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The City of

1

1609 E. Central Ave. ANDOVER Phone (316) 733-1303

P.0O. Box 295 Fax (316) 733-4634

Andover, Kansas 67002 www.andoverks.com
June 30, 2016

To the Citizens of ANDOVER

The Comprehensive Annual Financial Report of the City of Andover, Kansas for the fiscal year
ended December 31, 2015 is submitted herewith. The reports were prepared through the efforts
of the Chief Financial Officer and the City staff. Responsibility for both the accuracy of the
presented data and the completeness and fairness of the presentation, including all disclosures,
rests with the City. We believe the data as presented is accurate in all material aspects; that it
is presented in a manner designed to fairly set forth the financial position and results of
operations of the City as measured by the financial activity of its various funds and that all
disclosures necessary to enable the reader to gain the maximum understanding of the City’s
Financial activity have been included.

This Comprehensive Annual Financial Report includes all the funds of the City and its
component units. This report has been prepared in conformity with generally accepted
accounting principles that are promulgated by the Government Accounting Standards Board
and following the guidelines of Governmental Accounting, Auditing, and Financial Reporting.

The financial reporting entity (the government) includes all funds of the primary government
(i.e., the City of Andover as legally defined), as well as all of its component units. Component
units are legally separate entities for which the primary government is financially accountable.
The government provides a full range of services consisting of highway and streets, wastewater
treatment, public improvement, police, fire, recreation and leisure, planning and zoning and
general administrative services. Blended component units, although legally separate entities,
are, in substance, part of the primary government’s operations and are included as part of the
primary government. Accordingly, the Andover Public Building Commission is reported as
special revenue and capital project funds of the primary government. Discretely presented
component units are reported in a separate column in the financial statements to emphasize that
they are legally separate from the primary government and to differentiate their financial
position and results of operations from those of the primary government. The Andover Public
Library is reported as a discretely presented component unit,

Generally accepted accounting principles require that management provide a narrative
introduction overview and analysis, to accompany the basic financial statements in the form of
Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to



complement MD&A and should be read in conjunction with it. The City of Andover’s MD&A
can be found immediately following the report of the independent auditors.

PROFILE OF THE CITY

The City of Andover is located in western Butler County, which is in the south central portion
of Kansas. Andover’s western edge borders the City of Wichita and is 14 miles southwest of
El Dorado, the county seat. The City was incorporated in 1957 with a population of 166, and
covering less than 1 square mile. In the 50+ years since then the population had grown to
12,745 and the city currently covers 10 square miles.

The City of Andover operates under the form of government known as the Mayor-City Council
model. Under this model, policy making and legislative authority are vested in a Governing
Body consisting of the Mayor, who is a non-voting member, and six other Council members.
The six Council members are elected at large, serving four-year staggered terms, with three
Council members elected bi-annually. The Council members are responsible, among other
things, for adopting ordinances and resolutions, adopting an annual budget, and confirming
appointments of certain officials of boards and committees.

The Mayor is also elected at large and is responsible, among other things, to preside over
Council meetings, formulate the council agenda, appoint the Municipal Court Judge, City
Attorney, City Administrator, City Clerk, City Treasurer and Chief of Police, and to publicly
represent the City. The City Administrator is responsible to the Mayor for the administration
of all city affairs placed in his or her charge by the Mayor. All City department heads report
directly to the City Administrator. The City Administrator works to insure that policies adopted
by the governing body are implemented, and to facilitate communication among the Mayor,
City Council members, and City staff.

ECONOMIC CONDITIONS AND OUTLOOK

After a decline in housing starts over the last few years in the City of Andover the turn around
that began back in 2013 continued into 2015. Forthe previous ten-year period a yearly average
of 108 new residential building permits were issued. During 2015 there were a total of 91 new
residential building permits of which 22 were for town houses. In addition, there were 5 new
and 17 remodel commercial permits with a value a $1.7 million. Housing projects that had
been put on hold in prior years are now in the process ofbeing developed. Families are moving
to the smaller communities around the Wichita area for the quiet lifestyle and quality schools.

The Wichita based aircraft industries’ overall economic condition has seen improvement in
2015. Due to the proximity to Wichita, this condition has a bearing on the economic condition
in Andover. At the end of the year, the average unemployment rate was 4% for the State and
3.7% for Butler County, which is a decrease of .8% from 2014.

The City assisted in the development of the Andover Business Park where our three major
industries, International Cold Storage, Vomado Air Circulation Systems, Inc., and Sherwin
Williams (fka Pratt & Lambert) as well as other smaller companies have located. These



businesses employ approximately 300 people. This park has the necessary infrastructure to
provide access, water, sewer and fiber optic service for new companies wishing to locate in
Andover. The number of small retail and service jobs increased slightly in 2015.

Based on current projections and activities, the City of Andover anticipates moderate economic

growth. The Andover Chamber of Commerce and the Convention and Visitors Bureau continue
to promote all aspects of the community.

MAJOR INITIATIVES

Parks and Recreation Department

Improvements continue to be made in all the City’s parks. Tree clean up continues in all the
City parks to keep the parks safe. Park crews finished cleaning out the hedge rows near city
hall in Central Park. Roughly one half mile of walking trail was cleaned and maintained at
Central Park. The baseball diamonds at the 13" Street Sports Park were improved with the
addition of field conditioner. This has made for a better playing surface with less rain outs.
The newest additions to Central Park are two dog parks, one for large dogs and one for small
dogs. Included in these parks are water fountains for both the dogs and their owners. Also in
2015, Central Park was host to several events including; Concert in the Park, Police and Fire
Festival, Greater Andover Days and Hometown Christmas.

Street Department

The Street Department sealed 84,123 square yards of residential streets and one arterial street.
A road improvement project funded by Butler County, was completed on Andover Road. The
project consisted of road widening and a bridge replacement over Four Mile Creek. The street
improvement project on 159" Street between 21% Street and 13" Street was completed. Milling
and overlay projects in the Green Valley Greens Additions were paid for using funds from the
City’s 1% sales tax road improvement fund. Major projects this past year included
improvements to gravel roads, ditch work, sidewalks and curb repairs, upgrading of street
signage and the inventory of the City’s 2,349 street signs. In 2015, the citizens of Andover
authorized a 4 year, % % sales tax with $2.85 million of the proceeds being used to construct a
new maintenance shop for the street department. Constructions documents were completed in
2015, with construction to begin in 2016.

Wastewater Department

Approximately 275,684,500 gallons of raw sewage were treated. Nearly 4,400,000 gallons of
treated sludge were spread on City owned agricultural fields using a sludge sprinkler system.
43,268,580 gallons of treated wastewater effluent were sold to Flint Hills National Golf Club
for irrigation of the golf course. A jetter and easement machine was used to clean 119,000 feet
of sewer lines. As part of an ongoing maintenance program, 1,785 feet of sewer pipes, 10
manholes and 111 feet of vertical pipe were rehabbed and/or lined. The rehabilitation of the
sewer lines and manholes has allowed the average daily flows to remain steady, while the
number of sewer connections continues to increase.



Fire Department ‘

Andover Fire/Rescue responded to 1,508 requests for assistance in 2015, an increase of 189
responses or 14% from 2014, Of the total alarms, 70.6% were medical/rescue in nature, an
increase of 6.2% - mirroring the national trend of departments responding to emergencies that
are medical responses and less in fire responses. There is also a trend in the increase in the
occutrence of overlapping calls for service; 222 in 2015 compared to 186 in 2014, an increase
of 19%. Fire Department personnel conducted over 220 business inspections, 650 fire hydrant
inspections and participated in 4,550 hours of training. During 2015, 7 nuisance code
complaints were received, none of which required formal action to obtain voluntary
compliance. In 2015, the citizens of Andover authorized a % % sales tax with part of the
proceeds being used to purchase a new ladder truck

Police Department

Andover experienced again, a crime rate well below the state average when compared to cities
of similar size. In 2015 there was a 15.1% decrease in overall crime, which resulted in
Andover’s lowest crime rate in nine years. In 2015, the department responded to 23,079 calls
for service, completed 1,502 incident reports, investigated 343 motor vehicle accidents, issued
4,108 traffic citations and 3,261 traffic warnings and made 349 arrests including taking 29
drunk drivers off of our streets. With well over 32,600 citizen contacts, the professional bearing
of our staff was exemplified by only 2 citizen complaints. Additionally, the Police Department
continued to demonstrate its compliance with the Commission on Accreditation for Law
Enforcement Agencies (CALEA) “best practices”. The department’s “Advances Law
Enforcement Accreditation” is shared by only 6 other Kansas law enforcement agencies and
3% of law enforcement agencies nationwide. For the second year in a row the department was
recognized by the American Automobile Association (AAA) of Kansas “Community Traffic
Safety Platinum Award” for its traffic safety efforts, one of only five law enforcement agencies
in the state to receive such an award.

Storm Water Department

During 2015 work continued on the new permit issued by Kansas Department of Health and
Environment. Water samples were collected and tested 5 times after rain events. The results of
those tests will be compared to test results from water samples to be collected in 2016. This
data will be used to further identify any contaminates that need special targeted best
management practices. The Storm Water Department continued an outreach program with the
6™ grade science classes at Andover Central Middle School. In 2015, teachers used a watershed
model supplied by the City to demonstrate the effects of contaminants. Staff then did a
presentation to all the 6 grade classes, with prizes being awarded to students who could
correctly answer questions over the items covered in the classroom. The process of tracking
inspections of storm drain inlets using the Trimble GPS device and mapping those results via
ArcMap continued in 2015, with over 200 inlet inspections performed.

Recycling/Trash Department

The City’s mandatory recycling program completed its fifth and final year of the original
contract. Staff successfully negotiated a seven year extension with the current vendor. The
extension is nearly the same as the original contract, and saves the City approximately $24,000
annually for trash and porta pot services. The recycling program serves almost 3,500
households, and diverts approximately 6 million pounds of material from the landfill. The City
also has a contract with the recycling hauler to provide trash service (a voluntary participation



program) at a reduced rate. The residents who have chosen this hauler (approximately 83%)
have realized tremendous savings. Prior to the change households were paying $65-390 per
calendar quarter, the current contracted rate is $31 a calendar quarter. In addition to providing
affordable trash and recycling services, the contract provider also sponsors, at no cost to the
City, an annual city-wide cleanup event, Concert in the Park and Greater Andover Days.

Building Inspection/Code Enforcement Department

Single family home construction represents the majority of building activity in Andover. Single
family construction was slightly more in 2015 than in 2014. There were 91 residential dwelling
permits issued in 2015, up from 77 in 2014. Of the 9] permits, 22 were for town homes and 1
for a duplex with the remaining being single family homes. Commercial construction was
notably more active than in 2014. Permits were approved for 5 new commercial buildings,
including the YMCA Sports Complex, Farha Sports Center and the Casey’s General Store, all
of which broke ground in 2015, The remaining 17 commercial projects were all remodeling
and/or tenant finishes of existing commercial structures.

