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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Northwest Kansas Library System
Norton, Kansas 67654

We have audited the accompanying financial statements of the Northwest Kansas Library
System, Norton, Kansas as of and for the year ended December 31, 2009, as listed in the
table of contents. These financial statements are the responsibility of the System's
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the guidance in the Kansas Municipal Audit Guide. Those
standards and guidance require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

As described more fully in Note 1, the System has prepared these financial statements in
conformity with the accounting practices prescribed by the State of Kansas to demonstrate
compliance with the cash basis and budget laws of the State of Kansas, which practices differ
from accounting principles generally accepted in the United States of America. The effect on
the financial statements of the variances between these regulatory accounting practices and
accounting principles generally accepted in the United States of America, although not
reasonable determinable, are presumed to be material.

In our opinion, because of the effects of the matter discussed in the preceding paragraph, the
financial statements referred to above do not present fairly, in conformity with accounting
principles generally accepted in the United States of America, the financial position of the
Northwest Kansas Library System as of December 31, 2009, or the changes in its financial
position for the year then ended.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the cash and unencumbered cash balances of the Northwest Kansas Library
System, as of December 31, 2009, and its cash receipts, expenditures, and budget to actual
comparisons for the year then ended, taken as a whole, on the basis of accounting described
in Note 1.



Board of Directors
Northwest Kansas Library System
Page Two

This report is intended solely for the information and use of the Board of Directors and management of the
Northwest Kansas Library System, and for filing with the Kansas Department of Administration, Division of
Accounts and Reports and the Kansas State Library and should not be used for any other purpose. This
restriction is not intended to limit distribution of this report, which, upon acceptance by the Board of Directors of
the Northwest Kansas Library System, is a matter of public record.

Mapes & Miller

Certified Public Accountants

Norton, Kansas
August 18, 2010



NORTHWEST KANSAS LIBRARY SYSTEM

STATEMENT 1

Norton, Kansas Page 1
Summary of Cash Receipts, Expenditures and Unencumbered Cash
For the Year Ended December 31, 2009
Add
Outstanding
Beginning Prior Year Ending Encumbrances
Unencumbered  Cancelled Cash Unencumbered and Accounts Ending
Funds Cash Balance Encumbrances  Receipts Expenditures Cash Balance Payable Cash Balance
Governmental Fund Types:
General $ 54,932 0 343,469 345,411 52,990 3,254 56,244
Special Revenue Funds:
Employee Benefits 4,165 0 20,074 19,201 5,038 0 5,038
State Aid 0 0 96,241 96,241 0 0 0
Blind & Physically Handicapped
FY 2008-2009 0 0 15,312 15,312 0 0 0
FY 2009-2010 0 0 45,770 45,770 0 31,087 31,087
Interlibrary Loan Development Grant
FY 2008-2009 0 0 0 0 0 0 0
FY 2009-2010 0 0 3,416 3,416 0 3,003 3,003
FY 2008-2009 Library Services & Technology Grant 0 0 0 0 0 3,500 3,500
Kan Ed Broadband Subsidy Grant
FY 2008-2009 0 0 0 0 0 0 0
FY 2009-2010 0 0 0 683 (683) 0 (683)
Fiduciary Type Funds:
Private Purpose Trust Funds:
Memorial 11,353 0 7,890 444 18,799 0 18,799
Total Reporting Entity (Excluding Agency Funds) $ 70,450 0 532,172 526,478 76,144 40,844 116,988

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

3



NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 1
Norton, Kansas Page 2
Composition of Cash

For the Year Ended December 31, 2009

First Security Bank and Trust Co., Norton, Kansas
NOW Account $ 66,140

Almena State Bank, Norton, Kansas

Certificates of Deposit 50,848
Total Cash and Investments 116,988
Less Agency Funds - Statement 4 0
Total Reporting Entity per Statement 1, Page 1 $ 116,988

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM

Norton, Kansas

Summary of Expenditures - Actual and Budget

For the Year Ended December 31, 2009

STATEMENT 2

Adjustment
for
Qualifying Total Budget Expenditures  Variance
Certified Budget for Chargeable to Over
Funds Budget Credits Comparison Current Year (Under)
Governmental Fund Types:
General $ 360,495 360,495 345,411 (15,084)
Special Revenue Funds:

