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INDEPENDENT AUDITOR’S REPORT 
 
Board of Education 
Unified School District No. 258 
Humboldt, Kansas 
 

We have audited the accompanying statutory basis financial statements of 
Unified School District No. 258, Humboldt, Kansas, as of and for the year ended 
June 30, 2010, as listed in the table of contents.  These financial statements are 
the responsibility of Unified School District No. 258, Humboldt, Kansas, 
management.  Our responsibility is to express an opinion on these financial 
statements based on our audit. 

 
We conducted our audit in accordance with auditing standards generally 

accepted in the United States of America, the standards applicable to financial 
audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States, 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 1, Unified School District No. 258, 

Humboldt, Kansas, prepares its financial statements on a prescribed basis of 
accounting that demonstrates compliance with the cash basis and budget laws of the 
State of Kansas, which is a comprehensive basis of accounting other than accounting 
principles generally accepted in the United States of America.  The effect on the 
financial statements of the differences between this regulatory basis of accounting 
and accounting principles generally accepted in the United States of America, 
although not reasonably determinable, is presumed to be material. 

 
The financial statements referred to above include only the primary 

government of the District, which consists of all funds, organizations, 
institutions, agencies, departments, and offices that comprise the District’s legal 
entity.  The financial statements do not include the financial data of any legally 
separate component units which accounting principles generally accepted in the 
United States of America require to be reported with the financial data of the 
District’s primary government. 

 
In our opinion, because of the District's policy to prepare its financial 

statements on the basis of accounting discussed in the preceding two paragraphs, 
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 Unified School District No. 258, Humboldt, Kansas as of June 
30, 2010, or changes in 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 Unified School 
District No. 258, Humboldt, Kansas, as of June 30, 2010, and the revenues it 
received and expenditures it paid for the year then ended, on the basis of 
accounting described in Note 1. 
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In accordance with Government Auditing Standards, we have also issued our 

report dated March 31, 2011, on our consideration of Unified School District No. 
258, Humboldt, Kansas, internal control over financial reporting and on 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 considered in conjunction with this report in considering the results of our 
audit. 

 
Our audit was conducted for the purpose of forming opinions on the financial 

statements that collectively comprise the Unified School District No. 258, 
Humboldt, Kansas, statutory basis financial statements. The information identified 
in the table of contents as supplementary information is presented for purposes of 
additional analysis and is not a required part of the statutory basis financial 
statements.  The accompanying schedule of expenditures of federal awards is 
presented for purposes of additional analysis as required by U.S. Office of 
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the statutory basis 
financial statements of Unified School District No. 258, Humboldt, Kansas. This 
supplemental information has been subjected to the auditing procedures applied in 
the audit of the statutory basis financial statements, and, in our opinion, is 
fairly stated, in all material respects in relation to the statutory basis 
financial statements taken as a whole, on the basis of accounting described in Note 
1. 

 
This report is intended solely for the information and use of the governing 

body and management of Unified School District No. 258, Humboldt, Kansas, and for 
filing with the Kansas Department of Education, the Kansas Department of 
Administration, Division of Accounts and Reports, the cognizant federal agency, and 
other federal audit agencies.  This restriction is not intended to limit 
distribution of this report, which is a matter of public record. 

 
Respectfully Submitted, 
 

Schlotterbeck and Burns, LLC 
 
 
March 31, 2011 
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 
    
    
    
    
    
   
   
    
   
    
    
   
    
   
    
  
    
   
  
       
   
     
   
   

   

   

    
    
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










 


















 
 
 
 
  
 
 




















 


 






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





    
  

   
  
   
   
    
   
   
   
   
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 
   
 
 
 
   
 
 
   
 
   

 
 
   
   
   
   
   
   

 
 
 

 
 
   
   
 
   
   
 
 













  

















   

 
 
 













  


















 
 
 
 

   
 
 
   

   
 
   

 
 



   
   
   
 
 
   
   
   
 
   

   
 
   
   
 
 
   

   

 
 
 
 
 
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 
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



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



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

   

   

   
   



 
 
 
 
 

 
 


  

 
 
 













  


















 
 
   
   

 

 
 
 

   
   



 
 
 
 
 
 
   
   
 
 
 


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 
 
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












 
   
   



 
   
   

 
 
 
 
 
 
 
 
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











  


















   

 

   
   
   
   



 
 
   
 
   
 
