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INDEPENDENT AUDITOR’S REPORT 
 
 
Executive Committee 
South Central Kansas Library System 
South Hutchinson, Kansas  67505 
 
 
 
We have audited the accompanying fund summary statement of regulatory basis receipts, expenditures, and 
unencumbered cash balances of the South Central Kansas Library System, a Municipal Financial Reporting Entity 
as of and for the year ended December 31, 2019 and the related notes to the financial statement. 
 

Management’s Responsibility for the Financial Statement 
Management is responsible for the preparation and fair presentation of this financial statement in accordance with 
the Kansas Municipal Audit and Accounting Guide as described in Note 1; this includes determining that the 
regulatory basis of accounting is an acceptable basis for the preparation of the financial statement in the 
circumstances. Management is also responsible for the design, implementation and maintenance of internal control 
relevant to the preparation and fair presentation of the financial statement that is free from material misstatement, 
whether due to fraud or error. 
 

Auditor’s Responsibility 
Our responsibility is to express an opinion on the financial statement based on our audit.  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. Those standards require we plan and perform the audit to obtain reasonable 
assurance about whether the financial statement is free of material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statement. The procedures selected depend on auditor’s judgment, including the assessment of the risks of material 
misstatement of the financial statement, 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 statement 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 
statement. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion. 
 

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles 
As described in Note 1 of the financial statement, the financial statement is prepared by the South Central Kansas 
Library System on the basis of the financial reporting provisions of the Kansas Municipal Audit and Accounting 
Guide, which is a basis of accounting other than accounting principles generally accepted in the United States of 
America. 
 
The effects on the financial statement of the variances between the regulatory basis of accounting described in 
Note 1 and accounting principles generally accepted in the United States of America, although not reasonably 
determinable, are presumed to be material. 
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Adverse Opinion on U.S. Generally Accepted Accounting Principles 
In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on U.S. 
Generally Accepted Accounting Principles” paragraph, the financial statement referred to above does not present 
fairly, in conformity with accounting principles generally accepted in the United States of America, the financial 
position of the South Central Kansas Library System as of December 31, 2019, or changes in financial position and 
cash flows thereof for the year then ended. 
 

Unmodified Opinion on Regulatory Basis of Accounting 
In our opinion, the financial statement referred to above presents fairly, in all material respects, the aggregate cash 
and unencumbered cash balance of the South Central Kansas Library System as of December 31, 2019, and the 
aggregate receipts and expenditures for the year then ended in accordance with the financial reporting provisions 
of the Kansas Municipal Audit and Accounting Guide described in Note 1. 
 

Other Matters 
Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the 2019 fund summary statement of regulatory 
basis receipts, expenditures, and unencumbered cash balances (basic financial statement) as a whole.  The 
summary of regulatory basis expenditures-actual and budget and individual fund schedules of regulatory basis 
receipts and expenditures-actual and budget (Schedules 1 and 2 as listed in the table of contents) are presented 
for analysis and are not a required part of the 2019 basic financial statement, however are required to be presented 
under the provisions of the Kansas Municipal Audit and Accounting Guide.  Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other records used to 
prepare the 2019 basic financial statement.  The 2019 information has been subjected to the auditing procedures 
applied in the audit of the 2019 basic financial statement and certain additional procedures, including comparing 
and reconciling such information directly to the underlying accounting and other records used to prepare the 2019 
basic financial statement or to the 2019 basic financial statement itself, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America.  In our opinion, the 
information is fairly stated in all material respects in relation to the 2019 basic financial statement as a whole, on 
the basis of accounting described in Note 1. 
 

We also previously audited, in accordance with auditing standards generally accepted in the United States of 
America, the basic financial statement of the South Central Kansas Library System as of and for the year ended 
December 31, 2018 (not presented herein), and have issued our report thereon dated April 11, 2019, which 
contained an unmodified opinion on the basic financial statement. The 2018 basic financial statement and our 
accompanying report are not presented herein, but are available in electronic form from the web site of the Kansas 
Department of Administration at the following link http://www.admin.ks.gov/offices/oar/municipal-services. The 2018 
actual column (2018 comparative information) presented in the individual fund schedules of regulatory basis 
receipts and expenditures – actual and budget for the year ended December 31,  2019 (Schedule 2 as listed in the 
table of contents) is presented for purposes of additional analysis and is not a required part of the basic financial 
statement. Such 2018 comparative information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the 2018 basic financial statement.  
The 2018 comparative information was subjected to the auditing procedures applied in the audit of the  2018 basic 
financial statement and certain additional procedures, including comparing and reconciling such information directly 
to the underlying accounting and other records used to prepare the 2018 basic financial statement or to the 2018 
basic financial statement itself, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America.  In our opinion, the 2018 comparative information is fairly stated in all 
material respects in relation to the basic financial statement as a whole for the year ended December 31, 2018, on 
the basis of accounting described in Note 1. 
 
