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INDEPENDENT AUDITORS' REPORT
Board of County Commissioners
Butler County, Kansas
We have audited the summary of cash receipts, expenditures, and unencumbered cash balances of
the primary government of Butler County, Kansas, the Butler County Public Building Commission and
the Butler County Extension Council (collectively “the County”) as of and for the year ended
December 31, 2010 which collectively comprise the County’s special purpose financial statement.
This special purpose financial statement is the responsibility of the County’s management. Our
responsibility is to express an opinion on the special purpose financial statement based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, Government Auditing Standards issued by the Comptroller General of the United
States, and the Kansas Municipal Audit Guide. Those standards require we plan and perform the
audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statement. 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 IA and 1B, the County has prepared this special purpose 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 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 special
purpose 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 County as
of December 31, 2010, or the respective changes in financial position and changes in cash flows,
where applicable, for the year then ended.
In our opinion, the special purpose financial statement referred to above presents fairly, in all material
respects, the aggregate cash and unencumbered cash balance of the County as of December 31,
2010 and the aggregate cash receipts and disbursements for the year then ended, on the basis of
accounting described in Note IA and 1B.
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In accordance with Government Auditing Standards, we have also issued a report, dated March 1,
2011, on our consideration of the County's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.
Our audit was conducted for the purpose of forming an opinion on the special purpose financial
statement. The summary of expenditures-actual and budget, individual fund statements of cash
receipts and expenditures-actual and budget, statement of cash receipts and expenditures-agency
funds and the statement of cash receipts and expenditures of the Butler County Extension Council
and Public Building Commission (Statements 2, 3, 4 and 5 as listed in the table of contents) are
presented for the purposes of additional information required by the Kansas Municipal Audit Guide.
The statements identified in the preceding sentence have been subjected to the auditing procedures
applied in the audit of the special purpose financial statement and, in our opinion, are fairly stated in
all material respects in relation to the special purpose financial statement taken as a whole.

Allen, Gibbs & Houlik, L.C.
CERTIFIED PUBLIC ACCOUNTANTS

March 1, 2011
Wichita, Kansas
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BUTLER COUNTY, KANSAS
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2010
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Reporting Entity

Butler County, Kansas (County) is organized under the laws of the State of Kansas (Kansas or State)
and is governed by an elected five-member board. These financial statements present the
government and its component units, entities for which the County is considered to be financially
accountable, except for the Butler County Fire Districts.
Excluded Component Units
The Butler County Fire Districts (Fire Districts), defined as separate taxing entities by applicable
Kansas statutes, provide fire protection services to the unincorporated areas of the County. The costs
of providing such services, including retirement of general long-term debt, are provided from property
taxes assessed to property owners in the unincorporated areas of the County. For financial reporting,
the financial activities of the Fire Districts have been excluded from the County’s financial statements.
The effects of their exclusion are not reasonably determinable. Financial statements for the Fire
Districts may be obtained from the Butler County Department of Administration.
Blended Component Units
The Butler County Sewer Districts (Sewer Districts) are governed by the Butler County Board of
County Commissioners acting as separate governing bodies. Their sole purpose is to provide
sewage disposal services to County residents. They have a December 31 year-end. These blended
component units, although legally separate entities, are in substance, part of the County's operations,
and data from these units are combined with data of the primary government and are accounted for
as a special revenue fund in the County financial statements. As provided by Kansas statutes,
resources required for the financing of utility plants are provided through the issuance of bonds of
Butler County, Kansas. The debt service costs associated with the bonds are allocated to the
property owners within the benefit district. Collections of such costs are recorded as revenue in the
Sewer Districts’ bond and interest fund from which the bonds are retired.
Discretely Presented Component Units
The Butler County Public Building Commission (BCPBC) was established to benefit the County and
other governmental entities. The BCPBC consists of five members, those members being the Board
of County Commissioners of Butler County. The BCPBC has the authority to issue revenue bonds to
finance the cost of acquiring and/or constructing land and facilities operated for a public purpose by a
governmental entity. The BCPBC finances the debt service of the revenue bonds by leasing the land
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and facilities to the governmental entity that operates it. The operating governmental entity
guarantees the rentals under the BCPBC lease. The BCPBC has no power to levy taxes, and
revenue bonds issued by the BCPBC are not included in any legal debt limitations of the operating
governmental entity.
The Butler County Extension Council provides services in such areas as agriculture, home
economics, horticulture, and 4-H youth to all persons in the County. The Council is a 24-member
elected board with a nine-member executive board. The County annually provides significant
operating subsidies to the Council, in addition to funding from Kansas State University.