   
 
 
 
   
 
 

   
   
   
   
 


  

 
 













  


















   
   



 

 

 

 

 

 

 

 

 
 


  


  





















 





  
 





 

 
 





















 





  
 
 
 



 
 
 
 


 

 
 
 













  


















 
 
 
 

 
 
 
 
 



 
 


 

 
 





















 





  
 



 
 
 
 
 
 


 


 
 




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  

 
 
 





















 





  
 



 
 
 
 
 


   

  
 
 





















 





  
 
 

 

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 
 

 
 


   

 
 
 





















 




 







 
 





















 





  
 



 
 
 
 
 


 

 
 
 





















 





  
 



 
 
 


 


 
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
  


  













  


















 
 
 
 
 

 
 
 
 

   
 



 
 
 
 


 

 

 





















 





  
 
 



 
 


  

 
 
 





















 





  
 



 
 


   

 
 







Unified School District No. 258
Humboldt, Kansas

Agency Funds
Statement of Cash Receipts and Disbursements

For the Year Ended June 30, 2010

Statement 4

Beginning Cash Cash Ending
Fund Cash Balance Receipts Disbursements Cash Balance

Student Organization Funds:
  Elementary:
    Activity $ 500 368 368 500

  Middle School:
    Activity 189 14 203
    Pep Club 314 3,437 3,520 231
    Student Council 1,613 1,376 1,187 1,802

  High School:
    Art Club 280 41 239
    Band 856 15,975 11,894 4,937
    Class of '07 389 389
    Class of '08 431 431
    Class of '09 1,683 1,683
    Class of '10 1,805 1,725 2,801 729
    Class of '11 954 8,274 7,497 1,731
    Class of '12 139 186 325
    Class of '13 145 145
    FFA 247 21,870 18,159 3,958
    FHA 2,384 3,484 5,398 470
    H-Club 6 6
    Kays/Kayettes 112 112
    National Honor Society 923 1,030 1,359 594
    Spirit Club 246 1,427 1,195 478
    Student Council 838 336 1,074 100
    Leo Club 528 528
    Woodshop 751 751
    FCA 450 18 432
    Baseball 344 300 44
    High School Boys Basketball 296 296
    Cross Country 230 500 631 99
    FFA Milk 1,323 1,535 2,650 208
    HHS Volleyball 218 420 428 210

Other Agency Funds:
  Board Office:
    City Sales Tax 25 127 124 28
    Collections 25 25
    County Sales Tax 25 127 124 28
    Health Insurance (136) 20,522 19,069 1,317
    Operations (224) 1,669 1,733 (288)
    State Sales Tax 288 1,669 1,617 340
  Elementary:
    Sales Tax 0 115 115 0
  Middle School:
    Sales Tax 0 183 183 0
  High School:
    Sales Tax 0 1,336 1,336 0
  Payroll Clearing (785) 1,546,160 1,545,375 0

Total Agency Funds 17,267 1,634,010 1,628,196 23,081

See accompanying notes to financial statements.
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Unified School District No. 258
Humboldt, Kansas

District Activity Funds
Statement of Cash Receipts, Expenditures and Unencumbered Cash

For the Year Ended June 30, 2010

Statement 5

Beginning Ending Add Outstanding
Unencumbered Cash Unencumbered Encumbrances and Ending

Fund Cash Balance Receipts Expenditures Cash Balance Accounts Payable Cash Balance

Gate Receipts:

  Middle School:
    Athletics $ 0 0 0

  High School:
    Athletics 541 24,362 23,971 932 932

Subtotal Gate Receipts 541 24,362 23,971 932 0 932

Special Projects:

  Elementary School:
    Library 2,556 6,177 7,307 1,426 1,426

  Middle School:
    Pictures 23 573 550 46 46
    Technology 89 5 84 84

  High School:
    Library 572 318 890 890
    Publications 4,838 20,562 19,216 6,184 6,184
    Special Project 1,194 4,797 5,279 712 712

Subtotal Special Projects 9,272 32,427 32,357 9,342 0 9,342

Total District Activity Funds 9,813 56,789 56,328 10,274 0 10,274

See accompanying notes to financial statements.
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Unified School District No. 258
Humboldt, Kansas

Statement of Changes in Long Term Debt
For the Year Ended June 30, 2010

Statement 6
(Page 1 of 2)

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

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

Outstanding Obligations:

