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Independent Auditor's Report 
 

To the Honorable Mayor 
   and Members of the City Council 
City of Klawock 
Klawock, Alaska 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, the discretely presented component unit, each major fund, and the 
aggregate remaining fund information of the City of Klawock, Alaska (“City”), as of and for the year 
ended June 30, 2014, and the related notes to the financial statements, which collectively comprise 
the City’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. 
 
Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit.  We did 
not audit the financial statements of the Klawock City School District, which is the City’s only 
discretely presented component unit.  Those statements were audited by other auditors whose 
report has been furnished to us, and our opinion, insofar as it relates to the amounts included for 
the Klawock City School District, is based solely on the report 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.  
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 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. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinions. 
 
Summary of Opinions 

Opinion Unit Type of Opinion 
Governmental Activities Adverse 
Business-Type Activities Unmodified 
Discretely Presented Component Unit Unmodified 
General Fund Unmodified 
Debt Service Fund Unmodified 
POW Voc-Ed Grant Fund Unmodified 
POW Voc-Ed Equipment Grant Fund Unmodified 
Public Safety Building Grant Fund Unmodified 
Water, Sewer, Refuse and Landfill Fund Unmodified 
Liquor Store Fund Unmodified 
Agency Fund Unmodified 
Aggregate Remaining Fund Information Unmodified 
 

Basis for Adverse Opinion on Governmental Activities 
As discussed in Note 1 to the financial statements, management has not recorded most of the 
City’s land and some of its buildings as assets in governmental activities and has not 
determined the appropriate life nor calculated depreciation for individual assets in the 
governmental capital assets.  Accounting principles generally accepted in the United States of 
America require that those assets be capitalized and, except for the land, be depreciated, which 
would increase the assets, net position, and expenses of the governmental activities.  The 
amount by which this departure would affect the assets, net position, and expenses of the 
governmental activities has not been determined. 
 

Adverse Opinion 
In our opinion, because of the significance of the matter described in the “Basis for Adverse 
Opinion on Governmental Activities” paragraph, the financial statements referred to above do 
not present fairly the financial position of the governmental activities of the City of Klawock, 
Alaska, as of June 30, 2014, or the changes in financial position thereof for the year then ended 
in accordance with accounting principles generally accepted in the United States of America. 
 
Unmodified Opinions 
In our opinion, based on our audit and the report of other auditors, the financial statements 
referred to previously present fairly, in all material respects, the respective financial position of 
the business-type activities, the discretely presented component unit, each major fund, and the 
aggregate remaining fund information of the City of Klawock, Alaska, as of June 30, 2014, and 
the respective changes in financial position and, where applicable, cash flows thereof for the 
year then ended in accordance with accounting principles generally accepted in the United 
States of America. 
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Other Matters 
Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the budgetary 
comparison information on pages 44 through 50 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 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. 
 
Management has omitted a Management’s Discussion and Analysis that accounting principles 
generally accepted in the United States of America require to be presented to supplement the basic 
financial statements.  Such missing 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.  Our opinion on the basic financial statements is not 
affected by this missing information. 
  
Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City of Klawock, Alaska’s basic financial statements.  The combining and 
individual major and nonmajor fund financial statements and schedules, and accompanying 
schedule of expenditures of federal awards, as required by the U.S. Office of Management and 
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and the 
schedule of state financial assistance, as required by the State of Alaska Audit Guide and 
Compliance Supplement for State Single Audits, as listed in the 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 major and nonmajor fund financial statements and schedules, the 
schedule of expenditures of federal awards, and the schedule of state financial assistance, as listed 
in the table of contents, are the responsibility of management and were derived from and relate 
directly to the underlying accounting and other records used to prepare the basic 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 basic 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.  Because of the significance of the matter discussed under Basis for Adverse Opinion on 
Governmental Activities above, it is inappropriate to, and we do not, express an opinion on the 
combining and individual major and nonmajor fund financial statements and schedules and the 
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schedule of expenditures of federal awards and the schedule of state financial assistance.  (See 
Note 1-E-7 to the financial statements.) 
 
Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated August 
3, 2015 on our consideration of the City’s internal control over financial reporting and on 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 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 City’s 
internal control over financial reporting and compliance. 
 
 
 
Ketchikan, Alaska 
August 3, 2015 
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The notes to financial statements are an integral part of this statement 1

CITY OF KLAWOCK
Statement of Net Position
June 30, 2014

Governmental Business-type Component 
Activities Activities Total Unit

Assets
Current Assets

Cash and cash equivalents 1,228,381      271,144         1,499,525      3,255,114
Receivables, net:

Accounts 259,543         129,240         388,783         177,076
Taxes 156,608         156,608         
Intergovernmental 953,586         5,085             958,671         
Internal (47,923)          47,923                                  
Special assessments 569,875         569,875                          

Prepaid items 220                5,962             6,182             179,571
Inventory 242,310         242,310         41,378

Noncurrent Assets
Restricted cash and cash equivalents 225,000         225,000         
Nondepreciable capital assets 1,492,926      1,093,843      2,586,769      
Depreciable capital assets, net 14,934,673    9,632,308      24,566,981    147,702

Total Assets 19,547,889    11,652,815    31,200,704    3,800,841

Liabilities
Current Liabilities

Accounts payable 1,035,992      373,947         1,409,939      4,356
Accrued expenses 81,599           25,391           106,990         
Unearned revenue 1,301,811      1,301,811      1,994
Due to agency funds                        97,166
Compensated absences payable 9,963             11,383           21,346           65,285
Accrued interest payable 18,685           556                19,241           
Note payable-current portion 23,411           25,791           49,202           

Long-Term Liabilities                        
Landfill closure and postclosure liability 867,845         867,845         
Note payable (net of current portion) 893,726         122,555         1,016,281      

Total Liabilities 3,365,187      1,427,468      4,792,655      168,801

Net Position
Invested in capital assets, net of related debt 15,510,462    10,577,805    26,088,267    147,702
Restricted for:

Debt service 163,204         225,000         388,204         
Program purposes 220                220                217,151

Unrestricted 508,816         (577,458)        (68,642)          3,267,187

Total Net Position 16,182,702$  10,225,347$  26,408,049$  3,632,040$    

Primary Government
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CITY OF KLAWOCK
Statement of Activities
For the Year Ended June 30, 2014

Operating Capital
Charges for Grants and Grants and Governmental Business-Type Component

Expenses Services and Sales Contributions Contributions Activities Activities Total Unit
Governmental Activities

General government 435,211                         2,150                             83,185                           (349,876)                       (349,876)                       
Public safety 398,530                         50                                  (398,480)                       (398,480)                       
Health and human services 532,036                         413,577                         50                                  633,274                         514,865                         514,865                         
Public works 321,042                         44,360                           773,620                         496,938                         496,938                         
Culture 149,449                         77,660                           (71,789)                         (71,789)                         
Lease and rental 23,867                           152,959                         129,092                         129,092                         
Harbor 23,604                           17,662                           162,195                         156,253                         156,253                         
Education and youth 360,726                         263,877                         2,187,168                     2,090,319                     2,090,319                     
Interest 42,896                           (42,896)                         (42,896)                         

Total Governmental Activities 2,287,361                     586,348                         469,182                         3,756,257                     2,524,426                                                           2,524,426                     

Business-Type Activities
Water, sewer, refuse, landfill service 1,146,988                     728,184                         28,923                           6,100                             (383,781)                       (383,781)                       
Liquor store 1,881,376                     2,051,174                     16,666                           186,464                         186,464                         

Total Business-Type Activities 3,028,364                     2,779,358                     45,589                           6,100                                                                   (197,317)                       (197,317)                       

Total Primary Government 5,315,725$                   3,365,706$                   514,771$                      3,762,357$                   2,524,426                     (197,317)                       2,327,109                     

Component Unit
Klawock City School District 4,314,013$                   39,171$                         1,022,068$                   162$                              (3,252,612)

General Revenues
Sales taxes 675,760                         675,760                         
Special assessments 11,609                           11,609                           
Intergovernmental - unrestricted 306,024                         306,024                         3,350,993
Investment earnings 6,138                             245                                6,383                             7,219
Miscellaneous 5,626                             5,626                             32,038
Loss on disposal of capital assets (192,509)                       -                                 (192,509)                       

Total General Revenues 812,648                         245                                812,893                         3,390,250                     

Transfers - operating 165,000                         (165,000)                                                             

Total General Revenues and Transfers 977,648                         (164,755)                       812,893                         3,390,250                     

Change in Net Position 3,502,074                     (362,072)                       3,140,002                     137,638                         
Net Position Beginning of Year 12,680,628                   10,587,419                   23,268,047                   3,494,402                     
Net Position End of Year 16,182,702$                 10,225,347$                 26,408,049$                 3,632,040$                   

Program Revenues
Primary Government

Net (Expense) Revenue and Changes in Net Assets
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CITY OF KLAWOCK
BALANCE SHEET - GOVERNMENTAL FUNDS
June 30, 2014

POW Voc- POW Voc-Ed Public Safety Other Total
Debt Ed Grant Equipment Building Governmental Governmental

General Service Fund Grant Fund Grant Fund Funds Funds

ASSETS 
Cash and investments 1,065,177 163,204 1,228,381 
Receivables (net of allowances
  for uncollectibles)

Accounts 259,544 259,544 
Grants 425,084 493,479 35,023 953,586 
Special assessments 569,875 569,875 
Sales tax 156,608 156,608 

Prepaid expenses 220 220 
Interfund receivable 26,500 135,488 161,988 

Total assets 1,481,549$  733,079$     26,500$       425,084$     493,479$     170,511$     3,330,202$  

LIABILITIES  AND FUND BALANCES

LIABILITIES 
Accounts payable 76,791 83,877 22,539 365,617 483,398 3,770 1,035,992 
Payroll and payroll taxes payable 12,409 12,409 
Other payables 69,190 69,190 
Unearned revenue 596,278 569,854 3,961 131,718 1,301,811 
Annual leave payable 9,963 9,963 
Interfund payable 93,419 11,922 59,467 10,081 35,023 209,912 
Accrued interest payable 18,685 18,685 

Total liabilities 858,050 684,338 26,500 425,084 493,479 170,511 2,657,962 

FUND BALANCES
Nonspendable - prepaid expenses 220 220 
Restricted for debt service 163,204 163,204 
Assigned to holiday functions 344 344 
Assigned to heritage functions 86,849 86,849 
Unassigned 536,086 (114,463) 421,623 

Total fund balances 623,499 48,741 672,240 

Total liabilities and fund balances 1,481,549$  733,079$     26,500$       425,084$     493,479$     170,511$     3,330,202$  
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CITY OF KLAWOCK
RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES TO

NET POSITION OF GOVERNMENTAL ACTIVITIES
June 30, 2014

Total Governmental Fund Balances 672,240

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds:

Cost 16,427,599
Less accumulated depreciation 16,427,599

(See Note 4-C regarding general capital asset 
recording and depreciation)

Interfund receivables and payables between governmental
funds are reported on the fund balance sheet but eliminated on
the government-wide statement of net position:

Interfund receivables 161,988
Interfund payables (161,988) -                   

Liabilities that are not due and payable in the current period
and therefore are not reported in the funds:

Notes payable in fiscal year 2015 (23,411)
Notes payable, non-current (893,726) (917,137)

Net Position of Governmental Activities 16,182,702$ 
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CITY OF KLAWOCK
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
For the Year Ended June 30, 2014

POW Voc- POW Voc-Ed Public Safety Other Total
Debt Ed Grant Equipment Building Governmental Governmental

General Service Fund Grant Fund Grant Fund Funds Funds

Revenues
Taxes 675,760 675,760
Intergovernmental 671,304 2,187,168 578,516 773,620 260,045 4,470,653
Charges for services 450,790 450,790
Rentals 153,858 153,858
Special assessments 11,609 11,609
Citations 2,022 2,022
Donations 46,017 46,017
Interest 1,388 4,750 6,138
Miscellaneous 100 100

Total revenues 2,001,239 16,359 2,187,168 578,516 773,620 260,045 5,816,947

Expenditures
Current

General government 435,211 435,211
Public safety 398,530 398,530
Health and human services 490,209 490,209
Public works 313,450 313,450
Culture 113,610 113,610
Lease and rental 23,867 23,867
Harbor 23,604 23,604
Educational and youth 360,726 360,726

Capital outlay 55,061 2,187,168 578,516 773,620 326,541 3,920,906
Debt service

Principal retirement 23,282 23,282
Interest and fiscal charges 42,896 42,896

Total expenditures 2,214,268 66,178 2,187,168 578,516 773,620 326,541 6,146,291

Excess (deficiency) of revenues
over (under) expenditures (213,029) (49,819) (66,496) (329,344)

Other Financing Sources (Uses)
Transfer in 284,367 17,790 66,496 368,653
Transfer out (203,653) (203,653)

Total other financing 
sources (uses) 80,714 17,790 66,496 165,000

Net change in fund balances (132,315) (32,029) (164,344)

Fund balances beginning of year 755,815 80,770 836,585

Fund balances end of year 623,500$ 48,741$   -$             -$             -$             -$             672,241$ 
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CITY OF KLAWOCK
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2014

Net Changes in Fund Balances - Total Governmental Funds (164,344)

Amounts reported for governmental activities in the 
statement of activities are different because:

Governmental funds report capital outlays as expenditures.
However, in the statement of activities, the cost of those assets
is allocated over their estimated useful lives as depreciation
expense.  This is the amount by which capital outlay
exceeded depreciation expense in the current period:

Depreciation expense -                 
Capital outlay 3,835,645 3,835,645
(See Note 4-C regarding general capital asset 
recording and depreciation)

The book value of capital assets disposed of is not reported 
at the fund financial reporting level but is reported at the 
government-wide financial reporting level. (192,509) (192,509)

Elimination of transfers between governmental funds:
Transfers in 203,653
Transfers out (203,653) -                   

Repayment of long-term debt principal is an expenditure in the
governmental funds, but the repayment reduces long-term
liabilities in the statement of net position. 23,282

Change in Net Position of Governmental Activities 3,502,074$  
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CITY OF KLAWOCK
PROPRIETARY FUNDS
STATEMENT OF NET POSITION
June 30, 2014

Water, Sewer,
Refuse and

Landfill Liquor Store Total
ASSETS

Current assets
Cash 9,640 261,504 271,144 
Time certificate of deposit collateral 225,000 225,000 
Accounts receivable, net of allowance for 

doubtful accounts of $486,443 117,805 11,435 129,240 
Due from other governments 5,085 5,085 
Container deposits 1,407 1,407 
Prepaid expense 4,555 4,555 
Inventory 242,310 242,310 
Interfund receivable 184,447 184,447 

Total current assets 543,384 519,804 1,063,188 
Property and equipment

Construction in progress 1,093,843 1,093,843 
Water and sewer system 13,759,134 13,759,134 
Landfill improvements 946,588 946,588 
Leasehold improvements 36,181 36,181 
Equipment 242,332 45,042 287,374 

16,041,897 81,223 16,123,120 
Allowance for depreciation (5,315,746) (81,223) (5,396,969)

10,726,151 10,726,151 

Total assets 11,269,535$  519,804$     11,789,339$  

Business-type Activities - Enterprise Funds
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CITY OF KLAWOCK
PROPRIETARY FUNDS
STATEMENT OF NET POSITION (CONTINUED)
June 30, 2014

Water, Sewer,
Refuse and

Landfill Liquor Store Total
LIABILITIES

Current liabilities
Accounts payable 366,956 6,991 373,947 
Accrued payroll and payroll taxes 4,955 2,896 7,851 
Accrued leave 7,599 3,784 11,383 
Accrued interest 556 556 
Sales taxes payable 17,540 17,540 
Current portion of long-term liabilities 25,791 25,791 
Interfund payable 136,524 136,524 

Total current liabilities 405,857 167,735 573,592 

Long-term liabilities
DEC loans 122,555 122,555 
Landfill closure and postclosure liability 867,845 867,845 

Total long-term liabilities 990,400 990,400 

Total liabilities 1,396,257 167,735 1,563,992 

NET POSITION
Invested in capital assets, net of related debt 10,577,805 10,577,805 
Restricted for:

Debt service 225,000 225,000 
Unrestricted (929,527) 352,069 (577,458)

Total net position 9,873,278$    352,069$     10,225,347$  
                                                                

Business-type Activities - Enterprise Funds
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CITY OF KLAWOCK
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
PROPRIETARY FUNDS
For the Year Ended June 30, 2014

Water, Sewer,
Refuse and

Landfill Liquor Store Total
OPERATING REVENUES

Charges for services
Water 141,554 141,554 
Refuse collection 171,770 171,770 
Sewer 149,252 149,252 
Landfill 265,608 265,608 
Liquor store 2,051,174 2,051,174 

Total operating revenues 728,184 2,051,174 2,779,358 

OPERATING EXPENSES
Operations 766,631 1,858,981 2,625,612 
Depreciation 377,941 377,941 

Total operating expenses 1,144,572 1,858,981 3,003,553 

Operating income (loss) (416,388) 192,193 (224,195)

NON-OPERATING REVENUES (EXPENSES)
Operating grants from other governments 28,923 16,666 45,589 
Interest income 114 131 245 
Donations to outside entities (22,395) (22,395)
Interest expense (2,416) (2,416)

Total non-operating revenues (expenses) 26,621 (5,598) 21,023 

Income (loss) before capital contributions and transfers (389,767) 186,595 (203,172)

Capital grants 6,100 6,100 
Operating transfers in 35,000 35,000 
Operating transfers out (200,000) (200,000)

Change in net position (348,667) (13,405) (362,072)

Net position beginning of year 10,221,945 365,474 10,587,419 

Net position end of year 9,873,278$    352,069$     10,225,347$  

Business-type Activities - Enterprise Funds
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CITY OF KLAWOCK
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
For the Year Ended June 30, 2014