Employee Benefits 20,127 20,127 19,201 (926)
State Aid Grant 96,241 96,241 96,241 *
FY 2008-2009 Blind & Physically

Handicapped Grant 64,228 64,228 15,312 *
FY 2009-2010 Blind & Physically

Handicapped Grant 60,938 60,938 45,770 *
FY 2008-2009 Interlibrary Loan Development

Grant 6,626 6,626 0 *
FY 2009-2010 Interlibrary Loan Development

Grant 3,416 3,416 3,416 *
FY 2008-2009 Library Services & Technology 35,870 35,870 32,370 *

Grant
FY 2008-2009 Kan Ed Broadband Subsidy Grant 3,000 3,000 0 *
FY 2009-2010 Kan Ed Broadband Subsidy Grant 1,638 1,638 683 *

* Grants provided for informational purpose and not subject to budget law per K.S.A. 12-1663 and/or K.S.A.12-16,111.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 1
GENERAL FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual Budget (Under)
Cash Receipts:

Taxes $ 340,534 341,605 348,028 (6,423)
Interest on idle funds 3,963 1,789 3,000 (1,211)
Miscellaneous 263 75 0 75

Total Cash Receipts 344,760 343,469 351,028 (7,559)

Expenditures:

Salaries 70,872 87,462 79,980 7,482
KPERS 13,312 15,175 16,735 (1,560)
125 benefit plan 37,750 33,000 42,000 (9,000)
Kansas unemployment tax 268 270 300 (30)
Workers compensation insurance 1,069 1,150 0 1,150
Audio-visual 6,081 7,483 8,000 (517)
Bibliograhic service 9,519 8,085 10,000 (1,915)
Books 32,525 30,282 30,000 282
Building cost 17,441 16,857 21,580 (4,723)
Capital outlay 3,503 599 3,000 (2,401)
Computer support 1,048 1,228 1,000 228
Contractual services 21,920 20,094 20,000 94
Education 424 443 1,000 (557)
Grants to member libraries 69,177 69,880 64,550 5,330
Insurance 6,905 6,140 8,000 (1,860)
Maintenance 495 1,170 1,100 70
Miscellaneous 5,011 5,081 3,800 1,281
Periodicals 1,150 1,233 1,250 a7
Postage 10,356 10,373 14,500 (4,127)
Printing 3,989 4,265 4,000 265
Required fees 4,069 5,358 4,500 858
Supplies 4,994 4,979 5,500 (521)
Telephone 766 331 1,700 (1,369)
Travel 14,510 12,119 15,000 (2,881)
Workshops 1,644 2,354 3,000 (646)

Total Expenditures 338,798 345,411 360,495 (15,084)

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 2
GENERAL FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual Budget (Under)
Cash Receipts Over (Under) Expenditures $ 5,962 (1,942)
Unencumbered Cash, Beginning 48,860 54,932
Prior Year Cancelled Encumbrances 110 0
Unencumbered Cash, Ending $ 54,932 52,990

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM

Norton, Kansas
EMPLOYEE BENEFITS FUND

Statement of Cash Receipts and Expenditures

Actual and Budget
For the Year Ended December 31, 2009

(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Cash Receipts:
Taxes

Expenditures:
Social security tax

Cash Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning

Unencumbered Cash, Ending

$

Current Year

STATEMENT 3

Page 3

Prior Variance-
Year Over
Actual Actual Budget (Under)
20,037 20,074 20,299 (225)
18,577 19,201 20,127 (926)
1,460 873
2,705 4,165
4,165 5,038

The notes to the financial statements are an integral part of this statement.
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Cash Receipts:

NORTHWEST KANSAS LIBRARY SYSTEM

Norton, Kansas

STATE AID GRANT FUND
Statement of Cash Receipts and Expenditures

Actual and Budget

For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Grant - state aid

Expenditures:
Salaries

Cash Receipts Over (Under) Expenditures
Unencumbered Cash, Beginning

Unencumbered Cash, Ending

* Exempt from budget law per K.S.A. 12-16,111.

