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INDEPENDENT AUDITOR’S REPORT

Executive Committee
South Central Kansas Library System
South Hutchinson, Kansas 67505

We have audited the accompanying financial statements of the South Central Kansas Library System 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 Library System’s management. Our responsibility is to express an
opinion on these financial statements based on our audit. The prior year partial (and summarized)
comparative information has been derived from the Library System's December 31, 2008 financial
statements and, in our report dated May 27, 2009 we expressed an unqualified opinion on the financial
statements taken as a whole.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and 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 Library 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 reasonably 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 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 Library System, as of December 31, 2009, and its cash receipts

and expenditures or disbursements, and budgetary comparisons for the year then ended, on the basis of
| accounting described in Note 1.

Sindott, Sdnzen, ik £lod e

Certified Public Accountants

October 18, 2010

123 South Main * P.O. Box 1337 ® McPherson, KS 67460 * 620.241.1826 office * 888.241.1826 * 620:241.6926 fax




SOUTH HUTCHINSON, KANSAS
SUMMARY OF CASH RECEIPTS, EXPENDITURES AND UNENCUMBERED CASH

SOUTH CENTRAL KANSAS LIBRARY SYSTEM

STATEMENT 1

For the Year Ended December 31, 2009

Add:
Outstanding
Beginning Ending Encumbrances
Unencumbered Cash Unencumbered and Accounts Ending
Funds Cash Balance Receipts Expenditures Cash Balance Payable Cash Balance
| GENERAL FUND $ 79,054 $ 2,062,183 $ 2,000,342 $ 140,895 § 2,048 § 142,943
| SPECIAL REVENUE FUNDS:
} Capital Improvement Fund 219,251 25,000 14,860 229,391 - 229,391
\ Employee Benefits Fund 111,134 131,010 110,085 132,059 114 132,173
| Kansas State Aid Fund - 113,160 113,160 - - -
Library Foundation Fund 4,507 11 25 4,493 - 4,493
Total Special Revenue Funds 334,892 269,181 238,130 365,943 114 366,057
‘ INTERNAL SERVICE FUND:
Member Library Reimbursable Fund 36,145 46,642 44,808 37,979 - 37,979
Total Reporting Entity $ 450,091 $ 2,378,006 $ 2283280 $ 544,817 $ 2,162 § 546,979
|
COMPOSITION OF CASH:
Cash on Hand $ 67
Checking Account 96,378
Savings Account 368,041
Certificate of Deposit 78,000
Library Foundation Account 4,493
Total Reporting Entity $ 546,979
|
|
|
|
|
|
|
|
i The notes to the financial statements are an integral part of this statement. -2-




STATEMENT 2

SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

SUMMARY OF EXPENDITURES - ACTUAL AND BUDGET
(Budgeted Funds Only)
For the Year Ended December 31, 2009

Adjustment
for Expenditures
Qualifying Total Chargeable Variance -
Certified Budget Budget for to Current  Favorable

Funds Budget Credits Comparison Year {Unfavorable)
GENERAL FUND $ 2,268,031 $ - $ 2,268,031 $ 2,000,342 $ 267,689
SPECIAL REVENUE FUNDS:
Capital Improvement Fund 267,838 - 267,838 14,860 252,978
Employee Benefits Fund 173,623 - 173,623 110,085 63,538
Total Special Revenue Funds 441,461 - 441,461 124,945 316,516
Total Reporting Entity $ 2,709,492 $ - $ 2709492 $ 2,125287 $ 584,205

The notes to the financial statements are an integral part of this statement. -3-




