
 
 
 
 
 

North Central Kansas Libraries System 
 
 
 

Financial Statements  
As of December 31, 2021 

and For the Year Then Ended 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

With Report by Independent Auditors 
 

 
 



North Central Kansas Libraries System 
Executive Committee 

For the Year Ended December 31, 2021 

 

 
 

 

 

President Judith Cremer 
Vice President Susan Moyer 
Secretary / Treasurer Judy Goodrich 
Member Jeanie Bartel 
Member Shanda Cramer 
Member Susan Davis 
Member Carolyn Eliott 
Member Janice Lyhane 
Member Wendy Moulton 
Member Alisha Paddock 
Member Sharon Peirce 
Member Nikki Plankinton 
Member Shannon Reid-Wheat 
  
  
Libraries System Director Linda Knupp 

 
 



 

 

 
 
 

Table of Contents 
 

 Page 
  
Independent Auditor’s Report 1 – 2 
  
Management’s Discussion and Analysis 3 – 5 
  
Financial Statements  

  
Statement of Net Position 6 
  
Statement of Activities 7 
  
Balance Sheet – Governmental Funds 8 
  
Statement of Revenue, Expenditures, and Changes in Fund Balances 
 Governmental Funds 9 
  
Statement of Revenue, Expenditures, and Changes in Fund Balance 
 General Fund – Budget and Actual (Budget Basis) 10 
  
Statement of Revenue, Expenditures, and Changes in Fund Balance 
 Employee Benefit Fund – Budget and Actual (Budget Basis) 11 
  
Notes to Financial Statements 12 – 17 

 



 

 

Eric Kientz 
CPA, CMA, CGMA, CNAP 
Senior Audit Partner 
(785) 477-9053 
Eric@KPMHK.CPA 

 
PO Box 754 

Manhattan, KS 66505 
 

KPMHK.CPA 

Taylor Penick 
CPA, CNAP 

Managing Partner 
(785) 817-7716 

Taylor@KPMHK.CPA  

 

 

 

To the Executive Committee 
North Central Kansas Libraries System 
629 Poyntz Ave 
Manhattan, Kansas 66502 
 

May 20, 2022 
 

  
  

Independent Auditor’s Report 
 
 
Opinion 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the North Central Kansas Libraries System (the Libraries System), as of 
and for the year ended December 31, 2021, and the related notes to the financial statements, which collectively 
comprise the Libraries System’s basic financial statements as listed in the table of contents. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund information of 
the Libraries System as of December 31, 2021, and the changes in its financial position for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 
 
Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the United States of America 
and the Kansas Municipal Audit and Accounting Guide (KMAAG). Our responsibilities under those standards are 
further described below in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our 
report. 
 
We are required to be independent of the Libraries System and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
accounting principles generally accepted in the United States of America, and for the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or events, 
considered in the aggregate, that raise substantial doubt about the Libraries System’s ability to continue as a going 
concern within one year after the date that the financial statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee 
that an audit conducted in accordance with generally accepted auditing standards will always detect a material 
misstatement when it exists. 

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements, including omissions, are considered material if there is a substantial likelihood that, individually or 
in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements. 

In performing an audit in accordance with generally accepted auditing standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit.

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

 Obtain an understanding of internal control relevant to the audit 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 Libraries System’s internal control. Accordingly, no such opinion is expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Libraries System’s ability to continue as a going concern for a reasonable period
of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit, significant audit findings, and certain internal control related matters that we identified 
during the audit. 

Required Supplemental Information 
Accounting principles generally accepted in the United States of American require that the management’s 
discussion and analysis, as listed in the table of contents, be presented to supplement the basis 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 this 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. 

Certified Public Accountants 
Manhattan, Kansas 
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General Information 
This discussion and analysis of North Central Kansas Libraries System (the Libraries System) financial performance 
provides an overview of the Libraries System’s financial activities for the year ended December 31, 2021. Please 
read this in conjunction with the Libraries System’s financial statements, which begin after this section of the report. 
 
Financial Highlights 
Tax revenues from eight participating counties in the Libraries System provide 93% of the organization’s 2021 
income, contributing to the General Fund and the Employee Benefit Fund. Remaining revenues come from fees, 
grants, interest, and miscellaneous income.  
 