Communications

In 2015, Communications and Information Technology paired with Municipal Court to
combine 2 part time positions into a full time position that splits their role as a Communication
Officer and Municipal Court Clerk. This position flexes its hours to allow coverage when
needed for both departments, averaging 20 hours per week in each department. The E-911
Communications center continued its dedicated service to the community, handling over 23,079
~calls for service, an 18.5% decrease from 2014. Staff also participated in many community
events such as; Police & Fire Festival, National Night Out, Greater Andover Days, Safe
Halloween and Hometown Christmas. Additionally, the E911 Center purchased and installed
Emergency Cell Phone Towers along the Red Bud Trail (Rails to Trails hike/bike path) to
provide direct contact to the 911 communication center. The towers were operational in early
2015.

Information Technology

2015 started a refresh to the computing environment. Projects were approved and started that
extended City network to all sites, consolidated software licensing strategies, and updated all
user computers. A new Information Technology director was hired and the part-time technician
was upgraded to full time status, providing two posistions of I'T support.

FINANCIAL PLANNING

The Govemning Body realizes the importance of a long-term plan for capital expenditures for
buildings, land and infrastructures of a municipality. In 2014, the two-year process of updating
the Comprehensive Development Plan that the Governing Body adopted in 1990 which
established the agenda for civic improvements was completed. The policies contain ideas the
Council and staff want to consider for the future of Andover as the community continues to
grow. The purpose of the plan is to keep the present and future governing bodies informed on
the relative need for large expenditures at times when the immediate needs of the community
receive the most attention. The plan forces the Governing Body to give forethought to the
future of the community. In addition, the plan provides information to the citizens well in



advance of the City’s intent to acquire and/or develop capital facilities. The policy is to be
reviewed annually between January 1 and March 31.

Under the laws of the State of Kansas, special assessment debt incurred constitutes a general
obligation of the City. This debt is controlled and serviced through the Debt Service fund. The
City of Andover, on October 13, 1998 adopted a resolution that approved a debt management
and fiscal policy that became effective January 1, 1999. Included in the resolution is a measure
of debt affordability, which provides that the amount of new general obligation debt, including
temporary notes, issued in any one fiscal year shall not exceed sixty percent of the amount of
new growth in the prior year of the assessed valuation of the City.

The City’s accounting system is organized and operated on a “fund basis”. Each fund is a
distinct self-balancing accounting entity.

In developing and altering the City’s accounting system, consideration is given to the adequacy
of intemal accounting controls. Internal accounting controls are designed to provide
reasonable, but not absolute, assurances regarding the safeguarding of assets against loss from
unauthorized use or disposition. The internal accounting controls also insure the reliability of
financial records for preparing financial statements and maintaining accountability for assets.
The concept of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived. The final evaluation of costs and benefits requires estimates and
judgments by management. All internal control evaluations for accounting occur within the
above framework. Internal control is exercised to the greatest extent conceivable for a city of
our size with limited personnel.

During all regular City Council meetings the Goveming Body approves appropriation
ordinances listing all expenditures. The budget is reviewed continually in all activities for
significant deviations from budget authorizations. The Kansas Cash Basis and Budget Laws
require cash be on hand before an expenditure is authorized, that all expenditures be budgeted
(unless specifically exempted), and that the budget cannot exceed anticipated revenues
including carry forward cash balances. The Governing Body, management, and department
heads receive a monthly financial report on status of budgetary conditions of all funds.

As demonstrated by the statements and schedules included in the Financial Section of this
report, the government continues meeting its responsibility for sound financial management.

OTHER INFORMATION

Independent Audit. The City of Andover became a City of the second class on April 1, 1995,
Kansas Statutes Annotated requires an annual audit of all accounts. The City of Andover’s
Govemning Body, pursuant to Kansas State Law, contracts for an audit of accounts, transactions,
and financial records. The City of Andover engages George, Bowerman, and Noel, P.A., to
perform the audit. The auditor’s report on the financial statements is included in the Financial
Section of this report.



Awards. The Government Finance Officers Association of the United States and Canada
{GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the
City of Andover, Kansas, for its Comprehensive Annual Financial Report for the fiscal year
ended December 31, 2014.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an casily
readable and efficiently organized Comprehensive Annual Financial Report, whose contents
conform to program standards. Such reports must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
report continues to conform to Certificate Program requirements, and are submitting it to GFOA
to determine its eligibility for another certificate. The City of Andover has received the
Certificate of Achievement for the last 36 years.

Acknowledgments. The preparation of this report on a timely basis could not be accomplished
without the efficient and dedicated services of the City staff. I express my appreciation to all
persons who assisted and contributed to the financial preparation of all reports. T would also
like to thank the Mayor and the members of the City Council for their interest and support in
planning and conducting the financial operations of the City in a responsible and progressive
manner.

Respectfally submitted,

B % Lore

Domna K. Davis
Chief Financial Officer
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INDEPENDENT AUDITOR'S REPORT

The Honorable Mayor and
City Council
Andover, Kansas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the City of Andover, Kansas (City) as of and for the
year ended December 31, 2015, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the Kansas Municipal Audit and Accounting Guide. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
staternents, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of internal control. Accordingly,
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we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund and the aggregate remaining fund
information of the City of Andover, Kansas, as of December 31, 2015, and the respective
changes in financial position and, where applicable, cash flows thereof and the respective
budgetary comparison for the General Fund and Street Improvement Fund for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.,

Emphasis of Matter

As discussed in Notes 1 and 15 to the financial statements, the City has adopted the provisions of
Governmental Accounting Standards Board Statement No. 68, Accounting and Financial
Reporting for Pensions and Governmental Accounting Standards Board Statement No. 71,
Pension Transition for Contributions Made Subsequent to the Measurement Date, which has
resulted in a restatement of the net position as of January 1,2015. Our opinions are not modified
with respect to this matter.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, and the schedule of the City’s proportionate share of the
net pension liability and the schedule of the City’s contributions, as listed in the table of contents,
be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board
who considers it to be an essential part of financial reporting for placing the basic financial
statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Other Information

The combining and individual nonmajor fund financial statements and schedules are the
responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements, Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the combining and individual nonmajor fund financial statements and
schedules are fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures

applied in the audit of the basic financial statements, and accordingly, we do not express an
opinion or provide any assurance on them.

Wichita, Kansas
June 21, 2016
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CITY OF ANDOVER, KANSAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2015

As management of the City of Andover, Kansas, we offer readers of the City’s
Comprehensive Annual Financial report (CAFR) this narrative overview and analysis of
the financial activities of the City of Andover for year ended December 31, 2015. We
encourage readers to consider the information presented here in conjunction with additional
information that we have furnished in the City’s basic financial statements, and the CAFR
transmittal letter in the preceding Introductory Section.

FINANCIAL HIGHLIGHTS

The total assets and deferred outflows of resources of the City of Andover exceeded
its liabilities and deferred inflows of resources at the close of 2015 by $92,829,623.
Of this amount, $36,997,378 represents net position invested in capital assets, net
of related debt. Also included is $59,276,448 restricted for future debt service,
various other functions and wastewater facility expansion.

The City’s total net position increased $16,264,060 during the fiscal year.

At the end of the current fiscal year, the City’s governmental funds reported total
ending fund balance of $18,029,407. For 2014, there was a fund balance of
$6,638,189.

At the end of 2015, the General Fund fund balance was $2,148,279, an increase of
13.9% from 2014. This was the result of an increase (14.73%) in revenue primarily
from increases in property and sales tax collections in the amount of $488,211.
There was also a decrease of $50,625 in transfers out, and an increase in transfers
in of $154,113.

The City of Andover’s total bonded debt increased $7,311,000 during 2015. The
key factor was issuance of new general obligation bonds for infrastructure
($4,040,000) and the burial of electric power lines ($3,780,000). In addition,
$3,320,000 of Andover Public Building Commission revenue bonds were issued
for a new maintenance shop facility and park restrooms. $6,329,000 of bonds were
retired during 2015.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City of
Andover’s Comprehensive Annual Financial Report, which includes the basic financial
statements. The City’s basic financial statements are comprised of three components,
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governmenti-wide financial statements, fund financial statements, and notes to the financial
statements. This report also contains other supplementary information in addition to the
basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances, in a manner
similar to statements of a private-sector business.

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

The statement of activities presents information showing how the City’s net position
changed during the most recent fiscal year. All of the current year’s revenues and expenses
are taken into account regardless of when cash is received or paid. Thus, revenue and
expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods.

In the Statement of Net Position and the Statement of Activities, the City is divided into
three kinds of activities:

¢ Governmental Activities — Most of the City’s basic services are reported here,
including public safety, highways and streets, culture and recreation, environmental
protection, economic development, health and sanitation and general
administration. Property taxes, sales taxes and franchise fees finance most of these
activities.

* Business type Activities — The City charges a fee to customers to help it cover the
cost of certain services it provides. The City’s sewer, water and recycling/trash
utilities are reported here.

e Component Unit — A component unit is an entity that is legally separate, but for
which the City is financially accountable. The Andover Public Library is reported
under this heading.

Reporting the City’s Most Significant Funds

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The fund financial statements
provide detailed information about the most significant funds — not about the City of
Andover as a whole. Some funds are required to be established by State law or by bond
covenants. In addition, the City Council establishes other funds to help control and manage
money for particular purposes, or to demonstrate that the City is complying with legal
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requirements for using certain taxes, grants or other money. All of the funds of the City
can be divided into three categories: governmental funds, proprietary funds, and fiduciary

funds.

Fund Financial Statements

Governmental funds — Most of the City’s basic services are reported in its
governmental funds, which focus on how money flows into and out of these funds,
and the balances left at year-end are available for future spending. These funds are
reported using an accounting method identified as the modified accrual basis of
accounting, which measures cash and all other financial assets that can be readily
converted into cash. The governmental fund statements provide a detailed short
term view of the City’s general government operations and the basic services it
provides. Governmental fund information helps determine whether there are more
or fewer financial resources that can be spent in the near future to finance the City’s
programs. By comparing information presented for governmental funds with
similar information presented for governmental activities in the government-wide
statements, readers may better understand the long term effect of the government’s
near term financing decisions. The relationship or differences between the
governmental activities (reported in the Statement of Net Position and the
Statement of Activities} and governmental funds is detailed in a reconciliation
following the fund financial statements.

The City of Andover maintains nineteen individual governmental funds.
Information is presented separately in the Governmental Funds Balance Sheet and
in the Governmental Funds Statement of Revenues, Expenditures, and Changes in
Fund Balances for the General Fund, Street Improvement Fund, Debt Service Fund,
and Capital Projects Fund all of which are considered to be major funds. Data from
the other sixteen governmental funds are combined into a single, aggregated
nonmajor fund presentation. Individual fund data for each of these nonmajor
governmental funds is provided in the form of combining statements elsewhere in
this report.

