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The Honorable Sam Brownback, Governor of the State of Kansas W rubinbrown.com
Members of the Kansas Legislature, and Members of the E info@rubinbrown.com
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.

R-2



The Honorable Sam Brownback, Governor of the State of Kansas
Members of the Legislature, and Members of the
Legislative Post Audit Committee Page 2

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 IIT 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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Phone: 785-296-2311
Office of the Chief Financial Officer Fax: 785-296-1477
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Topeka, KS 86603 Department of Administration : www.da ks.gov

Jim Clark, Secretary . Sam Brownback, Governor
DeAnn Hill, Chief Financial Officer

December 20, 2013

RubinBrown LLP

10975 Grandview Drive
Building 27, Suite 600
Overland Park, Kansas 66210

We are providing this letter in connection with your audit of the financial statements of State of Kansas as of
June 30, 2013 and for the year then ended for the purpose of expressing opinions as to whether the financial
statements 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 of Kansas and the respective changes in financial
position and, where applicable, cash flows thereof in conformity with U.S. generally accepted accounting
principles. We understand that you 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 compaonent 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 the assets and revenue of the
aggregate remaining fund information, and the Kansas Lottery which represents less than 1 percent and 7
percent, respectively, of the aggregate remaining fund information. Those financial statements were audited by
other accountants whose reports thereon have been furnished to you, and your opinion, insofar as it relates to
the amounts included for the State of Kansas Comprehensive Annual Financial Report, is based solely on the
reports of other accountants. We confirm that we are responsible for the fair presentation of the previously
mentioned financial statements in conformity with U.S. generally accepted accounting principles.

We confirm, to the best of our knowledge and belief the following representations made to you during your
audit.

1. We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter and the
- Agreement for Auditing and Related Services for the State of Kansas. '

Page 1of7
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2.

o

The financial statements referred to above are fairly presented in conformity with U.S. generally
accepted accounting principles and include all properly classified funds and other financial information
of the primary government and all component units required by generally accepted accounting
principles to be included in the financial reporting entity.

We acknowledge our responsibility for 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.

We acknowledge our responsibility for the design, implementation, and maintenance of internal control
to prevent and detect fraud.

Significant assumptions we used in making accounting estimates are reasonable.

Related party relationships and transactions, including revenues, expenditures/expenses, loans,
transfers, leasing arrangements, and guarantees, and amounts receivable from or payable to related
parties have been appropriately accounted for and disclosed in accordance with the requirements of
U.S. GAAP.

All events subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed. No events, including instances of
noncompliance, have occurred subsequent to the balance sheet date and through the date of this letter
that would require adjustment to or disclosure in the aforementioned financial statements or in the
schedule of findings and questioned costs.

The effects of uncorrected misstatements are immaterial both individually and in the aggregate, to the
financial statements for each opinion unit. A list of the uncorrected misstatements is attached to the
representation letter.

The effects of all known actual or possible litigation, claims, and assessments have been accounted for
and disclosed in accordance with U.S. GAAP.

10. Guarantees, whether written or oral, under which the State is contingently liable, if any, have been

properly recorded or disclosed.

11. We have provided you with:

a. Access to all information, of which we are aware, that is relevant to the preparation and fair
presentation of the financial statements, such as records, documentation, and other matters.

b. Additional information that you have requested from us for the purpose of the audit.

¢. Unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence.

d. Minutes of the meetings of all State of Kansas Legislative committees or summaries of actions
of recent meetings for which minutes have not yet been prepared.

12. All material transactions have been recorded in the accounting records and are reflected in the financial

statements and the schedule of expenditures of federal awards.

13.We have disclosed to you the results of our assessment of the risk that the financial statements may be

materially misstated as a result of fraud.

14.We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

a. Management, .
b. Employees who have significant roles in internal control, or
c. Others where the fraud could have a material effect on the financial statements.

Page 2 0f 7
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15.We have no knowledge of any allegations of fraud or suspected fraud affecting the entity's financial
statements communicated by employees, former employees, regulators, or others.

16.We have disclosed to you all known instances of noncompliance or suspected noncompliance with
provisions of laws, regulations, contracts, or grant agreements, or abuse, whose effects should be
considered when preparing financial statements.

17.We have disclosed to you all known actual or possible litigation, claims, and assessments whose
effects should be considered when preparing the financial statements.

18.We have disclosed to you the identity of the entity's related parties and all the related party
relationships and transactions of which we are aware.

