
UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

AUDIT REPORT
For the fiscal year ended June 30, 2012



UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

AUDIT REPORT
For the fiscal year ended June 30, 2012

C O N T E N T S

Page
Number

Independent Auditor's Report 1

FINANCIAL STATEMENTS

Statement 1
Statement of Cash Receipts, Expenditures and Unencumbered Cash 3

Notes to the Financial Statements 5

SUPPLEMENTAL SCHEDULES

Schedule 1
Summary of Expenditures – Actual and Budget 11

Schedule 2-1
Schedule of Revenue and Expenditures – Budget and Actual – General Fund 12

Schedule 2-2
Schedule of Revenue and Expenditures – Budget and Actual –

Employee Benefits Fund 13



1

INDEPENDENT AUDITOR'S REPORT

Unified School District No. 210
Recreation Commission
Hugoton, Kansas  67951

We have audited the summary statement of cash receipts, expenditures, and unencumbered cash
balances of the Unified School District No. 210 Recreation Commission, Hugoton, Kansas, a
component unit of Unified School District No. 210, Hugoton, Kansas, as of and for the year ended
June 30, 2012.  This financial statement is the responsibility of the Unified School District No. 210
Recreation Commission's management.  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 Guide.  Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.  An audit 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 2, the Unified School District No. 210 Recreation Commission has
prepared this financial statement using 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 effects on
the financial statement of the variances between these statutory 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
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 Unified School District No. 210
Recreation Commission as of June 30, 2012, or the respective changes in financial position and
changes in cash flows, where applicable, for the year then ended.
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Unified School District No. 210
Recreation Commission
Hugoton, Kansas  67951
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In our opinion, the financial statement referred to above presents fairly, in all material respects, the
aggregate cash and unencumbered cash balance of the Unified School District No. 210 Recreation
Commission as of June 30, 2012, and the aggregate cash receipts and expenditures for the year then
ended, on the basis of accounting described in Note 2.

Our audit was conducted for the purpose of forming an opinion on the financial statement.  The
summary of expenditures-actual and budget and individual fund schedules of cash 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 statutory financial statements.  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 financial statement.  The information has been subjected to the
auditing procedures applied in the audit of the financial statement and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statement or to the 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 financial
statement as a whole.

Hay•Rice & Associates, Chartered
August 28, 2012
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

Statement 1

STATEMENT OF CASH RECEIPTS, EXPENDITURES
AND UNENCUMBERED CASH
For the year ended June 30, 2012

Add
Beginning Ending Outstanding

Unencumbered Unencumbered Encumbrances Ending
Cash Cash Cash & Accounts Cash

Funds Balance Receipts Expenditures Balance Payable Balance
Governmental Type Funds:

General Fund $869,932 $747,274 $663,221 $953,985 $  24,247 $978,232
Special Revenue Funds:

Employee Benefits Fund - 70,000 70,000 - - -

Total Reporting Entity $869,932 $817,274 $733,221 $953,985 $ 24,247 $978,232

The notes to the financial statements are an integral part of this statement.
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

Statement 1
(Continued)

STATEMENT OF CASH RECEIPTS, EXPENDITURES
AND UNENCUMBERED CASH
For the year ended June 30, 2012

Ending Cash Balance $978,232

Composition of Cash:
Cash in Bank:

Checking account $  41,909
Savings account 852,694
Savings account – Employee benefits 16,646

Certificates of Deposit:
Citizens State Bank 66,983

Total Reporting Entity $978,232

The notes to the financial statements are an integral part of this statement.
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

NOTES TO THE FINANCIAL STATEMENTS
For the years ended June 30, 2012 and 2011

Note 1: Reporting Entity

The Unified School District No. 210 Recreation Commission is a jointly governed
organization.  The governing body of the Recreation Commission consists of five members
of which the Unified School District No. 210 school board appoints two members, the
Hugoton City Council appoints two members and one member is selected at large.

Note 2: Accounting Policies

Fund Descriptions

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 recreation commission
for the year ending June 30, 2012:

General Fund – to account for all unrestricted resources except those required to be
accounted for in some other fund.

Employee Benefits Contribution Fund – to account for the recreation commission's share
of employee benefits.