  General Obligation Bonds:
    G.O. Improvement and Refunding Bonds 3.50-5.00% 12/28/2005 6,875,000 9/1/2021 $ 5,910,000  300,000    5,610,000  258,907    
    G.O. Refunding Bonds 2008 Series A 3.00-4.50% 9/4/2008 910,000 9/1/2021 910,000    150,000    760,000    33,915     
    G.O. Refunding Bonds 2008 Series B 4.65-5.50% 9/4/2008 715,000 9/1/2015 715,000    715,000    36,532     

  Lease Purchase Agreements:
    Energy Conservation Improvements 4.58% 6/26/2006 1,100,000 7/15/2021 959,929    58,254     901,675    43,721     
    QZAB Energy System Improvements 1.50% 7/1/2007 600,000 7/10/2017 540,000    60,000     480,000    7,650      

  Early Retirement Plan:
    Contract Liability (Option to retire exercised) 111,180    50,022     61,158     -        

Potential Obligations:

  Compensated Absences:
    Sick Leave Maximum Potential Liability 72,888     1,451      74,339     -        

  Early Retirement Plan:
    Additional Potential Liability (Option to retire not exercised) -        -        -        

      Total Long-Term Debt 9,218,997 -       618,276  1,451    8,602,172 380,725   

Schedule of Maturity of Long-Term Debt: 2015-16 to 2020-21 to
2010-11 2011-12 2012-13 2013-14 2014-15 2019-20 2021-22 Total

General Obligation Bonds
  Principal $ 475,000    480,000    500,000    520,000    540,000    3,115,000  1,455,000  7,085,000  
  Interest 312,574    293,580    273,017    251,308    227,295    728,545    72,426     2,158,745  

Lease Purchase Agreements
  Principal 120,978    123,830    126,816    129,941    133,212    600,746    146,152    1,381,675  
  Interest 47,746     43,994     40,108     36,083     31,912     93,174     6,809      299,826    

Early Retirement Plan:
  Contracted Payments 28,295     16,863     9,841      4,417      1,742      -        -        61,158     

    Total 984,593  958,267  949,782  941,749   934,161  4,537,465 1,680,387 10,986,404

The notes to the financial statements are an integral part of this statement.
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Unified School District No. 258 
Humboldt, Kansas 

Notes to Financial Statements 
For the Fiscal Year Ended June 30, 2010 
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Note 1 Summary of Significant Accounting Policies 
 

A. Reporting Entity 
 

Principles Used in Determining Scope of Entity 
 
The basic criterion used for including or excluding other 

governmental organizations as part of the financial statements of the 
School District is financial accountability. Financial accountability is 
derived from the District's powers and includes, but is not limited to, 
appointment of a voting majority of the governing body, imposition of 
will, financial benefit/burden on primary government and fiscal 
dependency.  The District has waived the application of generally 
accepted accounting principles and as such, have not included any 
component units in these financial statements. 

 
B. Basis of Presentation 

 
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 school district for the year of 2010: 
 

Governmental Funds: 
 
General Fund--to account for all unrestricted resources except 
those required to be accounted for in another fund. 
 
Special Revenue Funds--to account for the proceeds of specific 
revenue sources (other than special assessments or major capital 
projects) that are restricted by law or administrative action to 
expenditure for specified purposes. 
 
Debt Service Funds--to account for the accumulation of resources 
for and the payment of, interest and principal on general long-
term debt and the financing of special assessments which are 
general obligations of the school district. 

 
Capital Project Funds--to account for financial resources to be 
used for the acquisition or construction of major capital 
facilities. 
 

Fiduciary Funds: 
 
Trust and Agency Funds--to account for assets held by a 
governmental unit in a trustee capacity or as an agent for 
individuals, private organizations, other governmental units 
and/or other funds.  These include (a) Expendable Trust Funds, (b) 
Nonexpendable Trust Funds, (c) Pension Trust Funds and (d) Agency 
Funds. 
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C. Basis of Accounting 

 
These financial statements are presented on a basis of accounting 

which demonstrates 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 (see Note 6 for a special exception).  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.  Encumbrances 
are commitments related to unperformed (executory) contracts for goods or 
services, and are usually evidenced by a purchase order or written 
contract. 

 
The District has waived the application of generally accepted 

accounting principles until June 30, 2010, in accordance with K.S.A. 
75-1120(a) which thereby requires this type of special reporting. 

