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Legislative Division of Post Audit 
  
The Legislative Division of Post Audit is the audit 
arm of the Kansas Legislature.  Created in 1971, 
the division’s mission is to conduct audits that 
provide the Legislature with accurate, unbiased 
information on the performance of state and local 
government.  The division’s audits typically examine 
whether agencies and programs are effective in 
carrying out their duties, efficient with their 
resources, or in compliance with relevant laws, 
regulations and other requirements. 
 
The division’s audits are performed at the direction 
of the Legislative Post Audit Committee, a 
bipartisan committee comprising five senators and 
five representatives.  By law, individual legislators, 
legislative committees, or the Governor may 
request a performance audit, but the Legislative 
Post Audit Committee determines which audits will 
be conducted. 
 
Although the Legislative Post Audit Committee 
determines the areas of government that will be 
audited, the audits themselves are conducted 
independently by the division’s professional staff.  
The division’s reports are issued without any input 
from the committee or other legislators.  As a result, 
the findings, conclusions, and recommendations 
included in the division’s audits do not necessarily 
reflect the views of the Legislative Post Audit 
Committee or any of its members. 
 
The division conducts its audit work in accordance 
with applicable government auditing standards set 
forth by the U.S. Government Accountability Office. 
These standards pertain to the auditor’s 

professional qualifications, the quality of the 
audit, and the characteristics of professional 
and meaningful reports. The standards also 
have been endorsed by the American 
Institute of Certified Public Accountants 
(AICPA) and adopted by the Legislative Post 
Audit Committee. 
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This audit was conducted by RubinBrown under contract with Legislative Post Audit.  Julie 
Pennington was the audit manager. If you need any additional information about the 
audit’s findings, please contact Julie at the Division’s offices.  
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The Honorable Sam Brownback, Governor of the State of Kansas 
Members of the Kansas Legislature, and Members of the 
   Legislative Post Audit Committee  
State of Kansas 
Topeka, Kansas 
 
 
We have audited the financial statements of the State of Kansas (the State) as of and 
for the year ended June 30, 2013, and have issued our report thereon dated 
December 20, 2013.  Our audit was performed in accordance with auditing standards 
generally accepted in the United States of America and Government Auditing 
Standards.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free from material 
misstatement and presented in accordance with accounting principles generally 
accepted in the United States of America.  Auditing Standards require the auditor to 
ensure that those charged with corporate governance receive additional information 
regarding the scope and results of the audit that may assist the governing body in 
overseeing the financial reporting and disclosure process for which management is 
responsible.  The following sections describe matters which are required to be reported 
to you.  
 
Our Responsibility Under U.S. Generally Accepted Auditing Standards, 
Government Auditing Standards and OMB Circular A-133 
  
As stated in the Agreement for Auditing and Related Services for the State of Kansas 
dated December 7, 2010, as amended, and our engagement letter dated November 12, 
2013, our responsibility, as described by professional standards, is to express opinions 
about whether the financial statements prepared by management are fairly presented, 
in all material respects, in conformity with U.S. generally accepted accounting 
principles and that the State complied, in all material respects, with the applicable 
compliance requirements of its major federal programs.  Our audit of the financial 
statements and compliance does not relieve you or management of responsibility for the 
accuracy of the financial statements or compliance with applicable requirements.  
 
Professional standards also require that we obtain an understanding of the State’s 
internal control to plan the audit.  However, such understanding is required for the 
purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control.  Accordingly, we express no such assurance. 
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Other Information In Documents Containing Audited Financial Statements 
 
To our knowledge, the 2013 audited financial statements are not included within any 
other document, other than those instances that have been disclosed to us. 
 
Our audit has been conducted for the purpose of forming opinions on the basic financial 
statements that collectively comprise the State’s basic financial statements.  The 
introductory section, the combining and individual fund financial statements and 
schedules, and the statistical section, as listed in the table of contents in the financial 
statements, are presented for purposes of additional analysis and are not a required 
part of the basic financial statements.  The combining and individual fund financial 
statements have been subjected to the auditing procedures applied in the audit of the 
basic financial statements and, in our opinion, 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 will express no opinion on 
them. 
 