STATEMENT 3-1

Page 1 of 4
SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS
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)
2009
Variance -
2008 Favorable
Actual Actual Budget {(Unfavorable)
Cash Receipts:
Taxes - member counties:
Ad valorem property tax $ - 8 - $ 1,887,456 $ (1,887,456)
Delinquent tax collections - - 3,000 (3,000)
Motor vehicle tax - - 168,463 (168,463)
Recreational vehicle tax - - 3,683 (3,683)
Heavy truck tax - - 6,188 (6,188)
M&E slider tax - - 5,371 (5,371)
LAVTR - - 20,000 (20,000)
Excise tax - - 500 (500)
In lieu of tax - - 500 (500)
Barber County Treasurer:
Ad valorem property tax 79,432 94,250 - 94,250
Delinquent tax collections 562 932 - 932
Motor vehicle tax 2,274 2,290 - 2,290
Recreational vehicle tax 46 42 - 42
Heavy truck tax 687 717 - 717
M&E slider tax 126 319 - 319
Total Barber County Treasurer 83,127 98,550 - 98,550
Butler County Treasurer:
Ad valorem property tax 270,750 276,935 - 276,935
Delinquent tax collections 6,658 6,645 - 6,645
Motor vehicle tax 30,355 30,874 - 30,874
Recreational vehicle tax 666 718 - 718
Heavy truck tax 706 726 - 726
M&E slider tax 1,777 994 - 994
In lieu of tax - 30 - 30
Total Butler County Treasurer 310,912 316,922 - 316,922
Cowley County Treasurer:
Ad valorem property tax 88,679 89,667 - 89,667
Delinquent tax collections 1,753 2,541 - 2,541
Motor vehicle tax 14,205 13,837 - 13,837
Recreational vehicle tax 376 392 - 392
Heavy truck tax 823 764 - 764
| In lieu of tax 359 - - -
‘ Total Cowley County Treasurer 106,195 107,201 - 107,201
| The notes to the financial statements are an integral part of this statement. -4-

S



STATEMENT 3-1
Page 2 of 4

SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

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)

2009
Variance -
2008 Favorable
Actual Actual Budget (Unfavorable)
Cash Receipts (cont.):
Taxes - member counties (cont.):
Harper County Treasurer:
Ad valorem property tax $ 57,433 $ 55,322 $ - 9% 55,322
Delinquent tax collections 832 2,558 - 2,558
Motor vehicle tax 2,371 2,616 - 2,616
Recreational vehicle tax a7 51 - 51
Heavy truck tax 133 122 - 122
Total Harper County Treasurer 60,816 60,669 - 60,669
Harvey County Treasurer:
Ad valorem property tax 78,208 77,949 - 77,949
Delinquent tax collections 932 505 - 505
Motor vehicle tax 9,680 9,936 - 9,936
Recreational vehicle tax 220 238 - 238
Heavy truck tax 274 281 - 281
Total Harvey County Treasurer 89,314 88,909 - 88,909
Kingman County Treasurer:
Ad valorem property tax 77,016 83,809 - 83,809
Delinquent tax collections 1,140 1,314 - 1,314
Motor vehicle tax 5,088 5,166 - 5,166
Recreational vehicle tax 120 124 - 124
Heavy truck tax 693 705 - 705
Antique tax 112 88 - 88
Total Kingman County Treasurer 84,169 91,206 - 91,206
McPherson County Treasurer:
Ad valorem property tax 137,933 144,744 - 144,744
Delinquent tax collections 1,665 1,508 - 1,508
Motor vehicle tax 10,769 11,122 - 11,122
Recreational vehicle tax 234 262 - 262
Heavy truck tax 430 418 - 418
M&E slider tax 755 985 - 985
Total McPherson County Treasurer 151,786 159,039 - 159,039

The notes to the financial statements are an integral part of this statement. -5-