The governmental funds financial statements can be found on pages 28 through 37
of this report.

Proprietary funds — When the City charges for certain services it provides, these
services are generally reported in proprietary funds. Proprietary funds are reported
in the same way that all activities are reported in the Statement of Net Position and
Statement of Activities. In fact, the City’s enterprise funds are identical to the
business-type activities that are reported in the government-wide statements but

provide more detail and additional information, such as cash flows, for proprietary
funds.
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The proprietary funds financial statements can be found at pages 38 through 42 of
this report.

¢ Fiduciary funds — In these funds the City is the trustee, or fiduciary, for certain
amounts held on behalf of parties outside the City. The City’s fiduciary activities
are reported in the Statement of Fiduciary Net Position. We exclude these activities
from the City’s other financial statements, because the City cannot use these assets
to finance its operations. The City is responsible for ensuring that the assets
reported in these funds are used only for their intended purposes.

The fiduciary funds financial statements can be found on page 43 of this report.

Notes to the basic financial statements. The notes to the basic financial statements
provide additional information that is essential to a full understanding of the data provided
in the government-wide and fund financial statements. The notes to the basic financial
statements can be found starting on page 44 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of the City, assets exceeded liabilities by $92,829,623 at the
close of 2015.

As shown on Table 1, the largest portion of the City’s net position, $36,997,378, reflects
its net investment in capital assets. The city uses these capital assets to provide services to
citizens; consequently, these assets are not available for future spending. Although the
City’s net investment in its capital assets is reported net of related debt, it should be noted
that resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate liabilities.

[The remainder of this page intentionally left blank]
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Table 1
City of Andover
Net Position

Governmental Business-type Total Primary
Activities Activities Govemment
2015 2014 2015 2014 2015 2014
Current and other assets $ 66,342,774 $ 46,791,080 $ 7,808,253 § 6,119,107 § 74,151,027 § 52,910,187
Capital assets 50,024,045 49,295,358 23,832,006 22,984,734 73,856,051 72,280,092
Total assets 116,366,819 96,086,438 31,640,259 29,103,84} 148,007,078 125,190,279
Deferred outflows of resources 444,204 244821 * A -0- 444,204 244,821
Current and other liabilities 4,235,431 2,882,194 78,438 54,731 4,313,869 2,936,925
Long-term Habilities 46,225,070 40,737,718 * 47,691 44 424 46,272,761 40,782,142
Total Habilities 50,460,501 43,619,912 126,129 99,155 50,586,630 43,719,067
Deferred inflows of resources 5,035,029 4,604,745 ) -0- 5,035,029 4,604,745
Net position

Net Investment in capital assets, 13,165,372 11,794,001 23,832,006 22,984,734 36,997,378 34,778,735
Restricted 54,135,658 36,211,840 5,140,790 3,703,266 59,276,448 39,915,106
Unrestricted (5,985,537} (444,964) * 2,541,334 2,316,686 (3,444,203) 1,871,722
Total net position $ 61,315493 % 47,560,877 $ 31,514,130 $ 29,004,686 § 92,829,623 $ 76,565,563

* Amount adjusted for restatemnent to record the Kansas Police & Firemen's Retirement Plan net pension liability

The city's net position increased $16,264,060 during 2015

[The remainder of this page intentionally left blank |
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Revenue
Program revenue:

Charges for services

Operating grants and contributions

Capital grants aud contributions
General revenues:

Sales tax

Property tax

Other taxes

Other general revenues

Total Revenues

Expenses

General government
Public safety
Highways and street
Health and sanitation
Culture and recreation
Economic development
Environment protection
Interest on long-term debt
Water
Sewer
Recycling/Trash

Total Expenses

Excess (deficiency) of revenues over
expenses before transfers
Transfers in {out)
Change in net position

Table 2
City of Andover
Changes in Net Position

Governmental Business-type Total Primary
Activities Activities Government
2015 2014 2015 2014 2015 2014

1,510,099 § 1,343,582 § 3,443,425 § 3208546 $§ 4,953,524 § 4,552,128
409,569 446,607 26,100 -0- 435,669 446,607
14,945,134 2,083,544 -0- «0- 14,945,134 2,083,544
2,400,178 1,988,869 -0- -0- 2,400,178 1,988,869
5,704,724 5,171,284 -0- -0~ 5,704,724 5,171,284
923,805 853,237 -0- -0- 923,805 853,237
32,810 32,338 10,946 22,348 43,756 54,886
25,926,319 11,919,661 3,480,471 3,230,894 29,406,790 15,150,555
1,148,674 986,656 -0- -0- 1,148,674 986,656
4,481,867 4,070,067 -0- -0- 4,481,867 4,070,067
2,498,517 3,312,108 -0- -0- 2,498,517 3,312,108
137,997 130,326 -0- - 137,997 130,326
1,657,370 2,007,531 Q- -0- 1,657,370 2,007,531
135,006 130,072 -0- -0~ 135,006 130,072
8,089 5,225 «0- -0- 8,089 5,225
978,136 1,114,864 -0- -0- 978,136 1,114,864
-0- -0- 232,378 222,484 232,378 222,484
-0- -0- 1,342,371 1,260,875 1,342,371 1,260,875
-0- <0 522,325 540,964 522,325 540,964
11,045,656 11,756,849 2,097,074 2,024,323 13,142,730 13,781,172
14,880,663 162,812 1,383,397 1,206,571 16,264,060 1,369,383
(1,126,047 (153.,477) 1,126,047 153,477 -0- -0-
13,754,616 § 9,335 § 2509444 $§ 1,360,048 § 16,264,060 $ 1,369,383
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Governmental Activities. Governmental activities increased the City’s net position by
$13,754,616 in 2015, The increase is the result of special assessment taxes being assessed
for new projects totaling $13,713,815 for 2015.

Total governmental activity revenues increased by $14,006,658 for 2015. Special
assessment taxes account for $13,713,815 of the tax increase. Sales tax revenues increased
$411,309, due in part due to the passage of a dedicated %% sales tax which began in
October, 2015. In addition, there was an increase in administrative fees charged to projects
during 2015 of $154,113. Property tax revenues increased $533,440.

Total governmental activity expenses increased by $711,193 for 2015. General
government expenses increased $162,018 due to refunding bond issuance costs incurred in
2015 of $45,626, increased accrued compensated absence liabilities of $40,835 and a shift
of capital outlays to operating expenditures of about $69,328. Public Safety expenses
increased $411,800 for 2015, which is primarily related to increased wage and benefit costs
for police and fire operations of $395,584. Highways and street expenses decreased
$813,591 in 2015 as a result of reduced street maintenance rehabilitation and planned
conservation of assets for future expensive planned street projects. Culture and recreation
expenses decreased by $350,161 due to park operating expenses returning to normal
operating levels from increased one-time costs incurred during 2014. Salaries and benefits
continue to be a significant portion of the operating expenses for many functional areas
and comprise approximately 51% of total operating costs, excluding debt service, for
governmental activities. Total salaries and wages actually increased by $414,663 for 2015
with the significant portion of that increase in the public safety function of the City. Benefit
costs continued to rise with the KP&F retirement rates increasing by 1.44%. The City did
incur a slight decrease in health insurance cost for 2015 totaling $12,805, or approximately
2%. :

Business-type Activities. Business-type activities increased the City’s net position by
$2,509,444 in 2015. Operating revenues increased by $234,879 and operating expenses
increased $95,713 over the 2014 levels. The result was an increase in income from
operations of $139,166. Total income before contributions and transfers was $1,346,351.
Contributions from the municipality in the form of water and sewer lines were received
during 2015 of $1,232.850, which contributed significantly to the net position increase for
the business-type activities.

FINANCIAL ANALYSIS OF THE CITY’S MAJOR FUNDS
Governmental funds. The focus of the City’s governmental funds is to provide

information on near-term inflow, outflows, and balances of spendable resources. Such
information is useful in assessing the City’s financial requirements. In particular
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unrestricted fund balance may serve as a useful measure of a government’s net resources
available for spending at the end of the fiscal year.

At the end of 2014, the City’s governmental funds reported total fund balance of
$18,029,407 compared to fund balance of $6,638,189 for the prior year, an increase of
$11,391,218.

General Fund

The General Fund is the primary operating fund of the City. At the end of 2015, $855,533
of the fund balance was committed and $1,292,746 was unassigned, for a total fund balance
0f $2,148,279, which was $261,654 or 13.9% more than the prior year’s General Fund total
fund balance. The reason for the increased fund balance was an increase in revenues
primarily from property and sales tax in the amount of $488,211. The increase in revenue
was partially offset by an increase in public safety expenses of $387,872. This was the
result of vehicle purchases by both police and fire. Included in the fund balance increase
was the reduction of transfers out of $50,625 and an increase in the transfers in of $154,113.

The City’s management may also designate committed fund balance to a particular
function, project or activity. Fund balance may also be designated for purposes beyond the
current year. However, unassigned fund balance is available for appropriation at any time.
Of the total General Fund balance, 60.2% is unassigned. The committed amount is for
current resources which were included in the subsequent year’s budget to be used to finance
operations for the ensuing year.

Street Improvement Fund

The Street Improvement Fund had an increase in the fund balance of $1,641,522 or 57.6%.
The decrease of $2,068,732 in expenses was from lower expenses on street construction
due to fewer improvements to arterial roads.

Debt Service Fund

In the Debt Service Fund, the fund balance increased $587,629 or 35.3%. The increase can
be attributed to prepayment of special assessments totaling $510,927.

Capital Project Fund

The Capital Project Fund had an increase of $8,990,235 in the fund balance. This is due
to projects that were substantially completed in 2014, with the bonds being issued in 2015.
Also, two capital projects that were initiated in 2015 had temporary notes issued, but the
majority construction expenses will not be incurred until 2016,

Proprietary funds. The City’s proprietary funds provide the same type of information
found in the government-wide financial statements, but in more detail.
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The total net position of the enterprise funds increased $2,509,444. This was due primarily
to operating revenue outpacing operating expenses by $1,346,351, and the contribution of
water and sewer capital assets from developers and the municipality totaling $1,232,850.
Sewer utility rates increased approximately 4.7% effective January 1, 2015. Trash and
storm water rates had no increases in 2015.

Water Utility Fund

The total net position of the Water Utility Fund increased by $258,331, due to the increase
in new infrastructure built and contributed in 2015 of $367,053.

Sewer Utility Fund

The total net position of the Sewer Utility Fund increased by $2,182,974, due to the utility
user fees collections more than offsetting expenses by $1,387,371. The net cost of
infrastructure built and contributed in 2015 accounted for $865,797 of the increase.

Recyceling/Trash Utility Fund

For the sixth year the Recycling/Trash Utility Fund, revenues exceeded expenses, resulting
in an increase in the net position of $68,139.