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
Kansas.  Cash receipts are recognized when the cash balance of a fund is increased.  For an
interfund transaction, a cash receipt is recorded in the fund receiving the cash from another
fund.  Cash disbursements are recognized when the cash balance of a fund is decreased.  For
an interfund transaction, a cash disbursement is recorded in the fund from which the cash is
transferred.  Expenditures include disbursements, 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.
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

NOTES TO THE FINANCIAL STATEMENTS
For the years ended June 30, 2012 and 2011

(Continued)

Note 2: Basis of Accounting (Continued)

The municipality 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 municipality to use the statutory basis of accounting.

Departure from Generally Accepted Accounting Principles

The basis of accounting described above results in a financial statement presentation which
shows cash receipts, cash 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 generally accepted accounting principles.  General capital
assets that account for the land, buildings and equipment owned by the municipality are not
presented in the financial statements.  Also, general long-term debt such as general
obligation bonds, revenue bonds, capital leases, temporary notes and compensated absences
are not presented in the financial statements.

Tax Cycle

In Kansas, the County Clerk calculates the final tax levy rates necessary to finance the
budget subject to any legal limitations.  The clerk then certifies the tax roll to the County
Treasurer, who prepares tax statements and receives payments.  Taxes are levied in
November and are due by December 20.  Taxpayers may elect to pay in two installments,
with the second half due by May 10.
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

NOTES TO THE FINANCIAL STATEMENTS
For the years ended June 30, 2012 and 2011

(Continued)

Note 3: Budgetary Information

Kansas statutes require that an annual operating budget be legally adopted for the General
Fund.  Although directory rather than mandatory, the statutes provide for the following
sequence and timetable in the adoption of the legal annual operating budget:

1. Preparation of the budget for the succeeding calendar year on or before August 1.
2. Publication in a local newspaper 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 for this
year.

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
municipality 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.

Note 4: Statutory Compliance

No statutory violations were noted.
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

NOTES TO THE FINANCIAL STATEMENTS
For the years ended June 30, 2012 and 2011

(Continued)

Note 5: Deposits and Investments

K.S.A. 9-1401 establishes the depositories which may be used by the Unified School District
No. 210 Recreation Commission.  The statute requires banks eligible to hold the Unified
School District No. 210 Recreation Commission's funds have a main or branch bank in the
county in which the Recreation Commission is located 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 Unified School District No. 210 Recreation
Commission has no other policies that would further limit interest rate risk.

K.S.A. 12-1675 limits the Unified School District No. 210 Recreation Commission'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 Unified
School District No. 210 Recreation Commission has no investment policy that would further
limit its investment choices.

Concentration of Credit Risk – State statutes place no limit on the amount the Unified
School District No. 210 Recreation Commission 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 Unified School District No. 210 Recreation Commission's deposits may not be
returned to it.  State statutes require the Recreation Commission'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 Unified School District No. 210 Recreation
Commission has no "peak periods".  All deposits were legally secured at June 30, 2012.

At June 30, 2012, the Unified School District No. 210 Recreation Commission's carrying
amount of deposits, including certificates of deposit, was $978,232.  The bank balance was
$691,719.  Of the bank balance, $334,553 was covered by FDIC insurance and the remaining
$357,166 was collateralized with securities held by the pledging financial institutions' agents
in the Unified School District No. 210 Recreation Commission's name.



9

UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

NOTES TO THE FINANCIAL STATEMENTS
For the years ended June 30, 2012 and 2011

(Continued)

Note 5: Deposits and Investments (Continued)

Custodial Credit Risk – Investments – For an investment, this is the risk that, in the event of
the failure of the issuer or counterparty, the Unified School District No. 210 Recreation
Commission 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.

Note 6: Compensated Absences

The Recreation Commission does not allow for compensated absences such as sick leave.
Therefore, no accrual of a liability is necessary at June 30, 2012.

Note 7: Defined Benefit Pension Plan

Unified School District No. 210 Recreation Commission 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) or by calling 1-888-
275-5737.

