statements are presented for each fund showing actual receipts and expenditures
compared to legally budgeted receipts and expenditures.

All legal annual operating budgets are prepared using the statutory basis of accounting, in which revenues are
recognized when cash is received and expenditures include disbursements, accounts payable, and
encumbrances. Encumbrances are commitments by the Disfrict for future payments and supporied by a
document evidencing the commitment, such as a purchase order or contract. All unencumbered appropriations
(legal budget expenditure authority) lapse at year-end.

A legal operating budget is not required for capital project fund, trust funds, and the following special revenue
fund:

Equipment Replacement Fund.

Spending in funds which are not subject to the legal annual operating budget requirements are controlled by
federal reguiations, other statutes, or by the use of internal spending limits estabiished by the governing body.

NOTE 2 — Deposits

The District's cash is considered to be active funds by management and is invested according to KSA 9-1401.
The statute requires that banks eligible to hold acfive funds have a main or branch bank in the county in which the
District is located or an adjacent county and the bank(s) provide an acceptable rate for active funds.

Various District investments are considered to be idle funds by management and are invested according to KSA
12-16756. The statute requires that at the District invest its idle funds in only temporary notes of the District, bank
certificates of deposit, repurchase agreements, and if eligible banks do not offer an acceptable rate for the funds:
U.8. Treasury bills or notes, the Municipal Investment Pool (KMIP) and certain other investments if the District
has extended investment authority. Maturities of the above investments may not exceed two years by statute,



Consolidated Fire District No 2, Northeast Johnson County, Kansas
Notes to the Financial Statements
For the Year Ended December 31, 2009

NOTE 2 — Deposits (Continued)

At December 31, 2009, the District has the following investments:

Investment Type Fair Value Rating
Kansas Municipal Investment Pool ] 1,032  S&P AAANST+

The municipal investment pool is under the oversight of the Pooled Money Investment Board. The board is
comprised of the State Treasurer and four additional members appointed by the State Governor. The board
reports annually to the Kansas legislature. State pooled monies may be invested in direct obligations of, or
obligations that are insured as to principal and interest by the U.S. government or any agency thereof, with
maturities up to four years. No more than 10 percent of those funds may be invested in mortgage-backed
securities. In addition, the State pool may invest in repurchase agreements with Kansas banks or with primary
government securities dealers.

The District does not have any formal investment policies that would further limit concentration of credit risk,
interest rate, or custodial credit risks beyond state statufes,

Custodial credit risk is the risk that in the event of a bank fallure, the District's deposits may not be returned to it.
The District’'s deposit policy for custodial credit risk require that the depository banks will maintain 100% security
in the form of FDIC coverage and pledged collateral according to KSA 9-1402,

NOTE 3 - Retirement Plan

Flan Description — The Fire District participates in the Kansas Public Employees Retirement Systems (KPERS),
and the Kansas Police and Fireman’s Retirement System (KP&F). Both are part of a cost- sharing multiple —
employer defined benefit pension plan as provided by K.S.A. 74-4901, et seq. KPERS and KP&F provide
retirement benefils, life insurance, disability income benefits, and death benefits. Kansas law establishes and
amends benefits provisions. KPERS and KP&F issue a publicly avaitable financial report that includes financial
statements and required supplementary information. Those reports may be obtained by writing to KPERS (611
South Kansas Avenue, Topeka, Kansas 66603) or by calling 1-888-275-5737.

Funding Policy ~ K.S8.A. 74-4919 establishes the KPERS member-employee contribution rate at 4% of covered
salary. K.S.A. 74-4975 establishes KP&F member employee contribution rate at 7% of covered salary. The
employer collects and remits member-employee confributions in according to the provisions of section 414(h) of
the Internal Revenue Code. State law provides that the employer contribution rates be determined annually
based on the results of an annual actuarial valuation. KPERS and KP&F are funded on an actuarial reserve
basis. State law sets a limitation on annual increases in the employer contribution rates, The KPERS employer
rate was 6.64% from January 1 to February 28, 2009, 5.54% from March 1 to November 30, 2009, and 6.54%
from December 1 to December 31, 2009. The District contribution to KPERS for the years ending December 31,
2009, 2008 and 2007, were $4,076, $7,192 and $5,335, respectively, equal to the statutory required contribution
for the year. The KP&F uniform participating employer rate established for fiscal years beginning in 2009 is
13.61%. Employers participating in KP&F also make contributions to amortize the liability for past service cost, if
any, which is determined separately for each participating employer. The District's contributions to KP&F for the
years ending December 31, 2009, 2008 and 2007, were $673,230, $668,055, and $623,970, respectively, equals
to the statutory requirement contribution for the year,