Planned spending for the year included the addition of MemberClicks software that will allow for better 
communication between NCKLS staff about library projects, tracking of consulting interactions, and organization of 
individual library information. Initial implementation and setup costs were $6,495, slightly higher than the annual 
subscription cost of $5,250. The rented physical space in the basement of Manhattan Public Library (MPL) was 
reconfigured in 2021 in order to better accommodate staff and increase privacy, cubicles were added, desks and 
seating were updated. The entire workspace was open, and the cubicle provide a dedicated space for employees 
to concentrate on work and reduce noise levels now that staff are meeting more online. Staff were also provided 
with lockable storage space for their personal items. Total cost was $38,434.  
 
A consultant was hired from Amigos Library Services, a library support organization, to examine the process of 
acquisitions and cataloging that was shared between the Libraries System and the MPL. The consultant was tasked 
with breaking down the shared duties to advise about how to separate the tasks and time, giving the Libraries 
System full oversight of the processing work. The consultant cost was $5,200 and the process was divided slowly 
by the end of the year, and the organizations were fully independent of each other early in 2022. Several positions 
in the Libraries System changed as a result of the additional processing and cataloging duties taken over from MPL. 
The ongoing cost is manageable.  
 
The Libraries System also received a $17,000 CARES grant from the State Library of Kansas. That money was 
sub-granted to member libraries within the Libraries System to go toward a purchase on an iPad or software access 
to Zoom. The Libraries System purchased 23 iPads and 7 software licenses for member libraries to help assist with 
COVID-19 pandemic relief.  
 
The cash balance carryover and the capital improvement fund are both in good position to provide support for 
possible surging costs attributed to a sharp rise in supplies and commodities such as fuel. Both supporting funds 
will be valuable as the Libraries System returns to full services. 

Using This Annual Report 
This annual report consists of a series of financial statements. The Statement of Net Position and Statement of 
Activities on pages 6 and 7 provide information about the activities of the Libraries System as a whole and present 
a longer-term view to the Libraries System’s finances. Fund financial statements start on page 8. 
 
For governmental activities, these statements tell how these services were financed in the short-term as well as 
what remains for future spending. Fund financial statements also report the Libraries System’s operations in more 
detail than the government-wide statements by providing information about the Libraries System’s most significant 
funds. 
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Reporting the Libraries System as a Whole 
The Statements of Net Position and the Statements of Activities 
One of the most important questions asked about the Libraries System’s finances is “Is the Libraries System as a 
whole better off or worse off as a result of the year’s activities?”. The Statements of Net Position and the Statements 
of Activities report information about the Libraries System as a whole and about its activities that helps answer this 
question. 
 
These statements include all assets and liabilities using the accrual basis of accounting, which is similar to the 
accounting used by most private sector companies. All of the current year’s revenues and expenses are taken into 
account regardless of when cash is received or paid. These two statements report the Libraries System’s net 
position and changes in it. 
 
Think of the Libraries System’s net position, the difference between assets and liabilities, as one way to measure 
the Libraries System’s financial health or financial position. Over time, increases or decreases in the Libraries 
System’s net position are one indicator of whether financial health is improving or deteriorating. 
 
The following is a summary of the statement of net position: 

  2021  %  2020  % 
Assets and Deferred Outflows         
 Current assets  $  2,156,636  98%  $  2,062,911  98% 
 Noncurrent assets  55,209  2%  36,695  2% 
  Total Assets and Deferred Outflows  $  2,211,845  100%  $  2,099,606  100% 
         
Liabilities, Deferred Outflows and Net 
position 

        

 Current liabilities  $  15,596  1%  $  424  0% 
 Noncurrent liabilities  23,940  1%  29,137  1% 
 Deferred inflows of resources  1,220,000  55%  1,216,600  58% 
 Net position  952,309  43%  853,445  41% 
  Total Liabilities, Deferred Outflows 
  and  Net Position 

 
$  2,211,845  100%  $  2,099,606  100% 

 
The following is a summary of significant changes in net position: 

  2021  2020 
Net Program Expense     
 Program revenues  $  140,611  $  146,419 
 Program expenses  (1,296,064)  (1,188,902) 
  Net Program Expense  (1,155,453)  (1,042,483) 
  General revenues  1,254,317  1,216,664 
   Change in Net Position  $  98,864  $  174,181 

 
As shown above, the Libraries System funds the majority of its programs through general revenues, primarily 
property taxes from participating counties. 
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Fund Financial Statements 
Analysis of the Libraries System’s major funds begins on page 8. The budgetary statements are on pages 10 and 
11 and provide detailed information about the general fund and the employee benefit fund, not the Libraries System 
as a whole. However, the Libraries System Board established other funds to help or control money for particular 
purposes or to show that it is meeting legal responsibility for using grants and other monies. The Libraries System 
uses governmental funds. 
 