STATEMENT 3-1

Page 3 of 4
SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS
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)
2009
Variance -
2008 Favorable
Actual Actual Budget (Unfavorable)
Cash Receipts (cont.):
Taxes - member counties (cont.):
Reno County Treasurer:
Ad valorem property tax $ 202,961 $ 202452 $ - $ 202,452
Delinquent tax collections 5,455 4,327 - 4,327
Motor vehicle tax 20,442 20,812 - 20,812
Recreational vehicle tax 375 400 - 400
Heavy truck tax 814 747 - 747
In lieu of tax 89 75 - 75
MVL excise tax 13 19 - 19
Total Reno County Treasurer 230,149 228,832 - 228,832
Rice County Treasurer:
Ad valorem property tax 71,223 76,731 - 76,731
Delinquent tax collections . 923 894 - 894
Motor vehicle tax 3,409 3,653 - 3,653
Recreational vehicle tax 82 91 - 91
Heavy truck tax 301 332 - 332
M&E slider tax 682 369 - 369
Total Rice County Treasurer 76,620 82,070 - 82,070
Sedgwick County Treasurer:
Ad valorem property tax 541,437 556,712 - 556,712
Delinquent tax collections 8,460 8,936 - 8,936
Motor vehicle tax 61,253 60,412 - 60,412
Recreational vehicle tax 1,178 1,193 - 1,193
Heavy truck tax 725 755 - 755
MVL excise tax 435 374 - 374
M&E slider tax 1,633 4,671 - 4,671
Total Sedgwick County Treasurer 615,121 633,053 - 633,053
Stafford County Treasurer:
Ad valorem property tax 58,680 70,714 - 70,714
Delinquent tax collections 472 1,126 - 1,126
Motor vehicle tax 2,378 2,376 - 2,376
Recreational vehicle tax 61 65 - 65
Heavy truck tax 722 802 - 802
Total Stafford County Treasurer 62,313 75,083 - 75,083

The notes to the financial statements are an integral part of this statement. -6-



STATEMENT 3-1

Page 4 of 4
SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS
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)
2009
Variance -
2008 Favorable
Actual Actual Budget (Unfavorable)
Cash Receipts (cont.):
Taxes - member counties (cont.):
Sumner County Treasurer:
Ad valorem property tax $ 88,221 $ 89,457 $ - $ 89,457
Delinquent tax collections 2,242 1,669 - 1,669
Motor vehicle tax 10,836 13,002 - 13,002
Recreational vehicle tax 232 284 - 284
Heavy truck tax 738 769 - 769
M&E slider tax 1,458 639 - 639
Total Sumner County Treasurer 103,727 105,820 - 105,820
Total Taxes - member counties 1,974,249 2,047,354 2,095,161 (47,807)
KAN-ED grant 3,000 - - -
Contractual services income 1,750 3,663 2,000 1,663
Interest 10,666 2,253 25,000 (22,747)
Rent income 31,212 - 2,601 (2,601)
Insurance claim proceeds 24,768 - - -
Miscellaneous 2,009 8,913 2,000 6,913
Total Cash Receipts 2,047 654 2,062,183 $ 2,126,762 $ (64,579)
Expenditures:
Personal services 457,359 443319 $ 509,278 $ 65,959
Contractual services 140,140 122,468 170,753 48,285
Commodities 81,611 65,255 85,000 19,745
Capital outlay 32,818 61,536 81,193 19,657
Aid to system units 982,000 982,000 982,000 -
Grant expenditures 137,264 128,276 155,000 26,724
Travel 32,266 28,754 36,000 7,246
Member library CE and training 37,708 31,152 36,000 4,848
Vehicle expense 19,638 12,294 20,000 7,706
Services contingency 45,853 55,849 75,000 19,151
Building lease 35,071 35,071 35,072 1
Copiers lease 6,430 9,368 6,430 (2,938)
Technology 25,279 - - -
Neighborhood revitalization rebate - - 1,305 1,305
Transfer to Member Library Reimbursable Fund 30,000 - - -
Transfer to Capital Improvement Fund 59,000 25,000 75,000 50,000
Total Expenditures 2,122 437 2,000,342 $ 2,268,031 $ 267,689
Receipts over (under) Expenditures (74,783) 61,841
Unencumbered Cash, Beginning of Year 153,837 79,054
Unencumbered Cash, End of Year $ 79,054 $ 140,895
The notes to the financial statements are in integral part of this statement. -7-



STATEMENT 3-2

SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

SPECIAL REVENUE FUND
CAPITAL IMPROVEMENT 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)