19.We have made available to you all financial records and related data and all audit or relevant
monitoring reports, if any, received from funding sources.

20.There have been no communications from regulatory agencies concerning noncompliance with, or
deficiencies in, financial reporting practices.

21.We have a process to track the status of audit findings and recommendations.

22.We have identified to you any previous audits, attestation engagements, and other studies related to

“the audit objectives and whether related recommendations have been implemented.

23.We have provided our views on reported findings, conclusions, and recommendations, as well as our
planned corrective actions, for the report.

24.The State has no plans or intentions that may materially affect the carrying value or classification of
assets, liabilities, or net position.

25 . We are responsible for compliance with the laws, regulations, and provisions of contracts and grant

- agreements applicable to us, including tax or debt limits and debt contracts; and we have identified and

disclosed to you all laws, regulaticns and provisions of contracts and grant agreements that we believe
have a direct and material effect on the determination of financial statement amounts or other financial
data significant to the audit objectives, including legal and contractual provisions for reporting specific
activities in separate funds.

26.There are no violations or possible violations of budget ordinances, laws and regulations (including
those pertaining to adopting, approving, and amending budgets), provisions of contracts and grant
agreements, tax or debt limits, and any related debt covenants whose effects should be considered for
disclosure in the financial statements, or as a basis for recording a loss contlngency, or for reporting on
noncompliance.

27.The State has satisfactory title to all owned assets, and there are no liens or encumbrances on such
assets nor has any asset been pledged as collateral, except as disciosed to you.

28.The State has complied with all aspects of contractual agreements that would have a material effect on
the financial statements in the event of noncompliance.

29.We have followed all applicable laws and regulations in adopting, approving, and amending budgets.

30.The financial statements include all component units as well as joint ventures with an equity interest,
and properly disclose all other joint ventures and other related organizations. Alf component units were
assessed by us to determine if blended or discrete presentation was necessary.

31.The financial statements properly classify all funds and activities.
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32.All funds that meet the quantitative criteria in GASB Statement Nos. 34 and 37 for presentation as
major are identified and presented as such and all other funds that are presented as major are
particularly important to financial statement users.

33.Components of net position (net investment in capital assets; restricted; and unrestrlcted) are properly
classified and, if applicable, approved.

34.Investments, derivative instruments, and land and other rea! estate held by endowments are properly
valued. -

35. Provisions for uncollectible receivables have been properly identified and recorded.

36. Expenses have been appropriately classified in or allocated to functions and programs in the statement
of activities, and allocations have been made on a reasonable basis.

37.Interfund, internal, and intra-entity activity and balances have been appropriately classified and
reported.

38.Deposits and investment securities and derivative instruments are properly classified as to risk and are
properly disclosed. Furthermore, we determined that the College Savings Program Trust does not
meet the definition of a fiduciary fund for reporting purposes and therefore should not be included in the
financial statements and related footnotes to the State. _

39. Capital assets, including infrastructure and intangible assets, are properly capitalized, reported, and, if
applicable, depreciated.

40.The government meets the GASB- estabhshed requirements for accounting for eligible infrastructure
assets using the modified approach.

41.We have appropriately disclosed the State's policy regarding whether to first apply restricted or
unrestricted resources when an expense is incurred for purposes for which both restricted and
unrestricted net position are available and have determined that net position was properly recognized
under the policy. :

42.We acknowledge our responsibility for the required supplementary information (RSi). The RSI is
measured and presented within prescribed guidelines and the methods of measurement and
presentation have not changed from those used in the prior period. We have disclosed to you any
significant assumptions and interpretations underlying the measurement and presentation of the RSI.

43. With respect to federal award programs, we have relied upon confirmations and certifications provided
by the respective departments of the State of Kansas:

a. We are responsible for understanding and complying with and have complied with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations.

b. We have, in accordance with OMB Circular A-133, prepared the schedule of expenditures of
federal awards (SEFA) in accordance with OMB Circular A-133, and have included, identified
and disclosed in the schedule expenditures made during the audit period for all awards provided

- by federal agencies in the form of grants, federal cost-reimbursement contracts, loans, loan
guarantees, property (including donated surplus property), cooperative agreements, interest
subsidies, insurance, food commadities, direct appropriations, and other assistance.
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c. We acknowledge our responsibility for presenting the schedule of expenditures of federal
awards (SEFA) in accordance with the requirements of OMB Circutar A-133 §310.b, and we
believe the SEFA, including its form and content, is fairly presented in accordance with the
Circular. The methods of measurement and presentation of the SEFA have not changed from
those used in the prior period and we have disclosed to you any significant assumptions and
interpretations underlying the measurement and presentation of the SEFA.