The Libraries System’s services are reported in governmental funds which focus on how money flows into and out 
of those funds and the balances left at year end that are available for spending. These funds are reported using an 
accounting method called modified accrual accounting, which measures cash and all other financial assets that can 
regularly be converted to cash. The governmental fund statements provide a short term view of the Libraries 
System’s general government operations and the services it provides. 
 
Governmental fund information helps to determine whether there are more or fewer financial resources that can be 
spent in the near future to finance the Libraries System’s programs. The relationship (or differences) between 
governmental activities (reported in a statement of net position and the statement of activities) and the governmental 
funds is provided in the reconciliation at the bottom of the fund financial statements. 
 
Capital Asset Administration 
At the end of 2021, the Libraries System had $55,209 invested in capital assets, net of depreciation. Significant 
capital purchases for 2021 included the $32,900 purchase of a 2021 Nissan Rogue vehicle which replaced a fully 
depreciated 2008 Toyota Matrix. 
 
Factors Bearing on the Future of the Libraries System 
At the time these financial statements were prepared and audited, the Libraries System was aware of the following 
items that could have significant impact on its finances in the future: 
 

 The Libraries System continues to closely consider external factors such as (1) the costs of facilities, 
and (2) KPERS and other employee benefit costs.  Each of these factors are formally reviewed on 
annual basis by the executive committee as part of an ongoing shared services agreement with the 
Manhattan Public Library. 
 

 The effects of the COVID-19 coronavirus pandemic are being monitored by the Libraries System's 
management and are expected to negatively affect financial support received from the state of Kansas, 
donors and grantors.  As of the date of these financial statements, the Libraries System has not 
received a reduced budget request from local taxing authorities. 

 
Contacting the Libraries System’s Financial Management 
This financial report is designed to provide citizens, taxpayers, customers, investors and creditors with a general 
overview of the Libraries System’s finances. The report is also designed to show the Libraries System’s 
accountability for the money it receives. Further questions concerning this report, or the financial status of the 
Libraries System should be directed to: 
 

Eric Norris, Libraries System Director 
North Central Kansas Libraries System 
629 Poyntz Ave 
Manhattan, KS 66502 
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 Governmental 

Activities 

 
 Libraries 

System 
Assets   
 Current Assets   
  Cash and cash equivalents  $  927,503 
  Property taxes receivable  1,220,000 
  Prepaid expenses  9,133 
   Total Current Assets  2,156,636 
   
 Noncurrent Assets   
  Capital assets, net  55,209 
   
     Total Assets  $  2,211,845 
   
Liabilities, Deferred Inflows of Resources and Net Position   
 Liabilities   
  Current Liabilities   
   Accounts payable  $  15,596 
   
  Noncurrent Liabilities   
   Compensated absences liability  23,940 
   

  Total Liabilities  39,536 
   
 Deferred Inflows of Resources   
  Unavailable property taxes receivable  1,220,000 
   
 Net Position   
  Investment in capital assets  55,209 
  Unrestricted  897,100 
    Total Net Position  952,309 
   
     Total Liabilities, Deferred Inflows of Resources and Net Position  $   2,211,845 
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  Governmental 
Activities 

  Libraries 
System 

Program Expenses   
  Personnel services  $  688,170 
  Contractual services  110,412 
  Grants to member libraries  211,756 
  Commodities  232,906 
  Capital outlay (for items not meeting capitalization policy)  38,434 
  Depreciation  14,386 
   Total Program Expenses  1,296,064 
   
Program Revenues   
  Charges for services  73,384 
  Operating grants and contributions  67,227 
   Total Program Revenues  140,611 
   
    Net Program Expense  1,155,453 
   
General Revenues   
  Property taxes  1,252,986 
  Interest income  1,288 
  Other income  43 
   Total General Revenues  1,254,317 
   
Change in Net Position  98,864 
Net Position, Beginning   853,445 
Net Position, Ending  $  952,309 
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General  
Employee 

Benefit  
Capital 

Improvement 

 Other 
Government 

Funds 

 

Total 
          

Assets          
 Cash and cash equivalents $  537,586  $  73,690  $  286,185  $  30,042  $  927,503 
 Property taxes receivable 1,010,000  210,000  -  -  1,220,000 
 Prepaid expenses 9,133  -  -  -  9,133 
    Total Assets $  1,556,719  $  283,690  $  286,185  $  30,042  $  2,156,636 
          