2009
Variance -
2008 Favorable
Actual Actual Budget  (Unfavorable)
Cash Receipts:
Transfer from General Fund $ 59,000 $ 25,000 $ 75,000 $ (50,000)
Expenditures:
Equipment and maintenance 33,687 14,860 $§ 267838 $ 252,978
1 Receipts over (under) Expenditures 25,413 10,140
| Unencumbered Cash, Beginning of Year 193,838 219,251
|

Unencumbered Cash, End of Year $ 219251 § 229,391

The notes to the financial statements are an integral part of this statement. -8-



STATEMENT 3-3

Page 1 of 4
| SOUTH CENTRAL KANSAS LIBRARY SYSTEM
| SOUTH HUTCHINSON, KANSAS
SPECIAL REVENUE FUND
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)
2009
Variance -
2008 Favorable
Actual Actual Budget (Unfavorable)
Cash Receipts:
Taxes - member counties:
Ad valorem property tax $ - $ - 8 120,813 $ (120,813)
Motor vehicle tax - - 10,783 (10,783)
Recreational vehicle tax - - 236 (236)
Heavy truck tax - - 396 (396)
M&E slider tax - - 344 (344)
LAVTR - - 5,000 (5,000)
Barber County Treasurer:
Ad valorem property tax 5,084 6,055 - 6,055
Delinquent tax collections 36 60 - 60
Motor vehicle tax 146 147 - 147
Recreational vehicle tax 3 3 - 3
Heavy truck tax 44 46 - 46
M&E slider tax 8 20 - 20
Total Barber County Treasurer 5,321 6,331 - 6,331
Butler County Treasurer:
Ad valorem property tax 17,330 17,745 - 17,745
Delinquent tax collections 426 425 - 425
Motor vehicle tax 1,943 883 - 883
Recreational vehicle tax 43 22 - 22
Heavy truck tax 45 46 - 46
M&E slider tax 114 64 - 64
Total Butler County Treasurer 19,901 19,185 - 19,185
Cowley County Treasurer:
Ad valorem property tax 5,934 6,704 - 6,704
Delinquent tax collections 110 163 - 163
Motor vehicle tax 909 886 - 886
Recreational vehicle tax 24 25 - 25
Heavy truck tax 53 49 - 49
In lieu of tax 23 - - -
Total Cowley County Treasurer 7,053 7,827 - 7,827

The notes to the financial statements are an integral part of this statement. -9-




STATEMENT 3-3

Page 2 of 4
SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS
SPECIAL REVENUE FUND
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)
2009
Variance -
2008 Favorable
Actual Actual Budget (Unfavorable)
Cash Receipts (cont.):
Taxes - member counties (cont.):
Harper County Treasurer:
Ad valorem property tax $ 3676 $ 3545 $ - $ 3,545
Delinquent tax collections 54 164 - 164
Motor vehicle tax 152 167 - 167
Recreational vehicle tax 3 3 - 3
Heavy truck tax 9 8 - 8
Total Harper County Treasurer 3,894 3,887 - 3,887
Harvey County Treasurer:
Ad valorem property tax 5,006 4,995 - 4,995
Delinquent tax collections 59 32 - 32
Motor vehicle tax 620 636 - 636
| Recreational vehicle tax 14 16 - 15
| Heavy truck tax 18 18 - 18
Total Harvey County Treasurer 5,717 5,696 - 5,696
| Kingman County Treasurer: -
Ad valorem property tax 4,930 5,370 - 5,370
Delinquent tax collections 73 84 - 84
Motor vehicle tax 326 331 - 331
Recreational vehicle tax 8 8 - 8
Heavy truck tax 44 45 - 45
Antique tax 7 6 - 6
Total Kingman County Treasurer 5,388 5,844 - 5,844
McPherson County Treasurer:
Ad valorem property tax 8,829 9,275 - 9,275
Delinquent tax collections 107 97 - 97
Motor vehicle tax 689 712 - 712
Recreational vehicle tax 15 17 - 17
Heavy fruck tax 28 27 - 27
M&E slider tax 48 63 - 63
Total McPherson County Treasurer 9,716 10,191 - 10,191