STATEMENT 3

Page 4
Current Year
Prior Variance-
Year Over
Actual Actual *Budget (Under)

105,243 96,241 96,241 0
105,243 96,241 96,241 0

0 0

0 0

0 0

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 5
2008-2009 BLIND & PHYSICALLY HANDICAPPED GRANT FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - state aid $ 49,368 15,312 64,228 (48,916)
Total Cash Receipts 49,368 15,312 64,228 (48,916)
Expenditures:
Salaries 10,971 40,023 55,783 (15,760)
Contractual services 793 2,379 3,571 (1,192)
Travel 548 1,313 2,000 (687)
Operating expenses 328 5,331 1,713 3,618
Capital outlay 0 2,994 1,161 1,833
Subtotal - Cash Expenditures 12,640 52,040 64,228 (12,188)
Encumbrance - Grant carryover 36,728 (36,728) 0 (36,728)
Total Expenditures 49,368 15,312 64,228 (48,916)
Cash Receipts Over (Under) Expenditures 0 0
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 0

* Exempt from budget law per K.S.A. 12-16,111 and 12-1663.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM

Norton, Kansas

2009-2010 BLIND & PHYSICALLY HANDICAPPED GRANT FUND
Statement of Cash Receipts and Expenditures

Actual and Budget

For the Year Ended December 31, 2009

STATEMENT 3

(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Page 6

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - state aid $ 0 45,770 64,680 (18,910)
Total Cash Receipts 0 45,770 64,680 (18,910)
Expenditures:
Salaries 0 13,612 55,268 (41,656)
Contractual services 0 793 3,172 (2,379)
Travel 0 84 1,648 (1,564)
Operating expenses 0 194 850 (656)
Subtotal - Cash Expenditures 0 14,683 60,938 (46,255)
Encumbrance - Grant carryover 0 31,087 0 31,087
Total Expenditures 0 45,770 60,938 (15,168)
Cash Receipts Over (Under) Expenditures 0 0
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 0

* Exempt from budget law per K.S.A. 12-16,111 and 12-1663.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 7
2008-2009 INTERLIBRARY LOAN DEVELOPMENT GRANT FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - state aid $ 6,626 0 6,626 (6,626)
Expenditures:
Books 999 1,625 3,000 (1,375)
Bibliograhic service 0 680 750 (70)
Audio-visual 0 3,322 2,876 446
Subtotal - Cash Expenditures 999 5,627 6,626 (999)
Encumbrance - Grant carryover 5,627 (5,627) 0 (5,627)
Total Expenditures 6,626 0 6,626 (6,626)
Cash Receipts Over (Under) Expenditures 0 0
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 0

* Exempt from budget law per K.S.A. 12-16,111.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 8
2009-2010 INTERLIBRARY LOAN DEVELOPMENT GRANT FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - state aid $ 0 3,416 3,416 0
Expenditures:
Books 0 413 500 87)
Bibliograhic service 0 0 500 (500)
Audio-visual 0 0 2,416 (2,416)
Subtotal - Cash Expenditures 0 413 3,416 (3,003)
Encumbrance - Grant carryover 0 3,003 0 3,003
Total Expenditures 0 3,416 3,416 0
Cash Receipts Over (Under) Expenditures 0 0
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 0

* Exempt from budget law per K.S.A. 12-16,111.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 9
2008-2009 LIBRARY SERVICES & TECHNOLOGY GRANT FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - Federal aid $ 35,870 0 35,870 (35,870)
Expenditures:
Library Automation 0 32,370 35,870 (3,500)
Subtotal - Cash Expenditures 0 32,370 35,870 (3,500)
Encumbrance - Grant carryover 35,870 (32,370) 0 (32,370)
Total Expenditures 35,870 0 35,870 (35,870)
Cash Receipts Over (Under) Expenditures 0 0
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 0

* Exempt from budget law per K.S.A. 12-16,111.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 10
2008-2009 KAN ED BROADBAND SUBSIDY GRANT FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - Kansas Board of Regents $ 3,000 0 3,000 (3,000)
Expenditures:
Online service 775 2,225 3,000 (775)
Subtotal - Cash Expenditures 775 2,225 3,000 (775)
Encumbrance - Grant carryover 2,225 (2,225) 0 (2,225)
Total Expenditures 3,000 0 3,000 (3,000)
Cash Receipts Over (Under) Expenditures 0 0
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 0

* Exempt from budget law per K.S.A. 12-16,111.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 11
2009-2010 KAN ED BROADBAND SUBSIDY GRANT FUND
Statement of Cash Receipts and Expenditures
Actual and Budget
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Current Year