Liabilities, Deferred Inflows of Resources 
and Fund Balance 

         

 Liabilities          
  Accounts payable $  15,596  $  -  $  -  $  -  $  15,596 
          
 Deferred Inflows of Resources          
  Unavailable property taxes receivable 1,010,000  210,000  -  -  1,220,000 
          
 Fund Balance          
  Nonspendable – prepaid expense 9,133  -  -  -  9,133 
  Committed -  -  286,185  -  286,185 
  Assigned -  73,690  -  30,042  103,732 
  Unassigned 521,990  -  -  -  521,990 

  Total Fund Balance 531,123  73,690  286,185  30,042  921,040 
          
   Total Liabilities, Deferred Inflows of 

    Resources and Fund Balance $  1,556,719  $  283,690  $  286,185  $  30,042  $  2,156,636 
 
 

Reconciliation of the Balance Sheet – Governmental Funds to the Statement of Net Position   
 Total fund balance from the governmental fund balance sheet above  $  921,040 
 Capital assets are reported net of accumulated depreciation are not reported in the funds  55,209 
 The compensated absences liability is not reported in the funds  (23,940) 
  Total Net Position on the Statement of Net Position  $  952,309 
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General  
Employee 

Benefit  
Capital 

Improvement 

 Other 
Government 

Funds 

 

Total 
Revenues          
 Property taxes $  1,058,827  $  194,159  $  -  $  -  $  1,252,986 
 Charges for services -  -  -  73,384  73,384 
 Operating grants and contributions -  -  -  67,227  67,227 
 Interest income -  -  -  1,288  1,288 
 Other income -  -  -  43    43 
  Total Revenues 1,058,827  194,159  -  141,942  1,394,928 
          
Expenditures          
 Personnel services $  494,399  $  198,968  $  -  $  -  $  693,367 
 Contractual services 30,366  -  -  80,046  110,412 
 Grants to member libraries 211,756  -  -  -  211,756 
 Commodities 138,839  -  -  94,067  232,906 
 Capital outlay -  -  71,334  -  71,334 
  Total Expenditures 875,360  198,968  71,334  174,113  1,319,775 
          
   Revenue Over (Under) Expenditures 183,467  (4,809)  (71,334)  (32,171)  75,153 
          
Other Financing Sources (Uses)          
 Interfund transfers received (sent) (50,000)  -  50,000  -  - 
          
Net Change in Fund Balance 133,467  (4,809)  (21,334)  (32,171)  75,153 
Fund Balance, Beginning 397,656  78,499  307,519  62,213  845,887 
Fund Balance, Ending $  531,123  $  73,690  $  286,185  $  30,042  $  921,040 

 
Reconciliation of the Statement of Revenues, Expenditures and 
Changes in Fund Balances to the Statement of Activities 

  

 Net change in fund balance from the above statement of revenues, expenditures and changes in fund balances  $  75,153 
 Capital outlay which is charged to expenditure in the funds but capitalized in the statement of net position  32,900 
 Depreciation on capital assets which is charged to expense in the statement of activities  (14,386) 
 The change in the compensated absences liability is reported on the statement of activities but not in the funds  5,197 
  Total Change in Net Position on the Statement of Activities  $  98,864 
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Budget  Actual 

 Variance 
Over (Under) 

Revenues      
 Property taxes $  1,017,239  $  1,058,827  $  41,588 
 Charges for service 17,500  -  (17,500) 
 Interest income 5,000  -  (5,000) 
  Total Revenues $  1,039,739  1,058,827  $  19,088 
      
Expenditures      
 Personnel services $  505,000  $  494,399  $  (10,601) 
 Contractual services 210,865  37,321  (173,544) 
 Grants to member libraries 244,500  211,756  (32,744) 
 Commodities 98,700  138,839  40,139 
 Capital outlay 20,000  -  (20,000) 
 Transfer to capital improvement fund 50,000  50,000  - 
  Total Expenditures $  1,129,065  932,315  $  (196,750) 
      
Net Change in Fund Balance (Budget Basis)   126,512   
Fund Balance (Budget Basis), Beginning   395,478   
Fund Balance (Budget Basis), Ending   521,990   
      
U.S. GAAP Adjustments to Reconcile to Balance Sheet      
 Change in prepaid expenses   9,133   
      