d. If the SEFA is not presented with the audited financial statements, we will make the audited
financial statements readily available to the intended users of the supplementary information no
later than the date we issue the supplementary information and the auditor's report thereon.

e. We have identified and disclosed to you all of our government programs and refated activities
subject to OMB Circular A-133.

f. We are responsible for understanding and complying with, and have complled with in all
material respects, the requirements of laws, regulations, and the provisions of ¢ontracts and
grant agreements related to each of our federal programs and have identified and disclosed to
you the requirements of laws, regulations, and the provisions of contracts and grant agreements
that are considered to have a direct and material effect on each major program.

g. We are responsible for establishing and maintaining, and have established and maintained,
effective internal control over compliance requirements applicable to federal programs that
provides reasonable assurance that we are managing our federal awards in compliance with
laws, regulations, and the provisions of contracts and grant agreements that could have a
material effect on our federal programs. We believe the internal control system is adequate and
is functioning as intended. Also, no changes have been made in internal control over
compliance or other factors to the date of this letier that might significantly affect internal control,
including any corrective action taken with regard to control deficiencies reported in the schedule
of findings and questioned costs.

h. We have made available to you all contracts and grant agreements (including amendments, if
any) and any other correspondence with federal agencies or pass-through entities relating to
major federal programs.

i. We have received no requests from a federal agency to audit one or more specific programs as
a major program.

J- We have complied, in all material respects with the compliance requirements, including when
applicable, those set forth in the OMB Circular A-133 Compliance Supplement, relating to
federal awards and have identified and disclosed to you all amounts questioned and any known
noncompliance with the requirements of federal awards, including those resulting from other
audits or program reviews.

k. We have disclosed any communications from grantors and pass-through entities concerning
possible noncompliance with the applicable compliance requirements, including
communications received from the end of the period covered by the compliance audit to the
date of the auditor’s report.

I.  We have disclosed to you the findings received and related corrective actions taken for previous
audits, attestation engagements, and internal or external monitoring that directly relate to the
objectives of the compliance audit, including findings received and corrective actions taken up to
the date of the auditor’s report.
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m. Amounts claimed or used for matching were determined in accordance with relevant guidelines
in OMB Circular A-87, Cost Principles for State, Local, and Tribal Governments, and OMB's
Uniform Administrative Requirements for Grants and Cooperative Agreements.

n. We have disclosed to you our interpretation of compliance requirements that may have varying
interpretations.

0. We have made available to you all documentation related to the compliance requirements,
including information related to federal program financiai reports and claims for advances and
reimbursements.

p. Federal program financial reports and claims for advances and reimbursements are supported
by the hooks and records from which the financial statements have been prepared.

gq. We have charged costs to federal awards in accordance with applicable cost principles.

r. The copies of federal program financial reports provided you are true copies of the reports
submitted, or electronically transmitted, to the respective federal agency or pass-through entity,
as applicable.

s. We have monitored subrecipients to determine that they have expended pass-through
assistance in accordance with applicabie laws and regula’uons and have met the requirements
of OMB Circular A-133. _

t. We have taken appropriate action, including issuing management decisions, on a timely basis
after receipt of subrecipients’ auditor's reports that identified noncompliance with laws,
regulations, or the provisions of contracts or grant agreements and have ensured that
subrecipients have taken the appropriate and timely corrective action on findings.

u. We have considered the results of subrecipient audits and have made any necessary
adjustments to our books and records.

v. We are responsible for and have accurately prepared the summary schedule of prior audit
findings to include all findings required to be included by OMB Circular A-133 and we have
provided you with all information on the status of the follow-up on prior audit findings by federal
awarding agencies and pass-through entities, including all management decisions.

w. We are responsible for and have accurately prepared the auditee section of the Data Coilection
Form as required by OMB Circular A-133.

X. We are responsible for preparing and implementing a corrective action plan for each audit
finding.

. y. We have disclosed to you all contracts or other agreements with service organizations, and we
have disclosed to you all communications from the service organizations relating to
noncompliance at the service organizations.

44 Regarding the reconciliation of the differences between the State's pooled cash fund balances reported
at financial institutions and balances reported on the general ledger contained in SMART, the remaining
unreconciled difference is insignificant. We have designed a process to properly reconcile the cash
fund going forward and have successfully implemented that process.

