AGH 2

CPAs & ADVISORS

The Honorable Mayor and City Council Members
City of Bel Aire, Kansas

We have audited the financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Bel Aire, Kansas for the
year ended December 31, 2025. Professional standards require that we provide you with information
about our responsibilities under generally accepted auditing standards, Government Auditing Standards,
and the Kansas Municipal Audit and Accounting Guide as well as certain information related to the
planned scope and timing of our audit. We have communicated such information in our letter to you
dated April 29, 2026. Professional standards also require that we communicate to you the following
information related to our audit.

Additionally, this letter includes other comments and suggestions with respect to matters that came to
our attention in connection with our audit of the City’s financial statements. These items are offered as
constructive suggestions to be considered part of the ongoing process of modifying and improving the
City’s practices and procedures.

Significant Audit Matters

Qualitative Aspects of Accounting Practices - Management is responsible for the selection and use of
appropriate accounting policies. The significant accounting policies used by the City are described in
Note 1 to the financial statements.

No new accounting policies were adopted that significantly impacted the financial statements and the
application of existing policies was not changed during 2025.

We noted no transactions entered into by the City during the year for which there is a lack of
authoritative guidance or consensus.

We did not identify any significant unusual transactions.

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 City’s financial
statements were:

e Land Project Valuation - Management evaluates the valuation of the land held for sale by
comparing current year sales to asking prices and utilizing appraisals in the selling documents.
As a basis for our conclusions, we compared asking prices to actual sales.

o Net Pension Liability - The City followed guidelines in GASB Statement No. 68 for reporting its
proportionate share of KPERS collective net pension liability. This included obtaining KPERS’
report on Schedules of Employer and Nonemployer Allocations and Schedules of Pension
Amounts by Employer and Nonemployer as of June 30, 2025, which was audited by other
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auditors. The City compared contributions made by the City to amounts included in this report.
As a basis for our conclusions, we reviewed KPERS’ report for reasonableness and verified and
recalculated the City’s information provided in the report.

o Total Other Post-Employment Benefit (OPEB) Liability - The City participates in KPERS’ death
and disability OPEB plan. The City followed guidelines in GASB Statement No. 75 for reporting
its share of the KPERS’ death and disability OPEB plan. This included obtaining an actuary
report as of June 30, 2025 provided by KPERS on the City’s share of this plan liability. As a
basis for our conclusion, we reviewed KPERS’ report for reasonableness and verified and
recalculated the City’s information provided in the report.

The financial statement disclosures are neutral, consistent, and clear.

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 clearly trivial, and
communicate them to the appropriate level of management.

Audit adjustments, other than those that are clearly trivial, proposed by us and recorded by the City are
summarized below:

to adjust beginning fund balance in various funds related to prior year audit adjustments

to record debt activity for amounts paid directly by the trustee

to adjust accounts payable and other accrued liabilities

to properly record sales tax, mortgage, property tax, franchise tax, water and sewer and other
operating receivables for amounts collected after year-end

to adjust special assessments receivable

to properly record the movement of funds to record long term debt activity

various capital asset adjustments

to record the net pension liability and total OPEB liability and related deferred inflows and
outflows of resources

¢ to convert fund data for proper inclusion into the government-wide financial statements

e torecognize Base grant revenue spent in the current year

e to record subscription-based information technology arrangements in accordance with GASB 96

Uncorrected misstatements are summarized below. We identified the following uncorrected
misstatement that management has concluded is not, individually or in the aggregate, material to the
basic financial statements. We agree with management’s conclusion in that regard. Uncorrected
misstatements or matters underlying them could potentially cause future-period financial statements to
be materially misstated, even if we have concluded that the uncorrected misstatements are immaterial
to the financial statements under audit.

e To record additional accounts payable for construction done during the audit year totaling
$171,034.



Disagreements with Management - For purposes of this letter, a disagreement with management is a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could
be significant to the financial statements or the auditor’s 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 August 17, 2026.

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
the City’s financial statements or a determination of the type of auditor’s 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. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues - 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
City’s auditors. However, these discussions occurred in the normal course of our professional
relationship and our responses were not a condition to our retention.