B.

Measurement Focus, Basis of Accounting, and Basis of Presentation

1.

Measurement Focus

The accounts of the County are organized on the basis of funds, each of which is considered to be a
separate accounting entity. The operations of each fund are accounted for separately. Funds are
classified into three categories: governmental, fiduciary, and proprietary. Within each of these three
categories there are one or more fund types. The County uses the following fund types:
Governmental Fund Types
These are the funds through which most governmental functions typically are financed. The funds
included in this category are as follows:
General Fund – This fund is established to account for resources devoted to financing the general
services that the County performs for its citizens. General tax revenues and other sources of revenue
used to finance the fundamental operations of the County are included in this fund. This fund is
charged with all costs of operating the government 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 other than special assessments or major capital projects that are legally restricted to
expenditures for specified purposes.
Debt Service Funds – These funds are established for the purpose of accumulating resources for the
payment of interest and principal on long-term general obligation debt other than those payable from
Enterprise Funds.
Capital Project Funds – These funds account for financial resources to be used for the acquisition or
construction of major capital facilities which are not financed by Proprietary and Fiduciary funds.
Proprietary Fund Types
Enterprise Funds – These funds are used to account for operations where it is the stated intent that
costs of providing that service to the general public on a continuing basis is to be financed or
recovered primarily through user charges.
Fiduciary Fund Types
Agency funds - These funds are used to account for assets received for, held for, and disclosed to
individuals, other state and local government unit funds, or other governmental or private sector
organizations.
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2.

Basis of Accounting

The County prepares its financial statements on a basis of accounting which demonstrates 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
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 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.
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.
3.

Basis of Presentation

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 expenses, 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 County are not presented in
the financial statements. Also, long-term debt such as general obligation bonds, capital leases and
compensated absences are not presented in the financial statements.

C.

Deposits and Investments, and Long-Term Debt

1.

Deposits and Investments

The County maintains a cash and investment pool that is available for use by all funds. The pool has
the general characteristics of demand deposit accounts in that each fund may deposit additional cash
at any time and also effectively may withdraw cash at any time without prior notice or penalty. The
pooled cash is invested to the extent available in authorized investments.
Earnings from the investments are allocated to the general fund. Investments for the County as of
December 31, 2010 consisted of certificates of deposit, a FHLMC security, and a money market fund,
which are recorded at cost.
The County’s investment policy and Kansas law (K.S.A. 12-1675 – 12-1677) allow monies not
otherwise regulated by statute to be invested in:

1.
2.
3.
4.
5.

Temporary notes of Butler County, Kansas.
Time deposits, open accounts, or certificates of deposits with maturities of not more than two
years.
Repurchase agreements with commercial banks, or state or federally chartered savings and
loan associations that have offices located in Butler County, Kansas.
U.S. Treasury bills or notes with maturities not exceeding two years.
U.S. government agency securities with a maturity of not more than four years.
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6.
7.

The municipal investment pool fund operated by the Kansas Treasurer. This pool is not an
SEC registered pool. The Pooled Money Investment Board (PMIB) provides the regulatory
oversight for this pool.
A municipal investment pool established through the trust department of commercial banks
that have offices located in Butler County, Kansas.

The County’s investment policy and Kansas law (K.S.A. 10-131) allow investment of the proceeds of
bonds and temporary notes in the following in addition to those stated above:

1.
2.
3.
4.
5.
6.
7.
2.