The notes to the financial statements are an integral part of this statement. -10-




STATEMENT 3-3

Cash Receipts (cont.):
Taxes - member counties (cont.):
Reno County Treasurer:

Ad valorem property tax
Delinquent tax collections
Motor vehicle tax
Recreational vehicle tax
Heavy truck tax
In lieu of tax
MVL excise tax

Total Reno County Treasurer

Rice County Treasurer:
Ad valorem property tax
Delinquent tax collections
Motor vehicle tax
Recreational vehicle tax
Heavy truck tax
M&E slider tax

Total Rice County Treasurer

Sedgwick County Treasurer:
Ad valorem property tax
Delinquent tax collections
Motor vehicle tax
Recreational vehicle tax
Heavy truck tax
MVL excise tax
M&E slider tax

Total Sedgwick County Treasurer

Page 3 of 4
SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS
SPECIAL REVENUE FUND
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)
2009
Variance -
2008 Favorable
Actual Actual Budget  (Unfavorable)
$ 12,991 $ 12972 $ $ 12,972
349 277 277
1,308 1,332 1,332
24 26 26
52 48 48
6 5 5
1 1 1
14,731 14,661 14,661
4,559 4,925 4,925
59 57 57
218 234 234
5 6 6
19 - -
44 24 24
4,904 5,246 5,246
34,657 35,670 35,670
541 572 572
3,921 3,867 3,867
75 76 76
46 48 48
28 24 24
105 299 299
39,373 40,556 40,556
-11 -

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




STATEMENT 3-3

Page 4 of 4
SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS
SPECIAL REVENUE FUND
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)
2009
Variance -
2008 Favorable
Actual Actual Budget  (Unfavorable) |
Cash Receipts (cont.): 1
Taxes - member counties (cont.):
Stafford County Treasurer:
Ad valorem property tax $ 3756 $ 4528 $ - 8 4,528
Delinquent tax collections 30 72 - 72
Motor vehicle tax 152 152 - 162
Recreational vehicle tax 4 4 - 4
Heavy truck tax 46 51 - 51
Total Stafford County Treasurer 3,988 4,807 - 4,807
Sumner County Treasurer:
Ad valorem property tax 5,647 5,732 - 5,732
Delinquent tax collections 144 107 - 107
Motor vehicle tax 694 832 - 832
| Recreational vehicle tax 15 18 - 18
Heavy truck tax 47 49 - 49
| M&E slider tax 93 41 - 41
1 Total Sumner County Treasurer 6,640 6,779 - 6,779
i Total Cash Receipts 126,626 131,010 $ 137,572 $ (1,218)
} Expenditures:
} Cafeteria plan management 2,646 828 $ 2500 $ 1,672
Health insurance 25,233 30,732 89,267 58,5635
Life insurance 2,639 2,846 3,500 654
KPERS 23,768 25,273 19,515 (5,758)
Social security and medicare 34,058 34,050 33,000 (1,050)
Tax sheltered annuity 17,467 14,761 20,699 5,938
Unemployment insurance 935 445 400 (45)
Wellness program 857 1,150 1,200 50
Workers' compensation - - 3,458 3,458
Neighborhood Reviitalization Rebate - - 84 84
Total Expenditures 107,603 110,085 $ 173,623 $ 63,538
Receipts over (under) Expenditures 19,023 20,925
Unencumbered Cash, Beginning of Year 92,111 111,134
Unencumbered Cash, End of Year $ 111,134 $ 132,059

The notes to the financial statements are an integral part of this statement. -12 -




STATEMENT 3-4

SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

SPECIAL REVENUE FUND
KANSAS STATE AID 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)

2008 2009
Cash Receipts:
State aid $ 123,747 $ 113,160
Expenditures:
Contractual services 73,964 72,247
Commodities 20,619 10,913
Capital outlay 29,164 30,000
Total Expenditures 123,747 113,160
Receipts over (under) Expenditures - -
Unencumbered Cash, Beginning of Year - -
Unencumbered Cash, End of Year $ - $ -