General Fund Budgetary Highlights

Actual General Fund revenues were higher than the final budget by $871,222, of which
$308,859 can be attributed to a higher than projected collection of taxes. Revenue from
administrative fees charged to capital projects exceeded budget by $154,113. The
remainder was primarily due to a higher than anticipated volume of construction permits,
$260,781, and fines and forfeitures of, $52,959. The expenditures from the General Fund
at year-end were $361,559 less than the final budget. The savings in personnel
expenditures was $214,324 and the savings in contractual expenses was $156,310.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

The City’s investment in capital assets as of December 31, 2015, amounted to $73,856,051
(net of accumulated depreciation). This investment, detailed in Table 3, in a broad range
of capital assets includes land, infrastructure, buildings and improvements, equipment, and
construction in progress. This amount represents a net increase of $1,575,959, or 2.2%,
for 2015.

[The remainder of this page intentionally left blank)
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Table 3
City of Andover
Capital Assets (net of depreciation)

Governmental Business-type Tota} Primary
Activities Activities Government
2015 2014 2015 2014 2015 2014

Land § 1,572,628 £ 1,439,558 $ 123,946 £ 123,946 $ 1,696,574 $ 1,563,504
Building and improvements 9,060,817 8,780,662 3,301,921 3,410,002 12,362,738 12,190,664
Impr. other than buiidings 319,859 296,988 20,078,206 19,383,833 20,398,065 19,680,821
Machinery and equipment 1,099,159 1,360,578 327,933 66,953 1,427,092 1,427,531
Infrastructure 35,541,340 33,395,117 -0- -0- 35,541,340 33,395,117
Contruction in progress 2,430,242 4,022,455 -0- -0- 2,430,242 4,022,455
Capital assets, net $ 50,024,045 % 49,295358 $ 23,832,006 £ 22,984,734 $ 73,856,051 £ 72,280,092

Some of the City’s major capital asset events in 2015 were:

The decrease in construction in progress of $1,592,213, was the net result of completion of
of new water and sewer lines, and streets and drainage systems in 1 new commerical

and 3 new residentail developments and the start of new construction in another commercial

development. These completions are reflected in the increase in infrastructure.

The primary purchases in machinery and equipment were vehicles for police,
parks and wastewater departments.

Additional information regarding the City's capital assets can be found at note 3 of the Notes
to the Financial Statements.

| The remainder of this page intentionaily left blank )
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Debt

At December 31, 2015 the City’s total long-term debt obligations outstanding are
$46,272,761. This amount is comprised of $36,195,000 of general obligation bonds and
$411,457 of unamortized bond premium on those bonds and are secured by future tax
revenues from governmental activities. The City has $5,773,000 of revenue bonds which
are secured by future revenue sources from governmental activities via lease revenues from
the City to the Andover Public Building Commission. The City has $136,550 of
outstanding capital lease obligations which will funded by resources from governmental
activities. During 2015, the City retired $2,595,000 of temporary notes, which were
permanently financed with general obligation bonds. There were also $2,170,000 of
temporary notes issued in 2015. Of these, $1,170,000 will be permanently financed in the
future with general obligation bonds. The remaining $1,000,000 will be retired in the
future with proceeds from a dedicated %% sales tax. The remaining long-term debt
obligations totaling $789,779 pertains to accrued compensated absences and will be
liquidated from future resources of governmental activities and business-type activities.

The City’s total long term debt increased by $8,000,566, or about 20.9% during the current
year. General obligation bonds totaling $10,320,000 were issued during 2015. The City
retired $2,595,000 and issued $2,170,000 of temporary notes during 2015 for financing of
certain improvement projects.

Additional information regarding the City’s long-term debt can be found at note 4 of the
Notes to the Financial Statements.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The unemployment rate for Butler County, in which Andover is located, is currently 3.7%
which is a decrease from the rate of 4.5% a year ago. This compares to the state’s average
unemployment rate of 4% and the national average of 5%. Inflationary trends in the region
compare favorably to national indices. Assessed valuation increased 3.3% between the
2015 and 2016 budgets. These and other factors were considered in preparing the City of
Andover’s budget for the 2016 fiscal year.

During 2015, the budgetary fund balance in the General Fund increased to $1,869,466.
The City anticipated a carry forward fund balance of $855,533 when it adopted its 2016
operating budget.

The rates for the sewer utility increased 4.7% in 2015, and there is no increase planned for

Januvary 2016. The annual rate increases are considered in preparation for future major
sewer plant expansion and improvements.
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CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general overview of the City’s finances and to show the City’s
accountability for the money it receives. If you have any questions about this report or
need additional financial information, contact the City’s Finance Department at the City of
Andover, 1609 E. Central, Andover, Kansas 67002, or at (316)733-1303.
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GOVERNMENT-WIDE FINANCIAL STATEMENTS




CITY OF ANDOVER, KANSAS

STATEMENT OF NET POSITION

ASSETS

Cash and investments
Receivables:
Property taxes
Special assessment taxes
Sales taxes
Franchise fees
Trade accounts, net
Prepaid items
Restricted assets
Capital assets:
Land
Buildings
Improvements other than buildings
Infrastructure
Machinery and equipment
{.ess accumulated depreciation
Construction work in progress

Total assets

DEFERRED OUTIFLOWS OF RESOURCES

Deferred outflows related to pension liabilities
Deferred outflows for deferred refunding bond costs

LIABILITIES

Accounis payable
Accrued wages payable
Accrued interest payable
Temporaty notes payable
Noncurrent liabilities:

Due within one year

Due in moze than one year

Total liabiities
DEFERRED INFLOWS OF RESOURCES

Deferred inflows of resources:
Property taxes receivable
Pension liabifities

Net investment in capital assets
Restricted for:

Debt service

Street improvements

General government

Recreation

Economic development

Public safety

Wastewater expansion and equipment
Usrestricted

December 31, 2015

Primary Government

The accompanying notes are an integral
part of the financial statements.
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Governmentai  Business-Type Component
Activities _Activities Total_ Unit
5 20643617 § 2335916  § 22,979.533 5401372
4,861,474 - 4861 474 -
39,463,666 - 39,463,666 -
236,123 - 286,123 -
109,785 - 109,785 -
50,558 331,547 382,105 -
927,551 - 927,551 -
- 5,140,790 5,140,790 -
1,572,628 123,946 [,696,574 -
11,654,909 5,613,756 17,268,665 ~
749,636 28,531,958 29,281,594 -
61,056,520 - 61,656,520 ~
7,426,237 972,853 8,399,090 352,630
(35.466,127) (11,410,507} (46,876,634) (218,760)
2,430,242 = 2,430,242 =
116366819 31,640.259 148,007,078 535242
435232 - 435,232 -
8.972 = 8972 =
444,204 - 444,204 =
1,684,414 66,745 1,751,159 231
96,871 11,693 108,564 -
284,146 - 284,146 -
2,170,000 - 2,170,000 -
4,852,396 21,609 4,874,005 -
41,372,674 26,082 41.398.756 —
50,460,501 126,129 50,586,630 231
4,861,474 - 4,861,474 -
173.555 - 173,555 -
5035029 - 5,035.029 =
13,165372 23,832,006 36,997378 133,870
41,741,497 - 41,741,497 -
8,205,075 - 8,205,075 -
581,815 - 581,815 -
2,397,471 - 2,397 471 -
221,850 - 221,850 -
987,950 - 987,950 -
- 5,140,790 5,140,790 -
(5,985,537) 2.341.334 {3,444.203) 401,84}



LT

Functions/Programs

Governmental Activities:
General government
Public safety
Highways and séreets
Health and sanitation
Culture and recreation
Economic deveiopment
Environmental protection
Interest on long-term debt

Business-Type Activities:
Water Utility
Sewer Utility
Recycling/Trash Utility

Component Unit:
Andover Public Library

CITY OF ANDOVER, KANSAS

STATEMENT OF ACTIVITIES

Year ended December 31, 2015

Program Revenues

Net (Expense) Revenue and Changes in Net Position

Operating Capital Primary Government
Charges for  Grantsand  Grantsand  Governmental Business-Type Component
Expenses Services  Contributions Contributions Activities Activities Total Unit
$ 1148674 $§ 248586 3 - 3 -~ § (900,088 $ - § (900,088 S -
4,481,867 367,477 9,436 677,073 {3,228,181) - {3,228,181) -
2,498,517 186,033 400,133 554246  (1,358,105) - (1,358,105 ~
137,997 - - - (137,997) - (137,997) -
1,657,370 479,150 - - (1,178,220} - (1,178,220} -
135,006 29,153 - - (105,853} - (105,853} -
8,089 - - - (8,089} - {8,089) -
978,136 - = 13.713.815 12,735,679 = 12.735.679 -
Total Governmentat Activities 311045656 §. 1510099 $ 409560 $14.9453134 5.819.146 - 5819146 -
§ 232378 $ 123,165 § - 3 - - (109.213) (109,213) -
1342371 2,729.919 - 26,100 - 1,413,648 1,413,648 -
537395 590,341 = - - 68,016 68.016 -
Total Business-Type Activities  $ 2007074 33443425 § = $.__26100 = 1.372.451 1.372.451 -
§ 303711 §._.83365 3 .88270 § = - - - (352.076)
General Revenues and Transfers:
Property taxes levied for:
Generat purposes 5,340,507 - 5,340,907 -
Debt service 363,817 - 363,817 -
Sales taxes 2.400,178 - 2,400,178 -
Franchise taxes 778,129 - 778,129 -
Tourism taxes 145,676 - 145,676 -
Payment from City of Andover - - - 421,200
Invesiment eamings 32,810 10,946 43756 2025
Teansfers in (out) (1,126,047 1,126,047 - -
Totaf general revenues and transfers 1935470 1.136.993 9.072.463 423225
Change in net position 13.754.616 2.509.444 16.264.060 71.149
Net position at beginning of year:
As previously reported 50,371,728 29,004,686 79376414 463,862
Adjustment to record net pension liability (2.810.851) = (2.810.851) -
As restated 47.560.877 29.004.686 76,565,563 463,862
Net position at end of year 2631315493 $31.514,130 $.92.826623 5535011

The accompanying netes are an integral
part of the financial statements.
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CITY OF ANDOVER, KANSAS
BALANCE SHEET - GOVERNMENTAL FUNDS