The Management’s Discussion and Analysis, the Schedules of Funding Progress, and 
the Budgetary Comparison Information as listed in the table of contents in the financial 
statements are not a required part of the basic financial statements but are 
supplementary information required by accounting principles generally accepted in the 
United States of America.  We have applied certain limited procedures, which consisted 
of inquiries of management regarding the methods of preparing the information and 
comparing the information for consistency with management’s response to inquiries, 
the basic financial statements, and other knowledge we obtained during our audit.  
However, we did not audit the information and express no opinion on it. 
 
Planned Scope And Timing Of The Audit 
 
We performed the audit according to the planned scope and timing previously 
communicated to you in the Agreement for Auditing and Related Services for the State 
dated December 7, 2010, as amended, and our engagement letter dated November 12, 
2013, regarding the nature, timing and extent of our audit procedures.   
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Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies.  
In accordance with the terms of our engagement letter, we will advise management 
about the appropriateness of accounting policies and their application.  The significant 
accounting policies used by the State are described in Note I to the financial 
statements.  As described in Note I to the financial statements, the State adopted the 
following accounting policies during fiscal year 2013: 
 

The State implemented GASB Statement No. 60 Accounting and Financial 
Reporting for Service Concession Arrangements.  This statement addresses how 
to account for and report service concession arrangements. 
 
The State implemented GASB Statement No. 61 The Financial Reporting 
Entity which addresses various financial reporting requirements, including the 
reporting requirements for component units. 
 
The State implemented GASB Statement No. 63, Financial Reporting of 
Deferred Outflows of Resources, Deferred Inflows of Resources, and Net 
Position.  This statement defined deferred outflows and inflows of resources as 
a consumption of net position by a government that is applicable to a future 
reporting period and an acquisition of net position by a government that is 
applicable to a future reporting period, respectively.  Net position is the 
residual of all the other elements presented in a statement of financial position. 
 

We noted no transactions entered into by the State during the year for which there was 
a lack of authoritative guidance or consensus. There are no significant transactions that 
have been recognized in the financial statements in a different period than when the 
transaction occurred. 
 
Accounting estimates are an integral part of the financial statements prepared by 
management and are based on management’s knowledge and experience about past and 
current events and assumptions about future events.  Certain accounting estimates are 
particularly sensitive because of their significance to the financial statements and 
because of the possibility that future events affecting them may differ significantly from 
those expected.  The most sensitive estimates affecting the financial statements are: 
 

Depreciable lives used to calculate depreciation of buildings and equipment 
based on the assets’ estimated useful lives 
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The assessment of the condition of infrastructure related assets in determining 
the net book value of infrastructure under the modified approach outlined in 
GASB Statement No. 34 
 
Allowance for uncollectible income and sales taxes receivable based on the 
estimated amount of receivables that will not be collected in the future, using 
historical collection rates   
 
Accrued post employment benefits based upon a projection of future health 
insurance costs for eligible retirees participating in the program and a 
projection of future cash outflows discounted to present value 
 
Determination of the fair value of derivative financial instruments (interest 
rate swaps) based on how interest rates and other market factors affect the 
terms imbedded in each transaction for the period reported 
 
Self insurance liabilities based upon known claim information and historical 
trends 
 
Pollution remediation liabilities based upon expected future clean up costs 
 

We evaluated the key factors and assumptions used to develop these estimates in 
determining that they are reasonable in relation to the financial statements taken as a 
whole. 
 
The disclosures to the financial statements are neutral, consistent, and clear.  Certain 
financial statement disclosures are particularly sensitive because of their significance to 
the financial statements users.  The most sensitive disclosures affecting the financial 
statements are: 
 

The disclosure of Deposits and Investments in Note III A to the financial 
statements  
 
The disclosure of Long-Term Obligations in Note III I to the financial 
statements 
 
The disclosure of Revisions to Beginning Net Position in Note III J to the 
financial statements 
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The disclosure of Contingencies and Commitments in note IV B to the financial 
statements 
 
The disclosure of Other Post Employment Benefits in note IV D to the financial 
statements 
 
The disclosure of Employee Retirement Systems and Pension Plans in note 
IV E to the financial statements 

 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing 
and completing our audit.   
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements 
identified during the audit, other than those that are trivial, communicate them to the 
appropriate level of management, and request their correction.  Management has 
corrected all audit adjustments considered to be material, either individually or in the 
aggregate; see the attachment labeled “Adjusting Journal Entries.”  In addition, we 
accumulated certain uncorrected misstatements; see the attachment labeled “Passed 
Journal Entries.”  Management has determined that these uncorrected misstatements 
are not material, both individually and in the aggregate, to the financial statements 
taken as a whole. 
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with 
management as a financial accounting, reporting, or auditing matter, whether or not 
resolved to our satisfaction, that could be significant to the financial statements or the 
auditors’ report.  We are pleased to report that no such disagreements arose during the 
course of our audit.  
 