Water, Sewer,
Refuse and

Landfill Liquor Store Total
Cash Flows From Operating Activities

Cash received from customers 748,574 2,050,969 2,799,543 
Cash payments to employees for services (375,414) (237,315) (612,729)
Cash payments to suppliers for goods and services (340,752) (1,615,677) (1,956,429)

Net cash provided (used) by operating activities 32,408 197,977 230,385 

Cash Flows From Capital and Related Financing Activities
Purchase of capital assets (49,755) (49,755)
Capital contributions 34,053 34,053 
Interest paid (2,512) (2,512)
Principal payments on debt (25,409) (25,409)

Net cash (used) for capital and related financing activities (43,623) (43,623)

Cash Flows From Noncapital Financing Activities
Transfers from other funds 35,000 35,000 
Transfers to other funds (200,000) (200,000)
Operating grants 28,923 16,666 45,589 
Donations to outside entities (22,395) (22,395)
Increase (decrease) in due to other funds (45,654) (189,167) (234,821)

Net cash provided (used) for noncapital financing activities 18,269 (394,896) (376,627)

Cash Flows From Investing Activities
Advance to other fund
Interest received 114 131 245 

Net cash provided by investing activities 114 131 245 

Net increase (decrease) in cash and cash equivalents 7,168 (196,788) (189,620)

Beginning cash and cash equivalents 2,472 458,292 460,764 

Ending cash and cash equivalents 9,640$           261,504$    271,144$       

Business-type Activities - Enterprise Funds
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CITY OF KLAWOCK
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS (CONTINUED)
For the Year Ended June 30, 2014

Water, Sewer,
Refuse and

Landfill Liquor Store Total

Operating income (loss) (416,388) 192,193 (224,195)

Adjustments to reconcile operating income (loss) to net cash
provided by operating activities

Depreciation 377,941 377,941 
Decrease (increase) in accounts receivable 20,390 (205) 20,185 
Decrease (increase) in inventory 5,342 5,342 
Decrease (increase) in prepaid expense (301) (301)
Increase(decrease) in accounts payable 53,612 2,392 56,004 
Increase(decrease) in sales taxes payable (2,915) (2,915)
Increase(decrease) in accrued expenses 66 301 367 
Increase(decrease) in accrued leave (3,213) 1,170 (2,043)

Total adjustments 448,796 5,784 454,580 

Net cash provided (used) by operating activities 32,408$         197,977$    230,385$       

NONCASH OPERATING, CAPITAL, AND FINANCING ACTIVITIES

Discarded assets net of accumulated
depreciation of $15,646 $                0 

Business-type Activities - Enterprise Funds
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CITY OF KLAWOCK
STATEMENT OF FIDUCIARY NET POSITION - AGENCY FUNDS

June 30, 2014

Klawock
Heenya

Dance Group
Assets

 Cash 19,965            

Total Assets $19,965

Liabilities
Payable to Klawock Heenya Dance Group 19,965            

Total Liabilities $19,965
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Note 1 - Summary of Significant Accounting Policies 
 
The accompanying financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (U.S. GAAP) applicable to 
government entities.  The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for governmental accounting and financial reporting.  A 
summary of the City of Klawock’s significant accounting policies applied in the preparation of 
these financial statements follows. 
 
1-A. Reporting Entity 
 
The City of Klawock, Alaska (the "City") is a first class city operating under the powers 
granted by the constitution and laws of the State of Alaska.  The City operates under a 
Council/Mayor form of government and provides a variety of municipal services, including 
general administration, police, fire, recreation, health, education, public works, ports and 
harbors, solid waste collection and disposal and water and sewer utilities. 
 
As required by U.S. GAAP, these financial statements present the City (primary government) 
and its component units.  The reporting entity is comprised of the primary government, 
component units and other organizations that are included to ensure that the financial 
statements are not misleading.  The primary government of the City consists of all funds, 
departments, boards and agencies that are not legally separate from the City.  
 
Component units are legally separate organizations for which the City is financially 
accountable.  The City is financially accountable for an organization if the City appoints a  
voting majority of the organization’s governing board and (1) the City is able to significantly 
influence the programs or services performed or provided by the organizations; or (2) the City 
is legally entitled to or can otherwise access the organization’s resources;  the City is legally 
obligated or has otherwise assumed the responsibility to finance the deficits of, or provide 
financial support to, the organization; or the City is obligated for the debt of the organization.  
Component units also may include organizations that are fiscally dependent on the City in 
that the City approves the budget, levies their taxes or issues their debt.  Based upon this 
criterion, the reporting entity is limited to the City, one component unit and an agency fund. 
 
The component unit columns included on the government-wide financial statements identify 
the financial data of the City’s discretely presented component unit.  It is reported separately 
to emphasize that it is legally separate from the City. 
 
A brief description of the discretely presented component unit follows: 
 
Klawock City School District (the School District) – The School District provides elementary 
and secondary educational services to City students.  The School District’s Board of 
Education is an elected body.  However, the City has responsibility for all significant fiscal  
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
matters.  The City must approve the School District’s annual budget and it appropriates 
resources for School District operations.  The City issues all debt for School District 
construction and the City owns all of the land and buildings that the School District uses.  
Separately issued financial statements for the School District are available at their 
administrative office; 
 

Klawock City School District 
P.O. Box 9 
Klawock, AK 99925 

 
1-B. Basis of Presentation 
 
The City’s basic financial statements consist of government-wide statements, including a 
statement of net assets and a statement of activities, and fund financial statements, which 
provide a more detailed level of financial information. 
 
Government-wide Financial Statements – The government-wide financial statements, 
which include the statement of net assets and the statement of activities, report information 
on all the non-fiduciary activities of the primary government and its component unit.  
Individual funds are not displayed but the statements distinguish governmental activities, 
generally supported by taxes and grants and the City’s general revenues, from business-type 
activities, generally financed in whole or in part with user fees charged to external customers. 
 
The statement of net assets presents the financial position of the governmental and 
business-type activities of the City at the end of its fiscal year. 
 
The statement of activities demonstrates the degree to which the direct expenses are offset 
by program revenues for each function of the City’s governmental activities and for each 
identifiable activity of the business-type activities of the City.  Direct expenses are those that 
are specifically associated with a function and therefore clearly identifiable to that particular 
function.  The City does not allocate indirect expenses to functions in the statement of 
activities. 
 
The statement of activities reports the expenses of a given function offset by program 
revenues directly connected with the functional program.  A function is an assembly of similar 
activities and may include portions of a fund or summarize more than one fund to capture the 
expenses and program revenues associated with a distinct functional activity.   Program 
revenues include:  (1) charges for services which report fees and other charges to users of 
the City’s services; (2) operating grants and contributions which finance annual operating 
activities; and (3) capital grants and contributions which fund the acquisition, construction, or 
rehabilitation of capital assets.  These revenues are subject to externally imposed restrictions  
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
to these program uses.  For identifying to which function program revenue pertains, the 
determining factor for charges for services is which function generates the revenue.  For 
grants and contributions, the determining factor is to which function the revenues are 
restricted. 
 
Other revenue sources not properly included with program revenues are reported as general 
revenues of the City.  The comparison of direct expenses with program revenues identifies 
the extent to which each governmental function and each identifiable business activity is self-
financing or draws from the general revenues of the City. 
 
Fund Financial Statements - During the year, the City segregates transactions related to 
certain City functions or activities in separate funds in order to aid financial management and 
to demonstrate legal compliance.  Fund financial statements are designed to present financial 
information of the City at this more detailed level.  Separate financial statements are provided 
for governmental funds, proprietary funds and fiduciary funds, even though the latter are 
excluded from the government-wide financial statements.  Major individual governmental 
funds and major individual enterprise funds are reported as separate columns in the fund 
financial statements.  Nonmajor funds are aggregated and presented in total in a single 
column. 
 
Fund Accounting - The City uses funds to maintain its financial records during the year.  A 
fund is a fiscal and accounting entity with a self-balancing set of accounts.   
 

Governmental Funds - Governmental funds are those through which most governmental 
functions are typically financed.  Governmental fund reporting focuses on the sources, 
uses and balances of current financial resources.  Expendable assets are assigned to the 
various governmental funds according to the purposes for which they may or must be 
used.  Fund liabilities are assigned to the fund from which they will be liquidated.  The City 
reports the difference between governmental fund assets and liabilities as fund balance.  
The following are the City’s major governmental funds: 
 

General Fund - The general fund accounts for all financial resources except those 
required to be accounted for in some other fund.   The general fund’s fund balance is 
available to the City for any purpose provided it is expended or transferred according 
to the general laws of the State of Alaska. 
 
Debt Service Fund – This fund is used to account for collection of LID assessments 
for Mary Jackson Subdivision utilities and transfers for payment of governmental long-
term debt of the City. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 

POW Voc-Ed Grant Fund – This fund is used to account for the receipt and 
expenditure of grant funds awarded by the State of Alaska for the construction of a 
vocational education facility. 

 
POW Voc-Ed Equipment Grant Fund – This fund is used to account for the receipt 
and expenditure of grant funds awarded by the State of Alaska to acquire equipment, 
furniture and machinery for the new vocational education facility. 
 
Public Safety Building Grant Fund – This fund is used to account for the receipt and 
expenditure of grant funds awarded by the State of Alaska for the construction of a 
remodel and addition to the public safety building to accommodate courthouse 
facilities. 

 
Proprietary funds - Proprietary fund reporting focuses on the determination of operating 
income, changes in net assets, financial position and cash flows.  The proprietary funds 
are classified as enterprise funds.  The following are the City’s major enterprise funds: 
 

Water, Sewer, Refuse and Landfill Fund – This fund provides water and sewer utility 
services, and garbage collection and landfill services to the residents of the City. 
 
Liquor Store Fund – This fund accounts for the operation and maintenance of a liquor 
store owned and controlled by the City. 
 

Fiduciary funds – Agency fund reporting focuses on accounting for resources held by the 
City on behalf of others and reports only assets and liabilities. 

 
1-C.  Measurement Focus 
 
Government-wide Financial Statements – The government-wide financial statements are 
prepared using the economic resources measurement focus and the accrual basis of 
accounting as are the proprietary funds.   All non-fiduciary assets and all non-fiduciary 
liabilities associated with the operation of the City and its component unit are included on the 
statement of net assets.  The statement of activities reports revenues and expenses.  The 
government-wide financial statements classify the City’s programs between governmental 
and business-type activities.  The beginning net asset amount for the business-type activities 
equals fund equity of the enterprise funds from the prior year.  The beginning net asset 
amount for governmental programs equals fund equity for governmental funds at June 30 
2013, as adjusted by the conversion to the accrual basis of accounting and to the economic 
resources measurement focus. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
Fund Financial Statements – All governmental funds are accounted for using a flow of 
current financial resources measurement focus.  With this measurement focus, only current 
assets and current liabilities generally are included on the balance sheet.  The statement of 
revenues, expenditures and changes in fund balances reports the sources (i.e., revenues and 
other financing sources) and uses (i.e., expenditures and other financing uses) of current 
financial resources.  This approach differs from the manner in which the governmental 
activities of the government-wide financial statements are prepared.   Governmental fund 
financial statements therefore include reconciliations with brief explanations to better identify 
the relationship between the government-wide statements and the governmental fund 
statements. 
 
Like the government-wide statements, all proprietary fund types are accounted for on a flow 
of economic resources measurement focus on both financial reporting levels.  All assets and 
all liabilities associated with the operation of these funds are included on the statements of 
net assets.  The statements of changes in fund net assets present increases (i.e., revenues) 
and decreases (i.e., expenses) in net total assets.  The statement of cash flows provides 
information about how the City finances and meets the cash flow needs of its proprietary 
activities. 
    
1-D. Basis of Accounting 
 
Basis of accounting determines when transactions are recorded in the financial records and 
reported on the financial statements.  Government-wide financial statements are prepared 
using the accrual basis of accounting.  At the fund reporting level, the governmental funds 
use the modified accrual basis of accounting.  Proprietary funds use the accrual basis of 
accounting at both reporting levels.  Differences in the accrual and the modified accrual basis 
of accounting arise in the recognition of revenue, the recording of deferred revenue, and in 
the presentation of expenses versus expenditures. 
 
Revenues – Exchange Transactions – Revenue resulting from exchange transactions, in 
which each party gives and receives essentially equal value, is recorded on the accrual basis 
when the exchange takes place.  On the modified accrual basis, revenue is recorded when 
the exchange takes place and in the fiscal year in which the resources are measurable and 
become available.  Available means that the resources will be collected within the current 
fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities 
of the current fiscal year.  For the City, the phrase “available for exchange transactions” 
means expected to be received within 60 days of year-end. 
 
Revenues – Non-exchange Transactions – Non-exchange transactions, in which the City 
receives value without directly giving equal value in return, include sales taxes, grants and 
donations.  On an accrual basis, revenue from sales taxes is recognized in the period in  
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
which the taxable sale takes place.  Revenue from grants and donations is recognized in the 
fiscal year in which all eligibility requirements have been satisfied.  Eligibility requirements 
include timing, which specify the year when the resources are required to be used or the year 
when use is first permitted, matching, in which the city must provide local resources to be 
used for a specified purpose, and expenditure, in which the resources are provided to the 
City on a reimbursement basis.  On a modified accrual basis, revenue from most non-
exchange transactions also must be available (i.e., collected within 60 days of year-end) 
before it can be recognized. 
 
Under the modified accrual basis of accounting, sales taxes, interest, charges for services 
and federal and state grants are considered to be susceptible to accrual:  .  Other revenues 
become measurable and available when cash is received and are recognized as revenue at 
that time. 
 
Unearned Revenue – Unearned revenue arises when assets are recognized before revenue 
recognition criteria have been satisfied. 
 
On governmental fund financial statements (i.e., on the modified accrual basis), receivables 
that will not be collected within the available period have been reported as unearned revenue 
(i.e., they are measurable but not available) rather than as revenue.   
 
Grants and entitlements received before the eligibility requirements are met (e.g., cash 
advances) also are recorded as unearned revenue.  
 
Expenses/Expenditures – On the accrual basis of accounting, expenses are recognized at 
the time they are incurred.  On the modified accrual basis, expenditures generally are 
recognized in the accounting period in which the related fund liability is incurred and due, if 
measurable. 
 
1-E.  Assets, Liabilities and Fund Equity 
 
1-E-1  Cash, Cash Equivalents, and Investments 
 
Cash and cash equivalents include cash on hand, amounts in demand deposits as well as 
short-term investments with a maturity date within three months of the date acquired by the 
City and all investments in the cash central treasury.  Interest earnings of the central treasury 
accrue to the City's general fund.  For purposes of the statement of cash flows, the City has 
defined cash and cash equivalents as the demand deposits and all investments maintained in 
the cash central treasury regardless of maturity period, since the various funds use the 
central treasury essentially as a demand deposit account.  Each fund's portion of the pooled 
cash is displayed on the financial statements as an Interfund receivable or Interfund payable. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
Neither the City nor the School District has adopted an investment policy.  
 
Investments are stated at fair value based on quoted market prices. 
 
1-E-2  Receivables 
 
All trade receivables are reported net of an allowance for uncollectibles, where applicable.  
Unbilled utility charges are accrued as receivables and revenue. 
 
1-E-3  Interfund Balances 
 
On the fund financial statements, receivables and payables resulting from short-term 
Interfund loans are classified as “interfund receivable” or “interfund payable”.  These amounts 
are eliminated in the governmental and business-type activities columns of the statement of 
net assets, except for any net residual amounts due between governmental and business-
type activities, which are reclassified and presented as internal balances. 
 
1-E-4 Prepaid Items 
 
Payments made to vendors for services that will benefit periods beyond June 30, 2014 are 
recorded as prepaid items using the consumption method by recording an asset for the 
prepaid amount and reflecting the expenditure/expense in the year in which services are 
consumed.  At the fund reporting level, an equal amount of fund balance is reserved, as this 
amount is not available for general appropriation. 
 
1-E-5 Inventories 
 
City inventories consist of stock-in-trade acquired for the liquor store and District inventories 
consist of heating fuel and food supplies held for consumption.  The inventories are carried at 
cost, which approximates market, using the first-in, first-out method.  The cost is recorded as 
an expense or expenditure when inventory items are sold or consumed. 
 
1-E-6 Restricted Assets 
 
The Wells Fargo TCD accounts within the Water, Sewer, Refuse and Landfill fund are 
restricted as collateral for two loans currently held by the State of Alaska.  Cash and 
investments segregated in separate accounts in the debt service fund are repayments of 
LIDs by the homeowners and are restricted for debt service payments for two LID loans. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
1-E-7 Capital Assets 
 
Governmental capital assets are those assets not specifically related to activities reported in 
the proprietary funds.  These assets generally result from expenditures in governmental 
funds.  The City’s records for these assets are not complete.  Some assets are not on the 
City’s books, lives have not been established for individual assets and depreciation has not 
been calculated on the assets.  The City reports those assets recorded on the books in the 
governmental activities column of the government-wide statement of net assets but does not 
report these assets in the governmental fund financial statements.  Capital assets utilized by 
enterprise funds are reported both in the business-type activities column of the government-
wide statement of net assets and in the enterprise funds’ statement of net assets. 
 
All capital assets are capitalized at cost (or estimated historical cost), except for land and 
several buildings in governmental assets which are not recorded on the books or are 
recorded at appraised values which may not approximate historical cost, and are updated for 
additions and retirements during the year.  Donated capital assets are recorded at their fair 
market values as of the date received.  The City maintains a capitalization threshold of five 
thousand dollars ($5,000).  The City’s infrastructure consists of roads, bridges, sidewalks, 
storm drains, docks, lighting systems, parking facilities and water and sewer lines.  
Improvements to capital assets are capitalized.  The costs of normal maintenance and 
repairs that do not add to the value of the asset or materially extend an asset’s life are 
expensed.  Interest incurred during the construction of capital assets utilized by the enterprise 
funds is capitalized. 
 