The notes to the financial statements are an integral part of this statement. -13-



STATEMENT 3-5

SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

SPECIAL REVENUE FUND
KAN-ED GRANT 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)

2008 2009

Cash Receipts:
Grant income $ 18817 § -

Expenditures
Grant expense 18.817 -

Receipts over (under) Expenditures - -

Unencumbered Cash, Beginning of Year - -

Unencumbered Cash, End of Year $ - $ -

The notes to the financial statements are an integral part of this statement. -14 -



SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

LIBRARY FOUNDATION FUND

SPECIAL REVENUE FUND

STATEMENT 3-6

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)

Cash Receipts:
Interest income
Grants
Donations
Total Cash Receipts
Expenditures:

Commodities
Grant expenses

Total Expenditures

Receipts over (under) Expenditures

Unencumbered Cash, Beginning of Year

Unencumbered Cash, End of Year

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

2008 2009

$ 7% $ 11
175 -

1,700 -
1,950 11

15 25

14,888 -
14,903 25
(12,953) (14)
17,460 4,507

$ 4507 $§ 4493

-15-



STATEMENT 3-7

SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

INTERNAL SERVICE FUND
MEMBER LIBRARY REIMBURSABLE 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)

2008 2009
Cash Receipts:
Billings to units, affiliates and others
for books, equipment and supplies $ 71,390 $ 46422
Miscellaneous income 1,250 220
Transfer from General Fund 30,000 -
Total Cash Receipts 102,640 46,642
Expenditures:

Cost of books, equipment and supplies 80,631 44,808
Receipts over (under) Expenditures 22,009 1,834
Unencumbered Cash, Beginning of Year 14,136 36,145
Unencumbered Cash, End of Year $ 36145 $ 37,979

i
|
i
l
The notes to the financial statements are an integral part of this statement. -16 -




SOUTH CENTRAL KANSAS LIBRARY SYSTEM
SOUTH HUTCHINSON, KANSAS

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2009

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Reporting Entity

The South Central Kansas Library System (Library System) was organized by Kansas Legisiature House Bill
621 in 1965 to provide access to library materials and service for the libraries and patrons of participating
counties. The Library System is a municipal corporation governed by a thirteen-member Executive
Committee. These financial statements present all funds that are administered and controlled by the
Executive Committee.

Blended Component Unit. A component unit should be reported as part of the primary government when its
governing body is substantively the same as the governing body of the primary government or the component
unit provides services entirely, or almost entirely, to the primary government or otherwise exclusively, or
almost exclusively, benefits the primary government even though it does not provide services directly to it.

Library Foundation. The Foundation was formed during 2006 to provide for member libraries.
The Foundation can sue and be sued, can buy, sell or lease real property, and can issue bonds.
Financial information for the Library Foundation may be obtained from the administrative offices
of the entity at 321A N. Main Street, South Hutchinson, Kansas 67505. The Library Foundation
is presented as a special revenue fund.

(b) Basis of Presentation - Fund Accounting

The accounts of the Library System are organized on the basis of funds, each of which is considered to be a
separate accounting entity. Each fund is accounted for by a separate set of self-balancing accounts that
comprises its assets, liabilities, fund balance, revenues and expenditures/expenses. Fund accounting
segregates funds according to their intended purpose and is used to aid management in demonstrating
compliance with finance-related legal and contractual provisions. The minimum number of funds are
maintained consistent with legal and managerial requirements.

The Library System’s funds are grouped into two fund types and three generic funds as described below:

Governmental Fund Types

These are the funds through which most governmental functions typically are financed. The generic funds
included in this fund type are as follows:

General Fund — This fund is established to account for resources devoted to financing the general
services of the Library System. This fund is charged with all costs of operating the Library System
for which a separate fund has not been established.

Special Revenue Funds - These funds are established to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specified purposes. K.S.A. 12-1258
authorizes the Library System to transfer an amount not to exceed 10% of the money credited to the
General Fund to the Capital Improvement Fund.