December 31, 2015

Other Total
Street Debt Capital Governmentai  Governmental
General Improvement Service Projects Funds Funds
ASSETS
Cash and investments $2,184668 § 4350506 § 2249803 % 8,350,209 $ 3.508431 $ 20643617
Prepaid equipment depaosit - - - 897,989 - 897,989
Property taxes receivable 3,010,386 - 3,393 - 1.847 695 4861 474
Special assessment taxes receivable - - 39463 666 - - 39,463,666
Franchise fees receivable 109,785 - - - - 109,785
Sales taxes receivable 122,624 163 499 - - - 286,123
Accounts receivable - - - - 50,558 50.558
Total assets $5427463 $4514005 $41716862 $ 9248198  §£.5406684  $66313212
LIABILITIES, DEFERRED
INFLOWS AND
FUND BALANCES
Liabilities:
Accounts payable $ 174205 $ 24024 $ - % 1424041 $ 62,14 $ 1684414
Accrued wapes payable 94,593 - - - 2278 96,871
Accrued interest payabie - - - 7380 - 7,380
Temporary notes payable = - - 2,170,000 P 2,170,000
Total liabilities 268.798 24.024 - 3.601.421 64422 3958665
Deferred inflows of resources:
Property taxes receivable 3010386 - 3393 - 1,847 695 4861 474
Special assessment taxes
receivable - - 39.463 666 - - 39463 666
3,010,386 - 39467059 - 1,847,695 44325140
Fund balances (deficit):
Restricted:
General government - - - - 581,815 581 815
Debt service - - 2,249 803 - 28,028 2,277 831
Street improvements - 4489981 - 3,715,094 - 8,205,075
Recreation - - - 2226960 170,505 2397471
Economic devetopment - - - - 221850 221,850
Pubtic safety - - - 897 989 89,961 987,950
Committed;
General povernment 855,333 - - -~ - 855533
Street improvements - P - - 1,083 373 1,083,373
Parks and recreation - - - - 67,360 67,360
Assipgned:
Recreation - - - - 56,555 56,555
Capital outlay - - - - 1,195,120 1,195,120
Unassigned 1,292 746 — o (1,193.272) - 99474
Total fund balances 2,148279 4489981 2,249.803 5.646777 3494.567 18.029.407
Total liabilities, deferred
infiows and fund
balances 55427463 $4514005 $41L716862 § 9248.198 $.3.406.084 $66313.212

The accompanying notes ara an integral
part of the financial statements.
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CITY OF ANDOVER, KANSAS

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET POSITION OF GOVERNMENTAL ACTIVITIES

December 31, 2013

Total Governmental Fund Balances $ 18,029407

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

Capital assets used in governmental activities are not
financial resources and therefore are not reported
in the funds (capital assets net of accumulated
depreciation):
Cost $ 85490,172
Accumulated depreciation {35.466,127)
50,024,045

Other assets not available to pay for current period
expenditures and therefore are not reported in
the governmental funds:
Special assessments receivable 39,463 666
Prepaid expenses 29,562

Deferred refunding bond costs resulting from issuance
of refunding bonds are recognized as deferred
outfiows of resources in the government-wide
financial statements 8972

Long-term liabilities are not due and payable in the
current period and therefore are not reported
in the funds:
Accrued interest payable on general
obligation bonds 244,167
Accrued interest payable on Andover Public
Building Commission revenue bonds 32,599
Compensated absences payable 742,088
General obligation bonds payable 36,195,000
Andover Public Building Commission
Revenue bonds payable 5,773,000
Capital lease obligations payable 136,550
Unamortized premium on general obligation
bonds payable 365,033
Unamortized premium on Andover Public
Building Commission revenue bonds 46 424
payable
Net pension liability for Kansas Police & Fire
retirement plan including deferred outflows
and deferred inflows related to pensions 2,705,298

__(46.240.159)

Net Position of Governmental Activities $ 61315493

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

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GOVERNMENTAL FUNDS

Revenues:
Property and sales taxes
Special assessment taxes
Intergovernmental
Licenses and permits
Charges for services
Fines and forfeitures
Use of money and property
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Public safety
Highways and streets
Health and sanitation
Culture and recreation
Environmental protection
Economic development

Capital improvements

Debt Service

Total expenditures
Revenues over (under} expenditures

Other financing sources {uses):

Issuance of general obligation refunding bonds

Net premium on sale of general obligation
refunding bonds

Issuance of general obligation bonds

Premium cn sale of generai obligation bonds

Issuance of Andover Public Building
Commission revenue bonds

Premium on sale of Andover Public Building
Commission revenue bonds

Payment to refunding bond escrow agent

Transfers in

Transfers out

Total other financing soutrces (uses)

Net change in fund balances
Fund balances {deficit), beginning of year

Fund balances, end of year

Year ended December 31, 2015

Capital Other Totai
Street Debt Project Governmental  Governmental
General Improvement Service Fund Funds Funds

$3624488 § 2,150,058 § 15,111 $ - $2.439,184 $ 8,228,841
- - 4,792,957 92,740 - 4,885 697
52,747 461,506 - - 397 369 911,622
1,008,533 - - - 190,965 1,199,498
50,076 - - - 106,525 156,601
282,595 - - - - 282,595
5,480 6,556 4,822 3,108 454,754 474,720
30,182 - - - 91378 121,560
5.054,101 2,618,120 4812890 95,848 3,680,175 16,261,134
779,159 - 45626 - 166,653 991 438
3,164,896 - - - 1217,582 4382478
271481 824,750 - - 663,098 1,759.329
- - - - 136,581 136,581
568,609 - - - 963,607 1,532,216
238 - - - 7,851 8,089

- - - - 135,006 135,006

- -~ - 2,245.920 201473 2,447 393

49,202 = 4.475.046 29,093 391.121 4.944.462
4833585 824.750 4,520,672 2275013 3.882.972 16,336,992
220,516 1.793 370 292218 (2.179.165) 4202 797} {73.838)
- - 2,500,000 - - 2,500,000

- - 137,171 - - 137,171

- - - 7,820,000 - 7,820,000

- - - 118,653 - 118,653

- - - 3,320,000 - 3,320,000

- - - 64,860 - 64,860

- - (2,600,411} - - (2,600411)
154,113 - 258,651 - 282,068 694,832
(112.975) (151.848) - (154.113) (169.093) £588.029)
41,138 (151.848) 295411 11,169,400 112,975 11.467.076
261,654 1,641,522 587,629 8,990,235 (89,822 11,391,218
1,886,625 2848459 1.662.174  _(3343.458) _3.584389 6,638,189

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

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

Year Ended December 3, 2015

Net Change in Fund Balances — Total Governmental Funds

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

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those
assets is altocated over thebr estimated usefut lives as
depreciation expense. In the current peried, these

amounis are
Capital outlays $ 3595502
Depreciation _{3491.141)

Excess of capital outlays over depreciation expense

In the statement of activities, the sale of bonds is seporied as a jong-term
liability, whereas in the governmental funds, the proceeds increase
financial resources:

General obfigation bonds 10320000
Andover Public Building Commission revenue bonds 3320000

Total bond issues

In the statemcnt of activities, interest is accrued on oulstanding
debt, whereas in governmental funds, an interest expenditure
is reported when due

Repayment of debt principal is an expenditure in the
governmentaj fuuds, but the repayment reduces long-term
liabilities in the statement of net position:

General obiigation bond payment 6,045,000
Andover Public Building Commission

revenue bond payment 284,000
Capital [ease obligations 41.299

Totai payments on jong-term: liabifities

Premium on the sale of refunding bonds provides comrent financial
resourees to government funds, but is amertized over the fife of
the bonds in the statement of activities

In the statement of activities the deferred refunding costs increases
deferred outflows of resources but does not provide current resources
to the governmuental funds, Amortization of the deferred refunding
costs is reflected in the statement of activities but is not reported as
expenditures in the governmental funds:

Deferred refunding costs 10411
Amortization of deferred refunding costs (1439)

In the statement of activities the noneash contribution of assets are
reporied as a revenue item however, they are not reported in the
governmental funds

in the statement of activities the loss on the disposition of assets is
inciuded as an expense in the funacitonal area of the asset however,
in the governmenlat funds statement only cash procesds received
are reported in the statement

Pension contributions is an expenditure in the governmental funds but
reduces the net pension fiability in the statement of net position.
Additionally, the effect of changes in deferred cutflows and infllows
for pensions arc only recorded in the statement of activities.

Special assessments are hot considered avaifable to iquidate
liabilities of the current period. However, they are recognized
a3 revenue in the statement of activities ag soon ag the related
improvement is compieted and the special assessments are Jevied

Some expenses repotted in the statement of activities do
not require the use of current financial resources and
therefore are not reported as expenditures in the funds:

Prepaid items {1,358}
Compensated absences payable _ (116,196)
Total

Change in Net Position of Governmental Activities

The accompanying notes are an integral
patt of the financial staternents.

31

§ 11391218

104 364

(13,640,000

106209

6370299

(239427}

8972

646,713

(22387

105,553

9,040,859

(137.754;



CITY OF ANDOVER, KANSAS

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL -~ BUDGETARY BASIS

Year ended December 31, 2015

Revenues and other sources:
Taxes
Intergovernmental
Licenses, fees and permits
Charges for services
Fines and forfeitures
Use of money and property
Miscellaneous
Transfers in
Cancellation of prior year

encumbrances

Total revenues and other
sources

Expenditures, encumbrances and
other uses:
General government:

General department:
Personal services
Contractual services
Commodities
Contingencies
Contingencies

Total general
government

(continued on next page)

Variance
Actual With Final
Amounts Budget
Budgeted Amounts Budgetary Positive
Original Final Basis (Negative)
$3,193,004 $3,193,004 $3501.863 $ 308859
- - 52,747 52,747
724,500 724,500 985,281 260,781
55,890 55,890 50,076 (5,314)
230,000 230,000 282,595 52,595
28,500 28,500 5480 (23,020)
1,001 1,001 30,182 29,181
- - 154,113 154,113
- - 41,780 41,780
4,232,895 4.232.895 5.104.117 871222
493,261 493 261 465291 27970
320,650 320,650 295,100 25,550
20,300 20,300 19,165 1,135
12,000 12,000 -~ 12,000
52.108 52.108 -~ 52,108
898.319 898319 779.556 118,763
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CITY OF ANDOVER, KANSAS

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE ~BUDGET AND ACTUAL - BUDGETARY BASIS

Year ended December 31, 2015
(continued from previous page)

Public safety:

Police department:
Personal services
Contractual services
Commodities
Capital outiay
Transfers out

Total police department

Fire department:
Personal services
Contractual services
Commodities
Capital outlay
Debt service
Transfers out

Total fire department

Municipal Court department:
Personal services
Contractual services
Commodities
Transfers out

Total Municipal Court
department

Total public safety

Variance
Actual With Final
Amounts Budget
Budgeted Amounts Budgetary Positive
Original Final Basis (Negative)
$1,353,567 $1353567 $1323824 § 29743
195,820 195,820 161,194 34,626
136,725 136,725 135,592 1,133
91,000 91,000 110,737 (19,737)
5,000 5.000 35,000 (30,000)
1,782,112 1,782,112 1,766,347 15,765
721,746 721,746 687.832 33,914
72,901 72,501 60426 12,475
88,808 88,808 81,816 6,992
42 034 42 034 - 42 034
- - 49,202 (49,202)
20,975 20,975 20975 —
946 464 946 464 900,251 46,213
57,283 57,283 48 592 8,691
48,900 48,900 42 496 6,404
2,100 2,100 4,667 (2.567)
2.000 2,000 2.000 -
110,283 110,283 97,755 12,528
2.838.859 2.838.859 2,764,353 74.506
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CITY OF ANDOVER, KANSAS
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL - BUDGETARY BASIS