Management Representations 
 
We have requested certain representations from management that are included in the 
management representation letter dated December 20, 2013. 
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Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about 
auditing and accounting matters, similar to obtaining a “second opinion” on certain 
situations.  If a consultation involves application of an accounting principle to an 
entity’s financial statements or a determination of the type of auditors’ opinion that 
may be expressed on those statements, our professional standards require the 
consulting accountant to check with us to determine that the consultant has all the 
relevant facts.  The Department of Administration, Office of the Chief Financial Officer, 
contracted with an outside accounting firm to assist with the preparation of certain 
year-end close procedures and the preparation of the financial statements.  To our 
knowledge, this relationship is the only consultation that occurred with other 
accountants.  
 
Other Audit Findings or Issues 
 
In addition, we generally discuss a variety of matters, including the application of 
accounting principles and auditing standards, with management each year prior to 
retention as the State’s auditors.  However, these discussions occurred in the normal 
course of our professional relationship and our responses were not a condition to our 
retention. 
 
This information is intended solely for the use of the Honorable Sam Brownback, 
Governor of the State of Kansas, Members of Kansas Legislature, and Members of the 
Legislative Post Audit Committee and is not intended to be and should not be used by 
anyone other than these specified parties.   
 

 
 
December 20, 2013 
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Independent Auditors’ Report 
 
 
Legislative Post Audit Committee 
Kansas State Legislature 
State of Kansas 
 
 
Report On The Financial Statements 
 
We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund, 
and the aggregate remaining fund information of the State of Kansas (the State), as of and for 
the year ended June 30, 2013 and the related notes to the financial statements, which 
collectively comprise the State’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. 
 

R-18



Legislative Post Audit Committee 
Kansas State Legislature 
State of Kansas 
 
 

 

 Page 4 

Auditors’ Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audit.  We 
did not audit the financial statements of the various component units of the six state 
universities which represent 51 percent and 30 percent, respectively, of the assets and revenues 
of the discretely presented component units, the Kansas Development Finance Authority 
(KDFA) which represents 1 percent and less than 1 percent, respectively, of assets and revenues 
of the discretely presented component units, the Kansas Housing Resources Corporation 
(KHRC) which represents less than 1 percent and 2 percent, respectively, of assets and 
revenues of the discretely presented component units, the Kansas Bioscience Authority (KBA) 
which represents 2 percent and less than 1 percent, respectively, of assets and revenues of the 
discretely presented component units, the Kansas Public Employees Retirement System 
(KPERs) which represents 82 percent and 33 percent, respectively, of assets and revenues of the 
aggregate remaining fund information, and the Kansas Lottery which represents less than 1 
percent and 7 percent, respectively, of the assets and revenues of the aggregate remaining fund 
information.  Those financial statements were audited by other auditors whose reports thereon 
have been furnished to us, and our opinion, insofar as it relates to the amounts included for the 
component units of the six state universities, KDFA, KHRC, and KBA in the aggregate 
discretely presented component units, and KPERs and the Kansas Lottery in the aggregate 
remaining fund information, is based solely on the reports of the other auditors.  We conducted 
our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement.  The financial statements of the various 
component units of the six state universities were not audited in accordance with Government 
Auditing Standards. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditors’ 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluating the overall presentation of 
the financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 
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Opinions 
 
In our opinion, based on our audit and the reports of the other auditors, the financial 
statements referred to above present fairly, in all material respects, the respective financial 
position of the governmental activities, the business-type activities, the aggregate discretely 
presented component units, each major fund, and the aggregate remaining fund information of 
the State as of June 30, 2013, and the respective changes in financial position and, where 
applicable, its cash flows, for the year then ended in accordance with accounting principles 
generally accepted in the United States of America.  
 