All proprietary fund capital assets are depreciated except for land, right-of-ways and 
construction in progress.  Improvements are depreciated over the remaining useful lives of 
the related capital assets. Depreciation is calculated using the straight-line method over the 
following useful lives: 
 

Water and sewer system   10 to 50 years 
Equipment       5 to 10 years 
Buildings and structures   10 to 40 years 
Harbor facilities     10 to 30 years 
Liquor fixtures and equipment            10 years 

 
At the inception of capital leases at the governmental fund reporting level, expenditures and 
an “other financing source” of an equal amount are reported at the net present value of future 
minimum lease payments. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
1-E-8 Compensated Absences 
 
It is the policy of both the City and the School District to permit employees to accumulate 
earned but unused annual leave and sick pay benefits.  Annual leave that is expected to be 
liquidated with expendable available financial resources is reported as expenditure and a 
fund liability of the fund that will pay it.  Amounts not expected to be liquidated with available 
financial resources are reported in the Government-Wide Financial Statements as a long-
term liability.  Proprietary funds report the total compensated liability in each individual fund at 
the fund reporting level. 
 
1-E-9 Accrued Liabilities and Long-term Obligations 
 
All payables, accrued liabilities and long-term obligations are reported in the government-
wide financial statements.  In general, governmental fund payables and accrued liabilities 
that, once incurred, are paid in a timely manner and in full from current financial resources 
are reported as obligations of these funds.  However, compensated absences that will be 
paid from governmental funds are reported as a liability in the fund financial statements only 
to the extent that they are “due for payment” during the current year.  Bonds and capital 
leases are recognized as a liability in the governmental fund financial statements when due. 
 
1-E-10 Fund Equity 
 
Fund equity at the governmental fund financial reporting level is classified as “fund balance.”  
Fund equity for all other reporting is classified as “net assets.” 
 
Fund Balance – Generally, fund balance represents the difference between the current 
assets and current liabilities.  In the fund financial statements, governmental funds report 
fund classifications that comprise a hierarchy based primarily on the extent to which the City 
is bound to honor constraints on the specific purposes for which amounts in those funds can 
be spent.  Fund balances are classified as follows: 
 

• Nonspendable – Fund balances are reported as nonspendable when amounts cannot 
be spent because they are either (a) not in spendable form (i.e., items that are not 
expected to be converted to cash) or (b) legally or contractually required to be 
maintained intact. 
 

• Restricted - Fund balances are reported as restricted when there are limitations 
imposed on their use either through the enabling legislation adopted by the City or 
through external restrictions imposed by creditors, grantors or laws or regulations of 
other governments. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 

• Committed - Fund balances are reported as committed when they can be used only 
for specific purposes pursuant to constraints imposed by formal action of the City 
Council through the adoption of a resolution.  The City Council also may modify or 
rescind the commitment through adoption of another resolution. 
 

• Assigned - Fund balances are reported as assigned when amounts are constrained 
by the City’s intent to be used for specific purposes, but are neither restricted nor 
committed.  The City Council has not delegated authority to assign fund balances. 

 
• Unassigned - Fund balances are reported as unassigned as the residual amount 

when the balances do not meet any of the above criterion.  The City reports positive 
unassigned fund balance only in the general fund.  Negative unassigned fund 
balances may be reported in all funds. 

 
Flow Assumptions – When both restricted and unrestricted amounts of fund balance are 
available for use for expenditures incurred, it is the City’s policy to use restricted amounts first 
and then unrestricted amounts as they are needed.   For unrestricted amounts of fund 
balance, it is the City’s policy to use fund balance in the following order: 
 

• Committed 
• Assigned 
• Unassigned 

 
Net Assets – Net assets represent the difference between assets and liabilities.  Net assets 
invested in capital assets, net of related debt, consists of capital assets, net of accumulated 
depreciation, reduced by the outstanding balances of any borrowing used for the acquisition, 
construction or improvement of those assets.  This net asset amount also is adjusted by any 
bond issuance deferral amounts.  Net assets are reported as restricted when there are 
limitations imposed on their use either through the enabling legislation adopted by the City or 
through external restrictions imposed by creditors, grantors or laws or regulations of other 
governments.  All other net assets are reported as unrestricted. 
 
1-E-11 Operating Revenues and Expenses 
 
Operating revenues are those revenues that are generated directly from the primary activity 
of the proprietary funds.  For the City, these revenues are sales of liquor and pull-tabs and 
charges for services for water, sewer, refuse collection and landfill.  Operating expenses are 
necessary costs incurred to provide the goods or services that are the primary activity of each 
fund.  Any revenue and expense not meeting this definition is reported as non-operating 
revenue and expense. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 
 
1-E-12 Contributions of Capital 
 
Contributions of capital in proprietary fund financial statements arise from outside 
contributions of capital assets, tap-in fees to the extent they exceed the cost of the 
connection to the system, or from grants or outside contributions of resources restricted to 
capital acquisition and construction. 
 
1-E-13 Interfund Activity 
 
Exchange transactions between funds are reported as revenues in the seller funds and as 
expenditures/expenses in the purchaser funds.  Flows of cash or goods from one fund to 
another without a requirement for repayment are reported as interfund transfers.  Interfund 
transfers are reported as other financing sources/uses in governmental funds and after the 
non-operating revenues/expenses section in proprietary funds.  Repayments from funds 
responsible for particular expenditures/expenses to the funds that initially paid for them are 
not presented on the financial statements (i.e., they are netted). 
 
Transfers between governmental and business-type activities on the government-wide 
statement of activities are reported as general revenues.  Transfers between funds reported 
in the governmental activities column are eliminated.  Transfers between funds reported in 
the business-type activities column are eliminated. 
 
1-E-14 Estimates 
 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the amounts reported in the financial statements and accompanying 
notes.  Actual results may differ from those estimates. 
 
Note 2 –Stewardship, Compliance and Accountability 
 
2-A. Budgetary Information  
 
The City adopts an annual operating budget for the general fund, and each enterprise fund.  
The budget resolution reflects the total of each department’s appropriation.  The budgets for 
the enterprise funds are adopted for management purposes and are not reported in these 
financial statements.  Generally, a project budget is adopted for each capital projects fund.   
 
Budgets for grant-driven special revenue funds are adopted as part of the application for and 
acceptance of the grant funding.  They are also project rather than annual budgets.  
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Note 2 – Stewardship, Compliance and Accountability (Continued) 
 
Before June 30, the proposed budget is presented to the government's council for review.  
The government's council holds public hearings and may add to, subtract from, or change 
appropriations, but may not change the form of the budget.   
 
Subject to council approval by resolution, the Mayor may: 1) establish line item expenditures 
within an authorized appropriation; and/or 2) transfer from one authorized appropriation to 
another any amount which would not annually exceed ten percent or $10,000, whichever is 
less.  “Appropriation” is not defined in the ordinance establishing the transfer and expenditure 
restrictions.  There was one City budget amendment in FY 2014. 
 
Encumbrances represent commitments related to unperformed contracts for goods or 
services. Encumbrance accounting (under which purchase orders, contracts, and other 
commitments for the expenditure of resources are recorded in order to reserve that portion of 
the applicable appropriation) is not utilized by the City.  All unexpended annual appropriations 
lapse at year-end.  
 
The adopted School Operating Fund budget is submitted to the City for approval, then to the 
State of Alaska, Department of Education and Early Development for review to determine 
compliance with Alaska statutes and Department regulations. 
 
The School Board authorizes formal budget revisions several times each year to adjust the 
revenues and expenditures to available resources and program needs.  Expenditure authority 
for the School Operating Fund is limited to the total approved budget.  There are no specific 
line item or category limitations. 
 
Encumbrance accounting, under which purchase orders, contracts, and other commitments 
for the expenditure of monies are recorded in order to reserve that portion of the applicable 
appropriation, is employed as an extension of formal budgetary integration in the School 
Operating Fund and School Special Revenue Funds.  Encumbrances, if any, outstanding at 
year end are reported as assignment of fund balances since they do not constitute 
expenditures or liabilities.  The amount of encumbrances, if significant, is disclosed in the 
notes to the basic financial statements as commitments. 
 
The City General Fund had an excess of expenditures and transfers over appropriations at 
June 30, 2014 of 89,639.  For the year ended June 30, 2014, there were no expenditures and 
transfers that exceeded appropriations in the School Operating Fund. 
 
2-B. Deficit Fund Equities  
 
No individual funds had a deficit fund balance at the fund reporting level at June 30, 2014. 
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Note 3 – Detailed Notes on All Funds 
 
3-A. Deposits and Investments 
 
Custodial Credit Risk.  This is the risk that in the event of the failure of a bank or other 
counterparty, the City would not be able to recover the value of its deposits and investments 
or collateral securities that are in possession of an outside party.  The City’s deposit policy is 
in accordance with guidelines established by the City Charter and the City Council.  The City 
and the School District do not have any investments or an investment policy.  All deposits for 
the City and the School District were covered by federal depository insurance up to $250,000, 
or fully covered if non-interest bearing accounts, and collateralized with eligible securities in 
amounts equal to at least 100 percent of the book value of deposits.  As of June 30, 2014, 
the carrying value and bank value, respectively, of all deposits was $1,711,578 and 
$1,845,435 for the City and $3,255,114 and $3,280,537 for the School District. 
 
3-B. Receivables 
 
Receivables at June 30, 2014 consisted of taxes, accounts (billings for user charges), special 
assessments from subdivision utility improvements, interest from certificates of deposit and 
intergovernmental receivables arising from grants. 
 
Receivables and payables are recorded on the City’s financial statements to the extent that 
the amounts are determined to be material and substantiated not only by supporting 
documentation, but also by a reasonable, systematic method of determining their existence, 
completeness, valuation, and in the case of receivables, collectibility.  Receivables for the 
year ended June 30, 2014 consisted of the following: 
 
   

Governmental 
Activities 

 Business-
type 

Activities 

  
 

Total 
Receivables:       

Accounts  914,838  615,683  1,530,521 
Intergovernmental  953,586  5,085  958,671 
Sales tax  156,608    156,608 
Special assessments  569,875    569,875 

Gross receivables  2,594,907  620,768  3,215,675 
       
Less allowance for doubtful accounts  (655,295)  (486,443)  (1,141,738) 
       
Net accounts receivable  $1,939,612  $134,325  $2,073,937 
 
School District receivables of $132,197 intergovernmental and $44,879 other totaled 
$177,076 at June 30, 2014 with no allowance for doubtful accounts. 
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Note 3 – Detailed Notes on All Funds (Continued)  
 
3-C. Capital Assets 
 
Capital asset activity for the year ended June 30, 2014 was as follows: 
 
  Balance      Balance 
  7/1/13  Additions  Deletions  6/30/14 
Governmental activities:         

Nondepreciable capital assets:         
Land  362,809      362,809 
Construction in progress  1,130,116  3,740,773    4,870,889 

         
Total nondepreciable capital assets  1,492,925  3,740,773    5,233,698 

         
 

Depreciable capital assets:         
Land improvements  135,123      135,123 
Buildings and structures  2,885,757  55,061    2,940,818 
School buildings and structures  4,995,005      4,995,005 
Vehicles  475,562    108,050  367,512 
Furniture  20,089      20,089 
Equipment  653,167  39,812  84,459  608,520 
Infrastructure  2,126,832      2,126,832 

         
Total depreciable capital assets  11,291,535  94,873  192,509  11,193,899 

         
Governmental activities capital assets  $12,784,460  $3,835,646  $192,509  $16,427,597 
 
Accumulated depreciation:  The City’s governmental capital assets are incomplete.  Missing are land 
and buildings owned by the City.  Further, the City has not taken a physical inventory of its 
governmental capital assets nor assigned a life to each asset for depreciation purposes.  
Consequently, no depreciation has been calculated on the governmental capital assets.  
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Note 3 – Detailed Notes on All Funds (Continued) 
 
  Balance      Balance 
  7/1/13  Additions  Deletions  6/30/14 
Business-type activities:         

Nondepreciable capital assets:         
Construction in progress  1,050,189  43,655    1,093,844 

         
Total nondepreciable capital assets  1,050,189  43,655    1,093,844 

         
Depreciable capital assets-utilities:         

Water utility system  8,646,652    9,000  8,637,652 
Sewer utility system  5,115,382  6,100    5,121,482 
Refuse   70,646      70,646 
Landfill  1,118,275      1,118,275 

         
Total depreciable utility capital assets  14,950,955  6,100  9,000  14,948,055 

         
Depreciable liquor store capital assets  87,869    6,646  81,223 

         
Total depreciable capital assets  15,038,824  6,100  15,646  15,029,278 

         
Total capital assets  16,089,013  49,755  15,646  16,123,122 

 
Accumulated depreciation:         

Water utility system  3,559,391  191,776  9,000  3,742,167 
Sewer utility system  919,981  159,143    1,079,124 
Refuse collection  68,821  1,825    70,646 
Landfill  398,613  25,197    423,810 

         
Total accumulated depreciation-utilities  4,946,806  377,941  9,000  5,315,747 

         
Accumulated depreciation-liquor store  87,869    6,646  81,223 

         
Total accumulated depreciation  5,034,675  377,941  15,646  5,396,970 

         
Business-type activities capital assets, net  $11,054,338  $(328,186)    $10,726,152 
 
 
School District: 

Vehicles and equipment  564,472  44,373    608,845 
Less accumulated depreciation  (427,466)  (33,677)    (461,143) 

         
School District capital assets  $137,006  $10,696    $147,702 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
3-D. Interfund Balances and Transfers 
 
Interfund receivables and payables at June 30, 2014 consisted of the following amounts and 
represent charges for services or reimbursable expenses.  These remaining balances 
resulted from the time lag between the dates that (1) Interfund goods or services are provided 
or reimbursable expenditures occur, (2) transactions are recorded in the accounting period, 
and (3) payments between funds are made.  The City expects to repay all these Interfund 
balances within one year. 
  

Payable To: 
 
Payable From: 

 
 

  
Utilities 

fund  

 Non-major 
governmental 

funds  

 POW   
Voc-Ed  

grant fund 

  
 

Total 
          
Debt service     11,922    11,922 
Liquor store   136,524      136,524 
Non-major governmental funds     35,023    35,023 
General fund   47,923  18,996  26,500  93,419 
Voc-Ed equipment grant     59,467    59,467 
Public safety building grant     10,081    10,081 

          
   $184,447  $135,489  $26,500  $346,436 
 
Interfund transfers for the year ended June 30, 2014 consisted of the following: 
 
          Transfers From: 

Transfer to:   
 General 

fund 
 Liquor 

store 
 

Total 
         

Water, Sewer, Refuse & Landfill fund    35,000    35,000 
Non-major governmental funds    66,496    66,496 
Debt service fund    17,790    17,790 
General fund    84,367  200,000  284,367 

         
Total    $203,653  $200,000  $403,653 

 
Transfers are used to report revenues from the fund that statute or budget requires collecting 
them to the fund that statute or budget requires to expend them and unrestricted revenues 
collected in the general fund to finance various programs accounted for in other funds in 
accordance with budgetary authorizations; to segregate money for anticipated capital 
projects; to provide additional resources for current operations or debt service; and to return 
money to the fund from which it was originally provided once a project is completed.  All City  
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Note 3 – Detailed Notes on All Funds (Continued) 
 
transfers either occur on a regular basis or are consistent with the purpose of the fund 
making the transfer. 
 
3-E. Long-Term Debt  
 
In 1997, the City borrowed $150,000 from the State of Alaska Department of Environmental 
Conservation (“DEC”) for the design of a primary sewer treatment plant, due semiannually 
over 20 years bearing interest at 2.5%.  As security for the loan, the City was required to 
establish a certificate of deposit in trust for the State of Alaska in the amount of $75,000, 
which is reported on the water, sewer, refuse and landfill enterprise fund statement of net 
assets under the heading “time certificate of deposit collateral”.  The debt is recorded in the 
water, sewer, refuse and landfill enterprise fund with a balance at June 30, 2014 of $49,244 
 
In 1998, the City borrowed $300,000 from the State of Alaska Department of Environmental 
Conservation (“DEC”) for the sewer force main construction project, due semiannually over 
20 years bearing interest at 2.5%. As security for the loan, the City was required to establish 
a certificate of deposit in trust for the State of Alaska in the amount of $150,000, which is 
reported on the water, sewer, refuse and landfill enterprise fund statement of net assets 
under the heading “time certificate of deposit collateral”.  The debt is recorded in the water, 
sewer, refuse and landfill enterprise fund with a balance at June 30, 2014 of $99,102. 
 
In 2000, the City issued $832,000 in bonds to the U.S. Department of Agriculture (“USDA”) to 
finance the initial costs of extending water and sewer services to the Mary Jackson 
Subdivision, a new housing development.  The bonds bear interest at 4.75% with semi-
annual payments of $23,329 and mature 40 years after issuance. A Local Improvement 
District (“LID”) assessment against the benefited properties will provide the revenues for 
payment of the bonds but does not relieve the City of the obligation to pay the debt.  The LID 
assessment bears interest at the same 4.75% rate as the bonds.  The bonds are recorded in 
the governmental debt with a balance of $682,979 at June 30, 2014 and the LID assessment 
receivable balance of $513,037 at June 30, 2014 is recorded in the debt service fund. 
 
In 2000, the City issued a $127,000 note to the Alaska Department of Community and 
Regional Affairs, Division of Energy (“DCRA”) to finance the costs of extending electrical 
services to the Mary Jackson Subdivision.  A Local Improvement District (“LID”) assessment 
against the benefited properties and a pledge by the City of its general revenues provided the 
revenues for payment of the note.  The note was paid off in fiscal year ended June 30, 2010. 
The LID assessment bears interest at 5% per annum.  The LID assessment receivable 
balance of $56,818 at June 30, 2014 is recorded in the debt service fund. 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
In fiscal year ended June 30, 2004, the City issued a $300,000 bond to the United States 
Department of Agriculture – Rural Development for partial funding for purchase and 
construction of property for a public safety building.  The bond provides for semiannual 
payments of $8,895, including interest at 4.25% per annum and matures September 25, 
2033.  The bond balance of $234,158 at June 30, 2014 is recorded in the governmental long-
term debt. 
 