   Fund Balance (U.S. GAAP Basis), Ending   $  531,123   
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 Budget  Actual  
Variance 

Over (Under) 
Revenues      
 Property taxes $  186,056  $  194,159  $  8,103 
      
Expenditures      
 Personnel services $  186,056  $  198,968  $  12,912 
      
Net Change in Fund Balance (Budget Basis)   (4,809)   
Fund Balance (Budget Basis), Beginning   78,499   
Fund Balance (Budget Basis), Ending   73,690   

 
At December 31, 2021, there were no differences between the fund balance (budget basis) presented above and 
the fund balance (modified accrual basis) as presented on the balance sheet – governmental funds. 
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Note 1:  Summary of Significant Accounting Policies 
The accounting and reporting policies of North Central Kansas Libraries System (the Libraries System), relating 
to the funds included in the accompanying financial statements, conform to generally accepted accounting 
principles applicable to state and local governments. Generally accepted accounting principles for local 
governments include those principles prescribed by the Governmental Accounting Standards Board (GASB), the 
American Institute of Certified Public Accountants in the publication titled Audits of State and Local Governments 
(GASB 34 Edition), and by the Financial Accounting Standards Board, when applicable. The following is a 
summary of such significant policies. 

  
The Financial Reporting Entity 

The Libraries System is one of seven regional library systems in the State of Kansas established by law in 1965 
(KSA 75-2547) as a regional system of cooperating libraries serving and governed by local public libraries in 
the north central region of Kansas.  The Libraries System includes the twelve Kansas counties of Chase, Clay, 
Dickinson, Geary, Lyon, Marion, Marshall, Morris, Pottawatomie, Riley, Wabaunsee, and Washington of which 
the approximate, aggregate population is 230,000.  Fifty-two libraries participate in system services and 
programs. Membership and participation in the system is voluntary on the part of each library. Each member 
maintains its independence and local autonomy. 
 
The Libraries System is governed by a board provided for in KSA 75-2550. This governing body is made up of 
one representative selected by each participating library’s board plus eight representatives appointed by the 
Kansas Governor to represent that area which is outside the individual boards’ districts. The board as a whole 
meets once a year, and elects twelve members to serve as the executive committee for the Libraries System, 
which meets every other month. In accordance with KSA 75-2550a, the Libraries System’s board delegates the 
authority to make decisions, influence operations, and primary accountability in fiscal matters to the executive 
committee. 
 
The Libraries System is a primary government as defined in GASB No. 61 The Financial Reporting Entity and 
is financed by a tax on the areas of those counties where a district, township, city, or county library tax is not 
being levied. Federal and Kansas funds are also made available to help support system services, with additional 
funds coming from counties that must contract for system services. 
 
As a municipality, the Libraries System is not subject to income, property or sales taxes.  The Libraries System 
is, however, subject to employment taxes. 
 

Government-Wide and Fund Financial Statements 
The government-wide financial statements, the statement of net position, and the statement of activities report 
financial information for the Libraries System as a whole. Individual funds are not presented, but the statements 
distinguish governmental activities, which are generally supported by taxes, grants, and the Libraries System’s 
general revenues. 
 
The statement of activities reports the direct 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. Direct expenses are those that are clearly identifiable with a specific function or 
segment. Program revenues include charges for services which report fees, fines, and other charges to users 
of the Libraries System’s services, operating grants and contributions which finance annual operating activities 
including investment income, and capital grants which fund the acquisition, construction, or rehabilitation of 
capital assets. These revenues are subject to externally imposed restrictions to these program uses. Taxes and 
other revenue sources not included with program revenues are reported as general revenues. 
 
Separate financial statements are provided for governmental funds. Major individual governmental funds are 
reported as separate columns in the fund financial statements. 
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Note 1:  Summary of Significant Accounting Policies (Continued) 
Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

Government-Wide Financial Statements 
The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when 
a liability is incurred, regardless of the timing of related cash flows. Intergovernmental revenues are 
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as 
revenue as soon as all eligibility requirements imposed by the provider have been met. 

 
Fund Financial Statements 

Governmental fund financial statements are reported using the current financial resources measurement 
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both 
measurable and available. Revenues are considered to be available within the current period or soon enough 
thereafter to pay liabilities of the current period. The Libraries System considers all revenues available if they 
are collected within 60 days after year end. Expenditures are recorded when the liability is incurred. However, 
expenditures related to compensated absences and claims, and judgments are recorded only when payment 
is due. 
 