Prior Variance-
Year Over
Actual Actual *Budget (Under)
Cash Receipts:
Grant - Kansas Board of Regents $ 0 0 1,638 (1,638)
Expenditures:
Online service 0 683 1,638 (955)
Subtotal - Cash Expenditures 0 683 1,638 (955)
Encumbrance - Grant carryover 0 0 0 0
Total Expenditures 0 683 1,638 (955)
Cash Receipts Over (Under) Expenditures 0 (683)
Unencumbered Cash, Beginning 0 0
Unencumbered Cash, Ending $ 0 (683) **

* Exempt from budget law per K.S.A. 12-16,111.
** See Note 12 for cash basis exemption.

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 3
Norton, Kansas Page 12
MEMORIAL FUND
Statement of Cash Receipts and Expenditures
Actual
For the Year Ended December 31, 2009
(With Comparative Actual Totals for the Prior Year Ended December 31, 2008)

Prior
Year Current
Actual Year
Cash Receipts:

Donations $ 5,674 7,890
Expenditures:

Miscellaneous 1,231 444
Cash Receipts Over (Under) Expenditures 4,443 7,446
Unencumbered Cash, January 1 6,910 11,353
Unencumbered Cash, December 31 $ 11,353 18,799

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM STATEMENT 4
Norton, Kansas
AGENCY FUNDS
Summary of Cash Receipts and Disbursements
For the Year Ended December 31, 2009
Beginning Cash Ending
Cash Cash Disburse- Cash
Fund Balance Receipts ments Balance
Sales Tax 0 164 164 0

The notes to the financial statements are an integral part of this statement.
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NORTHWEST KANSAS LIBRARY SYSTEM
Norton, Kansas
Notes to the Financial Statements
December 31, 2009

Summary of Significant Accounting Policies

Reporting Entity

Northwest Kansas Library System, Norton, Kansas is organized under K.S.A. 75-2547, et. seq., to operate
as a regional system of cooperating libraries for twelve counties in Northwest Kansas for the purpose of
improving library service to all citizens in the Northwest Kansas area and to otherwise promote library
interest in the State of Kansas. The System accomplishes this by providing various books and materials
to libraries and citizens within the region; providing consulting, education and training services to library
personnel, trustees and volunteers; providing assistance in the coordination of information on resources
available within the region and the State of Kansas and access by citizens to those resources; and the
provision of system service grants to member libraries. The System is governed by a System Board and
an Executive Committee. The System Board is comprised of one representative from the Board of
Trustees of each participating library and the Governor’s appointee from each participating county. The
System Board adopts the annual budget and plan of services, approves officers elected by the Executive
Committee and amends the bylaws. The Executive Committee consists of one member from each county
in the System that levies a system tax as provided under K.S.A. 75-2551. At least one member of the
Executive Committee must be a Governor's appointee. The Executive Committee is empowered to
conduct all affairs of the System not reserved for the System Board.

Generally accepted accounting principles require government financial statements to include the primary
government and its component units. Component units of a government entity are legally separate
entities for which the primary government is considered financially accountable and for which the nature
and significance of their relationship with the primary government are such that exclusion would cause
the combined financial statements to be misleading or incomplete. The primary government is considered
to be financially accountable if it appoints a majority of an organization’s governing board and it imposes
its will on that organization. The primary government may also be financially accountable if an
organization is fiscally dependent on the primary government, regardless of the authority of the
organization’s governing board.

Based on the application of the criteria set forth by the Governmental Accounting Standards Board,
management has determined that the System has no component units. Accordingly these financial
statements present all of the activities of the System in accordance with generally accepted accounting
principles.

Fund Accounting

In governmental accounting, 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 following types of funds comprise the financial activities of the Northwest Kansas Library System for
the year 2009:

Governmental Funds:

General Fund--To account for all unrestricted resources except those required to be accounted for in
another fund.
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Notes to the Financial Statements - (continued) Page Two

Special Revenue Funds--To account for the proceeds of specific revenue sources (other than special
assessments or major capital projects) that are restricted by law or administrative action to expenditure
for specified purposes.

Fiduciary Funds:

Private Purpose Trust and Agency Funds--To account for assets held by the System in a trustee capacity
or as an agent for individuals, private organizations, other governmental units, and/or other funds.