The requirements to amortize, for the next five years and thereafter to maturity, the long-term 
obligations outstanding, including interest, are as follows: 
 
Governmental long-term debt: 

USDA Bond  Principal  Interest  Totals 
2015  7,880  9,910  17,790 
2016  8,260  9,530  17,790 
2017  8,615  9,175  17,790 
2018  8,985  8,805  17,790 
2019  9,371  8,419  17,790 
Later  191,048  66,809  257,857 
Totals  234,159  112,648  $346,807 

 
USDA Bond  Principal  Interest  Totals 
2015  15,531  31,128  46,659 
2016  15,133  31,526  46,659 
2017  15,860  30,799  46,659 
2018  16,622  30,037  46,659 
2019  17,421  29,238  46,659 
Later  602,413  341,604  944,017 
Totals  $682,980  $494,332  $1,177,312 

 
Enterprise funds: 
 

1997 DEC Revenue Bond  Principal  Interest  Totals 
2015  8,601  707  9,308 
2016  8,731  577  9,308 
2017  8,862  446  9,308 
2018  8,996  312  9,308 
2019  9,131  177  9,308 
Later  4,922  39  4,961 
Totals  $49,243  $2,258  $51,501 
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Note 3 – Detailed Notes on All Funds (Continued) 
 

1998 DEC Revenue Bond  Principal  Interest  Totals 
2015  17,190  1,422  18,612 
2016  17,449  1,163  18,612 
2017  17,711  901  18,612 
2018  17,978  634  18,612 
2019  18,249  363  18,612 
Later  10,526  89  10,615 
Totals  $99,103  $4,572  $103,675 

 
During the year ended June 30, 2014, the following changes occurred in long-term liabilities 
reported in the governmental long-term debt and the proprietary funds: 

Governmental Long-term Debt 
 Payable 

July 1, 2013 
  

Additions 
  

Deletions 
 Payable 

June 30, 2014 
USDA bond 241,752    7,594  234,158 
Special assessment debt 698,667    15,688  682,979 
        
Totals $940,419    $23,282  $917,137 

Enterprise Funds 
 Payable 

July 1, 2013 
  

Additions 
  

Deletions 
 Payable 

June 30, 2014 
Alaska DEC bond 116,037    16,934  99,103 
Alaska DEC bond 57,718    8,475  49,243 
Landfill closure costs 867,845      867,845 
        
Totals $1,041,600    25,409  $1,016,191 

 
Interest incurred on long-term debt and expensed during the year was $42,896 governmental 
and $2,416 enterprise.  The amount of $163,204 was available in the debt service fund to 
service the governmental long-term debt. 
 
3-F. Compensated Absences 
 
All permanent full-time employees of the City accrue sick leave without a cap for use while 
employed, but unused sick leave is not paid upon termination.   
 
Vacation leave is accrued monthly and is paid at the employee’s base pay rate at the time the 
vacation time is taken.  Accrued vacation time for the City does not include the employer’s 
portion of PERS, Social Security, and Medicare that are estimated at $6,300.   
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Note 3 – Detailed Notes on All Funds (Continued) 
 
Accumulated vacation leave aggregates to $21,346, which the City has included in accrued 
expenses at June 30, 2014.   
  
3-G. – Landfill Closure and Post Closure Care Cost  
 
State and federal laws and regulations require the City to place a final cover on its landfill 
when closed and maintain and monitor the site for thirty years after closure.  Although closure 
cost and post closure cost will only be paid near or after the closure date, the City reports a 
portion of these costs as an operating expense in each period based on landfill capacity used 
as of each balance sheet date.  The $867,845 reported landfill closure and post closure 
liability at June 30, 2014 represents the cumulative amount reported to date based on closing 
of 10.3 acre Part 1 of a 2-Part 28.8-acre landfill.  The City will recognize the Part II estimated 
cost of $868,140 as the remaining capacity is filled.  These amounts are based on what it 
would cost to perform all closure and post closure care in 2014.  The City expects to close 
the landfill in the year 2048.  Actual cost may be higher due to inflation, changes in 
technology, or changes in regulations. Currently the City has no plans to finance these costs, 
so the costs may need to be covered by charges to future landfill users or from future tax 
revenue. 
 
3-H. Pensions 
 
The City and School District follow Governmental Accounting Standards Board (GASB) 
Codification P-20, Pension Activities—Employer Reporting, and GASB P-50, 
Postemployment Benefits Other than Pension Benefits—Employer Reporting.  GASB 
Codification P-20 and P-50 establish uniform standards for the measurement, recognition  
and display of pension and other post-employment benefits other than pensions (healthcare) 
expenditures/expense and related liabilities, assets, note disclosure and applicable required 
supplementary information in the financial reports of state and local governmental employers. 
 
Alaska Public Employees’ Retirement System 
 
The City of Klawock and Klawock City School District employees participate in two pension 
plans.  All certified School District employees participate in the State of Alaska’s Teachers’ 
Retirement System (TRS).  The City of Klawock Council Members, City Administrator, and 
any permanent City and non-certified School District employees who elect to do so 
participate in the State of Alaska Public Employees Retirement System ("PERS").  In addition 
to the pension plan both systems also administer a post-employment healthcare benefit plan. 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
Summary of Significant Accounting Policies 
 
The financial statements of PERS and TRS are prepared using the accrual basis of 
accounting.  Plan member contributions are recognized in the period in which the 
contributions are due.  The City’s and District’s contributions are recognized when due and a 
formal commitment to provide the contributions has been made.  Benefits and refunds are 
recognized when due and payable in accordance with the terms of the plan.  All plan 
investments are reported at fair market value or estimated fair market value. 
 
Termination Costs  
 
If the City or School District decides to terminate coverage for a department, group, or other 
classification of members, even if that termination results from a decision to divest of a 
particular City or District function, all affected employees in that department, group, or other 
classification of members become immediately vested in the plan.  The City or District must 
pay to have a termination study completed.  The purpose of the study is to calculate the City 
or District’s one-time termination costs.  The costs represent the amount necessary to fully 
fund the costs of plan members who become vested through this process and for other 
changes in actuarial assumptions, such as, earlier than expected retirement, that arise from 
the act of termination of coverage.  The City or District must pay a lump sum within 60 days 
of termination or arrange a payment plan that is acceptable to the PERS Administrator. 
 
Alaska Public Employees’ Retirement System (PERS) – Defined Benefit Plan 
 
Plan Description – The City and the School District contribute to the Alaska Public 
Employees’ Retirement System (PERS), a multiple employer cost sharing defined benefit 
pension plan administered by the Commissioner of Administration and the Alaska Retirement 
Management Board (ARMB).  PERS provides retirement and disability benefits, annual cost-
of-living adjustments, postemployment healthcare benefits, and death benefits to plan 
members and beneficiaries.  The authority to establish and amend benefit provisions is 
assigned to the ARMB.  The Division of Retirement and Benefits issues a publicly available 
financial report that includes financial statements and required supplementary information for 
PERS, which may be obtained from Department of Administration, Division of Retirement and 
Benefits, P.O. Box 110203, Juneau, Alaska 99811 or by calling (907) 465-4460. 
 
Benefits vest with five years of credited service.  Employees enrolled prior to July 1, 1986 
with five or more years of credited service are entitled to annual pension benefits beginning at 
normal retirement age 55 or early retirement age 50.  For employees enrolled after June 30, 
1986, but before July 1, 2006, the normal and early retirement ages are 60 and 55, 
respectively.  Employees with 30 or more years of credited service may retire at any age and 
receive a normal benefit. 
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Retirement benefits are calculated by multiplying the average monthly compensation (AMC) 
times credited PERS service times the percentage multiplier.  The AMC is determined by 
averaging the salaries earned during the three highest (three highest for Police/Fire members 
or members hired prior to July 1, 1996) consecutive payroll years.  Members must earn at 
least 115 days of credit in the last year worked to include it in the AMC calculation.  The 
PERS pays a minimum benefit of $25 per month for each year of service when the calculated 
benefit is less. 
 
The percentage multipliers for police/fire personnel are 2% for the first ten years of service 
and 2.5% for all service over 10 years.  The percentage multipliers for all other participants 
are 2% for the first ten years, 2.25% for the next ten years, and 2.5% for all remaining service 
earned on or after July 1, 1986 but before July 1, 2006.  All service before that date is 
calculated at 2%. 
 
Post-employment healthcare benefits are provided without cost to all members first enrolled 
before July 1, 1986.  Members first enrolled after June 30, 1986 and before July 1, 2006 and 
who have not reached age 60 may elect to pay for major medical benefits. 
 
Pension benefits are adjusted each year based upon increases in the Consumer Price Index 
(CPI) for the prior year.  The increase in the benefits is 75% of the CPI increase up to a 9% 
maximum for recipients who are at least age 65 or on disability or 50% of the increase up to a 
6% maximum for recipients who are at least age 60 but under age 65 or who have been 
receiving benefits for at least five years.  Starting at age 65, or at any age for those employed 
before July 1, 1986, a retired employee who remains in Alaska is eligible for an additional 
allowance equal to 10% of the base benefit or $50 a month, whichever is greater. 
 
Post Retirement Pension Adjustments – Post retirement pension adjustments (PRPAs) 
are granted annually to eligible benefit recipients when the consumer price index CPI 
increases during the preceding calendar year.  PRPAs are calculated by multiplying the 
recipient’s base benefit, including past PRPAs, times: 
 

a) 75% of the CPI increase in the preceding calendar year or 9%, whichever is less, if 
the recipient is at least 65 or on PERS disability; or  

 
b) 50% of the CPI increase in the preceding calendar year or 6%, whichever is less, if 

the recipient is at least 60, or has been receiving benefits for at least five years. 
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Ad hoc PRPAs, up to a maximum of 4%, may be granted to eligible recipients who first 
entered the PERS before July 1, 1986, if the CPI increases and the financial condition of the 
fund will permit an increase.  In a year where an ad hoc PRPA is granted, eligible recipients 
will receive the higher of the two calculations. 
 
Funding Policy – The contribution requirements of plan members and of the City and District 
are established and may be amended by the ARMB.  The funding policy for PERS provides 
for employer contributions at actuarially determined rates that are sufficient to accumulate 
sufficient assets to pay benefits when due. 
 
Defined Benefit Plan – Required funding is as follows:  
 
 Pension and Postemployment 
 City of Klawock  School District 
Contribution Rates    

Employee Rate:    
Police Officers and Firefighters 7.50%   
Other Employees 6.75%  6.75% 

Actuarially Required Employer Rate:    
Police Officers and Firefighters 35.68%   
Other Employees 35.68%  53.62% 

Adjusted Actual Employer Rate:    
Police Officers and Firefighters 22.00%   
Other Employees 22.00%  22.00% 

 
The City’s and District’s actual employer contribution was 22 percent as established by the 
Alaska State Legislature with the adoption of Senate Bill 125.  The State of Alaska is 
currently contributing the difference between the actuarial required contributions and the 
amount employers are required to contribute under Senate Bill 125.  The City and District 
account for the contributions from the State as on-behalf payments for fringe benefits.  In 
2014, the State contributed to the PERS $102,964, $58,256 for pension and $44,708 for 
post-employment healthcare, on behalf of the City and $67,445, $38,160 for pension and 
$29,285 for post-employment healthcare on behalf of the District.  The State contributions 
were reported as intergovernmental revenues and pension related expenditures/expenses. 
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The annual pension and postemployment benefit costs for the years ended June 30, 2014, 
2013 and 2012 and the amounts actually contributed by the City, the School District and the 
State are listed below. 

 
Annual Contribution 

  
Pension 

 Post-
employment 

  
Total 

 % of Required 
Contribution 

City:         
2014  $87,406  $82,270  $169,676  100% 
2013  $91,852  $80,155  $172,007  100% 
2012  $75,326  $64,270  $139,596  100% 

 
School District:         

2014  $78,055  $73,468  $151,523  100% 
2013  $80,592  $102,799  $183,391  100% 
2012  $85,524  $72,971  $158,495  100% 

 
Defined Contribution Plan – Description and Funding Requirements – School Districts 
and Public Employers in the State of Alaska have a defined contribution retirement plan for 
new hires first enrolled on or after July 1, 2006.  Plan members make mandatory 
contributions of 8% of gross eligible compensation.  State statutes require the employer to 
contribute 5% of employees’ eligible compensation.  Additionally, employers are required to 
contribute 0.48% for the retiree medical plan, 1.14% for police officers and firefighters and 
0.20% for other employees for occupational and death and disability benefits and 3% of 
employer’s average employee compensation to the heath reimbursement arrangement 
(HRA).  The employer’s effective contribution rate is 22%.  Plan members are 100% vested 
with their contributions.  Members become vested in employers’ contributions as follows: 
 

2 years of service – 25% 
3 years of service – 50% 
4 years of service – 75% 
5 years of service – 100% 

 
The City’s defined contribution wages were $403,627.  Actual contributions equal annual 
required contributions.  Total contributions for the year ended June 30, 2014 are as follows: 
 
 City  School District 
 Employer  Employee  Employer  Employee 
Defined contribution $20,181  $32,290  $32,095  $11,633 
Retiree medical plan 1,937    698   
Occupational health and disability benefits 1,339    291   
Health reimbursement agreement (HRA) 23,077    10,593   
Defined Benefit Unfunded Liability (DBUL) 42,510    13,242   
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Teachers Retirement System (TRS) – Defined Benefit 
 
Plan Description – The School District contributes to the Teacher’s Retirement System 
(TRS), a cost sharing multiple-employer defined benefit plan administered by the 
Commissioner of Administration and the ARMB.  Currently, there are 58 employers 
participating in TRS, including the State of Alaska and 53 school districts.  TRS provides 
retirement benefits including disability and death benefits and post-employment healthcare to 
plan members and beneficiaries.  The authority to establish and amend benefit provisions is 
assigned to the ARMB.  The Teacher’s Retirement System issues a publicly available 
financial report that includes financial statements and required supplementary information for 
TRS.  This report may be obtained from Department of Administration, Division of Retirement 
and Benefits, P.O. Box 110203, Juneau, Alaska 99811 or by calling (907) 465-4460. 
. 
Pension Benefits – Employees hired prior to July 1, 1990 are entitled to annual pension 
benefits beginning at normal retirement age 55, or early retirement age 50.  For employees 
hired after June 30, 1990, but before July 1, 2006, the normal and early retirement ages are 
60 and 55, respectively.  Employees may also retire at any age and receive a normal benefit 
when they accumulate the required credited service.  The benefit related to all years of 
credited service prior to July 1, 1990 and for years of service through a total of 20 years is 
equal to 2% of their highest three-year average annual compensation for each year of 
service.  The benefit for each year over 20 years of service subsequent to June 30, 1990, but 
before July 1, 2006, is equal to 2.5% of their highest three-year average annual 
compensation for each year of service.  Employees may elect to receive their pension 
benefits in the form of a joint or survivor annuity.  Effective January 1, 1987, through June 30, 
2006, a married member who retires must receive his or her benefit in the form of a joint and 
survivor annuity unless the member’s spouse consents to another form of benefit.  Minimum 
benefits for employees eligible for retirement are $25 per month for each year of credited 
service.  In addition, TRS also provides death and disability benefits. 
 
Post Retirement Pension Adjustments – Effective in fiscal year 1991, through June 30, 
2006, automatic post retirement pension adjustment (PRPA) was granted to all current and 
future retirees.  The PRPA amount may not exceed the lesser of (a) the actual cost of living 
increase (percentage) from the date of retirement until the effective date of the PRPA; or (b) 
4.00% of the base benefits for each full year that the member has been retired and a prorated 
percentage for each partial year.  However, the PRPA percentage is offset by the percentage 
of all prior PRPAs that have been granted.  TRS members receiving a retirement, disability or 
survivor benefit, who remain in Alaska, are eligible for an additional allowance equal to 
10.00% of the base benefit. 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
Funding Policy – Active plan members are required to contribute 8.65% of their annual 
covered salary and the District is required to contribute at an actuarially determined rate.  The 
current rate is 53.62%.  The State of Alaska made a payment in the amount of $428,201 on 
behalf of the district which lowered the annual contribution to 12.56%.  This amount has been 
recognized as both revenue and expenditures in the financial statements. 
 
Annual Pension Cost - The contribution requirements of plan members and the District are 
established and may be amended by the Teacher’s Retirement Board.  The District’s 
contributions to TRS for the years ended June 30, 2014, 2013, and 2012 were $125,085, 
$140,604, $140,929, respectively, equal to the required contributions for each year. 
 
Teachers Retirement System (TRS) – Defined Contribution Plan 
 
Plan Description and Funding Requirements – School Districts and Public Employers in 
the State of Alaska have a defined contribution retirement plan for new hires first enrolled on 
or after July 1, 2006.  Plan members make mandatory contributions of 8% of gross eligible 
compensation.  State statutes require the employer to contribute 7% of employees’ eligible 
compensation.  Additionally, employers are required to contribute 0.47% for the retiree 
medical plan, 0.00% for occupational health and disability and 3% of employer’s average 
annual employee compensation to the health reimbursement arrangement (HRA).  Employer 
effective contribution rate is 12.56%.  Plan members are 100% vested with their 
contributions.  Members become vested in employers’ contributions as follows: 2 years of 
service – 25%, 3 years of service – 50%, 4 years of service – 75% and 5 years of service – 
100%. 
 
Plan provisions and contribution requirements and amendments are established by the 
Alaska Retirement Management Board (ARMB).  Total contributions for the year ended June 
30, 2014 are as follows: 
 
 School District 
 Employer  Employee 
Defined contribution $27,330  $17,313 
Retiree medical plan 1,017   
Occupational health and disability benefits -     
Health reimbursement agreement (HRA) 6,085   
Defined Benefit Unfunded Liability (DBUL) 5,079   
 
Actual contributions were equal to the annual required contributions. 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
Other Post-employment Benefits – For TRS, when pension benefits begin, major medical 
benefits are provided without cost to (1) all employees hired before July 1, 1990, and (2) 
members who have 25 years of membership service, and employees who are disabled or 
age 65 or older, regardless of their initial hire date.  Employees first hired after June 30, 1990 
and before July 1, 2006, may receive major medical benefits prior to age 65 by paying 
premiums. 
 