Year ended December 31, 2015
{continued from previous page)

Variance
Actual With Final
Amounts Budget
Budgeted Amounts Budgetary Positive
Original Final Basis {Negative)
Highways and streets:
Street department;
Personal services $ 270211 $ 270211 $ 253673 $ 16,538
Contractual services 20,900 20,900 14,536 6,364
Commodities 12,050 12,050 3272 8,778
Transfers out 15,000 15.000 15,000 -
Total highways and streets 318.161 318.161 286481 31,680
Recreation:
Park department:
Personal services 353,313 353313 300,922 52,391
Contractual services 126,605 126,605 92,948 33,657
Commodities 111,600 111,600 123,535 (11,935)
Capital outlay 20,000 20.000 - 20,000
Total park department 611518 611,518 517.405 94,113
Recreation Programs:
Contractual services 25,671 25671 16,728 8,943
Commodities 31433 31433 22,620 8.813
Total recreation programs 57,104 57,104 39,348 17,756
Total recreation 668.622 668,622 556,753 111.869
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CITY OF ANDOVER, KANSAS
GENERAIL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE ~ BUDGET AND ACTUAL -~ BUDGETARY BASIS

Year ended December 31, 2015
(continued from previous page)

Variance
Actual With Final
Amounts Budget
Budgeted Amounts Budgetary Positive
Original Final Basis (Negative)
Environmental Protection:
Composting Program:
Personal services $ 3,840 % 3840 §$ 32 % 3,808
Commodities 450 450 206 244
Total composting
program 4,290 4290 238 4052
Information Technology
Department:
Personal services 104 400 104,400 72,677 31,723
Contractual services 173,195 173,195 148,718 24 477
Commodities 18,500 18,500 61,182 (42,682)
Capital outlay 80,600 80,600 58,579 22,021
Transfers out 5,000 5,000 35,000 (30,000)
Total Information Tech-
nology Department 381,695 381,695 376,156 5,539
Building Inspection Department:
Personal services 153,900 153,900 144354 9,546
Contractual services 22,860 22,860 19,046 3,814
Commodities 8,000 8,000 6,210 1,790
Transfers out 5,000 5,000 5,000 -
Total Building
Inspection Department 189.760 189,760 174,610 15,150
Total expenditures,
encumbrances and
other uses 5.299.706 5.299.706 4.938.,147 361,559
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CITY OF ANDOVER, KANSAS
GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL - BUDGETARY BASIS

Year ended December 31, 2015
{continued from previous page)

Variance
Actual With Final
Amounts Budget
Budgeted Amounts Budgetary Positive
QOriginal Final Basis {Negative)

Revenues and other sources over
(under) expenditures,

encumbrances and other uses $(1,066811) $(1066811) $ 165970 $ 17232781
Fund balance,

beginning of year 1.241.811 1,241,811 1.703.496 461,685

Fund balance, end of year $ 175000 $._175000 $1869466 $ 1694460

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

STREET IMPROVEMENT FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCE - BUDGET AND ACTUAL -
BUDGETARY BASIS

Revenues:
Sales tax
Intergovernmental
Use of money and property
Cancellation of prior year
encumbrances

Total revenues

Expenditures:
Contractual services
Capital outlay
Transfers out

Total expenditures
Revenues over (under)
expenditures
Fund balance,

beginning of year

Fund balance, end of year

Year Ended December 31, 2015

Actual
Amounts
Budgeted Amounts Budgetary
Original Final Basis
$2,000,000  $2,000,000 $2,145,828
- - 461,506
3,500 3,500 6,556
— - 297.243
2,003,500 2.003.500 2911.133
- - 4,882
1,302,032 2,186,032 705,154
151,848 151.848 151,848
1.453 880 2,337,880 861,884
549,620 (334,380) 2,049,249
3.377.965 3.377.965 2,277.233
$3927585 $3.043.585 $4.326482

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

Variance
With Final
Budget
Positive

(Negative)

$ 1453828
461,506
3,056
297243
907,633

(4,882)
1.480,878

1.475.996

2,383,629
(1,100.732)

$1.282.897



CITY OF ANDOVER, KANSAS
STATEMENT OF NET POSITION - ALL ENTERPRISE FUNDS
December 31, 2015

Business-type Activities
Enterprise Funds

Recycling/ Total
Water Sewer Trash Enterprise
Utility Utifity Utility Funds
ASSETS
Current assets:
Cash including investments $ 337752 $187:,088 % 127076 $ 2335916
Trade accounts receivable 10,746 259,326 61475 331.547
Total current assets 348 498 2130414 188,351 2.667.463
Noncurrent assets:
Restricted assets;
Cash and investments restricted for:
Sewage equipment - 228,648 - 228,648
Sewage treatment expansion - 4912142 - 4912142
Total restricted assets o 5,140,790 - 5,140,790
Capital assets:
Land - 123,946 - 123,946
Water mains and distribution lines 10,177 848 - - 10,177 848
Sewage mains and distribution lines - 18,354,110 - 18,354,110
Sewage disposal plant - 5,613,756 - 5,613,756
Machinery and equipment 13515 958,041 1.297 972.853
10,191,363 25,049 853 1297 35242513
Less accumulated depreciation (3.118.038) _(8,291.172) (1297 _(11410.507)
Capital assets, net 7.073.325 16758681 - 23,832,006
Total assets 7421823 24029885 188,351 31,640,259
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LIABILITIES

Current liabilities:
Accounts payable
Accrued wages payable
Current portion of accrued
compensated absences payable

Total current liabilities

Noncurrent fiabilities:
Long-term portion of accrued
compensated absences payable

Total liabilities
NET POSITION

Net position:
Net investment in capital assets
Restricted for:
Sewage equipment
Sewage treatment
expansion
Unrestricted

Business-type Activities

Enterprise Funds

Recycling/ Total
Water Sewer Trash Enterprise
Utility Utility Utility Funds
$ 430 $ 19626 $ 46689 § 66,745
- 10,914 779 11,693
- 21,609 - 21,609
430 52,149 47 468 100,047
= 26082 - 26,082
430 78.231 47468 126.129
7,073,325 16,758,681 - 23,832,006
- 228,648 - 228,648
- 4912.142 - 4,912,142
348.068 2,052,183 141.083 2.541.334

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



CITY OF ANDOVER, KANSAS

STATEMENT OF REVENUES, EXPENSES AND CHANGES

IN FUND NET POSITION ~ ALL ENTERPRISE FUNDS

Operating revenues;
Sales of services
Other

Total operating revenues

Operating expenses:
Personal services
Contractual services
Commodities
Depreciation

Total operating expenses
Operating income (loss)

Noncperating revenues and
expenses:
Interest income
Gain on disposal of assets

Net nonoperating
revenues (expenses)

Income (loss) before contributions
" and transfers

Contribution from municipality

Transfers out

Change in net position
Net position, beginning of year

Net position, end of year

Year ended December 31,2015

Business-type Activities
—Enterprise Funds

Recycling/ Total
Water Sewer Trash Enterprise
Utility Utility _Utility Funds
$ 123,165 § 2723234 § 590341 § 3436740
- 6,685 — 6,685
123,165 2729919 590.341 3.443.425
22922 409 462 28,051 460435
4,758 274,102 491 846 770,706
28 90,212 2428 92,668
204,670 568,395 - 773,265
232.378 1,342,371 522.325 2,097,074
(109.213) 1,387.548 68,016 1,346,351
491 10,332 123 10,946
- 26,100 = 26,100
491 36432 123 37,046
(108,722) 1423 980 68,139 1,383,397
367,053 865,797 e 1,232,850
= {106.803) = (106,203)
258,331 2,182.974 68,139 2,509.444
7.163.062 21,768 680 72944 25004686

$7421.393 $23951.654 $

141,083 $31.514.130

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

STATEMENT OF CASH FLOWS —
ALL ENTERPRISE FUNDS

Year ended December 31, 2015

{continued on next page)}

Cash flows from operating activities:
Cash received from customers
Cash payments to vendors for

materials and supplies
Cash paid to employees
Other cash receipts

Net cash provided by
operating activities

Cash flows from capital and
related financing activities;
Acquisition and construction
of capital assets
Proceeds from sale of capital assets

Net cash used by financing
activities

Cash flows from noncapital
financing activities:
Transfers out

Cash flows from investing
Activities - interest received

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at
beginning of year

Cash and cash equivalents at
end of year

Cash and cash equivalents
Restricted cash and cash equivalents
included in restricted cash and

investments

Cash and cash equivalents, end of year

Business-type Activities

Enterprise Funds

Recycling/ Total
Water Sewer Trash Enterprise
Utility Utility Utility Funds
$ 121,325 $ 2738625 § 586404 §$3446,154
(4,356) (344 ,688) {502,316)  (851,360)
(22,922) (395,282) 27272y  (445476)
- 6.685 = 6,685
93847 2,005,340 56816 __2,156.003
(30 476) (357.211) - (387,687)
- 26,100 - 26,100
(30476) (331.111) = (3601,587)
= (106.803) = (106,803)
491 10,332 123 10,946
63,862 1,577,758 56939 1,698,559
273,890 5.434.120 10437 5.778.147
$ 337752 3% 1871088 § 127,076 $2335916
- 5,140,790 - 5,140,790
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CITY OF ANDOVER, KANSAS

STATEMENT OF CASH FLOWS -
ALL ENTERPRISE FUNDS

Year ended December 31, 2015
{continued from previous page)

Business-type Activities
~Enterprise Funds

Recycling/ Total
Water Sewer Trash Enterprise
Utility Uiility JUtlity Funds
Reconciliation of operating income (loss) to
net cash provided by (used in) operating
activities:
Cash flows from operating activities:
Operating income (foss) $ (109213 $ 1387548 § 68,016  $1,346,351
Adjustments to reconcile net cash
provided by operating income
(loss) to net cash provided by
operating activities:
Depreciation 204,670 568,595 - 773265
Decrease (increase) in
accounts receivable (2.040) 15,390 (3,937 9413
Increase (decrease) in
accounts payable 430 19,626 (8,042) 12,014
Increase (decrease} in
accrued wages payable - 10914 779 11,693
Decrease in compensated
absences payable - 3.267 — 3.267
Net cash provided by operating activities $_ 93847 $20052340 § 356816 $2.156003

Noncash capital and related financing activities:
During 2015, the Water Utility and Sewer Utility funds received assets contributed from the municipality
and developers in the amount of $367.053 and $865,797, respectively.