U.S. government and agency obligations.
Time deposits with banks and trust companies in Butler County, Kansas.
FNMA, FHLB, and FHLMC obligations.
Collateralized repurchase agreements.
Investment agreements with financial institutions, including broker/dealers whose obligations
are rated in one of the three highest rating categories by either Moody’s or Standard &
Poor’s.
Mutual funds whose portfolio consists entirely of obligations of the U.S. government,
U.S. government agencies, FLMA, FHLB, and FHLMC.
Certain Kansas municipal bonds.
Compensated Absences

It is the County's policy to permit employees to accumulate vacation to a maximum of 200 hours
(5 weeks) for 8 hour employees, 212.5 hours (5 week equivalent) for 8.5 hour employees and
281 hours (5 week equivalent) for 12 hour employees. Upon termination or resignation from service to
the County, employees who have completed at least 6 months of employment are entitled to payment
for all accrued vacation earned prior to their termination or resignation. During the first 5 years of
employment, employees earn vacation at the rate of 2 weeks (or its equivalent) per year; 6-10 years,
employees earn the equivalent of 2 weeks and 2 days; 11-20 years, employees earn the equivalent of
3 weeks per year; and after 20 years, the equivalent of 4 weeks of vacation is earned each year.
All full-time equivalent employees earn sick leave at the rate of one calendar day per month. Upon
retirement or termination, any employee in good standing, employed for two years or more, shall be
compensated for accrued sick leave up to a maximum of 1,040 hours at the rate of one-half of his or
her regular rate of pay. Employees with hire dates on or after April 2003 will be compensated for
accrued sick leave at the rate of one-fourth of his or her regular rate of pay.

II.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A.

Budgetary Information

Kansas statutes require 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.
Although directory rather than mandatory, the statutes provide for the following sequence and
timetable of the legal annual operating budget:
*
*
*
*

Preparation of the budget for the succeeding calendar year on or before August 1.
Publication of the proposed budget and notice of public hearing in the local newspaper on or
before August 5.
Public hearing on or before August 15, but at least 10 days after publication of notice of
hearing.
Adoption of the final budget on or before August 25.
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The County has the following levels of budget control:
*

The legal level of control is established at the fund level by Kansas statutes.

*

As allowed by Kansas statute, the governing body can increase the fund level expenditures
by amending the budget. An amendment may only be made for previously unbudgeted
increases in revenue other than ad valorem taxes. To do this, a notice of public hearing to
amend the budget must be published in the local newspaper. At least 10 days after the
publication, the hearing may be held and the governing body may amend the budget at that
time.

Budget comparison statements are presented for each budgeted fund showing actual receipts and
expenditures compared to budgeted receipts and expenditures. These statements are shown at the
legal level of control, which is at the fund level. Budgetary data in the financial statements represent
the amended budget amounts.
All legal operating budgets are prepared using the statutory basis of accounting. Revenues are
recognized when cash is received. Expenditures include disbursements, accounts payable, and
encumbrances with disbursements being adjusted for prior year’s accounts payable and
encumbrances. Encumbrances are commitments for future payments and are supported by a
document evidencing the commitment, such as purchase order or contract. All unencumbered
appropriations (legal budget expenditure authority) lapse at year-end except for capital project funds
appropriations, which are carried forward until such time as the project is completed or terminated.
Encumbered appropriations are not reappropriated in the ensuing year's budget but are carried
forward until liquidated or canceled.
A legal operating budget is not required for capital project funds, fiduciary funds, the landfill capital
improvements proprietary fund, the bond indebtedness reserve fund, and the following special revenue
funds:
Motor Vehicle Operating Fund
Capital Improvements
Centennial Celebration
Community Corrections
Sheriff Capital Reserves
Court Services Diversion Fees
Department on Aging Grants
Drug Asset and Seizure
Federal and State Assistance
Health Department Reserve
Health Department Grants
Prosecutor’s Training and Assistance
Register of Deeds Technology

Special Ambulance
Special Highway Improvement
Special Law Enforcement
Special Road Machinery
Economic Development
Conceal Carry Permits
Dept. on Aging Reserve
SCARF
Child Support Enforcement
County Attorney Diversion Fees
Juvenile Justice Diversion Fees
Juvenile Justice EMP Fees