3-I. Net Assets 
 
The “invested in capital assets, net of related debt” on the government-wide statement of net 
assets as of June 30, 2014 is as follows: 
 
 
Investments in capital assets, net of related debt: 

 Governmental 
Activities 

 Business-Type 
Activities 

     
Cost of capital assets  16,600,307  16,123,122 
Less accumulated depreciation  (172,708)  (5,396,970) 

     
Net capital assets  16,427,599  10,726,152 
     
Less long-term debt  (917,137)  (148,346) 
     
Investments in capital assets, net of related debt  $15,510,462  $10,577,806 
 
3-J. Leases 
 
City as Lessee 
 
In October 2005, the City entered into a lease agreement with Klawock Heenya Corporation 
for facilities in which to operate the City’s liquor store.  The lease term was for 2 years with 3 
one-year options.  Monthly payments were $2,134.35 with automatic increases of 2% of the 
then current rate at each extension.  The City is responsible for utilities and taxes.  Lease 
expense in FY 2014 was $27,260.  In FY 2014, the lease agreement was extended to 
September 30, 2018. 
 
The following are the expected minimum future rentals for the lease noted above: 

   
FY2015  27,260 
FY2016  27,260 
FY2017  27,260 
FY2018  27,260 
FY2019  6,815 
Total  $115,855 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
City as Lessor 
 
The City leases trailer spaces and apartments to various tenants on a month-to-month basis.    
Additional leases under long-term agreements are as follows: 
 
In fiscal year 1994, the City entered into an agreement to lease ground to Williams, Inc., 
commencing March 1, 1994, with monthly payments of $600.  The lease term is for 20 years 
with an option to renew the lease up to 4 additional consecutive periods of 5 years.  Williams 
Inc. transferred the lease to Frank Demmert.  The initial lease expired in fiscal year 2014, and 
a new lease has not yet been negotiated. The lease is continuing as a month-to-month lease. 
 
In fiscal year 2012, the City entered into an agreement to lease ground to Alascom, Inc. 
Commencing March 3, 2012, annual payments are $4,100.  The lease term is for 5 years 
from March 3, 2012 with options to renew the lease up to 4 additional consecutive periods of 
5 years. 
 
In fiscal year 1994, the City entered into an agreement to lease a lot to B-3 Contractors, 
commencing April 1, 1994, with monthly payments of $833. The lease term is for 20 years 
with an option to renew the lease for up to 4 additional consecutive periods of 5 years each.  
The initial lease expired in fiscal year 2014, and the lease has not yet been renewed. The 
lease is continuing as a month-to-month lease. 
 
In fiscal year 1995, the City entered into an agreement to lease ground to Sylvester Williams, 
commencing November 1, 1994, with monthly payments of $137, adjusted by the CPI every 5 
years.  The lease term is for 20 years with an option to renew the lease for up to 4 additional 
consecutive periods of 5 years each.  Williams transferred the lease to Bolts Inc. in FY 2000.  
The initial lease expired in fiscal year 2014, and a new lease has not yet been negotiated. 
The lease is continuing as a month-to-month lease. 
 
In September 1993, the City entered into an agreement to lease a portion of the Youth Center 
building to Tlingit-Haida Central Council Headstart for monthly payments of $350 from June 
through August and $700 from September through May.  The agreement is a one-year lease 
with unlimited renewal options. 
 
In fiscal year 2004, the City entered into an agreement to lease a portion of the Public Safety 
building to the State of Alaska for its local trooper detachment.  The lease is for 10 years, 
beginning December 1, 2003, with 10 additional 2-year renewal options.  The lease payment 
is $2,500 per month and provides for annual adjustments based on the consumer price index 
if the lessor requests it in writing.  The state terminated this lease in the spring of 2014. 
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Note 3 – Detailed Notes on All Funds (Continued) 
 
On March 7, 2006, the City entered into an agreement to provide space at City Hall for 
Alaska Power & Telephone to install antenna(s) for providing high-speed broadband internet 
service to Klawock residents, in exchange for use of the internet access by the City at no 
charge.  The lease agreement is open-ended, and no monetary value has been determined 
for this lease. 
 
The following are the expected minimum future rentals for the leases noted above: 

   
FY2015  4,648 
FY2016  4,100 
FY2017  0 
FY2018  0 
FY2019  0 
   
Total  $8,748 

 
Note 4 – Other Notes 
 
4-A. - Risk Management 
 
The City and School District are exposed to various risks of loss related to torts; theft of, 
damage to, and destruction of assets; errors and omissions; job related illnesses or injuries to 
employees; and, natural disasters.  The City and District have purchased insurance through 
commercial carriers to cover these risks.  Insurance coverage includes general liability, public 
official’s and employee’s liability, property and casualty coverage, and workers' compensation 
at statutory limits.  Settled claims resulting from these risks did not exceed insurance 
coverage for any of the past three years.  Employee health costs are covered through 
commercial insurance policies. 
 
The District has elected the reimbursable method of accounting for Employment Security 
Compensation (ESC).  Under this method, the actual costs of ESC are reimbursed to the 
State of Alaska, Department of Labor.  The District records the liability for the accrued unpaid 
portion of these claims. 
 
4-B. Landfill 
 
The City’s landfill permit was renewed December 10, 2014.  The City was operating under a 
temporary extension while awaiting completion of the new landfill permit application. 
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Note 4 – Other Notes (Continued) 
 
4-C. Contingent Liabilities 
 
The City and School District have received federal and state grants for specific purposes that 
are subject to review and audit by the grantor agencies or their designee.  These audits could 
result in a request for reimbursement to the grantor agency for costs disallowed under terms 
of the grant.  Based on prior experience, the City and School District believe such 
disallowances, if any, will be immaterial. 
 
4-D. Transactions with Component Unit (Related Party) 
 
During the fiscal year ended June 30, 2014, the City had the following transactions with its 
component unit, the Klawock City School District: 
 

The City paid to the District:   
National Forest Receipts from the federal 
   government passed through the City to the District 

  
263,543 

   
Total paid to District  $263,543 

 
4-E. Commitments 
 
The City has the following commitments for major construction projects, funding for which is 
provided by federal and state grants and a bond which the City is procuring through the State 
of Alaska Bond Bank: 

 
Public Safety Building Phase II $386,283 
Prince of Wales Island Vocational Education Center and Equipment 321,485 
Wastewater Treatment Plant Upgrade (Managed and constructed by Alaska 

Native Tribal Health Consortium separate from the City) 
 

2,141,000 
 

The City also has a police dispatch agreement with the City of Craig, Alaska under which the 
City is obligated to pay Craig $4,207.09 monthly. 
 
4-F. Subsequent Events 
 
In November, 2014, the City entered into a 60-month lease for office equipment.  The lease 
provides for monthly payments of $425. 
 
Management has evaluated the impact of all subsequent events on the City through the date 
the financial statements were issued and has determined that there were no subsequent 
events requiring adjustment to the financial statements. 
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REQUIRED SUPPLEMENTARY INFORMATION 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 

GENERAL FUND 
 
 
The General Fund is the operating fund of the City. It is used to account for all financial 

resources except those required to be accounted for in another fund. 
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CITY OF KLAWOCK
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

Revenues
Sales tax revenue 625,256 660,619 670,649 10,030 
Transient tax 11,130 15,457 5,111 (10,346)
Intergovernmental

State revenue sharing 135,314 134,167 134,167 
   Fisheries tax 19,212 6,828 6,828 
   Forest receipts 289,782 307,904 18,122 

State PERS contribution 57,042 57,042 
Payment in lieu of taxes 165,663 165,030 165,030 

Charges for services
Fees for services rendered 504,992 863,218 781,966 (81,252)

Less billing adjustments (160,000) (275,451) (331,176) (55,725)
Lease and rental income 177,100 159,213 153,858 (5,355)
Citations 1,500 940 2,022 1,082 
Interest 350 1,114 764 
Donations 100 100 

Total revenues 1,480,167 2,020,153 1,954,615 (65,538)

Expenditures
Council 88,012 143,687 121,098 22,589 
Administration 288,810 300,843 314,113 (13,270)
Public works 213,682 242,182 313,450 (71,268)
Public safety 335,030 335,030 369,333 (34,303)
Fire 13,937 19,437 15,390 4,047 
Youth center 26,050 46,050 18,439 27,611 
Emergency medical service 297,779 493,926 490,209 3,717 
Search and rescue 6,291 6,291 13,807 (7,516)
Lease and rental 2,750 2,750 23,867 (21,117)
Harbor 18,010 21,710 23,604 (1,894)
Vocational Ed Center 1,613 (1,613)
Education 202,530 343,543 324,400 19,143 

Total expenditures 1,492,881 1,955,449 2,029,323 (73,874)
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CITY OF KLAWOCK
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND  CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL (CONTINUED)
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

Excess (deficiency) of revenues 
over (under) expenditures (12,714) 64,704 (74,708) (139,412)

Other Financing Sources (Uses)
Transfers in 224,443 242,548 200,000 (42,548)
Transfers out (134,888) (187,888) (203,653) (15,765)

Total other financing sources (uses) 89,555 54,660 (3,653) (58,313)

Net change in fund balances 76,841 119,364 (78,361) (197,725)

Fund balances beginning of year 668,550 668,550 

Fund balances end of year 76,841$       119,364$     590,189$     470,825$     
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CITY OF KLAWOCK
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

COUNCIL
Stipends, taxes & benefits 18,412 18,412 19,448 (1,036)
Travel, per diem & training 5,000 5,000 2,855 2,145 
Promotional & donations 5,000 5,000 8,674 (3,674)
Professional and legal 55,000 113,702 88,548 25,154 
Membership & dues 100 1,084 1,084 
Elections expense 500 468 468 
Miscellaneous 4,000 21 21 

88,012 143,687 121,098 22,589 

ADMINISTRATION
Personnel 245,248 245,248 258,023 (12,775)
Travel, per diem & training 5,000 5,000 7,080 (2,080)
Contract services 5,436 5,436 2,858 2,578 
Equipment purchases 3,000 4,988 6,398 (1,410)
Insurance 4,305 4,305 4,276 29 
Building & equipment repairs 2,000 2,000 3,248 (1,248)
Office & general supplies 13,221 21,766 11,832 9,934 
Membership & dues 375 (375)
Utilities 10,000 10,000 14,916 (4,916)
Equipment fuel 1,500 512 988 
Interest & late charges 100 100 4,540 (4,440)
Miscellaneous 500 500 55 445 

288,810 300,843 314,113 (13,270)

PUBLIC WORKS
Personnel 148,291 148,291 246,802 (98,511)
Travel, per diem & training 3,500 3,500 1,884 1,616 
Contract services 500 500 500 
Equipment purchases & rental 9,000 21,000 940 20,060 
Insurance 6,141 6,141 4,398 1,743 
Cemetery 427 (427)
Building & equipment repairs 5,500 15,500 15,553 (53)
Materials, supplies & freight 8,500 8,500 4,087 4,413 
Utilities 18,500 25,000 27,411 (2,411)
Equipment fuel 13,500 13,500 11,923 1,577 
Miscellaneous 250 250 25 225 

213,682 242,182 313,450 (71,268)
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CITY OF KLAWOCK
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (CONTINUED)
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

PUBLIC SAFETY
Personnel 246,091 246,091 271,044 (24,953)
Travel, per diem & training 2,500 2,500 5,373 (2,873)
Contract services 45,000 45,000 51,636 (6,636)
Insurance 7,339 7,339 4,612 2,727 
Equipment purchases & rental 500 500 500 
Building & equipment repairs 5,000 5,000 7,238 (2,238)
Materials, supplies & freight 5,000 5,000 6,549 (1,549)
Utilities 10,000 10,000 9,189 811 
Equipment fuel 12,000 12,000 13,662 (1,662)
Miscellaneous 1,600 1,600 30 1,570 

335,030 335,030 369,333 (34,303)

FIRE
Travel, per diem & training 4,000 7,500 7,063 437 
Insurance 1,937 1,937 1,279 658 
Building & equipment repairs 2,500 2,500 1,851 649 
Materials, supplies, & freight 2,500 2,500 211 2,289 
Permits & licenses 500 500 500 
Utilities 2,500 4,500 4,581 (81)
Equipment fuel 328 (328)
Miscellaneous 77 (77)

13,937 19,437 15,390 4,047 

YOUTH CENTER
Personnel 150 5,150 4,787 363 
Insurance 900 900 653 247 
Building & equipment repairs 1,500 1,500 741 759 
Materials, supplies & freight 500 500 772 (272)
Utilities 3,000 8,000 8,353 (353)
Boys and girls club 20,000 30,000 3,133 26,867 

26,050 46,050 18,439 27,611 
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CITY OF KLAWOCK
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (CONTINUED)
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

EMERGENCY MEDICAL SERVICE
Personnel 182,797 248,993 250,944 (1,951)
Travel, per diem, & training 6,000 3,955 5,416 (1,461)
Contract services 54,482 180,978 190,118 (9,140)
Insurance 2,500 2,500 4,119 (1,619)
Equipment & building repair & maint 12,000 5,000 4,026 974 
Materials, supplies & freight 31,000 41,000 23,967 17,033 
Equipment fuel 5,000 5,000 5,412 (412)
Utilities 4,000 6,500 6,132 368 
Miscellaneous 75 (75)

297,779 493,926 490,209 3,717 

SEARCH AND RESCUE
Insurance 2,741 2,741 5,275 (2,534)
Equipment & building repair & maint 1,500 1,500 2,496 (996)
Materials, supplies & freight 1,000 1,000 344 656 
Equipment fuel 1,182 (1,182)
Utilities 1,000 1,000 4,371 (3,371)
Miscellaneous 50 50 139 (89)

6,291 6,291 13,807 (7,516)

LEASE AND RENTAL DEPARTMENT
Insurance 2,062 (2,062)
Building & equipment repairs 1,250 1,250 1,324 (74)
Utilities 500 500 15,110 (14,610)
Miscellaneous 1,000 1,000 5,371 (4,371)

2,750 2,750 23,867 (21,117)
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CITY OF KLAWOCK
GENERAL FUND
SCHEDULE OF EXPENDITURES - BUDGET AND ACTUAL (CONTINUED)
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

HARBOR DEPARTMENT
Personnel 6,810 6,810 7,165 (355)
Insurance 7,500 7,500 7,932 (432)
Building & equipment repairs 1,000 2,200 2,177 23 
Materials, supplies & freight 1,200 2,200 3,324 (1,124)
Utilities 1,500 3,000 2,987 13 
Equipment fuel 19 (19)

18,010 21,710 23,604 (1,894)

VOCATIONAL ED CENTER
Utilities 1,613 (1,613)

1,613 (1,613)

EDUCATION
Forest receipts passed 

through city to school 263,543 263,543 
Appropriation to school 202,530 80,000 60,857 19,143 

202,530 343,543 324,400 19,143 

Total expenditures 1,492,881$  1,955,449$  2,029,323$  (73,874)$      
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CITY OF KLAWOCK 
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION 
For the Year Ended June 30, 2014 
 
 
Note 1 – Budgetary Basis 
 
The budget for the general fund is adopted on a basis consistent with generally 
accepted accounting principles (GAAP). 
 
Annual budgets are not adopted for governmental funds other than the general fund and 
its components.  Instead, they have program budgets which do not necessarily follow 
the fiscal year of the City or there is no budget adopted. 
 
 



 
 
 
 
 
 
 
 
 
 

COMBINING AND INDIVIDUAL FUND STATEMENTS AND SCHEDULES 
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CITY OF KLAWOCK
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS
June 30, 2014

Nonmajor Total
Capital Nonmajor 
Project Governmental
Funds Funds

ASSETS
Cash
Contribution receivable
Prepaid expense
Interfund receivable 135,488 135,488 
Due from other governments 35,023 35,023 

Total assets 170,511$       170,511$          

LIABILITIES AND FUND BALANCES
Liabilities

Accounts payable 3,770 3,770 
Unearned revenue 131,718 131,718 
Interfund payable 35,023 35,023 

Total liabilities 170,511 170,511 

Fund balances 
Unreserved, undesignated

Total fund balance

Total liabilities and fund 
balances 170,511$       170,511$          
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CITY OF KLAWOCK
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND 
BALANCES - NONMAJOR GOVERNMENTAL FUNDS
For the Year Ended June 30, 2014

Nonmajor Total
Capital Nonmajor 
Project Governmental
Funds Funds

Revenues
Intergovernmental 260,045 260,045 
Other

Total revenues 260,045 260,045 

Expenditures
General government
Health and human services
Culture
Capital outlay 326,541 326,541 

Total expenditures 326,541 326,541 

Excess (deficiency) of revenue
over (under) expenditures (66,496) (66,496)

Other Financing Sources (Uses)
Transfers in 66,496 66,496 
Transfers out

Total other financing sources 66,496 66,496 

Net change in fund balances

Fund balances beginning of year

Fund balances end of year -$                   -$                   



 
 
 
 

NONMAJOR CAPITAL PROJECT FUNDS 
 
Capital project funds are used to account for financial resources provided or set-aside for 
the acquisition or construction of major capital facilities (other than those financed by 
proprietary funds). 
 
 
Harbor Improvements - This fund accounts for state grant funds received for performing 
deferred maintenance on harbor facilities transferred from the State of Alaska to the city. 
 
FEMA EMS - This fund accounts for federal grant funds received for equipment purchases 
for the Klawock Emergency Medical Services. 
 
Harbormaster Building - This fund accounts for state grant funds received for construction 
of a building for the harbormaster’s office and public access to sanitation facilities at the 
harbor. 
 