Reimbursed Expenditures

Reimbursed expenses are defined as repayments of amounts remitted on behalf of another fund or party.
In accounting for such reimbursements, the System records the reimbursement as a reduction of
expenditure following the authoritative guidance of the Governmental Accounting, Auditing and
Financial Reporting.

Statutory Basis of Accounting

The statutory basis of accounting, as used in the preparation of these statutory basis financial statements,
is designed to demonstrate compliance with the cash basis and budget laws of the State of Kansas. Cash
receipts are recognized when the cash balance of a fund is increased. Expenditures include
disbursements, accounts payable, and encumbrances with disbursements being adjusted for prior year's
accounts payable and encumbrances. Encumbrances are commitments related to unperformed
(executory) contracts for goods and services, and are usually evidenced by a purchase order or written
contract. For an interfund transaction, a cash receipt is recorded in the fund receiving cash from another
fund and an expenditure is charged to the fund from which the transfer is made.

The System has approved a resolution that is in compliance with K.S.A. 75-1120a(c), waiving the
requirement for application of generally accepted accounting principles and allowing the System to use
the statutory basis of accounting.

Departure from Accounting Principles Generally Accepted in the United States of America

The basis of accounting described above results in a financial statement presentation which shows cash
receipts, cash disbursements, cash and unencumbered cash balances, and expenditures compared to
budget. Balance sheets that would have shown noncash assets such as receivables, inventories, and
prepaid expense, liabilities such as deferred revenue and matured principal and interest payable, and
reservations of the fund balance are not presented. Under accounting principles generally accepted in the
United States of America, encumbrances are only recognized as a reservation of fund balance;
encumbrances outstanding at year-end do not constitute expenditures or liabilities. Consequently, the
expenditures as reported do not present the cost of goods and services received during the fiscal year in
accordance with accounting principles generally accepted in the United States of America. Capital assets
that account for land, building, and equipment owned by the System are not presented in the financial
statements. Also, long-term debt such as general obligation bonds, revenue bonds, capital leases,
temporary notes, and compensated absences are not presented in the financial statements.

2. Budgetary Information

Kansas statutes require that an annual operating budget be legally adopted for the general fund, special
revenue funds (unless specifically exempted by statute), debt service funds, and enterprise funds. The
statutes provide for the following sequence and timetable in the adoption of the legal annual operating
budget:

20



Notes to the Financial Statements - (continued) Page Three

1. Preparation of the budget for the succeeding calendar year on or before August 1st.

2. Publication in local newspaper of the proposed budget and notice of public hearing on the budget on
or before August 5th.

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.

The statutes allow for the governing body to increase the originally adopted budget for previously
unbudgeted increases in revenue 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 for the year ended December 31, 2009.

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 fund showing
actual receipts and expenditures compared to legally budgeted receipts and expenditures.

All legal annual operating budgets are prepared using the statutory basis of accounting in which revenues
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 System for future payments and are supported by a document
evidencing the commitment, such as a purchase order or contract. Any unused budgeted expenditure
authority lapses at year-end.

A legal operating budget is not required for capital projects funds, fiduciary funds, permanent funds, and
the following special revenue funds:

State Aid Grant

FY 2008-2009 Blind & Physically Handicapped Grant
FY 2009-2010 Blind & Physically Handicapped Grant
FY 2008-2009 Interlibrary Loan Development Grant
FY 2009-2010 Interlibrary Loan Development Grant
Library Services & Technology Act Grant

FY 2008-2009 Kan Ed Broadband Subsidy Grant

FY 2009-2010 Kan Ed Broadband Subsidy Grant

Spending in funds, which are not subject to the legal annual operating budget requirement, is controlled
by federal regulations, other statutes, or by the use of internal spending limits established by the
governing body.

3. Property Taxes

Property taxes are levied December 1st of the calendar year. A lien is placed on the property when the
taxes are levied. The taxes are due 1/2 on December 20th and 1/2 the following May 10th. Any taxes
unpaid at the due dates are considered delinquent. Collection of current year property tax by the County
Treasurer is not completed, apportioned nor distributed to the various subdivisions until the succeeding
year; such procedure being in conformity with governing state statutes. Consequently, current year
property taxes receivable are not available as a resource that can be used to finance the current year
operations of the System and therefore are not susceptible to accrual.