45, We employ actuaries to determine adequate reserves for significant self insurance liabilities. We have
properly accrued liabilities based on calculations provided by those actuaries. We have also reviewed
the methods and assumptions used by those actuaries and consider them to be reasonable and
accurate.
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46.With respect to the Supplementary Information (combining and individual non-major fund financial
statements and other schedules):

a. We acknowledge our responsibility for presenting the Supplementary Information in accordance
with accounting principles generally accepted in the United States of America, and we believe
the Supplementary Information, including its form and content, is fairly presented in accordance
with accounting principles generally accepted in the United States of America. The methods of
measurement and presentation of the Supplementary Information have not changed from those
used in the prior period, and we have disclosed to you any significant assumptions or
interpretations underlying the measurement and presentation of the Supplementary Information.

b. [f the Supplementary Information is not presented with the audited financial statements, we will
make the audited financial statements readily available to the intended users of the
supplementary information no later than the date we issue the supplementary information and
the auditor's report thereon.

Con ETD

Ron Estes, State Treasurer

Jind QIérR, Secretary of Admlmgtratlon

lgla ,@A Ao “"’{U /

PeAnn Hill, Chief Financial Officer, State of Kansas
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State of Kansas
Adjusting lournal Entries
Fiscal Year 2013

101 hiealth Care Stabillzation Fund - To adjust for balances that should not have been recorded at
[

/30/2013.

Deferred Revenue
Revenue

Beginning Fund Balance
Accounts Receivable

Debi

=

15,773,225

Credit
11,308,215
1,276,128

3,187,882

20 Health and Environment Fund - To accrue for Medicare lizhilities that should have been recorded at

5/30/2013.

Expenses
Accounts Payabla

301
Health Care Stabilization Fund - Ta adiust for payables that should have been recorded at 6/30/2013.

Accounts Payable
Expenses

=

ehi
89,770,325

=

Debit

1,031,064

Credit

9,770,325

Credit
1,031,064

401 Regent University System - Remeves the effect of recording ditect loans on a gress basis as of

€/30/2013,

Operating Grants
Other Expenses

egent University System - Removes the effect of reversin

Supglies and Services Expense
Charges for Services

Cther Revenues

Other Expenses {Non-Operating)
Salartes and Wages

Dehit
126,431,000

Credit

126,431,000

rlor vear elimination entries specific to
501 the Regents Statement of Revenues, Expendttures and Changes in Net Position

Dehit

133,788,358
26,337,065

Credit
141,106,075

17,766,886
1,252,458

Decrease/ (Increase)

14,497,097

9,770,325

1,031,064

Impact on proprietary fund net
position

lmpact an governmental funds
fund halance and governmental
activities net position

Impact on proprietary fund net

position

Entry is a reclassHication, ho
impact on net position

Entry Is a reclassification, ne
impact on net position




State of Kansas
Passed lournal Entries
Fiscal Year 2013

Decrease/ {Increase)

201 Unemoloyment Insuranse Fund - To secard earnings on unemplovment insurance investment at 6/30/13
and account for prior year impact of PJE # 201 on current results of aperations.

Debit Credit {1,029,048} Impact on. proprietary fund
Investments 942,098 net posilion :
Revenue 942,098
Premium Inceme 43,475
Revenue 374,236
Fund Balance 47,7211
202 Health Care Stabilization Fund - To mark investrents to market.
Debit Credit
Investments 175,614 175,614 Impactan proprietary fund
Revanue 175,614 net position