Volunteer Fire Assistance – This fund accounts for federal grant funds received for 
equipment purchases for the Klawock Volunteer Fire Department. 
 
Public Works Equipment - This fund accounts for state grant funds received for 
equipment purchases for the Klawock public works department. 
 
ANB Hall Renovation - This fund accounts for state grant funds received for renovating the 
local Alaska Native Brotherhood hall. 
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CITY OF KLAWOCK
COMBINING BALANCE SHEET - NONMAJOR CAPITAL PROJECT FUNDS
June 30, 2014

Volunteer Public
Harbor FEMA Harbormaster Fire Works ANB hall

Improvements EMS Building Assistance Equipment Renovation Total

ASSETS
Cash
Contribution receivable
Prepaid expense
Due from other funds 115,499 10,039 9,950 135,488 
Due from other governments 35,023 35,023 

Total assets 115,499$     10,039$       -$                 9,950$         35,023$       170,511$     

LIABILITIES AND 
FUND BALANCES

Liabilities
Accounts payable 3,770 3,770 
Unearned revenue 115,499 6,269 9,950 131,718 
Due to other funds 35,023 35,023 

Total liabilities 115,499 10,039 9,950 35,023 170,511 

Fund balances (deficits)
Unrestricted

Total fund balances

Total liabilities and
fund balances 115,499$     10,039$       -$                 9,950$         -$                 35,023$       170,511$     
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CITY OF KLAWOCK
COMBINING STATEMENTS OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - NONMAJOR CAPITAL PROJECT FUNDS
For the Year Ended June 30, 2014

Volunteer Public
Harbor FEMA Harbormaster Fire Works ANB Hall

Improvements EMS Building Assistance Equipment Renovation Total
Revenues

Intergovernmental 54,759 162,195 7,592 35,499 260,045 
Other

Total revenues 54,759 162,195 7,592 35,499 260,045 

Expenditures
General government
Health and human services
Culture
Capital outlay 57,641 225,469 7,592 35,839 326,541 

Total expenditures 57,641 225,469 7,592 35,839 326,541 

Excess (deficiency) of revenues
over (under) expenditures (2,882) (63,274) (340) (66,496)

Other Financing Sources (uses)
Transfers in 2,882 63,274 340 66,496 
Transfers out

Total other financing sources (uses) 2,882 63,274 340 66,496 

Net change in fund balances

Fund balances beginning of year
 

Fund balances (deficits), to end -$                 -$                 -$                 -$              -$              -$              -$                 



 
 
 
 

GENERAL FUND 
 
Due To the implementation of GASB Statement No. 54 the City has re-classified three of its 
special revenue funds to bring the City into compliance with the new standard.  The 
Holiday, Library and Heritage Funds are all considered to be general fund activity.  The City 
has added this section to present the combining statements of the general fund and the 
individual budgetary fund schedules.  The general fund’s individual budgetary schedule is 
still presented as required supplementary information. 
 
General Fund - This fund is used to account for all resources and activities of the city 
except those required to be accounted for in another fund. 
 
Holiday Fund - This budgetary fund is used to account for monies donated to the City or 
set aside by the City to fund prizes and various activities for major holiday celebrations. 
 
Library Fund - This budgetary fund is used to account for grant funds and other monies 
budgeted by the City to develop, equip and operate a local City library. 
 
Heritage Fund - This budgetary fund is used to account for funds received and funds 
budgeted.by the City to promote and preserve the heritage of Klawock. 
 
 
 



The notes to financial statements are an integral part of this statement 55

CITY OF KLAWOCK
COMBINING BALANCE SHEET - GENERAL FUND
June 30, 2014

General Library Holiday Heritage Total

ASSETS
Cash 1,022,869 11,645 30,663 1,065,177 
Accounts receivable 259,524 20 259,544 
Grants receivable
Sales tax receivable 156,608 156,608 
Advance to other fund
Prepaid expense 220 220 

Total assets 1,439,221$ -$             11,665$   30,663$   1,481,549$ 

LIABILITIES AND 
FUND BALANCES

Liabilities
Accounts payable 68,282 23 6,953 1,533 76,791 
Payroll and payroll taxes payable 11,901 150 358 12,409 
Other payables 69,190 69,190 
Unearned revenue 596,278 596,278 
Annual leave payable 9,963 9,963 
Interfund payable 93,419 93,419 

Total liabilities 849,033 173 6,953 1,891 858,050 

Fund balances (deficits)
Nonspendable - prepaid expenses 220 220 
Assigned to holiday functions 344 344 
Assigned to heritage functions 86,849 86,849 
Unassigned 589,968 (173) 4,368 (58,077) 536,086 

Total fund balances 590,188 (173) 4,712 28,772 623,499 

Total liabilities and
fund balances 1,439,221$ -$             11,665$   30,663$   1,481,549$ 
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CITY OF KLAWOCK
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - GENERAL FUND
For the Year Ended June 30, 2014

General Library Holiday Heritage Total
Revenues

Taxes 675,760 675,760 
Intergovernmental 670,971 333 671,304 
Charges for services 450,790 450,790 
Rentals 153,858 153,858 
Citations 2,022 2,022 
Donations 3,856 42,161 46,017 
Interest 1,114 274 1,388 
Miscellaneous 100 100 

Total revenues 1,954,615 333 3,856 42,435 2,001,239 

Expenditures
General government 435,211 435,211 
Public safety 398,530 398,530 
Health and human services 490,209 490,209 
Public works 313,450 313,450 
Culture 21,998 91,612 113,610 
Lease and rental 23,867 23,867 
Harbor 23,604 23,604 
Educational and youth 344,452 16,274 360,726 
Capital outlay 55,061 55,061 

Total expenditures 2,029,323 16,274 21,998 146,673 2,214,268 

Excess (deficiency) of revenues
over (under) expenditures (74,708) (15,941) (18,142) (104,238) (213,029)

Other Financing Sources (uses)
Transfers in 200,000 15,696 22,510 46,161 284,367 
Transfers out (203,653) (203,653)

Total other financing sources (uses) (3,653) 15,696 22,510 46,161 80,714 

Net change in fund balances (78,361) (245) 4,368 (58,077) (132,315)

Fund balances beginning of year 668,550 72 344 86,849 755,815 
 

Fund balances (deficits), to end 590,189$    (173)$       4,712$     28,772$   623,500$    
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CITY OF KLAWOCK
HOLIDAY FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND 

BALANCE - BUDGET AND ACTUAL
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

Revenues
Donations 4,000 2,356 3,856 1,500 

Total revenues 4,000 2,356 3,856 1,500 

Expenditures
Christmas 3,500 8,000 7,771 229 
4th of July 6,000 7,500 14,227 (6,727)

Total expenditures 9,500 15,500 21,998 (6,498)

Excess (deficiency) of revenues 
over (under) expenditures (5,500) (13,144) (18,142) (4,998)

Other Financing Sources 
Transfers in 22,510 22,510 

Total other financing sources 22,510 22,510 

Net Change in Fund Balance (5,500) (13,144) 4,368 17,512 

Fund balance beginning of year 344 344 

Fund balance end of year (5,500)$     (13,144)$    4,712$       17,856$     
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CITY OF KLAWOCK
LIBRARY FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND 

BALANCE - BUDGET AND ACTUAL
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

Revenues
Private grants
Intergovernmental 333 333 

Total revenues 333 333 

Expenditures
Personnel 12,681 12,681 13,254 (573)
Insurance 265 265 328 (63)
Maintenance 500 500 12 488 
Materials and supplies 1,500 1,500 (9) 1,509 
Utilities 2,500 2,500 2,689 (189)

Total expenditures 17,446 17,446 16,274 1,172

Excess (deficiency) of revenues 
over (under) expenditures (17,446) (17,446) (15,941) 1,505 

Other Financing Sources 
Transfers in 15,696 15,696 

Total other financing sources 15,696 15,696 

Net Change in Fund Balance (17,446) (17,446) (245) 17,201 

Fund balance beginning of year 72 72 

Fund balance end of year (17,446)$    (17,446)$    (173)$         17,273$     
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CITY OF KLAWOCK
HERITAGE FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND 

BALANCE - BUDGET AND ACTUAL
For the Year Ended June 30, 2014

Variance
Original Final Favorable
Budget Budget Actual (Unfavorable)

Revenues
Interest 274 274 
Donations 18,000 17,112 42,161 25,049 

Total revenues 18,000 17,112 42,435 25,323 

Expenditures
Personnel 66,339 115,148 20,606 94,542 
Insurance 556 556 687 (131)
Contractual
Maintenance 2,500 313 55,597 (55,284)
Utilities 2,500 4,027 3,859 168 
Other 65,924 (65,924)

Total expenditures 71,895 120,044 146,673 (26,629)

Excess (deficiency) of revenues 
over (under) expenditures (53,895) (102,932) (104,238) (1,306)

Other Financing Sources (Uses)
Transfers in 81,895 82,389 46,161 (36,228)

Total other financing sources (uses) 81,895 82,389 46,161 (36,228)

Net Change in Fund Balance 28,000 (20,543) (58,077) (37,534)

Fund balance beginning of year 86,849 86,849 

Fund balance end of year 28,000$       (20,543)$      28,772$        49,315$       



 
 
 
 

PROPRIETARY FUND TYPES 
 
Proprietary funds are used to account for operations that are financed and operated in 
a manner similar to private business enterprises - where the intent of the governing 
body is that the costs (expenses, including depreciation) of providing goods or services 
to the general public on a continuing basis be financed or recovered primarily through 
user charges. 
 
Major Enterprise Funds: 
 
Water, Sewer and Refuse – This fund is used to account for the City's operation and 
maintenance of providing solid waste collection and disposal, water and sewer utilities 
to the residents of the City of Klawock. 
 
Liquor Store – This fund is used to account for the City's operation of a liquor store. 
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CITY OF KLAWOCK
WATER, SEWER, REFUSE AND LANDFILL ENTERPRISE FUND
STATEMENT OF NET POSITION
June 30, 2014

ASSETS
Current assets

Cash 9,640 
Time certificate of deposit collateral 225,000 
Accounts receivable, net of allowance for 

doubtful accounts of $486,443 117,805 
Interfund receivable 184,447 
Due from other governments 5,085 
Container deposits 1,407 

Total current assets 543,384 

Capital assets
Construction in progress 1,093,843 
Water and sewer system 13,759,134 
Landfill improvements 946,588 
Equipment 242,332 

16,041,897 
Allowance for depreciation (5,315,746)

Total capital assets 10,726,151 

Total assets 11,269,535$       
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CITY OF KLAWOCK
WATER, SEWER, REFUSE AND LANDFILL ENTERPRISE FUND
STATEMENT OF NET POSITION (CONTINUED)
June 30, 2014

LIABILITIES 
Current liabilities

Accounts payable 366,956 
Accrued payroll and payroll taxes 4,955 
Accrued leave 7,599 
Accrued interest 556 
Current portion of long-term liabilities 25,791 

Total current liabilities 405,857 

Long-term liabilities
DEC loans 122,555 
Landfill closure and postclosure liability 867,845 

Total long-term liabilities 990,400 

Total liabilities 1,396,257 

NET POSITION
Invested in capital assets, net of related debt 10,577,805 
Restricted for loan guarantee 225,000 
Unrestricted (929,527)

Total net position 9,873,278 

Total liabilities and net position 11,269,535$       
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CITY OF KLAWOCK
WATER, SEWER, REFUSE AND LANDFILL ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION 
For the Year Ended June 30, 2014

Operating Revenues
Charges for services

Water 141,554 
Refuse collection 171,770 
Sewer 149,252 
Landfill 265,608 

Total revenues 728,184 

Operating Expenses
Water

Payroll and payroll taxes 77,150 
Retirement 23,290 
Worker's comp insurance 4,820 
Medical insurance 14,158 
Travel & training
Liability insurance 1,470 
Materials and supplies 45,687 
Utilities 6,540 
Repairs and maintenance 709 
Contractual services 2,447 
Equipment related
Property insurance 1,615 
Depreciation 191,777 
Bad debts (15,029)
Other 4,100 

358,734 
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CITY OF KLAWOCK
WATER, SEWER, REFUSE AND LANDFILL ENTERPRISE FUND
STATEMENT OF REVENUES EXPENSES AND CHANGES IN FUND

NET POSITION (CONTINUED)
For the Year Ended June 30, 2014

Operating Expenses (Continued)
Sewer

Payroll and payroll taxes 62,321 
Retirement 20,643 
Worker's comp insurance 3,421 
Medical insurance 13,953 
Materials and supplies 3,194 
Liability insurance 665 
Repairs and maintenance 14,794 
Contractual services 3,309 
Utilities 19,914 
Equipment related 2,758 
Property insurance 1,739 
Depreciation 159,142 
Other 1,318 

307,171 

Refuse collection
Payroll and payroll taxes 48,454 
Retirement 13,489 
Worker's comp insurance 5,332 
Medical insurance 8,066 
Liability insurance 1,250 
Equipment related 10,698 
Depreciation 1,825 
Other 7,216 

96,330 
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CITY OF KLAWOCK
WATER, SEWER, REFUSE AND LANDFILL ENTERPRISE FUND
STATEMENT OF REVENUES EXPENSES AND CHANGES IN FUND

NET POSITION (CONTINUED)
For the Year Ended June 30, 2014

Operating Expenses (Continued)
Dumpsite

Payroll and payroll taxes 46,608 
Retirement 15,252 
Worker's comp insurance 5,142 
Medical insurance 10,168 
Travel & training
Contractual services 6,311 
Liability insurance 2,986 
Equipment related 8,012 
Materials and supplies 4,014 
Transhipped solid waste disposal 250,425 
Depreciation 25,197 
Other 8,222 

382,337 

Total expenses 1,144,572 

Operating income (loss) (416,388)

Non Operating Revenues (Expenses)
Operating grants from other governments 28,923 
Interest income 114 
Gain (loss) on disposal of capital assets
Interest expense (2,416)

Total non-operating income (expenses) 26,621

(Loss) before Capital contributions and transfers (389,767)

Capital grants 6,100 
Transfer in 35,000 

Change in Net Position (348,667)

Net Position Beginning of Year 10,221,945 

Net Position End of Year 9,873,278$         
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CITY OF KLAWOCK
STATEMENT OF CASH FLOWS - WATER, SEWER, REFUSE AND LANDFILL ENTERPRISE FUND
For the Year Ended June 30, 2014

Cash Flows From Operating Activities
Cash received from customers 748,574 
Cash payments to employees for services (375,414)
Cash payments to suppliers for goods and services (340,752)

Net cash used for operating activities 32,408 

Cash Flows From Capital and Related Financing Activities
Capital grant received from other governments 34,053 
Interest paid (2,512)
Purchase of capital assets (49,755)
Principal payments on debt (25,409)

Net cash used for capital and related financing activities (43,623)

Cash Flows From Noncapital Financing Activities
Operating grants 28,923 
Transfers from other funds 35,000 
Repayment of advance from other fund
Increase (decrease) in interfund payables (45,654)

Net cash provided by noncapital financing activities 18,269 

Cash Flows From Investing Activities
Interest received 114 

Net cash provided by investing activities 114 

Net decrease in cash and cash equivalents 7,168 

Beginning cash and cash equivalents 2,472 

Ending cash and cash equivalents 9,640$               

Operating income (loss) (416,388)

Adjustments to reconcile operating income (loss) to net cash
provided by operating activities

Depreciation 377,941 
Decrease (increase) in accounts receivable 20,390 
Increase(decrease) in accounts payable 53,612 
Increase(decrease) in accrued expenses 66 
Increase(decrease) in accrued leave (3,213)

Total adjustments 448,796 

Net cash used for operating activities 32,408$             

NONCASH OPERATING, CAPITAL, AND FINANCING ACTIVITIES

Discarded assets net of accumulated depreciation of $9,000 $                0 
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CITY OF KLAWOCK
LIQUOR STORE ENTERPRISE FUND
STATEMENT OF NET POSITION
June 30, 2014

ASSETS
Current assets

Cash 261,504 
Accounts receivable nsf checks 11,435 
Prepaid expense 4,555 
Inventory 242,310 

Total current assets 519,804 

Capital assets
Leasehold improvements 36,181 
Equipment 45,042 

81,223 
Allowance for depreciation (81,223)

Total capital assets

Total assets 519,804$         

LIABILITIES 
Current liabilities

Accounts payable 6,991 
Accrued payroll and payroll taxes 2,896 
Accrued leave 3,784 
Sales taxes payable 17,540 
Interfund payable 136,524 

Total liabilities 167,735 

NET POSITION
Invested in capital assets
Unrestricted 352,069 

Total net position 352,069 

Total liabilities and net position 519,804$         
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CITY OF KLAWOCK
LIQUOR STORE ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
For the Year Ended June 30, 2014

Operating Revenues
Liquor store sales 2,051,174 

Total revenues 2,051,174 

Operating Expenses
Liquor store and gaming

Cost of goods sold 1,538,158 
Payroll and payroll taxes 153,764 
Workers comp insurance 4,725 
Retirement 41,871 
Medical insurance 38,426 
Liability insurance 8,442 
Materials and supplies 5,738 
Utilities 18,468 
Equipment related 19 
Rent 27,905 
Other 21,465 

Total operating expenses 1,858,981 

Operating income 192,193

Non Operating Revenues (Expenses)
Operating grants 16,666 
Donations to outside entities (22,395)
Interest income 131 

Income before capital contributions and transfers 186,595 

Transfers out to other funds (200,000)

Change in Net Position (13,405)

Net Position Beginning of Year 365,474 

Net Position End of Year 352,069$         
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CITY OF KLAWOCK
STATEMENT OF CASH FLOWS - LIQUOR STORE ENTERPRISE FUND
For the Year Ended June 30, 2014

Cash Flows From Operating Activities
Cash received from customers 2,050,969 
Cash payments to employees for services (237,315)
Cash payments to suppliers for goods and services (1,615,677)

Net cash provided by operating activities 197,977 

Cash Flows From Noncapital Financing Activities
Operating grants 16,666 
(Increase) decrease in interfund receivable (189,167)
Donations to outside entities (22,395)
Transfers to other funds (200,000)

Net cash used for noncapital financing activities (394,896)

Cash Flows From Investing Activities
Interest received 131 

Net cash provided by investing activities 131 

Net increase in cash and cash equivalents (196,788)

Beginning cash and cash equivalents 458,292 

Ending cash and cash equivalents 261,504$         

Operating income (loss) 192,193 

Adjustments to reconcile operating income (loss) to net cash
provided by operating activities

Depreciation
Decrease (increase) in accounts receivable (205)
Decrease (increase) in inventory 5,342 
Decrease (increase) in prepaid expense (301)
Increase(decrease) in accounts payable 2,392 
Increase(decrease) in sales taxes payable (2,915)
Increase(decrease) in accrued expenses 301 
Increase(decrease) in accrued leave 1,170 

Total adjustments 5,784 

Net cash provided by operating activities 197,977$         

NONCASH OPERATING, CAPITAL, AND FINANCING ACTIVITIES

Discarded assets net of accumulated depreciation of $6,646 $                0 



 
 
 
 
 

AGENCY FUND TYPE 
 
 
Agency funds are used to account for the funds the city receives and disburses as an 
agent for other organizations that do not meet the criteria to be a component unit of the 
City.  
 