Proprietary Fund Type
This fund accounts for operations that are self-supporting through user charges. The generic fund included in
this category is as follows:
Internal Service Fund - This fund is established to account for the financing of goods or services
provided by the Library System to other governments on a mostly cost-reimbursement basis.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

(c) Basis of Accounting

The statutory basis of accounting, as used in the preparation of these 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, and an expenditure is charged to the fund from which the
transfer is made.

The Library 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 Library System to use
the statutory basis of accounting.

(d) 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, expenditures, 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 the land, buildings, and
equipment owned by the municipality are 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.

(e) Budgetary Information

Kansas statutes require that an annual operating budgét 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:

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

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

3. Public hearing on or before August 15™, but at least ten days after publication of notice of hearing.

4. Adoption of the final budget on or before August 25",

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 in
2008.

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.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)
(e) Budgetary Information (cont.)

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 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.

A legal operating budget is not required for the Kansas State Aid Fund, KAN-ED Grant Fund, Library
Foundation Fund or the Member Library Reimbursable Fund. 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.

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Compliance with Kansas Statutes

No statute violations were noted during 2009.

3. DEPOSITS AND INVESTMENTS

K.S.A. 9-1401 establishes the depositories which may be used by the Library System. The statute requires
banks eligible to hold the Library System’s funds have a main or branch bank in the county in which the Library
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 Library System has no other policies that
would further limit interest rate risk.

K.S.A. 12-1675 limits the Library 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 Library 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 Library 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 Library
System'’s deposits may not be returned to it. State statutes require the Library 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. All deposits were legally secured at December 31, 2009.

At December 31, 2009, the Library System’s carrying amount of deposits was $546,912 and the bank balance
was $586,637. The bank balance was held by two banks resulting in a concentration of credit risk. Of the
bank balance, $254,493 was covered by federal depository insurance and the remaining $332,144 was
collateralized with securities held by the pledging financial institutions’ agents in the Library System’s name.

Custodial credit risk — investments. For an investment, this is the risk that, in the event of the failure of the
issuer or counterparty, the Library System will not be able to recover the value of its investments or collateral

securities that are in the possession of an outside party. State statutes require investments to be adequately
secured.
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4. LONG-TERM DEBT

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

Date of Balance Balance
Interest Dateof  Amount Final Beginning Reductions/ Net End of  Interest
Issue Rates Issue of Issue Maturity of Year Additions Payments Change Year Paid
Capital Lease:
Office Building 8.00% 2005 § 270,000 2017 $ 208275 $ - 8 19,100 $ (19,100) $ 189,176 $ 15,971
Compensated Absences N/A N/A N/A N/A 36,223 3,065 - 3,085 39,288
Total Long-Term Debt $ 244498 $§ 3085 $ 19,100 $ (16,035) $228463 $ 15971

Current maturities of long-term debt and interest for the next five years and in five year increments through
maturity are as follows:

Year
2015-
2010 2011 2012 2013 2014 2017 Total

Principal:
Capital Lease:

Office Building $ 20685 $ 22402 § 24,261 $ 26,275 $ 28,456 § 67,096 $ 189,175
Interest:
Capital Leases:

Office Building 14,386 12,670 10,810 8,797 6,616 5,969 59,248
Total Principal and Interest $ 35071 § 35,072 § 35071 § 35,072 $ 35072 § 73,085 $§ 248423

5. PENSION COSTS AND EMPLOYEE BENEFITS
(a) Defined Benefit Pension Plan

Plan Description. The Library System contributes to 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 S. Kansas, Suite 100, Topeka, KS 66603-3869) or by calling 1-888-275-5737.