A fund is defined as an independent fiscal and accounting entity with a self-balancing set of accounts, 
recording cash and other financial resources, together with all related liabilities and residual equities or 
balances, and changes therein, which are segregated for the purpose of carrying on specific activities or 
attaining certain objectives in accordance with special regulations, restrictions, or limitations. The Libraries 
System reports the following major governmental funds. 

 
Fund Name  Fund Purpose 

General Fund  To account for general property taxes received from each of the regional 
counties within the Libraries System region of service. 
 

Employee Benefit 
Fund 

 To account for employee benefit property taxes received from each of the 
regional counties within the Libraries System region of service. 
 

Capital 
Improvement Fund 
 

 To account for financial resources to be used for improving, furnishing, 
equipping, remodeling or making additions to the Libraries System. 
 

Other Government 
Funds 

 To account for and report all financial resources not accounted for and 
reported in another fund. 
 

 
Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets, deferred inflows 
of resources, liabilities and deferred outflows of resources, and disclosure of contingencies at the date of the 
financial statements and reported amounts of revenues and expenses during the reporting period.  Actual 
results could differ from those estimates. 

 
Subsequent Events 

The Libraries System has evaluated subsequent events through May 20, 2022 which is the date the financial 
statements were available to be issued. 
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Note 1:  Summary of Significant Accounting Policies (Continued) 
Budgetary Information 

Kansas statutes require that an annual operating budget be legally adopted for the General and Employee 
Benefit Funds. Although directory rather than mandatory, the statutes provide for the following sequence and 
timetable in the adoption of the legal annual operating budget: 
 
1. Preparation of the budget for the succeeding calendar year on or before August 1st. 
2. Publication in the local newspaper on or before August 5th of the proposed budget and notice of public 

hearing on the budget. 
3. Public hearing on or before August 15th, but at least ten days after publication of notice of hearing. 
4. Adoption of the final budget on or before August 25th. 

 
If the Libraries System is holding a revenue neutral rate hearing, the budget timeline for adoption of the final 
budget has been adjusted to on or before September 20th. The Libraries System did not hold a revenue neutral 
rate hearing for this year. 
 
Spending in funds which are not subject to the legal annual operating budget requirement are controlled by 
federal regulations, other statutes or by the use of internal spending limits established by the governing body. 
All legal annual operating budgets are prepared using the regulatory basis of accounting, in which regulatory 
receipts are recognized when cash is received and expenditures include disbursements, accounts payable and 
encumbrances, with disbursements being adjusted for prior year’s accounts payable and encumbrances. 
Encumbrances are commitments by the municipality for future payments and are supported by a document 
evidencing the commitment, such as a purchase order or contract. Any unused budget expenditure authority 
lapses at year end. 
 
The statutes permit transferring budgeted amounts between line items within an individual fund. However, such 
statutes prohibit expenditures in excess of the total amount of the adopted budget of expenditures of individual 
funds. Budget comparison statements are presented for each budgeted fund showing actual receipts and 
expenditures compared to legally budgeted receipts and expenditures. 

 
The statutes allow for the governing body to increase the originally adopted budget for previously unbudgeted 
increases in regulatory receipts other than ad valorem property taxes. To do this, a notice of public hearing to 
amend the budget must be published in the local newspaper. At least ten days after publication, the hearing 
may be held, and the governing body may amend the budget at that time. There were no such budget 
amendments in 2021. 

 
Cash and Cash Equivalents 

The Libraries System considers all bank deposit accounts, money market accounts and certificates of deposit 
classified as current assets to be cash and cash equivalents. Certificates of deposit with maturities of longer 
than three months can still be used by the Libraries System to meet current liabilities if they wish to pay any 
applicable penalties for early redemption.  
 

Property Tax Calendar and Property Taxes Receivable 
Collection of current year property tax by the treasurers of each county is not completed, apportioned nor 
distributed to the various subdivisions until the succeeding year, such procedure being in conformity with 
governing Kansas statutes. Property taxes are collected and remitted to the county treasurers. Taxes levied 
annually on November 1st are due one-half by December 20th  and one-half by May 10th. Taxes are recognized 
as revenue in the year received. Delinquent tax payments are recognized as revenue in the year received.  
 