203 General Furd - To ad]ust the accrued receivable for severance, oll and gas that was understated, . '

Debit Credit
Accounts Recelvable 1,771,752 {1,771,752) Impact on governmentaf
Revernue 1,771,752 funds fund balance and
governmental activities net
position
204 Regent Component Unit - To remove a market to market adjestment already recorded by KU
Foundation,
Debit Credit 1,285,707 Impact on component unit
Regent Investments held cutside of STO 2,883,039 net posttion
Regent cash held outside of 5TO 1,597,332
Fund Balance 8,367,045
Regents Other income 7,081,338
205 Te record elimination entry that was not recarded by the client (related to consofidatian of foundation
Debtt Credit
Regents Other Income 3,528,504 3,528,504 Impact oh component snit
Repgent lnvestments held outside of 5TD 3,528,904 net position
206 Jo recegnize the recejvable/revenue and pavable/expense for lune CHIP claims
- Impact on governmental
Deblt Credit funds fund balance and
Accounts Recefvable 5,878 ,956.00 governmenial activities net
Revenus 5,978,856.00 posltion
Expense 5,978,856.00
Accourts Payable 5,078,856.00
207 To reclassify & portien of the SRS no-interest loan recelvable as long-term
Debit Credit
Fund Batance Unassigned 1,668,123 1,668,123 Impact on governmental
Accounts Receivable 1,668,123 funds fund balance
tong-Term Accounts Recejvahle 1,668,123 - Impact on governmental
Net Posltion 1,668,123 activities net position
208 To acocount for impact of prier vear PIE # 212 - Social and Rehabilitation -
Debit Credit
QOther Revenue 878,352 E78,00% Impact on governmental
Fund 8alance 878,951 funds fund balance ard
gavernmental activities net
poshicn
209 To account for jmpact of pricr year PIE # 213 - Health and Environment
Debit Credit
Other Revenue 1,220,698 1,720,698 Impact on governmental
Fund Balarce 1,220,698 funds fund balance and
" governmental activitles net
position

210 Health Care Stabilization Fund- To record impact of receivable that should have been booked at 6/30/12

306,801 Impact on proprietary fund
ebit Credit net position
Revenue 306,801
8eginning Fund Balance 306,801

=




State of Kapsas
Passed Journal Entries
Flscal Year 2013

211 To remove elimination entty that was incotredlly recorded {related tn consolidation of feundation

financial statements),
Debit

Accounts Reveivable
Beginning Fund Balance 13,620,000

Credit
11,670,600

212 To emove elimingtlon entry that was incorrecly recorded [related to consolidation of foundation

financial statements)

Debit
Accolints Receivable
Accounts Payable 4,373,402
Other Misc. Revenue 2,186,701
Other Nonexp. ltems
213 To aceount for denated vehicals from the Federal Government
Debit
Revenue
Inventory 2,500,000
214 Redlassification to comect K-State eliminatipn entries recorded incorrectiy
Debit
Revenue
Expanse 21,017,960

2,186,701

Credit
2,500,000

Credit
21,017,960

215 To project the misstatement related to the useful lives and to account for KDOT"s methodeloay of

accounting for related assets.

Debit
Accumulated Depreciation 8,927,052
Expense
Beginning Net Posltlon

Credit

3,222,247
5,704,765

216 KDOT: To record the estimated effect of ruaning adjustments to CIP in the current year that were

recorded and reported at the end of the prlor year as caplialized assets.

=

ehit

Expenses
Beginning Net Position 45,060,660

217 ¥DOT: To recerd the known impact of the removal of the borrowing pavable in the current vesr (inancial

staternents

Debit
Borrowing Payable - Revenues 15,323,479
Bonds Payakle -Long Term

Credit
49,000,000

Credit

15,323,479

218 KDOT: Te record the difference between the estimate of loss provided by KDOT |egal counsel and the

amount that KDOT had accrued for the same matters

Debit
Accournts Payahble 18,553,500
Expense

Credit

18,553,500

219 Other Ronmalor fy ap prncip: PENSE a8 INtEresL

expense
Debit
Interest Expense 31,208,000

Principal Expense

Governmental Funds: To reclassify amounts treated as principal expense as interest

Credit

31,208,000

Decrease/ {Increase)

11,670,000 Impect on compenent unit
net position

- Impact on component unit
net position

(2,500,600} Impact an governmentzl
acllvities net position

- Impacl on component unit
net position

8,527,012 Impact on governmental
activitias net position

- {mpact on governmental
activities net position

{15,323,479) Impact on governmental
activitles net position

18,553,580 !mpactan governmental
activitles net postbon

- lImpact on governmental
activities net pasition

- Impact an goveramerdal
activities net pasition




RubinBrown LLP
Certified Public Accountants
& Business Consultants

10975 Grandview Drive
Suite 600
Overland Park, KS 66210

T 913.491.4144
F 913.491.6821

W rubinbrown.com
E info@rubinbrown.com

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.
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Legislative Post Audit Committee
Kansas State Legislature
State of Kansas

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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Legislative Post Audit Committee
Kansas State Legislature
State of Kansas

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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Legislative Post Audit Committee
Kansas State Legislature
State of Kansas

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 W rubinbrown.com
Over Financial Reporting And On Compliance And  Einfo@rubinbrown.com
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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Legislative Post Audit Committee
Kansas State Legislature
State of Kansas

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

Page 165
R-23