Klawock Heenya Dance Group Agency Fund – This fund is used to account for funds 
the City holds and administers as an agent for the Klawock Heenya Dance Group, a 
native dance organization.  
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CITY OF KLAWOCK
KLAWOCK HEENYA DANCE GROUP AGENCY FUND
SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES

June 30, 2014

Balance Balance
July 1, 2013 Increases Decreases June 30, 2014

Assets
 Cash 10,205         14,770         5,010           19,965

Total Assets $10,205 $14,770 $5,010 $19,965

Liabilities
Accounts payable -                   
Due to K-H Dance Group $10,205 $14,770 $5,010 19,965

Total Liabilities $10,205 $14,770 $5,010 $19,965
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Report on Internal Control Over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed 

in Accordance With Government Auditing Standards 
 

Independent Auditors’ Report 
 
To the Honorable Mayor and  
 Members of the City Council 
City of Klawock 
Klawock, Alaska 
 
We have audited the financial statements of the governmental activities, the business-type 
activities, the discretely presented component unit, each major fund, and the aggregate 
remaining fund information of the City of Klawock, Alaska (“the City”) as of and for the year 
ended June 30, 2014, and the related notes to the financial statements, which collectively 
comprise the City’s basic financial statements, and have issued our report thereon dated August 
3, 2015.  Our report was adverse as to the governmental activities because we were unable to 
audit the governmental capital assets of the City.  Except as discussed in the preceding 
sentence, 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.  Our 
report includes a reference to other auditors who audited the financial statements of the 
Klawock City School District, as described in our report on the City’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.   
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the City’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 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 described in the 
accompanying schedule of findings and questioned costs, we identified certain deficiencies in 
internal control that we consider to be material weaknesses and 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 
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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 deficiencies described in the 
accompanying schedule of findings and questioned costs as items 2014-01 and 2014-02 to be 
material weaknesses.  Both are repeat comments from the fiscal year ended June 30, 2013.   
 
A significant deficiency is a deficiency, or a 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 deficiencies described in the accompanying schedule of 
findings and questioned costs as items 2014-03 and 2014-04 to be significant deficiencies.  
Both are repeat comments from the fiscal year ended June 30, 2013.   
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the City’s financial statements are 
free from 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 an instance 
of noncompliance or other matters that is required to be reported under Government Auditing 
Standards and which is described in the accompanying schedule of findings and questioned 
costs as item 2014-01.    
 
We noted certain matters that we reported to management of the City of Klawock in a separate 
letter dated August 3, 2015. 
 
City’s Response to Findings 
 
The City’s response to the findings identified in our audit are described in the accompanying 
schedule of findings and questioned costs.  The City’s response was not subjected to the 
auditing procedures applied in the audit of the financial statements and, accordingly, we express 
no opinion on it. 
 
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 City’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 City’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 
 
 
 
Ketchikan, Alaska 
August 3, 2015 
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CITY OF KLAWOCK
SCHEDULE OF STATE FINANCIAL ASSISTANCE
Year Ended June 30, 2014

Grant/ (Def Revenue) Activity during the year (Def Revenue)
Program Award Grant Rec ended June 30, 2014 Grant Rec

Major Number amount at 7/1/13 Receipts Expenditures at 6/30/14
DIRECT STATE PROGRAMS

ALASKA DEPARTMENT OF ADMINISTRATION
PERS Contribution Yes HB310/SB125 102,964 102,964 102,964

Total Direct Department of Administration 102,964 0 102,964 102,964 0

DEPARTMENT OF COMMERCE, COMMUNITY AND ECONOMIC DEVELOPMENT
Harbor Improvements No 68671 896,000           (115,499)          (115,499)          
Shared Fisheries Business Tax No n/a 6,828                                         6,828                6,828                                         
State Revenue Sharing Yes n/a 134,167           134,167           134,167           
Alaska Native Brotherhood Hall Renovation No 09-DC-094 60,000             277                   753                   35,499             35,023             
Library Renovation No 09-DC-095 25,000             24,618             24,618                                      
Prince of Wales Vocational Education Center Yes 11-DC-617 3,200,000        159,389           2,350,518        2,187,168        (3,961)              
Prince of Wales Voc. Tech. Ed. Center Equip., Tools & Sup. Yes 13-DC-433 900,000           153,432           578,516           425,084           
Purchase of Public Works Equipment No 14-RR-060 54,543             7,592                7,592                
Community Projects and Improvements No 11-RR-004 150,000                                    
Water & Sewer Upgrade Yes 12-DC-386 1,276,000        27,953             34,053             6,100                                         
Harbormaster Building No 13-DC-195 147,233           1,938                94,133             92,195                                      
Public Safety Building - Phase II No 13-DC-473 1,441,022        2,320                282,461           773,620           493,479           

Total Direct Department of Commerce, Community and Economic Development 8,290,793        100,996           3,088,555        3,821,685        834,126           

ALASKA DEPARTMENT OF FISH AND GAME
Harbor Restroom No Coop 09-028 17,500             17,500             17,500             

Total Direct Department of Fish and Game 17,500 0 17,500 17,500 0

TOTAL DIRECT STATE FINANCIAL ASSISTANCE 8,411,257        100,996           3,209,019        3,942,149        834,126           

TOTAL STATE FINANCIAL ASSISTANCE 8,411,257$      100,996$         3,209,019$      3,942,149$      834,126$         

NOTES TO THE SCHEDULE OF STATE FINANCIAL ASSISTANCE
FOR THE YEAR ENDED June 30, 2014

Note 1.  Basis of Presentation

The accompanying Schedule of State Financial Assistance includes the state grant activity of the City of Klawock, Alaska and is presented on the basis of generally 
accepted accounting principles (GAAP) as applied to governmental units.  The information in this schedule is presented in accordance with the requirements of the
State of Alaska Audit Guide and Compliance Supplement for State Single Audits.   Therefore, some amounts presented in this schedule may differ from amounts 
presented in, or used in the preparation of the basic financial statements.
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Independent Auditor’s Report on Compliance For Each Major State  Program; 
Report on Internal Control Over Compliance and Report on the Schedule of State 

Financial Assistance Required by the State of Alaska Audit Guide and 
Compliance Supplement for State Single Audits 

 
 

To the Honorable Mayor and  
Members of the City Council  

City of Klawock 
Klawock, Alaska 
 
 
Report on Compliance for Each Major State Program 
 
We have audited the City of Klawock (“City”), Alaska’s compliance with the types of 
compliance requirements described in the State of Alaska Audit Guide and Compliance 
Supplement for State Single Audits that could have a direct and material effect on each 
of the City’s major state programs for the year ended June 30, 2014.  The City’s major 
state programs are identified in the accompanying schedule of state financial 
assistance.   
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, 
contracts, and grants applicable to its state programs.  
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the City’s major 
state programs based on our audit of the types of compliance requirements referred to 
above.  We conducted our audit of compliance in accordance with auditing standards 
generally accepted in the United States of America; the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United States; and the State of Alaska Audit Guide and Compliance Supplement 
for State Single Audits.  Those standards and the State of Alaska Audit Guide and 
Compliance Supplement for State Single Audits require that we plan and perform the 
audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect 
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on a major state program occurred. An audit includes examining, on a test basis, 
evidence about the City’s compliance with those requirements and performing such 
other procedures as we considered necessary in the circumstances.   
 
We believe that our audit provides a reasonable basis for our opinion on compliance for 
each major state program.  However, our audit does not provide a legal determination of 
the City’s compliance. 
 
Opinion on Each Major State Program 
 
In our opinion, the City complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of 
its major state programs for the year ended June 30, 2014.   
 
Report on Internal Control over Compliance 
 
Management of the City is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above.  
In planning and performing our audit of compliance, we considered the City’s internal 
control over compliance with the types of requirements that could have a direct and 
material effect on each major state program to determine the auditing procedures that 
are appropriate in the circumstances for the purpose of expressing an opinion on 
compliance for each major state program and to test and report on internal control over 
compliance in accordance with the State of Alaska Audit Guide and Compliance 
Supplement for State Single Audits, but not for the purpose of expressing an opinion on 
the effectiveness of internal control over compliance.  Accordingly, we do not express 
an opinion on the effectiveness of the City’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a 
control over compliance does not allow management or employees, in the normal 
course of performing their assigned functions, to prevent, or detect and correct, 
noncompliance with a type of compliance requirement of a state program on a timely 
basis.  A material weakness in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance 
requirement of a state program will not be prevented, or detected and corrected, on a 
timely basis.  A significant deficiency in internal control over compliance is a deficiency, 
or combination of deficiencies, in internal control over compliance with a type of 
compliance requirement of a state program that is less severe than a material weakness 
in internal control over compliance, yet important enough to merit attention by those 
charged with governance.   
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Our consideration of internal control over compliance 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 compliance that might be material weaknesses or 
significant deficiencies.  We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses.  However, material 
weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the 
scope of our testing of internal control over compliance and the results of that testing 
based on the requirements of the State of Alaska Audit Guide and Compliance 
Supplement for State Single Audits.  Accordingly, this report is not suitable for any other 
purpose.  
 
 
 
 
Ketchikan, Alaska 
August 3, 2015 
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City of Klawock, Alaska 
State Schedule of Findings and Questioned Costs 

for the year ended June 30, 2014 
 
A. Summary of Audit Results 
 
Financial Statements 
 
Type of auditors’ report issued:  Adverse as to governmental activities 

and unqualified remainder 
       
Internal control over financial reporting:       

Is a significant deficiency disclosed?  X Yes   No 
Is any significant deficiency reported as a 

Material Weakness? 
  

X 
 

Yes 
   

No 
       
Is a material noncompliance disclosed?  X Yes   No 
       
Major Programs       
       
Internal control over major programs:       

Is a significant deficiency disclosed for any 
major program?                                                                                                                                                                                                               

  
 

 
Yes 

  
X 

 
No 

Is any significant deficiency reported for any 
major program as a material weakness?                                                                                                                                                                                                               

  
 

 
Yes 

  
X 

 
No 

       
Type of auditors’ report issued on compliance 

for major program: 
  

Unqualified 
       
Identification of major programs:       

Grant/Program Number(s)  Name of State Program  
HB310/SB125 
 
11-DC-617 
13-DC-433 
 
13-DC-195 
13-DC-473 

 PERS Contribution 
State Revenue Sharing 
Prince of Wales Voc. Ed. Center 
Prince of Wales Voc. Tec.Ed. Center 
  Equip., Tools & Supplies 
Harbormaster Building 
Public Safety Building – Phase II 

       
Dollar threshold used to distinguish state major  

programs: 
  

$75,000 
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B. Findings - Financial Statement Audit 
 
The following findings; 2014-001, 2014-02, 2014-03, and 2014-04 were from the prior year 
state single audit reports as findings 2013-001, 2013-02, 2013-03, and 2013-04, respectively, 
and are repeated because they have not been fully corrected. 
 
 
Control Deficiencies 
 
2014-001 - Governmental Capital Assets 
 
 Condition: A historical valuation of the cost of significant governmental capital 

assets is not kept and depreciation calculations have not been made.  
 

 Criteria: Accounting records itemizing the assets and the cost of governmental 
capital assets should be maintained by the accounting department, 
including establishing appropriate lives and recording depreciation 
thereon.  

 
 Effect: Because of the failure to document the cost and purchase date of 

governmental capital assets belonging to the City, the governmental 
capital assets cannot be audited and accurate depreciation cannot be 
calculated and the audit opinion is significantly affected. 

 
 Recommendation: A physical inventory of the governmental capital assets should be taken 

and reconciled to the general ledger and detailed property records 
should be set up and maintained on a current basis to ensure control 
over the governmental capital assets of the City and the School District.  
The assets should be valued at historical cost.  In those instances 
where historical cost can not be determined, the assets should be 
valued at estimated historical cost based on the best information 
obtainable.  The city should establish appropriate lives and record 
depreciation thereon. 

 
 Response: The City concurs with this recommendation.  However, funding and 

resources are limited for this procedure, as an appraisal will need to be 
taken for some items.  The City will work to get this accomplished.  

 
 
2014-02 - General Ledger Balances 
  

Condition: The year end bank account reconciliations for two of the bank accounts 
had not been made as of the beginning of fieldwork or did not agree to 
the general ledger.  Some subsidiary ledgers were not being reconciled 
to the general ledger. 
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 Criteria: All cash accounts, as well as subsidiary ledgers, should reconcile to the 

general ledger.  
 
 Effect: General ledger account balances were incorrect, so financial reports 

used by decision-makers could be incorrect and could lead to 
inappropriate financial decisions. 

 
 Recommendation: Once the beginning balances are adjusted to agree with the final 

audited balances and the due to/from and transfer accounts are 
balanced, all the general ledger balances should be kept current and 
subjected to monthly review for any potential errors or problems.  
Differences should be promptly investigated and resolved. 

 
 Response: The City concurs with this recommendation and subsequent to year end 

has caught up on bank reconciliations.  The City will work to get other 
reconciliations timely accomplished.  

 
 
2014-03 - Grants 
  

Condition: Several grants in the general fund and  funds established for individual 
grants needed adjustment for amounts misposted or not allocated on 
the general ledger the same way they were reported for the grants. 

 
 Criteria: Grant reports are in agreement with the general ledger and are timely 

prepared and filed with grantors.  
 
 Effect: The general ledger does not accurately show the assets, liabilities, 

revenues and expenses of the grant funds and thus becomes unreliable 
as a control over the grants.  Tardy grant reports do not allow grantors 
to effectively monitor their grants. 

 
Recommendation: Regardless of who prepares the grant reports, prior to the report being 

mailed, the City Accountant needs to compare the grant reports with 
the general ledger to ensure that they are in agreement each time a 
grant report is prepared.  This will help ensure that expenditures 
claimed for reimbursement are charged to the proper grant in the 
general ledger and that qualified grant expenditures are not overlooked 
when requesting reimbursement through the grant reports.  Any final 
receivables from or payables to granting agencies should be recorded 
in the general ledger to properly show the revenues to which the City 
was actually entitled under the grant.  Grant reports should be prepared 
on the time schedule stated in grant award documents. 
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 Response: The City concurs with this recommendation.  The City will work to get 
this accomplished.  

2014-04 - Loan Covenants 
  

Condition: The Alaska Department of Community and Regional Affairs, Division of 
Energy loan requires that the annual financial statements be furnished 
to the Division of Energy within 6 months after the end of each fiscal 
year.  The City is late in delivery of its FY 2014 financial statements.  In 
addition, loan covenants for both Department of Environmental 
Conservation loans prohibit free service or use of the facilities 
constructed with the loan funds.  Seniors who meet certain criteria are 
being given senior exemption status and, along with the ANB, do not 
have to pay for utility services.  Consequently, the City is out of 
compliance with those loan covenants.  Loan covenants for some loans 
also require establishment and systematic funding of Bond Redemption 
or reserve account sinking funds.  That has not been done.  The USDA 
bond requires all gross rents from non-City tenants in the Public Safety 
Building to be put in a separate bond redemption fund.  That is not 
being done. 

 
 Criteria: All loan covenants should be carefully reviewed and implemented.  
 
 Effect: The City is out of compliance with loan covenants.  This could cause 

difficulty in obtaining future loans. 
 

Recommendation: The senior exemption should not be allowed for water and sewer 
billings unless a waiver is obtained from the lender to permit such 
exemption.  There should be ongoing review of the City’s debt 
covenants and the status of the City’s compliance with the covenants 
so that the City can take timely action to prevent and/or cure default, 
including working out solutions in advance with lenders, as needed.  
Reserve or redemption sinking funds should be established and funded 
as required by loan and bond covenants. 

 
 Response: The City concurs with this recommendation and has been working to 

get this accomplished. Bond redemption fund accounts were 
established with a bank in fiscal year 2015. 

 
 
Material Weaknesses 
 
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.  Of the 
deficiencies described above, we consider items 2014-01 and 2014-02 to be material 
weaknesses. 
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We consider item 2014-1 to also be a material non-compliance. 
 
Significant Deficiencies 
 
A significant deficiency is a deficiency, or a 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 items 2014-03 and 2014-04 to be significant deficiencies. 
 
C.  Findings and Questioned Costs - Major Award Programs Audit 
 
No matters were reported 
 
Prior Audit Findings 
 
As noted above, all of the state-related findings were repeated from the prior year State Single 
Audit.  Considerable progress was made on several of the findings, but we noted that much 
improvement is still needed, so these comments were repeated.  
 