Consequently, the current year property taxes receivable is not available as a resource that can be used to 
finance the current year operations of the Libraries System, and therefore, is not susceptible to revenue 
recognition. At December 31st, such taxes are recorded as property taxes receivable, net of anticipated 
delinquencies with a corresponding amount recorded as deferred inflows of resources on the balance sheet of 
the appropriate funds. It is not practicable to apportion delinquent taxes at the end of the year and, further, the 
amounts are not material in relationship to the basic financial statements. 
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Note 1:  Summary of Significant Accounting Policies (Continued) 
Prepaid Expenses 

Certain payments to vendors reflects costs applicable to future accounting periods and are recorded as prepaid 
expenses in both the statement of net position and the balance sheet of the governmental funds.  The cost of 
prepaid expenses is recorded as expense in the period when goods or services are received by the Libraries 
System, rather than in the period paid.  

 
Capital Assets, Net 

Capital assets, which include property and equipment, are reported in the governmental column of the 
statement of net position. Capital assets are defined by the Libraries System as assets or a group of assets 
with an initial, individual cost of $5,000 or more and an estimated useful life of three or more years. 
 
These assets are valued at historical cost, estimated historical cost if actual cost is not available, or estimated 
fair value on the date donated. The costs of normal maintenance and repairs that do not add to the value of the 
asset or materially extend asset lives are not capitalized. The sale or disposal of capital assets is recorded by 
removing cost and accumulated depreciation from the accounts and charging the resulting gain or loss to 
income. 
 
The Libraries System’s works of art are estimated to have an indefinite useful life and as such is not depreciated.  
Other classes of capital assets are depreciated over each asset’s estimated useful life using the straight-line 
method. The estimated useful lives used for each class of capital asset are as follows: 
 

Class of Capital Asset 
 Estimated Useful Life 

(in Years) 
Leasehold improvements  10 to 40 years 
Furniture and equipment  5 to 10 years 

 
Compensated Absences Liability 

The compensated absences liability in the government-wide statement of net position consists of unpaid, 
accumulated vacation balances.  Under the terms of the Libraries System’s personnel policy, employees are 
granted vacation leave in varying amounts depending upon employee classification and length of service.  
Employees retiring from or terminating their employment with the Libraries System are eligible to receive 
payment for their accumulated vacation.  Because the majority of this liability originates in a service period with 
an expectation of maturity and liquidation in a future service period that is more than one year into the future, 
this liability is not reported as liability in the funds. 

 
Net Position Classifications 

In the statement of net position, equity is shown as net position and categorized into the following classes: 
 

Class of Net Position  Description 
Investment in capital assets  Capital assets, net of accumulated depreciation.  This amount is 

separately classified to identify net position which is not liquid and 
spendable. 
 

Unrestricted  All other resources of the Libraries System which are not categorized 
into one of the above classes. 

 
When both restricted and unrestricted resources are available for use, it is the Libraries System’s policy to 
use restricted resources first, then unrestricted resources as needed. 
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Note 1:  Summary of Significant Accounting Policies (Continued) 
Fund Balance Classifications 

In the balance sheet, equity is shown as fund balance and categorized into the following classes: 
 

Class of Fund Balance  Description 
Nonspendable – prepaid 
expense 

 Cash paid as of the December 31 reporting date which is already 
spent in order to benefit future reporting periods. 
 

Committed  Resources which have been set aside by the Libraries System’s 
executive committee for capital improvement. 
 

Assigned  Comprised of amounts intended to be used by the Libraries System 
for specific purposes that are neither nonspendable nor committed. 
 

Unassigned  All other resources of the Libraries System which are not categorized 
into one of the above classes. The general fund is the only fund to 
report positive unassigned fund balances. Other funds may report a 
deficit fund balance as unassigned but will otherwise report positive 
fund balance in one of the classes above. 

 
In circumstances when expenditures are made for a purpose which amounts are available in multiple fund 
balance classifications, fund balance is depleted in the order of restricted, committed, and unassigned. 

 
Pending Governmental Accounting Standards Board (GASB) Statements 

GASB Statement No. 87, Leases, improves accounting and financial reporting for leases by governments. 
This statement increases the usefulness of governments’ financial statements by requiring recognition of 
certain lease assets and liabilities for leases that previously were classified as operating leases and recognized 
as inflows of resources or outflows of resources based on the payment provisions of the contract. It establishes 
a single model for lease accounting based on the foundational principle that leases are financings of the right 
to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an 
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred 
inflow of resources, thereby enhancing the relevance and consistency of information about governments’ 
leasing activities. The requirements of this statement are first effective for the Libraries System in the year ended 
December 31, 2022. 
 
