






































































































































































































































CHEROKEE COUNTY, KANSAS
Notes to Financial Statements
December 31, 2005
Interfund Transactions

Operating transfers were as follows:

From: To:

Landfill Fund Road & Bridge $ 354,000

The above transfers are included in the expenditures of the disbursing fund and
included in cash receipts of the receiving fund as required by the cash basis and budget
laws of Kansas.

. DEFEASED DEBT

On April 1, 2005, the County issued $7,150,000.00 in Certificates of Participation
with an average interest rate of 4.33% to advance refund $6,970,000.00 of outstanding
Certificates of Participation dated February 1, 2003 with an average interest rate of
6.25%. The net proceeds plus additional Series 2003 sinking monies were used to
purchase U.S. Government Securities in the amount of $7,576,796.67. Those
securities were deposited in an irrevocable trust with an escrow agent to provide for all
future debt service payments in the 2003 Series Certificates. As a result, the 2003
Certificates of Participation are considered to be defeased.

PENSION PLAN

Plan description

Cherokee County, Kansas participates in the Kansas Public Employees Retirement
System (KPERS), a cost-sharing multiple-employer defined benefit pension plan as
provided by K.S.A. 74-4901, et seq. KPERS provides retirement benefits, life
insurance, disability income benefits, and death benefits. Kansas law establishes and
amends benefit provisions. KPERS issues a publicly available financial report that
includes financial statements and required supplementary information. That report
may be obtained by writing to KPERS (600 S Kansas, Suite 100; Topeka, KS 66603)
or by calling 1-888-275-5737.
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CHEROKEE COUNTY, KANSAS
Notes to Financial Statements
December 31, 2005

PENSION PLAN (CONTINUED)

Funding Policy

K.S.A. 74-4919 establishes the KPERS member-employee contribution rate at 4% of
covered salary. The employer collects and remits member-employee contributions
according to the provision of section 414(h) of the Internal Revenue Codes. State law
provides that the employer contribution rate be determined annually based on the
results of an annual actuarial valuation. KPERS is funded on an actuarial reserve basis.
State law sets a limitation on annual increases in the contribution rates for KPERS
employers. The employer rate established by statute for calendar year 2005 is 4.01%
for January 1, 2005 to June 30, 2005 and 4.21% for July 1, 2005 to December 31,
2005. Cherokee County, Kansas’s employer contributions to KPERS for the years
ending December 31, 2005, 2004, and 2003, were $124,591, $108,052, and $94,467
respectively, equal to the statutory required contributions for each year.

RISK MANAGEMENT

The County is exposed to various risks of loss related to torts; theft of; damage to,
or destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The County has been unable to obtain general liability insurance at a cost
it considered to be economically justifiable. For this reason, the County joined
together with other counties in the Kansas County Association Multi-Line Pool
(KCAMP), a public entity risk pool currently operating as a common risk management
and insurance program for participating members. The County pays an annual
premium to KCAMP for its general insurance coverage. The agreement for formation
of the Kansas County Association Multi-Line Pool provides that the pool will be
self-sustaining through member premiums and will reinsure through commercial
companies for claims in excess of stated amounts for each insured event. The County
also participates in the Kansas Workers’ Risk Cooperative for Counties (KWORC),
a public entity risk pool which generates as a common risk management and insurance
program for members. The County pays an annual premium to KWORC for workers’
compensation coverage.

The County continues to carry commercial insurance for all other risk of loss. Settled
claims resulting from these risks have not exceed commercial insurance coverage in
any of the past three fiscal years.

Cherokee County entered into a contract with Blue Cross and Blue Shield of Kansas,

Inc. for a self insured medical program for the period January 1, 2005 through
December 31, 2005. -
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CHEROKEE COUNTY, KANSAS
Notes to Financial Statements
December 31, 2005

RISK MANAGEMENT (CONTINUED)

The Plan accepts the full responsibility for the Benefits and Administrative expenses
which are in excess of the Combined Individual and Aggregate Stop-Loss Provision
for the remainder of that contract year. The Plan has no liability under this Contract
until the Contract Holder’s liability has been terminated by the Combined Individual
and Aggregate Stop-Loss Provision.

Combined Individual and Aggregate Stop-Loss Provision means:

1. Individual Subscriber: The incurred Claims Expense for Benefits in excess
of $30,000 for an Insured in a Contract Year and the Administrative Fee of the
Contract Holder’s Administrative Services Agreement associated with the
Incurred Claims Expense in excess of the stated dollar amount.

2. Aggregate: The Incurred Claims Expense in excess of 125% of the Expected
Incurred Claims Expense and the Administrative Fee of the Contract Holder’s
Administrative Services Agreement associated with the Incwrred Claims
Expense in excess of the stated percent.

OTHER POST EMPLOYMENT BENEFITS

As provided by K.S.A. 12-5040, the City allows retirees to participate in the group
health insurance plan. While each retiree pays the full amount of the applicable
premium, conceptually, the City is subsidizing the retirees because each participant is
charged a level of premium regardless of age. However, the cost of this subsidy has
not been quantified in these financial statements.

Under the Consolidated Omnibus Reconciliation Act (COBRA), the City makes health
care benefits available to eligible former employees and eligible dependents. Certain
requirements are outlined by the federal government for this coverage. The premium is
paid in full by the insured. There is no cost to the government under this program.

LITIGATION

The County is party to various legal proceedings which normally occur in
governmental operations. While the outcome of such proceedings cannot be predicted,
due to insurance maintained by the County, the County feels that any settlement or
judgment not covered by insurance would not have a material adverse effect on the
financial condition of the County.
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CHEROKEE COUNTY, KANSAS
Notes to Financial Statements
December 31, 2005

GRANT PROGRAM INVOLVEMENT

In the normal course of operations, the County participates in various federal or state
grant/loan programs from year to year. The grant/loan programs are often subject to
additional audits by agents of the granting or loaning agency, the purpose of which is
to ensure compliance with the specific conditions of the grant or loan. Any liability
for reimbursement which may arise as a result of these audits cannot be reasonably
determined at this time, although it is believed the amount, if any, would not be
material.
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