Funding Policy. K.S.A. 74-4919 establishes the KPERS member-employee contribution rate at 4% 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
rates be determined annually based on the results of an annual actuarial valuation. KPERS is funded on an
actuarial reserve basis. State law sets a limitation on annual increases in the employer contribution rates.
The KPERS employer rate established for calendar year 2009 is 6.54%. (Included in this rate is the
contribution for Group Death and Disability Insurance of 1.0% from March 1, 2009 through November 30,
2009). The Library System’s employer contributions to KPERS for the years ending December 31, 2009,

2008 and 2007 were $28,583, $23,768 and $20,987 respectively, equal to the required contributions for each
year.
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5. PENSION COSTS AND EMPLOYEE BENEFITS (CONT.)
(b) Other Employee Benefits '

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.

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).

s 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).

e 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, accumuiating 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).

In addition, employees earn four special non-closing holidays. These days are to be used as annual leave
subject to the maximum accumulation limits and are credited in the foliowing manner:

One day at the end of March
One day at the end of June

One day at the end of September
One day at the end of December

Annual leave in excess of accumulated maximum limits shall be forfeited as of December 31 of each year.
Unearned annual leave cannot be taken in advance. An employee shall be paid for all accumulated annual
leave upon termination.

Sick Leave - Full-time employees are entitled to sick leave with pay for absences resulting from personal
illiness, injuries, accidents or other physical incapacities, occurring either on or off the job and other
circumstances as described in the Policy Manual. Full-time employees earn sick leave beginning with the
month of employment at the rate of 6.67 hours per month or 80 hours per year. Full time employees may
accrue up to 320 hours.

Part-time employees earn sick leave beginning with the month of employment at the rate of 5 hours per month
for 3/4 time employees and 3.33 hours per month for 1/2 time employees. 3/4 time employees may accrue up
to 240 hours and 1/2 time employees may accrue up to 160 hours.

Any employee who uses less than 25% of their annually earned sick leave will receive one extra day of annual
leave in January of the following year. Upon resignation or termination of employment an employee shall not
be paid for accumulated sick leave. Accordingly, no provision for accumulated sick leave has been made in
the accompanying financial statements.

(c) Other Post Employment Benefits

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 these financial statements.

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the government 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
government under this program.
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6.

7.

OPERATING LEASES

On March 28, 2005, the Library System entered into a sixty month operating lease agreement with Danka
Financial Services for two Toshiba digital copier systems. The lease consists of minimum monthly payments
of $536 which includes a principal and interest payment of $458 plus a service and maintenance fee of $78.
Excess copies are charged in addition to the minimum payment. This operating lease was paid off in 2009.

SUBLEASE

South Central Kansas Library System entered into a sublease agreement in January 2006 with Odyssey
Health Care Operating A, LP, a Delaware limited partnership doing business as Odyssey Health Care of
Wichita, 125 North Market, Suite 920, Wichita, KS to sublease a portion of a building containing a floor area of
approximately 3,130 square feet, located at 321 North Main Street, South Hutchinson, KS 67505 for a three-
year period ending January 2009. The sublease agreement was not renewed.

8. CLAIMS AND JUDGMENTS

The Library System participates in federal, state and county programs that are fully or partially funded by
grants received from other governmental units. Expenditures financed by grants are subject to audit by the
appropriate grantor government. If expenditures are disallowed due to noncompliance with grant program
regulations, the Library System may be required to reimburse the grantor government. As of October 18,
2010 grant expenditures have not been audited, but the Library System believes that disallowed expenditures,
if any, will not have a material effect on any of the individual governmental funds or the overall financial
position of the Library System.

During the ordinary course of its operations the Library System is exposed to various ciaims, legal actions and
complaints. It is of the opinion of the Library System’s management that any current matters are not
anticipated to have a material financial impact on the Library System.

The Library System is exposed to various risks of loss related to property loss; torts; theft of, damage to, and
destruction of assets; errors and omissions; employee injuries and natural disasters. The Library System has
purchased commercial insurance for these potential risks. There have been no significant reductions in
insurance coverage from 2008 to 2009 and there were no settlements that exceeded insurance coverage in
the past three years.

INTERFUND TRANSFERS

A summary of operating transfers by fund is as follows:

Statutory
From To Authority Amount
General Capital Improvement 12-1,118 $ 25,000
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