Controls over spending in the above non-budgeted funds that are not subject to the legal budget
requirements are maintained by the review process established by management.
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C

Budget Violations

The E911 Wireless Tax Fund incurred expenditures in excess of budget by $60,234 due to
agreements entered into before year end that were not encumbered on the County’s books. The
Street Lighting fund incurred expenditures in excess of budget by $137 due to increased expenditures.
The Bond and Interest Fund incurred expenditures in excess of budget by $14,867 due to costs
associated with bond issues that were not anticipated at the time the budget was set.

III.

DETAILED NOTES ON THE FUNDS AND ACCOUNT GROUPS

A.

Cash and Investments

Deposits - At year end, the carrying amount of deposits for the County was $54,853,841 and the bank
balance was $55,793,640.
Investments - As of December 31, 2010, the County had the following investments and maturities:
Investment Type
FHLMC
Money Market Mutual Funds

Fair Value
$ 6,999,895
$ 1,094,085

Investment Maturity (in years)
Less than 1
$ 6,999,895
$ 1,094,085

Ratting
AAA
AAA

Custodial Credit Risk – Deposits. Custodial credit risk is the risk that, in the event of a bank failure, the
County’s deposits may not be returned to it. State statutes require the County’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 County does not have a formal deposit policy for custodial credit risk.
As of December 31, 2010, the County was not exposed to custodial credit risk with its deposits since
all were either covered by the federal deposit insurance corporation, or the collateral was held by a
separate financial instruction in the County’s name.
Custodial Credit Risk – Investments. Custodial credit risk is the risk that, in the event of the failure of
the counterparty, the County will not be able to recover the value of its investments that are in the
possession of an outside party. State statutes require investments to be adequately secured. As of
December 31, 2010, $6,999,895 of the County’s investments were exposed to custodial credit risk
because the related investments are held by the County’s brokerage firm which is also the
counterparty for the investment.
Credit Risk. State law limits the types of investments that the County may make. The County’s
investment policy does not add any further limitations.
Interest Rate Risk. State law and the County’s investment policy limit investments in U.S. Treasury
bills and agency securities or notes to those with maturities not exceeding two years.
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Conduit Debt - The County has issued Industrial Revenue Bonds not directly obligated by the County.
The total amount outstanding at December 31, 2010 was $12,894,628 for the Industrial Revenue
Bonds. These bonds do not constitute an indebtedness or pledge of the faith and credit of the County.
Crossover Refunding of Long-term Debt - On April 1, 2005, the County’s Public Building Commission
issued $19,345,000 in improvement refunding revenue bonds (series 2005) with a net interest cost of
3.5% for a crossover refunding of series 2000 with a net interest cost of 4.5%. The proceeds of the
crossover advance refunding bonds were placed into an escrow account to temporarily meet the debt
service requirements of the old bonds and the interest on the new bonds up to the crossover date. At
the crossover date of October 2010, the resources in the escrow account ceased to pay scheduled
principal and interest payments and paid the outstanding balance of the bonds and accrued interest.
Debt Issuance - On June 1, 2010, the County issued $295,000 in General Obligation Bonds with
interest rates from 3.2 – 4.8% due October 1, 2025. The bond proceeds will be used to fund the Prairie
Creek Road Paving project. The debt service requirement for general obligation bonds will be paid
from special assessments levied upon the property benefited by the paving project.
Refunding of Long-Term Debt - On December 29, 2010, the County issued $610,000 in General
Obligation Refunding Bonds with interest rates from 1 – 3.2%, due August 1, 2018. The bond proceeds
will be used to defease the Series 2002A and 2003A outstanding bond issues early in 2011. As a
result, the Series 2002A and 2003A bonds are defeased, and the liability has been removed from the
County’s Statement of Changes in Long-Term Liabilities. The transaction resulted in an economic gain
of $28,176 and a reduction of $24,616 in future debt service payments.
Certificate of Participation - On March 1, 2010, the County entered into a $12,100,000 Lease Purchase
Agreement with UMB National Bank of America N.A. and interest rates from 2 – 4% due September 1,
2020. The proceeds will be used to fund the purchase, acquisition, construction and installation of a
county wide public safety emergency radio communications system. The debt service requirement will
be paid from a special .25% sales tax levy which was approved by voters in November 4, 2009 and
began in April 1 2010.
State Transportation Revolving Loan Fund - On July 7, 2010, the County entered into a loan agreement
not to exceed $1,760,000 with the Kansas Department of Transportation. The proceeds of the loan will
be applied to pay project costs for street improvements. Proceeds of the loan shall be disbursed after
submitting requests for reimbursement. As of the date of the audit report, $949,766 of expenditures
have been reimbursed to the County.