It is not practicable to apportion delinquent taxes held by the County Treasurer at the end of the audit
period and, further, the amounts thereof are not material to the financial statements taken as a whole.
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4, Inventories and Prepaid Expenses

Inventories and prepaid expenses which benefit future periods are recorded as expenditures during the
year of purchase.

5. Deposits and Investments

As of December 31, 2009, the System had no investments except for certificates of deposit which are
considered to be a component of deposits.

K.S.A. 9-1401 establishes the depositories which may be used by the System. The statute requires banks
eligible to hold the System’s funds have a main or branch bank in the county in which the 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 the funds. In addition, K.S.A 9-1402 requires the banks to
pledge securities for deposits in excess of FDIC coverage. The System has no other policies that would
further limit interest rate risk.

K.S.A. 12-1675 limits the 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 System has
no investment policy that would further limit its investment choices.

Concentration of Credit Risk

State statutes place no limit on the amount the 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 System’s deposits may not be
returned to it. State statutes require the 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%. The System’s
designated “peak periods” are from February 15 through April 16. All deposits were legally secured at
December 31, 2009.

At December 31, 2009, the System'’s carrying amount of deposits was $116,989 and the bank balance was
$121,337. The bank balance was held by two banks resulting in a concentration of credit risk. All of the
bank balance was covered by federal depository insurance.

6. Long-term Debt

Changes in long-term liabilities for Northwest Kansas Library System for the year ended December 31,
2009 were as follows:

Balance Balance
Interest Date of Amount Rate of Beginning Reductions/ Net End of Interest
Issue Rates Issue of Issue  Maturity ofYear Additions Payments Change Year Paid
Compensated Absenses:
Vacation Pay N/A N/A N/A N/A $ 13,170 N/A N/A $ (973) $ 12,197 N/A
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7. Risk Management

The System is exposed to various risks of loss related to torts; theft of, damage to and the destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The System carries property
and casualty, general liability, and worker’s compensation insurance coverage from commercial insurance
carriers. Settled claims resulting from these risks of loss have not exceeded commercial insurance
coverage in any of the past three fiscal years.

8. Compensated Absences

Sick Leave

Full and regular part-time employees who work at least twenty hours per week are allowed paid sick
leave. Sick leave is earned at the rate of 1/24th of the annual amount of twelve normal working days each
pay period. Sick leave accumulates to a maximum of sixty working days. Unused sick leave is not paid
upon termination of the employee and therefore, the cost of accumulated sick leave has not been
computed by the library system as of December 31, 2009.

Vacation Pay

Annual vacation time with pay is granted to all full-time employees and regular part-time employees who
work at least twenty hours per week. Nonprofessionals shall accumulate, from the beginning of
employment, 1/24th of their annual amount per pay period to a maximum of twelve days with less than
five years of service and to a maximum of eighteen days with five or more years of service. Professionals
shall accumulate, from the beginning of employment, 1/24th of their annual amount per pay period to a
maximum of eighteen days with less than five years of service and to a maximum of twenty-four days
with five or more years of service. Upon termination an employee will be compensated for all unused
vacation days. The cost of accumulated vacation pay as of December 31, 2009 was $12,197.

9. Defined Benefit Pension Plan

Plan Description

Northwest Kansas Library System participates in the Kansas Public Employees Retirement System
(KPERS), a cost-sharing multiple-employer defined benefit pension plan as provided by K.S.A. 74-4901,
et. seq. KPERS provides retirement benefits, life insurance, disability income benefits, and death benefits.
Kansas law establishes and amends benefit provisions. KPERS issues a publicly available financial
report that includes financial statements and required supplementary information. That report may be
obtained by writing to KPERS (611 South Kansas Avenue, Suite 100; Topeka, Kansas 66603-3803) or by
calling 1-888-275-5737.

Funding Policy

K.S.A. 74-4919 establishes the KPERS member-employee contribution rate at 4 percent of covered salary.
The employer collects and remits member-employee contributions according to the provisions of section
414(h) of the Internal Revenue Code. State law provides that the employer contribution rate be
determined annually based on the results of an annual actuarial valuation. KPERS is funded on an
actuarial reserve bases. State law sets a limitation on annual increases in the contribution rates for
KPERS employers. The employer rate established by statute for calendar year 2009 is 6.14 percent.
Northwest Kansas Library System's employer contribution to KPERS for the years ending December 31,
2009, 2008, and 2007 were $14,552, $11,067, and $10,351, respectively, equal to the required
contributions for each year.
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10.