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

STATEMENT OF FIDUCIARY NET POSITION -

FIDUCIARY FUNDS
December 31, 2015
Agency
Funds
Assets:
Cash including investments $ 23984
Liabilities:
Accrued liabilities payable 17,756
Appearance bonds payable 6.228
Total liabilities 23984
Net position $ -

The accompanying notes are an
integral part of the financial statements.
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CITY OF ANDOVER, KANSAS
NOTES TO FINANCIAL STATEMENTS

December 31, 2015

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting entity

The City of Andover (City) was incorporated in 1957 under the laws of the State of Kansas
as a municipal corporation governed under a Mayor-Council form of government
consisting of an elected mayor and six council members. The City provides a full range of
municipal services to its citizens in the areas of highways and streets, wastewater treatment,
public improvement, public safety, planning and zoning, recreation, and general
administrative services. As required by generally accepted accounting principles, these
financial statements present the City of Andover, Kansas (primary government) and its
component units, entities for which the City is considered to be financially accountable.
The component unit discussed in the following paragraph is included in the City's reporting
entity because of the significance of its operational or financial relationship with the City.

Implementation of GASB Statement No. 68 and GASB Statement No. 71

As of January 1, 2015, the District adopted Governmental Accounting Standards Board
(GASB) Statement No. 68, Accounting and Financial Reporting for Pensions and GASB
Statement No. 71, Pension Transition for Contributions Made Subsequent to the
Measurement Date. The implementation of these standards requires governments to
calculate and report costs and obligations associated with pensions in their financial
statements. Employers are required to recognize pension amounts for all benefits provided
through the Kansas Police and Firemen's Retirement System of the State of Kansas
(KP&F), which includes the net pension liability, deferred outflows of resources, deferred
inflows of resources and pension expense. The effect of the implementation of these
standards on beginning net position is disclosed in Note 15 and the additional disclosures
required by these standards are included in Note 8.

Discretely presented component unit

The component unit columns in the financial statements include the financial data of the
City's component unit, the Andover Public Library (the Library). It is reported in a
separate column to emphasize that it is legally separate from the City, however, the
governing body of the component unit is appointed by the City Council. The City's
component unit is accounted for using the same principles as the governmental fund types
of the City.

The Andover Public Library operates the public library in the City. The Library Board

may not purchase or lease a site or erect a building for use of the library without the
approval of the City Council. The Library Board taxes are levied under the taxing
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

authority of the City and are included as part of the City's total tax levy. These taxes are
accounted for in the Library special revenue fund of the City. The Library Board also
receives funding through state assistance programs, charges for services and donations
from the public. The Library Board does not issue separate audited financial statements.

Blended component units

The Andover Public Building Commission is governed by a seven-member board that shall
be the same persons as those persons then serving on the Governing Body of the City of
Andover. Although it is legally separate from the City, the Andover Public Building
Commission is reported as if it were part of the primary government because its sole
purpose is to finance and construct the City's public buildings. The financial activities of
the Andover Public Building Commission are reflected in the Andover Public Building
Commission special revenue and capital project fund types.

Other Boards

The Park Board, Health Board, Planning Board and Board of Zoning Appeals are
appointive boards that serve in an advisory capacity to the City Council. These advisory
boards do not receive appropriations from the City Council. The financial activities related
to these boards are reflected in the General and Park Iimprovement Funds.

Basis of presentation

The financial statements of the City have been prepared in conformity with generally
accepted accounting principles as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial principles.

The City’s basic financial statements include both government-wide, including a statement
of net position and a statement of activities, and fund financial statements which provide a

moye detailed level of financial information.

Government-wide financial statements

The government-wide financial statements, consisting of the statement of net position and
the statement of activities, display all the nonfiduciary activities of the primary government
and its component unit. Generally, the effect of interfund activity has been removed from
these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which
rely to a significant extent on fees and charges for support. In addition, the primary
government is reported discretely from the legally separate component unit for which the
primary government is financially accountable. The statement of net position presents the
financial condition of the City and its component unit at year-end. The statement of
activities presents a comparison between direct expenses and program revenues for each
program or function of the City’s governmental and business-type activities. Direct
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

expenses are those that are specifically associated with a service, program or department
and therefore are clearly identifiable to a particular function. Program revenues include (1)
charges paid by the recipient for goods or services or privileges provided by a given
function or activity and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular program. Taxes and other items not
properly included among program revenues are reported instead as general revenues. The
comparison of direct expenses with program revenues identifies the extent to which a given
function or segment is self-financing or draws from the general revenues of the City.

Fund financial statements

During the year, the City segregates transactions related to certain functions or activities in
separate funds in order to aid financial management and to demonstrate legal compliance,
Fund financial statements are designed to present financial information of the City at a
more detailed level. The focus of governmental fund financial statements is on major
funds. Each major fund is reported in a separate column. Nonmajor funds are aggregated
and presented in a single column in the fund financial statements.

Measurement focus and basis of accounting

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as do the proprietary funds
financial statements. Fiduciary funds do not have a measurement focus but they do use the
accrual basis of accounting to recognize receivables and payables. Revenues are recorded
when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider are met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered available
when they are collectible within the current peried or soon enough thereafter to pay
liabilities of the current period. For this purpese, the City considers property tax revenues
to be available in the period for which levied and other revenues if they are collected within
60 days of the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures, as
well as expenditures related to compensated absences and claims and judgments, are
recorded only when payment is due.

Property taxes, charges for services and interest associated with the current fiscal period are
considered susceptible to accrual and so have been recognized as revenues of the current
period. Entitlements and shared revenues are recorded at the time of receipt or earlier if the
susceptible to accrual criteria are met. Expenditure-driven grants are recognized as revenue
when the qualifying expenditures have been incurred and all other grant requirements have
been met.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Agency funds are custodial in nature and report only assets and liabilities. Accordingly,
agency funds do not measure results of operations however, they use the accrual basis of
accounting to recognize assets and payables.

The City reports the following major governmental funds:

General Fund - The General Fund is used to account for and report all financial resources
not accounted for in another fund.

Street Improvement Fund ~ The Street Improvement Fund is used to account for and report
the local sales tax revenues restricted to construction or improvement of City streets.

Debt Service Fund — The Debt Service Fund is used to account for and report financial
resources that are restricted, committed, or assigned to expenditure for principal and
interest.

Capital Project Fund — The Capital Project Fund is used to account for financial resources
to be used for the acquisition or construction of major capital facilities or improvements
(other than those financed by proprietary funds).

The City reports the following major proprietary funds:

Water Utility Fund — The Water Utility fund is used to account for the maintenance of the
municipal water utility system. The supply, treatment and distribution of water for the
City’s water utility are provided by the City of Wichita, Kansas, through a twenty-year
agreement entered into in 2011. The City of Wichita provides for all billing and collection
activities with a surcharge added to provide for City of Andover water system
improvements.

Sewer Utility Fund — The Sewer Utility fund is used to account for the operation of the
municipal sewer utility including the collection and treatment of wastewater.

Recycling/Trash Utility Fund — The Recycling/T'rash Utility fund is used to account for the
operation of the recycling and trash service collection of solid waste. A third-party service
provider provides the collection and disposal of trash to the City.

The City also reports the following fund types:

Special Revenue Funds - Special revenue funds are used to account for the proceeds of
specific revenue sources that are restricted by law or administrative action to expenditure
for specified purposes.

Agency Funds - The agency funds are used to report resources held by the City in a
custodial capacity for remittance of fiduciary resources to individuals, private organizations
or other governments. The City maintains agency funds for Payroll withholdings and for
Municipal Court Appearance Bonds.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

As a general rule, the effect of interfund activity has been eliminated from the government-
wide financial statements. Exceptions to this general rule are payments for franchise fees
and other charges between the City’s enterprise funds and various other functions of
government. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenues include (1) charges to customers or applicants for
goods, services or privileges provided, (2) operating grants and contributions, and (3)
capital grants and contributions. Internally dedicated resources are reported as general
revenues rather than as program revenues. In addition, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with the proprictary funds’ principal ongoing
operations. Principal operating revenues of the proprietary funds are charges to customers
for sales and services. Operating expenses for Enterprise Funds inciude the cost of sales
and services, administrative expenses and depreciation on capital assets. All revenues and
expenses not meeting these criteria are reported as nonoperating revenues and expenses.

Property taxes are not susceptible to accrual. Sales taxes collected and held by the State at
year-end on behalf of the City are recognized as revenue. Recognized state shared taxes
represent payments received during the current fiscal period. State statutes specify
distribution dates for such shared taxes and consequently, for revenue recognition purposes,
amounts collected and held by the State on behalf of the City at year-end are not due and
receivable until the ensuing year.

Expenditure driven grants are recognized as revenue when the qualifying expenditures have
been incurred and all other grant requirements have been met. Unrestricted aid is reported

as revenue in the fiscal year the entitlement is received.

Licenses, fees, fines, forfeitures and other revenue are generally not susceptible to accrual
and are recorded when received in cash.

Cash and investments

The City invests all idle cash aggregately. Investments are carried at fair value., Cash
deposits are reported at a carrying amount that approximates fair value. Investments in
external investment pools are valued at fair value representing the same value as the pool
shares. For purposes of the statement of cash flows, the Water Utility, Sewer Utility and
Recycling/Trash Utility Funds consider ali highly liquid investments (including restricted
assets) with a maturity date of three months or less when purchased to be cash equivalents.
Interest income is credited to the investing funds based on their average monthly balances.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property taxes receivable

In accordance with governing state statutes, property taxes levied during the current year
are a revenue source to be used to finance the budget of the ensuing year. Taxes are
assessed on a calendar year basis and are levied and become a lien on the property on
November | of each year. The County Treasurer is the tax collection agent for all taxing
entities within the County. Property owners have the option of paying one-half or the full
amount of the taxes levied on or before December 20th during the year levied with the
balance to be paid on or before May 10th of the ensuing year. State statutes prohibit the
County Treasurer from distributing taxes collected in the year levied prior to January 1st of
the ensuing year, At December 31st such taxes are a lien on the property and are recorded
as taxes receivable, net of anticipated delinquencies, with a corresponding amount recorded
as deferred inflows of resources on the balance sheets of the appropriate funds.

It is not practicable to apportion delinquent taxes held by the County Treasurer at the end
of the year and, further, the amounts thereof are not material in relationship to the financial

statements taken as a whole.

Sales taxes receivable

The City imposes a 1.75% local sales tax that is collected by the State and remitted to the
City on a monthly basis. 1% of the sales tax is committed to street rehabilitation within the
City and the additional .75% was approved by the citizenry on April 2015 for Central Park
restrooms, a new fire ladder truck and a new street shop building. The 75% tax was
imposed beginning October 1, 2015 and sunsets on or before October 1, 2020. The accrued
sales tax receivable represents the sales tax collected by the merchants and held by the
State at year-end. Such taxes are available to liquidate expenditures of the current period
and are accrued as revenues at year-end.