Internal Control Matters

In planning and performing our audit of the financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City as
of and for the year ended December 31, 2025, in accordance with auditing standards generally
accepted in the United States of America, Government Auditing Standards, issued by the Comptroller
General of the United States and the Kansas Municipal Audit and Accounting Guide, we considered the
City’s system of internal control over financial reporting (internal control) as a basis for designing 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 City’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s internal
control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore material weaknesses or significant deficiencies may exist that
were not identified. However, as discussed below, we identified certain deficiencies in internal control
that we consider to be material weaknesses and other deficiencies that we consider to be significant
deficiencies.

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 entity’s financial statements will not be prevented, or detected and corrected, on a
timely basis. We consider the following deficiencies in internal control to be material weaknesses:

Accounting and Financial Reporting - The City’s management is responsible for the accuracy,
completeness and fairness of the data presented in the basic financial statements, including all
disclosures. Management generated budgetary fund-level financial statements and provided supporting
information to assist the auditors in compiling components of the footnotes, fund level statements and




government-wide financial statements that are in accordance with generally accepted accounting
principles. Throughout the course of the audit, the auditors identified several adjusting entries to
prepare the fund level statements, government-wide financial statements and complete set of notes to
the financial statements. Management does review the adjusting entries and financial statements
prepared by the auditors. We recommend the City develop policies and procedures by generally
accepted accounting principles and ensure personnel receive ongoing training related to the
preparation of the annual financial statements.

o A deficiency exists in controls over procedures used to initiate, authorize, record and process
certain journal entries into the general ledger, and record recurring and nonrecurring
adjustments to the financial statement including: activity recorded for capital assets (see more
detail below); activity recorded for debt; and adjustments for accounts receivable and other
liabilities. We recommend that the City develop policies and procedures to identify, evaluate and
properly record all activity in the general ledger or as top-side report entries, as applicable.

o Certain adjustments to the capital asset records were required as a result of our procedures
including: identification of completed construction in process (CIP) projects, and removal of
those projects; recording of expenses to proper CIP projects; recording CIP in the water and
sewer funds; and recording of land project transactions. We recommend that the City develop
procedures to capture, track and record all capital asset activity. The City has indicated plans to
properly capitalize, track, and record all capital asset activity in fiscal year 2026.

The deficiency described above could result in misstatements to the basic financial statements. 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. We consider the following deficiency in the City’s internal control to be a significant
deficiency:

e Municipal Court Receivable/Revenue Segregation of Duties - One employee has the ability to
enter traffic violations and violations of City ordinances as well as making changes and
amendments to fees. Compensating controls include that all cash and checks collected by the
court clerk are processed and posted into the system by the Treasurer’s Department. We have
previously recommended the City evaluate if the system can produce a report that shows
changes made to tickets within the system. In fiscal year 2025, the City’s new accounting
system can run a report to view who entered a violation to enable a review to the journal
registers posted by the City Treasurer. This also enables an internal review process that
ensures that changes and amendments to fees correspond to payments made on the fees. The
City is looking into putting these processes and controls in place during fiscal year 2026.

The deficiencies below are deficiencies in internal control that have compensating controls put into
place by management, to help mitigate, but not eliminate the risk of material misstatement. We
consider the following to be classified as internal control deficiencies:

Segregation of Duties -

e Payroll - One employee inputs employee master file information (can enter data for new
employees and change pay rates), enters pay period information and processes payroll.
Compensating controls include: the financial statements are reviewed and compared to the
budget monthly by department heads and the City Council. A calculation verification report is
reviewed by both the payroll clerk and the Director of Finance each payroll cycle. Starting mid-



2021, the system allowed for the Director of Finance to limit his access so he no longer can
make pay changes. However, he can still grant himself this access and does when needing to
fill in for the payroll clerk. We recommended in the 2021 governance letter that the City
implement an authorization or approval process for changes made to the payroll system through
review of master file change reports. In September 2022, the City Manager, who does not have
access to make payroll changes, did begin reviewing payroll change reports for each pay period
and has continued this review through 2025. We viewed these reports, noting the City
Manager’s signatures for two pay periods during the year.

e Accounting System - One employee has access to all areas of the accounting software, which
provides the opportunity for management override of controls. Compensating controls include:
the financial statements are reviewed and compared to the budget monthly by department
heads and the City Council. Additionally, all journal entries recorded in the system are reviewed
by both the Director of Finance and Treasurer. We recommended in the 2021 governance letter
that someone independent of the accounting process reviews the entered budget and compares
it to the legal budget. Starting in fiscal year 2023, the City had the City Clerk, who does not have
access to the system, review the budget entered into the system for accuracy to approved
budget.

o Utility Billings - During testing of utility billings, we identified instances where residential and
commercial accounts had utility consumption during a billing period but did not receive a bill. It
was determined that the accounting software was configured with a system rule that assigned a
"no charge" status to accounts established with fewer than 16 days remaining in the billing cycle.
As a result, consumption incurred during these partial billing periods was not billed to customers
approximating $2,500. The City has since updated the system configuration to ensure
customers are billed appropriately. We recommend the City implement a periodic review
process to verify billing rules and system configurations are operating as intended.