K.S.A. 74-4919 establishes the KPERS member-employee contribution rate at 4% of
covered salary for all employees hired before July 1, 2009 and 6% for all employees hired
after July 1, 2009.  Member-employees’ contributions are withheld by their employer and
paid to KPERS according to the provisions of 414(h) of the Internal Revenue Code.  The
State of Kansas is required to contribute the remaining amount necessary to achieve the
actuarially determined contribution rate.  Kansas contributes 9.77% of covered payroll as of
June 30, 2012.  These contribution requirements are established by KPERS and are
periodically revised. Kansas' contributions to KPERS for all Kansas public school
employees for the years ending June 30, 2012, 2011 and 2010 were $298,635,383,
$253,834,044 and $140,318,394, respectively.
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

NOTES TO THE FINANCIAL STATEMENTS
For the years ended June 30, 2012 and 2011

(Continued)

Note 8: Long-Term Debt

Changes in long-term liabilities for the Recreation Commission for the year ended June 30, 2012 were as follows:

Date of Balance Balance
Interest Date Amount Final Beginning Reductions/ Net End Interest

Issue Rate of Issue of Issue Maturity of Year Additions Payments Change of Year Paid

Capital lease purchase (slide) 3.75% 12/10/2008 $320,000 2/01/2014 $185,632 - $110,102 $ (110,102) $ 75,530 $ 5,388

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

6-30-13 6-30-14 Total
Principal:

Capital lease purchase (slide) $  66,676 $    8,854 $  75,530
Interest:

Capital lease purchase (slide) 2,832 332 3,164

Total Principal and Interest $ 69,508 $ 9,186 $ 78,694
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

Schedule 1

SUMMARY OF EXPENDITURES – ACTUAL AND BUDGET
For the year ended June 30, 2012

Expenditures Variance
Certified Chargeable to Favorable

Funds Budget Current Year (Unfavor.)
Governmental Type Fund:

General Fund $1,619,461 $663,221 $956,240
Special Revenue Fund:

Employee Benefits Fund 70,000 70,000 -
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas
Schedule 2-1

SCHEDULE OF REVENUE AND EXPENDITURES
BUDGET AND ACTUAL – GENERAL FUND

For the year ended June 30, 2012
(with comparative actual totals for the prior year ended June 30, 2011)

Current Year
Variance Prior
Favorable Year

Actual Budget (Unfavor.) Actual
Revenue

Appropriations from USD 210 $670,000 $   670,000 $ - $651,500
Ceramics 13,628 10,000 3,628 11,290
Swimming pool 31,953 30,000 1,953 31,117
Sports programs 5,839 20,000 (14,161) -
Interest on investments 1,972 2,000 (28) 2,338
Other 23,882 3,000 20,882 28,081

Total revenue $747,274 $ 735,000 $ 12,274 $724,326

Expenditures
Athletics $  36,087 $     25,000 $ (11,087) $  26,384
Ceramics and crafts 9,812 10,000 188 8,554
Swimming pool 18,724 30,000 11,276 31,313
Administration 8,867 15,000 6,133 9,390
Programs 23,376 25,000 1,624 19,705
Salaries 269,497 290,000 20,503 260,097
Employee Benefits 7,795 - (7,795) 5,107
General 151,559 150,000 (1,559) 136,109
Capital outlay 22,014 1,002,461 980,447 12,411
Lease payment 115,490 72,000 (43,490) 41,000

Total expenditures $663,221 $1,619,461 $956,240 $550,070

Revenue over (under) expenditures $  84,053 $174,256

Unencumbered Cash, Beginning 869,932 695,676

Unencumbered Cash, Ending $953,985 $869,932
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UNIFIED SCHOOL DISTRICT NO. 210
RECREATION COMMISSION

Hugoton, Kansas

Schedule 2-2

SCHEDULE OF REVENUE AND EXPENDITURES
BUDGET AND ACTUAL – EMPLOYEE BENEFITS FUND

For the year ended June 30, 2012
(with comparative actual totals for the prior year ended June 30, 2011)

Current Year
Variance Prior
Favorable Year

Actual Budget (Unfavor.) Actual
Revenue

Appropriations from USD 210 $  70,000 $ 70,000 - $  65,000

Expenditures
Administration 70,000 $ 70,000 - 65,000

Revenue over (under) expenditures - -

Unencumbered Cash, Beginning - -

Unencumbered Cash, Ending - -


