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City of Emporia

Honorable Mayor and
City Commissioners
City of Emporia
Emporia, Kansas

Honorable Mayor and City Commissioners:

The Comprehensive Annual Financial Report of the City of Emporia, Kansas for the year ended December 31. 2010
is submitted herewith.

This report was prepated by the City’s Finance Department. The report is published to provide to the Commission,
representatives of financial institutions, and to our citizens and other interested persons detailed information
concerning the financial condition of the City government. 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
information, 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 operation 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 affairs have been included. Management’s discussion and analysis (MD&A) immediately follows the
independent auditor’s report and provides a narrative introduction, overview, and analysis of the basic financial
statements. The MD&A complements this letter of transmittal and should be read in conjunction with it.

GENERAL INFORMATION - CITY OF EMPORIA

The City of Emporia lies 110 miles southwest of Kansas City and 85 miles northeast of Wichita on the eastern edge
of the Flint Hills area of Kansas. Emporia has a population of 24,868 based on the 2010 census. There are 11.82
square miles of land in the City’s corporate boundary, while the “planning and protected” area covers approximately
63 square miles.

The City of Emporia was incorporated in 1857. The City has Commission - City Manager form of government. The
commission is comprised of five members clected at large for terms of two and four years, with three
Commissioners being elected each odd-numbered year. The Mayor is elected by the Commission.

The City Manager is appointed by the Governing Body and acts as its primary agent in accordance with state statute.
Other City officers and employees are appointed by the City Manager. The Governing Body is responsible for
policy determination and the City Manager is responsible for the administration of the municipal government.

LOCAL ECONOMY

Emporia is very fortunate to have a much diversified economy. This diversity provides a cushion when particular
market area suffers from an economic downturn. Our major source of employment is in the field of food processing.
This is an important link to our state’s agricultural base, yet it is insulated from the periodic downturns, which
plague the farm sector. Strong employment in this sector is being maintained at the Menu Foods plant for the
production of pet food and through Tyson, which presently is our largest employer in the community with 864
workers. Hills Pet Food opened a new plant in June 2010 and employees over 100 people and another 50 employees
in the warchouse attached to the Hill’s plant. Interstate Brands has come out of bankruptcy and is hiring additional

employees.

In the production of durable goods, our employment base is smaller, but has a broad market spectrum from the
manufacturing of leveling vials to the rebuilding of large diesel engines. Major service industries include a state
university, technical college, regional medical center, and transportation and lodging facilities. The University
continues to work hard to maintain its enrollment. Technical training seems to increase in importance as employers
express a need for specific trained skills in their production operations. The Tech College continues to see record
enrollment.
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LOCAL ECONOMY - continued

Emporia State University is dependent on State funding and the poor fiscal condition of the State is affecting its
operations. Attracting new students will be competitive. Transportation, particularly trucking, continues to be an
important part of our economy. Our access to highway systems and our control geographical location within our
state and nation continue to make this a promising area.

ACCOUNTING SYSTEM AND BUDGETARY CONTROL

The adopted budgets are an integral part of the accounting system providing management control over expenditures
in the general fund, special revenue funds, debt service fund and enterprise funds. Kansas statutes require that cash
be on hand before expenditure can be authorized, that all expenditures be budgeted, and that the budget not exceed
anticipated revenues including carry-forward balances. The adopted budget for any fund may be amended, using the
same procedures as for adoption, if the increased expenditures are financed with non-tax revenues.

Formal budgetary integration is not used for the capital projects funds because budgetary control is achieved through
the resolution of authorization and funding. Encumbrance accounting is used for outstanding purchase orders,
contracts and other commitments. Encumbrances outstanding at year end are reported as reservations of fund
balance since they are not expenditures or liabilities.

THE REPORTING ENTITIY AND ITS SERVICES

This report includes all of the funds of the City. The City is financially accountable for the Emporia Public Library,
and the Library is included in the City’s financial statements. The City Commission appoints all members of the
seven member Library Board. Because the Library is not a separate taxing entity by applicable state statutes, the
City levies taxes for the Library’s operations, which represent approximately 88 percent of total revenues. The
operations of the Emporia Public Library are reported as a discretely presented component unit in the City’s
financial statements.

The City provides a full range of municipal services. The Public Safety program includes police and fire protection;
an aquatic center, golf course, tennis courts, neighborhood parks and a community center provides a well-rounded,
active recreation program; the Engineering Department provides essential street and highway construction and
maintenance, surveying services, sanitation and other technical assistance to the City; the Public Utilities provide
water, sewer and refuse collection services. Additional services provided include building inspection, planning and
zoning, as well as general administrative services.

INTERNAL CONTROL

In developing and altering the City’s accounting system, consideration is given to the adequacy of the internal
controls. The internal controls are designed to provide reasonable, but not absolute, assurance regarding the
safeguarding of assets against loss from unauthorized use or disposition and the reliability of 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 and the evaluation of costs and benefits requires estimates and
judgments by management.

All internal control evaluations occur within the above framework. We believe that the City’s internal controls
adequately safeguard assets and provide reasonable assurance of proper recording of financial transactions.

CASH MANAGEMENT

Cash temporarily idle during the year was invested in time deposits in banks ranging from 30 to 150 days in
maturity and in U.S. Government obligations with variable maturities and in the Kansas Municipal Investment Pool.
At December 31, 2010, the City’s cash resources were divided between demand deposits and investments as

follows: in demand deposits and cash on hand 25 percent; and in interest bearing investments 75 percent.

ii
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CASH MANAGEMENT - continued

The City’s investment policy is to minimize credit and market risks while maintaining a competitive yield on its
portfolio. Accordingly, deposits were either insured by federal depository insurance or collateralized.

RISK MANAGEMENT

The City performs limited risk management operations intended to maintain coverage at appropriate levels; manage
claims; and monitor carrier performance. The City was self insured for its workers’ compensation insurance for the
year ended December 31, 2010. As of January 1, 2009, the City has moved its employees’ health insurance toa
third party provider.

INDEPENDENT AUDIT

State law requires an annual audit of the books of account, financial record and transactions of all administrative
departments of the City by independent Certified Public Accountants or Licensed Municipal Public Accounts
selected by the City Commission. This requirement has been complied with and the auditor’s opinion has been
included in this report. -

CERTIFICATE OF ACHIEVEMENT

The Government Finance Offers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the City of Emporia for its comprehensive annual financial
report for the year ended December 31, 2009. The Certificate of Achievement is a prestigious national award
recognizing conformance with the highest standards for preparation of state and local government financial reports.

In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily readable and
efficiently organized comprehensive annual financial report, whose contents conform to program standards, Such
comprehensive annual financial reports must satisfy both accounting principles generally accepted in the United
States of America and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City of Emporia, Kansas, has received a
Certificate of Achievement for the last twenty-five consecutive years (fiscal years 1985-2009). We believe our
current report continues to conform to the Certificate of Achievement Program requirements, and we are submitting

it to GFOA.
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Respectfully submitted,
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