 
Departure from Generally Accepted Accounting Principles 

 
The basis of accounting described above results in a financial 

statement presentation which shows cash receipts, cash disbursements, 
cash and unencumbered cash balances, and expenditures compared to budget.  
Balance sheets that would have shown non-cash 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 generally accepted accounting 
principles, 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 fixed assets that account for the land, buildings and equipment 
owned by the School District are not presented in the financial 
statements.  Also, general long-term debt such as general obligation 
bonds, temporary notes, and compensated absences are not presented in the 
financial statements. 

 
D. Budgets 

 
Kansas statutes require that an annual operating budget be legally 

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

 
1. Preparation of the budget for the succeeding calendar year 

on or before August 1st. 
2. Publication in local newspaper of the proposed budget and 

notice of public hearing on the budget on or before August 
5th. 

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

4. Adoption of the final budget on or before August 25th. 
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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.  During the year ended 
June 30, 2010, the District amended the following funds in the amounts 
indicated: 

 
 Original Amended 
 Budget Budget 
General Fund $  3,915,148 4,028,449 
Special Education Fund 706,067 735,354 
 
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 modified 

accrual basis of accounting, modified further by the encumbrance method 
of accounting.  Revenues are recognized when cash is received.  
Expenditures include disbursements, 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.  All unencumbered appropriations (legal budget 
expenditure authority) lapse at year-end. 

 
A legal operating budget is not required for capital project 

funds, fiduciary funds, and the following special revenue funds of the 
District: 

 
Contingency Reserve Fund 
Textbook and Student Material Revolving Fund 
Charter Schools Fund 
Technology Literacy Challenge Grant Fund 
REAP Grant Fund 
Special Mini-Grants Fund 
Energy Incentive Program Fund 
Title I Fund 
Title I ARRA Fund 
Improving Teacher Quality Fund 
Comprehensive School Reform Fund 
Title II ARRA Fund 
Health Care Grant Fund 
School Nurse Grant Fund 
ARRA Technology Rich Classroom Grant Fund 
Gate Receipts Fund 
Special Projects 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. 
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E. Assets, Liabilities, and Fund Equity 

 
Cash 

 
To facilitate better management of the District's cash resources, 

excess cash is combined in pooled operating accounts.  Each fund's 
portion of total cash is based on its equity in the pooled cash amount.  
Cash in excess of current operating needs is invested on a pooled 
investment basis and earnings thereon are credited to the special revenue 
funds designated by Kansas statutes. 

 
Property Taxes and Other Receivables 

 
Collection of current year property tax by the County Treasurer is 

not completed, apportioned nor distributed to the various subdivisions 
until the succeeding year, such procedure being in conformity with 
governing state statutes. 

 
It is not practicable to apportion delinquent taxes held by the 

County Treasurer at the end of the audit period and further, the amounts 
thereof are not material in relationship to the financial statements 
taken as a whole. 

 
Deposits and Investments  
 

K.S.A. 9-1401 establishes the depositories which may be used by 
the District. The statute requires banks eligible to hold the District's 
funds have a main or branch bank in the county in which the District 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. 

 
K.S.A. 12-1675 allows the District to deposit idle funds in  time 

deposits-open accounts, and certificates of deposit with allowable 
financial institutions; and to invest idle funds in U.S. government 
securities; temporary notes; no-fund warrants; repurchase agreements; and 
the Kansas Municipal Investment Pool. 

 
The District held no investments at June 30, 2010 and held no 

investments throughout the year. 
 
Concentration of credit risk. State statutes place no limit on the 

amount the District 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 District's deposits may not 
be returned to it. State statutes require the District'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 District has not designated 
any peak periods. 

 
Custodial credit risk – investments. For an investment, this is 

the risk that, in the event of the failure of the issuer or counterparty, 
the District 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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At June 30, 2010, the carrying amount of the District's deposits 

was $1,657,504 and the bank balance was $2,043,984. Of the bank balance, 
$286,793 was covered by FDIC insurance and the remaining $1,757,192 was 
collateralized by pledged securities or letters of credit held under 
joint custody receipts issued by a third-party bank in the District's 
name.  The third-party bank holding the pledged securities is independent 
of the pledging bank.  The pledged securities are covered by a tri-party 
custodial agreement signed by all three parties. 
 