Potential effects of the above noted control deficiencies include recording of fraudulent transactions
resulting in potential misappropriation of assets that may not be detected in a timely manner.

Other Matters

We applied certain limited procedures to Management’s Discussion and Analysis and other required
supplementary information as listed in the table of contents of the financial statements, which are
required supplementary information (RSI) that supplements the basic financial statements. Our
procedures consisted of inquiries of management regarding 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 did not audit the RSI and do not express an opinion or provide any assurance on the
RSI.

We were engaged to report on the supplementary information as listed in the table of contents of the
financial statements. With respect to this supplementary information, we made certain inquiries of
management and evaluated the form, content, and methods of preparing the information to determine
that the information complies with accounting principles generally accepted in the United States of
America, the method of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.



Electronic Fund and Wire Transfers - The risk of loss or fraud around the electronic transfer of cash is
significant and has grown exponentially in recent years. Therefore, we suggest the City evaluate
current controls around these types of transactions to minimize risks associated with electronic
payments.

In general, the City’s processes and controls should:
e Maintain dual authorizations over electronic payments.

o Develop a formal written policy for generating, approving and executing electronic payments to
ensure that all transfers are properly performed, routed, and accounted for. The lack of a formal
written agreement can lead to improper transaction recording, whether by accident or fraud, that
can result in significant loss to the City.

o Utilize written agreements with vendors that specifically communicate wire procedures, account
numbers, multi-factor authentication requirements, change or update requirements, etc. These
agreements should be strictly followed and extremely difficult to change to minimize the risk of
fraudulent activity around electronic payments. Your bank or insurance company many times
will have best practices and templates that align with the banking procedures or insurance
policies already in place.

Cybersecurity - Effective cybersecurity risk management continues to be more important than ever in
today’s environment. Those charged with governance and executive management (the governance
team) face an enormous challenge: to oversee how the City manages cybersecurity risk.

An effective cybersecurity risk management program includes assessments of your comprehensive risk,
controls and vulnerabilities to provide reasonable, but not absolute, assurance that material breaches
are prevented or detected, and mitigated in a timely manner. The combined effects of a City’s
dependency on IT, the complexity of IT networks and business applications, extensive reliance on third
parties and human nature (i.e., susceptibility to social engineering) are only likely to increase the need
for effective cybersecurity risk management programs.

As a best practice, we encourage executive management to be intimately involved with the risk
management program and to share the results with the governance team.

Comprehensive Policy and Procedure Review - Given the broad and deep scope of your operations,
you should consider completing a comprehensive evaluation of the adequacy and effectiveness of the
entity’s internal financial policies, processes and procedures, including a comparison to best practices
among Cities the same size.

For entities that have experienced budget cuts in the finance area or those that have experienced
turnover, a periodic review of controls is imperative. Even if your finance team has been stable over the
years, we remind you that even the best design of controls is only as good as the people who carryout
and execute such controls.

Financial policies, procedures and processes are a key element of sound fiscal administration. When
policies are effective, they can preserve or enhance the fiscal health and wealth of the City and create
efficiencies for staff members.



This comprehensive evaluation could include:

1. Evaluation of existing controls
2. ldentification of financial policies that could lead to vulnerability to fraud and/or abuse
3. For those identified weaknesses and risks, recommendations for improvements

Restriction on Use - This information is intended solely for the information and use of the Mayor, City
Council Members and management of the City and is not intended to be, and should not be, used by
anyone other than these specified parties.

Closing

We will be pleased to respond to any questions you have about this report or set up an introductory
meeting to discuss the other recommendations at no charge. We appreciate the opportunity to continue
to be of service to the City of Bel Aire, Kansas.

Ailen, Cibbs & Houlik, L.C

CERTIFIED PUBLIC ACCOUNTANTS
Wichita, KS
August 17, 2026