GASB Statement No. 96, Subscription-Based Information Technology Arrangements, provides guidance on 
the accounting and financial reporting for subscription-based information technology arrangements (SBITAs) 
for government end users (governments). This Statement (1) defines a SBITA; (2) establishes that a SBITA 
results in a right-to-use subscription asset—an intangible asset—and a corresponding subscription liability; (3) 
provides the capitalization criteria for outlays other than subscription payments, including implementation costs 
of a SBITA; and (4) requires note disclosures regarding a SBITA. To the extent relevant, the standards for 
SBITAs are based on the standards established in Statement No. 87, Leases, ed. The requirements for this 
statement are first effective for the Libraries System in the year ending December 31, 2023. 

 
Note 2:  Cost Sharing Agreement with the Manhattan Public Library 

The Libraries System and the Manhattan Public Library (MPL) share common management and also have an 
agreement in place whereby MPL agrees to provide certain operating costs, such as personnel, occupancy and 
supplies expense.  Additionally, MPL is responsible for the net pension liability of the Libraries System employees 
that participate in the Kansas Public Employees Retirement System (KPERS). 
 
For 2021, the Libraries System made payments to MPL totaling $693,367 for personnel services and $33,681 for 
occupancy and supply expenses under this agreement. 
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Note 3:  Banking Deposits 
K.S.A. 9-1401 establishes the banking depositories which may be used by the Libraries System.  The statute 
requires banks eligible to hold the Libraries System’s fund have a main or branch bank in the county in which the 
Libraries System is located, or in an adjoining county if such institution has been designated as an official 
depository, and the banks provide an acceptable rate of return on funds.  In addition, K.S.A. 9-1402 requires the 
banks to pledge securities for deposits in excess of FDIC coverage.  The Libraries System has no other policies 
that would further limit interest rate risk. 
 
K.S.A. 12-1675 limits the Libraries System’s investment of idle funds to time deposits, open accounts, and 
certificates of deposit with allowable financial institutions; U.S. Government securities; temporary notes; no-fund 
warrants; repurchase agreements; and the Kansas Municipal Investment Pool.  The Libraries System has no 
investment policy that would further limit its investment choices. 
 

Concentration of Credit Risk 
Kansas statutes place no limit on the amount the Libraries System may invest in any one issuer as long as the 
investments are adequately secured under K.S.A. 9-1402 and 9-1405. 

 
Custodial Credit Risk – Deposits 

Custodial credit risk is the risk that in the event of a bank failure, the Libraries System’s deposits may not be 
returned to the Libraries System.  Kansas statutes require the Libraries System’s deposits in financial 
institutions to be entirely covered by federal depository insurance or by collateral held under a joint custody 
receipt issued by a bank within the State of Kansas, the Federal Reserve Bank of Kansas City, or the Federal 
Home Loan Bank of Topeka, except during designated “peak periods” when required coverage is 50%.  
 
On December 31, 2021, the Libraries System’s carrying amount of deposits was $927,503 and the bank balance 
was $1,030,893. The difference between the bank balance and book balance is deposits in transit and 
outstanding checks. The entirety of the bank balance was secured FDIC insurance by limiting the amount of 
funds on deposit with any single bank to the FDIC limit of $250,000. 
 

Note 4:  Capital Assets 
Capital asset activity for the year ended December 31, 2021 was as follows: 
 

  
Beginning 
Balance  Increases  Decreases  

Ending 
Balance 

Depreciable Capital Assets         
 Furniture and equipment  $  34,885  $  -  $  -  $  34,885 
 Vehicles  106,525  32,900  (19,400)  120,025 
  Total Depreciable Capital Assets  141,410  32,900  (19,400)  154,910 
  Accumulated Depreciation  (104,715)  (14,386)  19,400  (99,701) 
   Capital Assets, Net  $  36,695  $  18,514  $  -  $  55,209 

  
 
 
 
 
 

Note 5:  Interfund Transfers 
During 2021, the Libraries System’s executive committee, under authority granted by KSA 12-1258, approved a 
transfer of $50,000 from the General Fund to the Capital Improvement Fund. 
 

Note 6:  Risk Management 
The Libraries System carries commercial insurance for risks of loss, including property, automobile, general 
liability, employment practices, crime, and workers’ compensation. Settled claims resulting from these risks have 
not exceeded commercial insurance coverage in any of the past three fiscal years. 
 