11.

Other Post Employment Benefits

As provided by K.S.A. 12-5040, the System allows retirees to participate in the group health insurance
plan. Each retiree would pay the full amount of the applicable premium, conceptually; the System would
be subsidizing the retirees because each participant would be charged a level premium regardless of age.
As of December 31, 2009 the System had no retirees participating in the group health insurance plan.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the 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. There
is no cost to the System under this program.

Operating Leases

Building

On December 12, 1990, the System entered into an agreement with the City of Norton to lease space in a
building commonly known as Washington Square. The agreement calls for twenty annual rentals of
$8,500, to be paid in quarterly installments, through December 2010. Unless the System notifies the City
of its intent not to renew the lease at least six months prior to the end of the twenty year lease period, the
lease will automatically be extended for an additional lease term of three years. At the end of that three
year period, the lease will automatically renew for subsequent three-year renewals, unless notice is given
by the System to the City of its intent not to renew the lease. The lease will also terminate if the City
ceases to use the building as the Norton Public Library. Payments totaling $8,500 were made during the
year ended December 31, 2009. The amounts due under this agreement in future periods are as follows:

Year Payment
2010 $ 8,500
Total $ 8,500

Copy Machine

On April 18, 2005, the System entered into an agreement, with an effective date of June 1, 2005, with
Xerox for the lease of a copy machine. The agreement calls for sixty monthly rental payments of $222.81,
plus an excess copy charge of $0.0129 per copy for copies in excess of 4,000 per month through May 1,
2010. The base rental increased to $225.39 and the excess copy charge increased to $0.0134 in July 2006.
The base rental increased to $228.09 and the excess copy charge increased to $0.0141 in July 2007. The
base rental increased to $230.92 and the excess copy charge increased to $0.0148 in July 2008. Monthly
rental payments in the amount of $230.92 were made during December 31, 2009. This lease agreement
was terminated upon execution of a new lease agreement dated February 12, 2009.

On February 12, 2009, the System entered into an agreement with an effective date of April 1, 2009, with
Xerox for the lease of a copy machine. The agreement calls for sixty monthly rental payments of $264.10,
plus an excess copy charge of $0.0084 per copy for copies in excess of 6,000 per month, plus a per copy
charge of $0.099 per copy for all color copies through April 1, 2014. Total payments made during the year
ending December 31, 2009 were 2,557.86, including monthly rental payments of $2,376.90 and overage
charges of $180.96. The amounts due under this agreement in future periods are as follows:
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12.

13.

Year Payment
2010 $ 3,169
2011 3,169
2012 3,169
2013 3,169
2014 792
Total $ 13,468

Integrated Mailing System

On June 30, 2006, the System entered into an agreement with Pitney Bowes, Inc. for the lease of an
integrated mailing system. The agreement is effective for September 30, 2006 and calls for twenty
guarterly rental payments of $279 through September 30, 2011. Payments totaling $1,116 were made
during the year ended December 31, 2009. The amounts due under this agreement in future periods are
as follows:

Year Payment
2010 $ 1,116
2011 837
Total $ 1,953

Cash Basis Compliance

K.S.A. 10-1113 requires that no indebtedness be created for a fund in excess of available monies in that
fund. The 2009-2010 Kan Ed Broadband Subsidy Grant Fund had a negative unencumbered cash balance
of $683 as of December 31, 2009. The Kan Ed Broadband Subsidy Grant is typically received by the
System prior to incurring the costs. This grant is a direct reimbursement for costs incurred between
August 2009 and July 2010. The grant proceeds were received by the System on June 3, 2010. Although
not specifically allowed as an exception to the cash basis law in the statutes, the State of Kansas, Division
of Accounts and Reports has, as a matter of practice, allowed deficit fund balances as long as the fund is
subsequently reimbursed by grant proceeds.

Comparative Data for 2008

The amounts shown for 2008 in the accompanying financial statements are included, where practicable,
only to provide a basis for comparison with 2009, and are not intended to present all information
necessary for a fair presentation. Certain amounts for 2008 may have been restated to conform with the
presentation of similar amounts for 2009.
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