Consolidated Fire District No 2, Northeast Johnson County, Kansas
Notes o the Financial Statements
For the Year Ended December 31, 2009

NOTE 3 - Retirement Pian {Continued)

Substantially ali of the former Mission Fire District No. 1 employees participated in a defined benefit pension plan
established July 1, 1982. Eligibility began after six months of service with a normal retirement age of 65 and a
provision for early retirement at age 55. The plan provided for a pension benefit and a pre-retirement death
benefit. The pension benefit was payable monthly for life and was equal to 1.5% of the monthly compensation
based on years of service not to exceed 40 years, with benefits fully vested after 10 years. The benefits were
funded by the purchase of allocated annuity contracts and life insurance policies. Annual pension expense was
the amount required to pay the necessary premiums to provide the benefits described above,

Legislation was passed in the State of Kansas that enabled the District to convert the Mission Fire District Defined
Benefit Plan to cash and transfer the proceeds to the Kansas Public Employee Retirement System in order to
purchase past service costs for the former Mission Fire District employees. The district transferred $203,232 to
the KP&F Plan. The District accomplished this transfer in January 1992. The District also purchased the past
service costs of the Mission Employees. The District has retired this obligation.

NOTE 4 — Long-Term Debt

Following is a detailed listing of the District's outstanding general obligation debf:

Amount Original Date of Final
General Obligation Bonds Interest Rate  OQutstanding  Amount Issue Maturity
Series 2004 Refunding 3.50% - 3.90% $ 1,375,000 $ 1,655,000 9/1/2004  9/1/2017

Annual debt service requirements to maturity for the general cbligation bonds are as follows:

Year
Ending
December 31,  Principal Interest Total

2010 $ 150,000 $ 49,794 § 109,794
2011 155,000 44,369 199,369
2012 165,000 38,594 203,594
2013 165,000 32,819 197,819
2014 176,000 26,475 201,475

2015-2017 565,000 39,835 504,835

Total $ 1,375000 $ 231,885 $ 1,606,885

Following is a summary of changes in long-term debt for the year ended December 31, 2009:

Beginning Ending

Principal Principal
Type of Issue Qutstanding Additions Deletions  Qutstanding
General Obligation Series 2004 $ 1,516,000 § - § 146,000 §$ 1,375,000
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Consolidated Fire District No 2, Northeast Johnson County, Kansas
Notes to the Financial Statements
For the Year Ended December 31, 2009

NOTE 5 — Compensated Absences

The District's policy does not permit the accumulation of unused vacation pay past December 31, of each year for
regular employees. However, newly hired employees can roll over unused accrued vacation hours. The total
liabitity as of December 31, 2009 was $1,602.

The benefit payment for sick leave accrued at the time of employment termination shall be calculated at the rate
of six shifts for shift personnel, per year or 12 days for regular employees, per year.

The payment at separation is calculated as 50% of the total sick days accumulated times the employee’s current
compensation. This calculation is retroactive to January 1, 1995, and follows KPERS guidelines. The liabiiity as
of December 31, 2009 for unused sick leave at the 2009 rate of 50% was $654,184, The District has created a
policy to cap unused sick leave,

NOTE 6 ~ Interfund Transfers
A reconciliation of transfers between funds is as follows:

Fund To From
General $ - $ 525560
Equipment Replacement 525,560 -

$ 525560 §$§ 525,560

NOTE 7 — Agreement with the City of Overiand Park, Kansas for Service

The District has an agreement with the City of Overland Park to provide portions of the city with fire protection and
emergency rescue and medical services. The agreement provides that the city will pay the district an amount
equal to the tax revenue it would have received had the District levied for such services. During 2009, the District
received $499,409 from the City under this agreement.

NOTE 8 — Risk Management

The District is exposed to various risks of loss related to torts; theft, damage to and destruction of assets; errors
and omissions; and natural disasters for which the District carries commercial insurance. Settlements of claims
did not exceed coverage for any of the past three fiscal years.
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