 

 
Swindoll, Janzen, Hawk & Loyd, LLC 
McPherson, Kansas 
 

March 31, 2020 











4. DEFINED BENEFIT PENSION PLAN (CONT.)

5. OTHER LONG-TERM OBLIGATIONS FROM OPERATIONS

(a) Other Post Employment Benefits

(b) Death and Disability Other Post Employment Benefits

(c)   Other Employee Benefits

Employees will accrue annual leave as follows:

Full-time regular employees with ten or more years service – 160 hours annually with pay, accumulating at the
monthly rate of 13 hours and 20 minutes.  (Maximum accumulation – 320 hours).

Part-time employees 3/4 time – 60 hours annually with pay, accumulating at the monthly rate of 5 hours. 1/2 time
employees – 40 hours annually with pay, accumulating at the monthly rate of 3 hours and 20 minutes. (Maximum
accumulation – 3/4 time and 1/2 time will accumulate to 120 hours and 80 hours respectively).

Full-time regular employees with less than ten years service – 120 hours annually with pay, accumulating at the
monthly rate of 10 hours. (Maximum accumulation – 240 hours).

Annual Leave – Full time employees will earn annual leave beginning with the month of employment. If not taken,
annual leave shall accrue from year to year up to the maximum provided depending on the employee’s
classification and years of service.  

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the Library System makes health care
benefits available to eligible former employees and eligible dependents. Certain requirements are outlined by the
federal government for this coverage.  The premium is paid in full by the insured.  

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

State law provides that the employer contribution rates for KPERS 1 and KPERS 2 and KPERS 3 be determined
based on the results of each annual actuarial valuation. Kansas law sets a limitation on annual increases in the
employer contribution rates. The actuarially determined employer contribution rate (not including the 1%
contribution rate for the Death and Disability Program) and the statutory contribution rate was 8.89% for the fiscal
year ended December 31, 2019. Contributions to the pension plan from the Library System were $63,950 for the
year ended December 31, 2019.

Net Pension Liability. At December 31, 2019, the Library System's proportionate share of the collective net
pension liability reported by KPERS was $537,136. The net pension liability was measured as of June 30, 2019,
and the total pension liability used to calculate the net pension liability was determined by an actuarial valuation as
of December 31, 2018, which was rolled forward to June 30, 2019. The Library System's proportion of the net
pension liability was based on the ratio of the Library System's contributions to KPERS, relative to the total
employer and non-employer contributions of the Local subgroup within KPERS. Since the KMAAG regulatory
basis of accounting does not recognize long-term debt, this liability is not reported in these financial statements.

The complete actuarial valuation report including all actuarial assumptions and methods, and the report on the
allocation of the KPERS collective net pension liability to all participating employers are publicly available on the
website at www.kpers.org or can be obtained as described above.

K.S.A. 74-4927, disabled members in KPERS receive long-term disability benefits and life insurance benefits. The
plan is administered through a trust held by KPERS that is funded to pay annual benefit payments. The employer
contribution rate is set at 1% for the year ended December 31, 2019.
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7. INTERFUND TRANSFERS

Operating transfers were as follows:

General Capital Improvement K.S.A. 12-1,118

8. CAPITAL PROJECTS

Roof replacement
Exterior wall project

9. SUBSEQUENT EVENTS

In recent days, the coronavirus (COVID-19) outbreak in the United States has resulted in reduced customer traffic
and the temporary closure of operating hours for our offices. There is unprecedented uncertainty surrounding the
duration of the pandemic, its potential economic ramifications, and any government actions to mitigate them.
Accordingly, while management cannot quantify the financial and other impact to the Library System as of the date
of this report, management believes that a material impact on the Library Systems’ financial position and results of
future operations is reasonably possible.

Expenditures
Authorization To Date

72,200                   69,458               
134,825$               123,487$           

Management has evaluated the effects on the financial statement of subsequent events occurring through the date
of this report, which is the date at which the financial statement was available to be issued.

From

150,000$            

Capital project authorizations with approved change orders compared with expenditures from inception are as
follows:

Project

To Authority
Regulatory

Amount
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