 
Finding:  2013-1 Governmental Capital Assets 
 

This finding is still unresolved.  It is repeated as finding 2014-1 for 
the year ended June 30, 2014 

 
Finding:  2013-02 - General Ledger Balances 
 

This finding is still unresolved.  It is repeated as finding 2014-2 for 
the year ended June 30, 2014 

 
Finding:  2013-03 - Grants 
 

This finding is still unresolved.  It is repeated as finding 2014-3 for 
the year ended June 30, 2014 

 
Finding:  2013-04 - Loan Covenants 
 

This finding is still unresolved.  It is repeated as finding 2014-4 for 
the year ended June 30, 2014 
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CITY OF KLAWOCK
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2014

Grant/ (Def Revenue) Activity during the year (Def Revenue)
CFDA Program Award Grant Rec ended June 30, 2014 Grant Rec

Number Number amount at 7/1/13 Receipts Expenditures at 6/30/14

DIRECT FEDERAL PROGRAMS

U.S. DEPARTMENT OF HOMELAND SECURITY - FEMA
Assistance to Firefighters Grant Program 97.044 80,664 61,028 54,759 (6,269)

Total Direct U.S. Department of Homeland Security - FEMA 80,664                                   61,028            54,759            (6,269)             

TOTAL DIRECT FEDERAL FINANCIAL ASSISTANCE 80,664                                   61,028            54,759            (6,269)             

PASS THROUGH FUNDS

U.S. DEPARTMENT OF AGRICULTURE
PASSED THROUGH STATE OF ALASKA, DEPARTMENT OF COMMERCE, COMMUNITY AND ECONOMIC DEVELOPMENT

National Forest Receipts - School Support 10.665 850450 263,543          263,543          263,543          
National Forest Receipts - Roads - 2014 10.665 850450 26,239            26,239            (26,239)
National Forest Receipts - Roads - 2013 10.665 850450 36,128            (36,128)           (36,128)
National Forest Receipts - Roads - 2012 10.665 850450 41,858            (41,858)           (41,858)
National Forest Receipts - Title III - 2012 10.665 850450 25,000            (25,000)           (25,000)
National Forest Receipts - Roads - 2011 10.665 850450 42,716            (42,716)           (42,716)
National Forest Receipts - Roads - 2010 10.665 850450 49,107            (49,107)           (49,107)
National Forest Receipts - Roads - 2009 10.665 850450 55,451            (55,451) (55,451)
National Forest Receipts - Roads - 2008 10.665 850450 33,846            (33,846) (33,846)
National Forest Receipts - Title III - 2008 10.665 850450 51,203            (51,203) (51,203)
National Forest Receipts - Roads - 2007 10.665 850450 31,945            (31,945) (31,945)
National Forest Receipts - Title III - 2007 10.665 850450 46,671            (46,671) (46,671)
National Forest Receipts - Roads - 2006 10.665 850450 31,521            (31,521) (31,521)
National Forest Receipts - Title III - 2006 10.665 850450 51,825            (40,665) (40,665)
National Forest Receipts - Roads - 2005 10.665 850450 31,359            (31,359) (31,359)
National Forest Receipts - Roads - 2004 10.665 850450 33,165            (33,165) (33,165)
National Forest Receipts - Roads - 2003 10.665 850450 31,331            (31,331) 11,927            (19,404)
National Forest Receipts - Roads - 2002 10.665 850450 32,433            (32,433) 32,433            

PASSED THROUGH STATE OF ALASKA, DEPARTMENT OF NATURAL RESOURCES, DIVISION OF FORESTRY
2014 Volunteer Fire Assistance 10.664 11DG11100164003 9,950              9,950              (9,950)

Total Indirect U.S. Department of Agriculture 925,291          (614,399)         299,732          307,903          (606,228)         
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CITY OF KLAWOCK
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2014

Grant/ (Def Revenue) Activity during the year (Def Revenue)
CFDA Program Award Grant Rec ended June 30, 2014 Grant Rec

Number Number amount at 7/1/13 Receipts Expenditures at 6/30/14
U.S. DEPARTMENT OF INTERIOR - BUREAU OF LAND MANAGEMENT
PASSED THROUGH STATE OF ALASKA, DEPARTMENT OF COMMERCE,COMMUNITY AND ECONOMIC DEVELOPMENT

Federal Payment in Lieu of Tax (PILT) 15.226 840483 165,030          165,030          165,030          

Total Indirect U.S. Department of Interior 165,030                                 165,030          165,030                                 

U.S. FISH AND WILDLIFE SERVICE
PASSED THROUGH STATE OF ALASKA, DEPARTMENT OF FISH AND GAME

Harbor Restroom 15.605 Coop 09-028 52,500            52,500            52,500            

Total Indirect U.S. Fish and Wildlife Service 52,500                                   52,500            52,500                                   

TOTAL FEDERAL FINANCIAL ASSISTANCE PASSED 
     THROUGH THE STATE OF ALASKA 1,142,821       (614,399)         517,262          525,433          (606,228)         

TOTAL FEDERAL FINANCIAL ASSISTANCE 1,223,485$     (614,399)$       578,290$        580,192$        (612,497)$       

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED June 30, 2014

Note 1.  Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the City of Klawock, Alaska and is presented on the basis of 
generally accepted accounting principles (GAAP) as applied to government units.  The information in this schedule is presented in accordance with the requirements
of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations .  Therefore, some amounts presented in this schedule may differ from
amounts presented in, or used in the preparation of the basic financial statements.

Note 2  Loans outstanding
The City of Klawock had the following loans outstanding at 6/30/2014.  No new Loans were made during the year ended 6/30/2014.

Program title Amount outstanding CFDA

Public Safety Building $234,158 10.766
Rural Utility Service loan $682,979 10.760
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Report on Compliance for Each Major Federal Program and Report on 
Internal Control Over Compliance Required by OMB Circular A-133 

 
Independent Auditor’s Report 

 
 
Honorable Mayor and  
  Members of the City Council 
City of Klawock 
Klawock, Alaska 
 
Report on Compliance for Each Major Federal Program 
 
We have audited the City of Klawock, Alaska’s (“the City”) compliance with the types of 
compliance requirements described in the OMB Circular A-133 Compliance Supplement that 
could have a direct and material effect on each of the City’s major federal programs for the year 
ended June 30, 2014.  The City’s major federal program is identified in the summary of auditor’s 
results section of the accompanying schedule of findings and questioned costs.   
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of laws, regulations, 
contracts, and grants applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of the City’s major federal 
programs based on our audit of the types of compliance requirements referred to above.  We 
conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about the City’s compliance 
with those requirements and performing such other procedures as we considered necessary in 
the circumstances.   
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each 
major federal program.  However, our audit does not provide a legal determination of the City’s 
compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, the City complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on its major federal 
program for the year ended June 30, 2014.   
 
Report on Internal Control Over Compliance 
 
Management of the City is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above.  In planning and 
performing our audit of compliance, we considered the City’s internal control over compliance 
with the types of requirements that could have a direct and material effect on each major federal 
program to determine the auditing procedures that are appropriate in the circumstances for the 
purpose of expressing an opinion on compliance for each major federal program and to test and 
report on internal control over compliance in accordance with OMB Circular A-133, but not for 
the purpose of expressing an opinion on the effectiveness of internal control over compliance.  
Accordingly, we do not express an opinion on the effectiveness of the City’s internal control over 
compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type 
of compliance requirement of a federal program will not be prevented, or detected and 
corrected, on a timely basis. A significant deficiency in internal control over compliance is a 
deficiency, or a combination of deficiencies, in internal control over compliance with a type of 
compliance requirement of a federal program that is less severe than a material weakness in 
internal control over compliance, yet important enough to merit attention by those charged with 
governance. 
 
Our consideration of internal control over compliance 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 compliance that might be material weaknesses or significant deficiencies.  We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses.  However, material weaknesses may exist that have not been identified.  
 
The purpose of this report on internal control over compliance is solely to describe the scope of 
our testing of internal control over compliance and the results of that testing based on the 
requirements of OMB Circular A-133.  Accordingly, this report is not suitable for any other 
purpose. 
 
 
 
Ketchikan, Alaska  
August 3, 2015 
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City of Klawock, Alaska 

Federal Schedule of Findings and Questioned Costs 
Year Ended June 30, 2014 

 
 
Section I - Summary of Auditors’ Results 
 
Financial Statements 
 
Type of auditors’ report issued:  Adverse as to governmental activities 

and unqualified remainder 
       
Internal control over financial reporting:       

Is a significant deficiency disclosed?  X Yes   No 
Is any significant deficiency reported as a 

Material Weakness? 
  

X 
 

Yes 
   

No 
       
Is a material noncompliance disclosed?  X Yes   No 
       
Federal Awards       
       
Internal control over major programs:       

Is a significant deficiency disclosed for any 
major program?                                                                                                                                                                                                               

   
Yes 

  
X 

 
No 

Is any significant deficiency reported for any 
major program as a material weakness?                                                                                                                                                                                                               

   
Yes 

  
X 

 
No 

       
Type of auditors’ report issued on compliance 

for major program: 
  

Unqualified 
       
Any audit findings disclosed that are required to 
be reported in accordance with Circular A-133, 
Section .510(a) (3) or (4)? 

   
 

Yes 

  
 

X 

 
 

No 
       
Identification of major programs:       

CFDA Number(s)  Name of Federal Program or Cluster 
10.665  National Forest Receipts 

       
Dollar threshold used to distinguish between 

Type A and Type B programs: 
  

$300,000 
    

       
Auditee qualified as low-risk auditee?   Yes  X No 
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Section II - Financial Statement Findings 
 
The following findings; 2014-01, 2014-02, 2014-03, and 2014-4 were from the prior year state 
Schedule of Findings and Questioned Costs and are repeated because they have not been fully 
corrected.   
 
 
Control Deficiencies 
 
2014-01 - Governmental Capital Assets 
  
 Condition: A historical valuation of the cost of significant governmental capital 

assets is not kept and depreciation calculations have not been made.  
 

 Criteria: Accounting records itemizing the assets and the cost of governmental 
capital assets should be maintained by the accounting department, 
including establishing appropriate lives and recording depreciation 
thereon.  

 
 Effect: Because of the failure to document the cost and purchase date of 

governmental capital assets belonging to the City, the governmental 
capital assets cannot be audited and accurate depreciation cannot be 
calculated and the audit opinion is significantly affected. 

 
 Recommendation: A physical inventory of the governmental capital assets should be taken 

and reconciled to the general ledger and detailed property records 
should be set up and maintained on a current basis to ensure control 
over the governmental capital assets of the City and the School District.  
The assets should be valued at historical cost.  In those instances 
where historical cost can not be determined, the assets should be 
valued at estimated historical cost based on the best information 
obtainable.  The city should establish appropriate lives and record 
depreciation thereon. 

 
 Response: The City concurs with this recommendation.  However, funding and 

resources are limited for this procedure, as an appraisal will need to be 
taken for some items.  The City will work to get this accomplished.  

 
 
2014-02 - General Ledger Balances 
  

Condition: The year end bank account reconciliations for two of the bank accounts 
had not been made as of the beginning of fieldwork or did not agree to 
the general ledger.  Some subsidiary ledgers were not being reconciled 
to the general ledger. 
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 Criteria: All cash accounts, as well as subsidiary ledgers, should reconcile to the 
general ledger.  

 
 Effect: General ledger account balances were incorrect, so financial reports 

used by decision-makers could be incorrect and could lead to 
inappropriate financial decisions. 

 
 Recommendation: Once the beginning balances are adjusted to agree with the final 

audited balances and the due to/from and transfer accounts are 
balanced, all the general ledger balances should be kept current and 
subjected to monthly review for any potential errors or problems.  
Differences should be promptly investigated and resolved. 

 
 Response: The City concurs with this recommendation and subsequent to year end 

has caught up on bank reconciliations.  The City will work to get other 
reconciliations timely accomplished.  

 
 
2014-03 - Grants 
  

Condition: Several grants in the general fund and funds established for individual 
grants needed adjustment for amounts misposted or not allocated on 
the general ledger the same way they were reported for the grants.  
Grant reports were prepared and filed late. 

 
 Criteria: Grant reports are in agreement with the general ledger and are timely 

prepared and filed with grantors.  
 
 Effect: The general ledger does not accurately show the assets, liabilities, 

revenues and expenses of the grant funds and thus becomes unreliable 
as a control over the grants.  Tardy grant reports do not allow grantors 
to effectively monitor their grants. 

 
Recommendation: Regardless of who prepares the grant reports, prior to the report being 

mailed, the City Accountant needs to compare the grant reports with 
the general ledger to ensure that they are in agreement each time a 
grant report is prepared.  This will help ensure that expenditures 
claimed for reimbursement are charged to the proper grant in the 
general ledger and that qualified grant expenditures are not overlooked 
when requesting reimbursement through the grant reports.  Any final 
receivables from or payables to granting agencies should be recorded 
in the general ledger to properly show the revenues to which the City 
was actually entitled under the grant.  Grant reports should be prepared 
on the time schedule stated in grant award documents. 

 
 Response: The City concurs with this recommendation.  The City will work to get 

this accomplished.  
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2014-04 - Loan Covenants 
  
Condition: The Alaska Department of Community and Regional Affairs, Division of 

Energy loan requires that the annual financial statements be furnished 
to the Division of Energy within 6 months after the end of each fiscal 
year.  The City is late in delivery of its FY 2014 financial statements. In 
addition, loan covenants for both Department of Environmental 
Conservation loans prohibit free service or use of the facilities 
constructed with the loan funds.  Seniors who meet certain criteria are 
being given senior exemption status and, along with the ANB, do not 
have to pay for utility services.  Consequently, the City is out of 
compliance with those loan covenants.  Loan covenants for some loans 
also require establishment and systematic funding of Bond Redemption 
or reserve account sinking funds.  That has not been done.   The USDA 
bond requires all gross rents from non-City tenants in the Public Safety 
Building to be put in a separate bond redemption fund.  That is not 
being done.   

 
 Criteria: All loan covenants should be carefully reviewed and implemented.  
 
 Effect: The City is out of compliance with loan covenants.  This could cause 

difficulty in obtaining future loans. 
 
 Recommendation: The senior exemption should not be allowed for water and sewer 

billings unless a waiver is obtained from the lender to permit such 
exemption.  There should be ongoing review of the City’s debt 
covenants and the status of the City’s compliance with the covenants 
so that the City can take timely action to prevent and/or cure default, 
including working out solutions in advance with lenders, as needed.  
Reserve or redemption sinking funds should be established and funded 
as required by loan and bond covenants. 

 
 Response: The City concurs with this recommendation and has been working to get 

this accomplished.  Bond redemption fund accounts were established 
with a bank in fiscal year 2015. 

  
 
Material Weaknesses 
 
A material weakness is a deficiency, or 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.  Of the deficiencies 
described above, we consider items 2014-01 and 2014-02 to be material weaknesses. 
 
We consider item 2014-1 to also be a material non-compliance. 
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Significant Deficiencies 
 
A significant deficiency is a deficiency, or a 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 items 2014-03 and 2014-04 to be significant deficiencies. 
 
Section III - Federal Award Findings and Questioned Costs 
 
No matters were reported. 
 
Section IV - Prior Year Findings 
 
As noted above, all of the federal-related findings were repeated from the prior year State 
Single Audit.  There was no prior year federal single audit.  Considerable progress was made 
on several of the findings, but we noted that much improvement is still needed, so these 
comments were repeated.  
 
Finding:  2013-1 Governmental Capital Assets 
 

This finding is still unresolved.  It is repeated as finding 2014-1 for 
the year ended June 30, 2014 

 
Finding:  2013-02 - General Ledger Balances 
 

This finding is still unresolved.  It is repeated as finding 2014-2 for 
the year ended June 30, 2014 

 
Finding:  2013-03 - Grants 
 

This finding is still unresolved.  It is repeated as finding 2014-3 for 
the year ended June 30, 2014 

 
Finding:  2013-04 - Loan Covenants 
 

This finding is still unresolved.  It is repeated as finding 2014-4 for 
the year ended June 30, 2014 
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CITY OF KLAWOCK 
ALASKA 

PO Box 469        Phone# (907)755-2261 
Klawock AK  99925         (907)755-2262  
         Fax#  (907)755-2403 
 

"Site of the First Salmon Cannery in Alaska" 
 
 

  City of Klawock 
Corrective Action Plan 

For the Fiscal Year Ended June 30, 2014 
 
 
Financial Statement Findings 
Finding: 
 

2014-001 Governmental Capital Assets 

Name of Contact Person: 
 

Leslie Isaacs, City Administrator 

Corrective Action: 
 

We will take a physical inventory and update our 
records with respect to our governmental capital 
assets. We are also looking for software to assist us 
with this process.  
 

Proposed Completion Date: 
 

We will continue to move forward and hope to have 
an updated list sometime in FY16. We are still 
working on freeing up staff time to address the 
Capital Asset Files. We have begun reviewing the 
current files to get a feel for what we have in the way 
of information already.   

 
Finding: 
 

2014-002  General Ledger Balances  

Name of Contact Person: 
 

Leslie Isaacs, City Administrator 

Corrective Action: 
 

Implement a monthly procedure that includes 
reconciling sub ledger and subsidiary schedules to 
the General Ledger balances on a monthly basis. 

Proposed Completion Date: 
 

These general ledger balances will be reconciled in 
FY15.  
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Finding: 
 

2014-003 Grants 

Name of Contact Person: 
 

Leslie Isaacs, City Administrator 

Corrective Action: 
 

We have already begun using Cougar mountain due 
to/due from audit trail reports to reconcile our grant 
reports. This change in processing ensures that we 
do not miss an expenditure on the reimbursement 
requests.  
 

Proposed Completion Date: 
 

July 1, 2015 

 
 
Finding: 
 

2014-004 Loan Covenants 

Name of Contact Person: 
 

Leslie Isaacs, City Administrator 

Corrective Action: 
 

We have opened a reserve account and transferred 
the appropriate amount into it to satisfy the loan 
covenants.  
 

Proposed Completion Date: 
 

January 7, 2015 
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