C.

Landfill

Closure and post-closure costs - Kansas and federal laws and regulations require the County place a
final cover on its landfill when closed and perform certain maintenance and monitoring functions at the
landfill site for 30 years after closure. The Butler County Landfill #1 was closed on October 5, 1996 and
stopped accepting waste. As of December 31, 2010, all closure costs had been incurred, and the
estimated post-closure cost was $5,766,664 based on 100% usage.
On October 5, 1996, the County opened a new 70-acre Subtitle D landfill and began filling 7.5-acre
area #1a. On September 1, 1999, the County opened additional 7.5-acre area #2a. As of
December 31, 2010, cell #1a was 88% full, cell #2a was 86% full and cell #1b was 87% full. The
estimated closure cost for these areas was $2,381,810, and the estimated post-closure cost was
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IV.

OTHER INFORMATION

A.

Contingent Liabilities

1.

Litigation

The County is a defendant in various legal actions pending or in process for tax appeals, property
damage, and miscellaneous claims. The ultimate liability that might result from the final resolution of
the above matters is not presently determinable. Management and the County's counsel are of the
opinion that the final outcome of the cases will not have an adverse material effect on the County's
financial statements.
2.

Defined Benefit Pension Plans

Plan description - The County participates in the Kansas Public Employees Retirement System
(KPERS), a cost-sharing multiple-employer defined benefit pension plan as provided by K.S.A. 744901, 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, Suite 100, Topeka, KS 66603) or by calling
1-888-275-5737.
Funding Policy - K.S.A. 74-4919 and K.S.A. 74-49,210 establishes the KPERS member-employee
contribution rates. Effective July 1, 2009 benefits and funding is based on a two tier schedule. Tier 1
members are active and contributing members hired prior to July 1, 2009. Tier 2 members were first
employed in a covered position on or after July 1 2009. The KPERS member-employee contribution
rates are 4% of covered salary for Tier 1 members and 6% of covered salary for Tier 2 members. The
employer collects and remits member-employee contributions according to the provisions of section
414(h) of the Internal Revenue Code. Kansas law provides the employer contribution rate be
determined annually based on the results of an annual actuarial valuation. KPERS is funded on an
actuarial reserve basis. Kansas law sets a limitation on annual increases in the contribution rates for
KPERS employers. The employer rate established by statute for calendar year 2009 was 6.54%.
There was a moratorium on the 1% contribution for Group Death and Disability Insurance from March 1
to November 30th during which the rate was 5.54%. The County contributions to KPERS for the years
ended December 31, 2010, 2009, and 2008, were $1,023,999 and $769,531, $673,050, respectively,
equal to the statutory required contributions for each year.
3.

Risk Management

The County is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The County carries
commercial coverage for buildings and personal property, general liability, automobile fleet, inland
marine, public official and employee errors and omissions, workers' compensation, medical
professional liability, boiler and machinery, and law enforcement liability. Claims have not exceeded
coverage in any of the last three years, and coverage has not been reduced substantially from the prior
year.
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4.

Other Post Employment Benefits

As provided by K.S.A. 12-5040, the Butler County allows retirees to participate in the group health
insurance plan. While each retiree pays the full amount of the applicable premium, conceptually, the
local government 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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