Special assessments receivable

As required by State statutes, projects financed in part by special assessments are financed
through the issuance of general obligation bonds, which are secured by the full faith and
credit of the City and are retired from the City's debt service fund. Further, State statutes
permit levying additional general ad valorem property taxes in the City's debt service fund
to finance delinquent special assessments receivable. Special assessments paid prior to the
issuance of bonds are recorded as revenue in the appropriate construction project. Special
assessments received after the issuance of bonds are recorded as revenue in the debt service
fund. Special assessment taxes are levied for various debt issues over ten, fifteen or
twenty-year periods and the annual installments are due and payable with annual ad
valorem property taxes. The City may foreclose liens against property benefited by special
assessments when delinquent assessments are two years in arrears. At December 31, the
special assessment taxes levied are a lien on the property and are recorded as special
assessments receivable in the debt service fund and as revenues in the statement of net
position, Since they are not considered available spendable resources for the funds
statement, the special assessments receivable are reported as deferred inflows of resources
in the funds statements.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Other taxes and revenues

Recognized state shared taxes represent payments received during the current fiscal period.
State statutes specify distribution dates for such shared taxes and, consequently, for
revenue recognition purposes, amounts collected and held by the state on behalf of the City
at year-end are not due and receivable until the ensuing year.

Current year revenue from federal and state grants receivable has been recognized on the
basis of current year expenditures applicable to such grants. Unrestricted aid is reported as

revenue in the fiscal year the entitlement is received.

Licenses, permits, fines, forfeitures, charges for services and other revenues are generally
not susceptible to accrual and are recorded when received in cash.

Utility accounts receivable

The City records water revenues billed to its customers when meters are read on a
bimonthly basis. Charges for sewage treatment and solid waste services are billed
quarterly. Unbilled service accounts receivable have been estimated at December 31, 2015,
and are appropriately recorded as revenues.

Inventories and prepaid expenses

The purchase method is used to account for inventories. Under the purchase method,
inventories are recorded as expenses when purchased. The inventory of consumable
supplies is not considered significant to the City’s financial statements.

Prepaid expenses, which benefit future periods, are recorded as expenditures during the
year of purchase in the fund financial statements.

Capital assets

Capital assets, which include property, plant, equipment and infrastructure assets (e.g.,
roads, bridges, curbs and gutters, sidewalks and similar items), are reported in the
applicable governmental or business-type activities columns in the government-wide
financial statements. The City defines capital assets as assets with an initial individual cost
of $5,000 or greater. Capital assets are valued at historical cost, or estimated historical cost
(if actual historical cost is not available). The historical cost, or estimates of historical cost,
for the City’s infrastructure assets include all assets acquired subsequent to January 1,
1980. Donated capital assets are valued at their estimated fair value on the date donated.
The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend the life of an asset are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are

constructed. For proprietary funds, interest costs incurred to bring certain assets to the
condition and location necessary for their intended use are capitalized as part of the
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

historical cost of acquiring the assets. Additionally, in situations involving the acquisition
of certain assets financed with the proceeds of tax-exempt borrowing, any interest earned
on related interest-bearing investments from such proceeds are offset against the related
interest costs in determining either capitalization rates or limitations on the amount of
interest costs to be capitalized.

Property, plant and equipment of the primary government and its component unit is
depreciated using the straight line method over the following estimated useful lives:

Buildings 50 years
Improvements other than buildings 50 years
Infrastructure 20 to 30 years
Machinery 4 to 10 years
Sewage treatment plant 50 years
Water and sewer mains 50 years

Amortization of capital leases is included in depreciation expense.

Compensated absences

The City's policy regarding vacation pay permits all regular employees with one year of
service to earn 40 hours vacation pay, two to five years of service to earn 80 hours vacation
pay, six to ten years of service to earn 96 hours vacation pay, eleven to fifteen years of
service to earn 120 hours vacation pay, sixteen to twenty years of service to earn 160 hours
vacation pay, twenty-one to twenty-five years of service to earn 176 hours vacation pay and
twenty-six or more years of service to earn 200 hours vacation pay. Employees may
accumulate a maximum of 40 to 300 hours of vacation pay depending on the employee’s
years of service with the City. Upon resignation, employees who have vacation hours in
excess of the maximum vacation balance, per their years of service, will receive their
current rate of pay for hours up to the maximum vacation balance level. Vacation hours in
excess of this level will be paid at the rate of pay on December 31, 2015. The City's policy
regarding sick leave permits all regular full-time and probationary employees to earn 8
hours of sick leave for every month of service. Sick leave is allowed to accumulate up to a
maximum of 480 hours. After the maximum hours are reached, employees, based on their
monthly or hourly salary, will be paid 5/12 of the unused hours over the maximum as of
December 31st. Policies require the cancellation of accumulated sick leave upon
termination. The liabilities for accrued compensated absences are based on current salary
rates and the vested portion of accumulated benefits. The liability for compensated
absences is accrued when incurred in the government-wide and proprietary fund financial
statements. A liability for these amounts is reported in the governmental funds statements
only if they have matured, for example, as a result of employee termination or retirement.

Accrued liabilities and long-term debt

All payables, accrued liabilities and long-term obligations are reported in the government-
wide financial statements. In general, governmental fund payables and accrued liabilities
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

that, once incurred, are paid in a timely manner and in full from current financial resources
are reported as obligations of the funds. However, claims and judgments, compensated
absences, general obligation bonds and capital lease obligations that will be paid from
governmental funds are reported as a liability in the fund financial statements only to the
extent that they are due for payment during the current year. In the government-wide
financial statements, bond premiums and/or discounts are amortized over the life of the
bonds.

For governmental funds, bond premiums and discounts, as well as issuance costs, are
recognized during the current period. Bond proceeds are reported as an other financing
source net of the applicable premium or discount. Issuance costs, even if withheld from the
actual net proceeds received, are reported as debt service fund expenditures.

The present value of net minimum capitalized lease payments is recorded as expenditures
in the applicable governmental fund and subsequent lease payments are accounted for as

debt service expenditures.

Retirement plans

Substantially all full-time City employees, other than police and fire employees, are
members of a single employer defined contribution pension plan administered by AXA
Financial, Inc. The City's policy is to fund ali pension costs accrued. The police and fire
employees of the City are members of the State of Kansas Police and Firemen’s Retirement
System, which is a cost-sharing muiti-employer statewide pension plan. The City’s policy
is to fund all pension costs accrued; such costs to be funded are determined annually by the
System’s actuary.

Concentration of credit risk

The City routinely grants credit to utility customers, in accordance with applicable utility
rate ordinances, generally all of which are located within the environs of the City. This
credit is unsecured by the City however, annually the City certifies any unpaid utility
billings to the County Clerk for property tax levy against the respective property owners.

Risk management

The City is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The City carries commercial insurance for all risks of loss. Settled claims resulting from
these risks have not exceeded commercial insurance coverage in any of the past three years.

Deferred Inflows of Resources/Deferred Qutflows of Resources
A deferred outflow of resources is the consumption of net position that is applicable to a

future reporting period. A deferred inflow of resources is defined as an acquisition of net
position applicable to a future reporting pericd. The City has identified changes in the
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

pension liability proportion and differences between expected and actual experience and
deferred refunding bond costs as financial items that meet the definition of deferred
outflows of resources. The City identified certain items that met the definition of a
deferred inflow of resources. These items include property taxes receivable, special
assessment taxes receivable, premium received on the sale of general obligation bonds and
pension related items of differences between expected and actual experience, differences
between projected and actual investment earnings, changes in assumptions and changes in
pension liability proportion. These items are classified as deferred inflows of resources and
will be recognized in the period that the amounts become available.

Equity Classifications

In the government-wide financial statements, equity is reflected as net position and
classified into three components:

* Net investment in capital assets — consisting of capital assets including restricted
capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any bonds, leases, or other borrowings that are attributable to the
acquisitions, construction or improvements of those assets.

* Restricted net position — consisting of net position with constraints placed on their
use either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments; or (2) law through constitutional provisions or
enabling legislation. The City first utilizes restricted resources to finance qualifying
activities.

* Unrestricted net position — ail other net position that do not meet the definition of
“restricted” or “net investment in capital assets”.

As prescribed by Governmental Accounting Standards Board Statement No. 54, Fund
Balance Reporting and Governmental Fund Type Definitions, governmental fund balance
classifications are based primarily on the extent to which the City is bound to honor
constraints on the specific purposes for which amounts in the funds can be expended. In
the governmental funds financial statements, equity is classified into potentially five
components:

* Nonspendable — Assets that cannot be spent because they are either (1) not in
spendable form; or (2) legally or contractually required to be maintained in tact.

* Restricted —~ Assets with externally imposed constraints such as those mandated by
creditors, grantors, and contributors, or laws and regulations. Such constraint is
binding unless modified or rescinded by the applicable external body, laws or
regulations.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

+ Committed — The committed portion of fund balance can only be used for the
specific purpose imposed by an ordinance authorized by a majority vote of the City
Council. Any changes or removal of specific purposes requires a majority vote by a
quorum of the governing body.

* Assigned — The assigned portion of fund balance is that which the City of Andover
intends to use for a specific purpose as directed by the City Council. The portion of
fund balance that is appropriated by the City Council for next year’s budget that is
not already restricted or committed is considered assigned. Encumbrances, which
can be approved by designated senior staff, are included in assigned fund balance.

* Unassigned — All amounts not included in the other fund balance classifications.
The General Fund shall be the only fund to report positive unassigned fund balance.
Al other governmental funds may report negative unassigned fund balance.

In circumstances when expenditure is made for a purpose in which amounts are available in
multiple fund balance classifications, fund balance is depleted in the order of restricted,
comrmitted, assigned and unassigned.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ

from those estimates.

Budgetary principles

The City is required by State statute to adopt annua! budgets for the general fund, special
revenue funds (unless exempted by specific statute), debt service funds and enterprise
funds on or before August 25 for the ensuing year. Specific special revenue funds
exempted from legally adopted budgetary requirements include the Andover Public
Building Commission fund, 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 1st.

2. Publication in the local newspaper of the proposed budget and notice of public
hearing on the budget on or before August 5th.

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

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

54



1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Controls over spending in funds which are not subject to legal budgets are maintained by
the use of internal spending limits established by management. Kansas statutes permit
transferring budgeted amounts from one object or purpose to another within the same fund;
however, such statutes prohibit creating expenditures in excess of the total amount of the
adopted budget of expenditures of individual funds. Management has the authority to
exceed line item budgets however, total fund expenditures cannot exceed the adopted
budget of expenditures of individual funds.

Kansas statutes allow for the governing body to increase the originally adopted budget for
previously unbudgeted increases in revenue other than ad valorem property taxes. This
process requires a notice of public hearing to amend the budget to 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. The original budgets for the following funds
were amended during 2015:

Original Amended
Fund Budget Budget
Hotel and Tourism $ 95,000 $ 149,000
Park Improvement 234073 334,073
Emergency 911 4