Change In Accounting Principle 
 
As discussed in Note I. H to the financial statements, in 2013 the State implemented the 
following pronouncements: GASB Statement No. 60 Accounting and Financial Reporting for 
Accounting and Financial Reporting for Service Concession Arrangements, GASB Statement No. 
61 The Financial Reporting Entity, and GASB Statement No. 63 Financial Reporting of 
Deferred Outflow of Resources, Deferred Inflow of Resources, and Net Position.  Our opinion is 
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, the budgetary comparison information, the information 
needed to support the modified approach for infrastructure reporting and the other post 
employment benefits schedule of funding progress, as listed in the accompanying 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 and the other auditors 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 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the State’s basic financial statements.  The combining and individual non-
major fund financial statements and other schedules, introductory section and statistical 
section, as listed in the accompanying table of contents, are presented for purposes of additional 
analysis and are not a required part of the basic financial statements.   
 
The combining and individual non-major fund financial statements and other schedules are the 
responsibility of management and were derived from and relate directly to the underlying 
accounting and other records used to prepare the financial statements.  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 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, by us and the other 
auditors.  In our opinion, based on our audit, the procedures performed as described above, and 
the reports of other auditors, this information is fairly stated, in all material respects, in 
relation to the basic financial statements taken as a whole.   
 
The accompanying introductory and statistical sections, have not been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, accordingly, we do not 
express an opinion or provide any assurance on them. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 20, 2013 on our consideration of the State’s internal control over financial reporting 
and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant 
agreements and other matters.  The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and 
not to provide an opinion on the internal control over financial reporting or on compliance.  That 
report is an integral part of an audit performed in accordance with Government Auditing 
Standards in considering the State’s internal control over financial reporting and compliance. 
 

 
 
December 20, 2013 
Overland Park, Kansas 
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Independent Auditors’ Report On Internal Control 
Over Financial Reporting And On Compliance And  

Other Matters Based On An Audit Of Financial 
Statements Performed In Accordance With 

Government Auditing Standards 
 
 
Legislative Post Audit Committee 
Kansas State Legislature 
State of Kansas 
 
 
We have audited the financial statements of the governmental activities, the business-type 
activities, the aggregate discretely presented component units, each major fund, and the 
aggregate remaining fund information of the State of Kansas (the State), as of and for the year 
ended June 30, 2013, and the related notes to the financial statements, which collectively 
comprise the State’s basic financial statements and have issued our report thereon dated 
December 20, 2013.  We conducted our audit in accordance with the auditing standards 
generally accepted in the United States of America, and the standards applicable to financial 
audits contained in the Government Auditing Standards, issued by the Comptroller General of 
the United States.  Our report includes a reference to other auditors who audited the financial 
statements of the various component units of the six state universities, the Kansas 
Development Finance Authority (KDFA), the Kansas Housing Resources Corporation (KHRC), 
the Kansas Bioscience Authority (KBA), the Kansas Public Employees Retirement System 
(KPERS) and the Kansas Lottery, as described in our report on the State’s financial statements.  
This report does not include the results of the other auditors testing of internal control over 
financial reporting or compliance and other matters that are reported on separately by those 
auditors.  The financial statements of the various component units of the six state universities 
were not audited in accordance with Government Auditing Standards, and accordingly this 
report does not include reporting on internal control over financial reporting or instances of 
reportable noncompliance associated with the component units of the six state universities. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the State’s 
internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
State’s internal control over financial reporting.  Accordingly, we do not express an opinion on 
the effectiveness of the State’s internal control.   
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the State’s financial statements will not be 
prevented, or detected and corrected, on a timely basis.  A significant deficiency is a deficiency, 
or combination of deficiencies, in internal control that is less severe than a material weakness, 
yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all deficiencies 
in internal control over financial reporting that might be significant deficiencies or material 
weaknesses.  Given these limitations, during our audit we did not identify any deficiencies in 
internal control that we consider to be material weaknesses.  However, material weaknesses 
may exist that have not been identified. 
 
Compliance And Other Matters 
 
As part of obtaining reasonable assurance about whether the State’s financial statements are 
free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit and, 
accordingly, we do not express such an opinion.  The results of our tests disclosed no instances 
of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 
 
Purpose Of This Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the result of that testing, and not to provide an opinion on the effectiveness of 
the State’s internal control or on compliance.  This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity’s 
internal control and compliance.  Accordingly, this communication is not suitable for any other 
purpose. 
 

 
 
December 20, 2013 
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