Inventories and Prepaid Expenses 

 
Inventories and prepaid expenses which benefit future periods are 

recorded as an expenditure during the year of purchase as required by 
State statutes.  No physical inventories were taken at year end and no 
accounting controls exist for control of materials inventory. 

 
Long-Term Debt 

 
Long-term debt is recognized as a liability of a governmental fund 

when due, or when resources have been accumulated in the debt service 
fund for payment early in the following year.  For other long-term 
obligations, only that portion expected to be financed from expendable 
available financial resources is reported as a fund liability of a 
governmental fund.  The remaining portion of such obligations is reported 
in the general long-term debt account group.  Long-term liabilities 
expected to be financed from proprietary fund operations are accounted 
for in those funds. 

 
F. Revenues and Expenditures 

 
Property Tax Revenue Recognition 

 
Property taxes become a lien against all property November 1st.  

Taxpayers have the option of paying in full or in two installments.  The 
delinquency dates are December 20th and May 10th.  Delinquent taxes are 
assessed interest at rates established by State Statute.  This interest 
is retained by the county. 

 
Taxes levied to finance the budget are made available to the 

school after January 1st and are distributed by the county treasurer 
approximately every month and a half.  At least 50% of the taxes levied 
are available in January. 
 
Reimbursed Expenses 
 

Reimbursed expenses are defined as repayments of amounts remitted 
on behalf of another party.  All reimbursed expenses shown in the 
financial statements meet the following criteria: 1) the related 
disbursement was made in the current year on behalf of the payee, 2) the 
item paid for was directly identifiable as having been used by or 
provided to the payee, and 3) the amount of the reimbursed expense was 
directly tied to the amount of the original cash disbursement. 

 
Vacation and Sick Pay 

 
The School District's policies regarding sick leave and vacation 

pay permit employees to accumulate 15 days of sick leave per year up to a 
maximum of 60 days and permit non-teaching personnel to accumulate one 
day per month vacation pay for the first ten years of service and one and 
one-half day per month thereafter.  Policies prohibit payment for 
vacation time in lieu of time off and require the cancellation of unused 
vacation at the time of employment termination. 
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Early Retirement Incentive Plan 

 
The School District has adopted an early retirement incentive plan 

for teaching personnel.  Under this plan, teachers who were hired prior 
to the 2007-2008 school year, have six or more years service with the 
District and have achieved their fifty-fifth, but not their sixty-fifth 
birthday, or have 85 Kpers points, can receive a percentage of their 
final contracted salary per year, each year, until the age of sixty-five.  
Any teachers retiring under this plan can only draw benefits for a 
maximum of five years.  Benefits are computed using the following scale: 

 
Year after                     Years of Service 
Retirement           15 or more      10-14         6-10 
 
   1st                  18.4%        10.8%         6.6% 
   2nd                  18.4%        10.8%         6.6% 
   3rd                  18.4%        10.8%         6.6% 
   4th                  18.4%        10.8%         6.6% 
   5th                  18.4%        10.8%         6.6% 
 

Interfund Transactions 
 
Quasi-external transactions are accounted for as revenue, 

expenditures or expenses.  Transactions that constitute reimbursements to 
a fund for expenditures/expenses initially made from it that are properly 
applicable to another fund, are recorded as expenditures/expenses in the 
reimbursing fund and as reductions of expenditures/expenses in the fund 
that is reimbursed. 

 
All other interfund transactions, except quasi-external 

transactions and reimbursements, are reported as transfers.  Non-
recurring or non-routine permanent transfers of equity are reported as 
residual equity transfers.  All other interfund transfers are reported as 
operating transfers. 

 
Note 2 Stewardship, Compliance, and Accountability 

 
Compliance with Kansas Cash Basis Law 

 
Expenditures and encumbrances exceeded the available cash in the 

following funds, in the amounts indicated, as of June 30, 2010: 
 
KPERS Special Retirement Contrib. Fund $  124,632 (1) 
Health Care Grant 4,049 (2) 
ARRA Technology Rich Classroom Grant Fund 91,658 (2) 
 
(1) The State of Kansas pays the employer share of KPERS for each 

Unified School District in the State.  The Kansas Legislature, by 
statute, created a KPERS fund in each school district.  The State of 
Kansas automatically deposits state aid to the District’s bank account, 
then withdraws the KPERS amount attributable to each School District 
through this KPERS fund once each quarter.  School District personnel 
have no control over these deposits and withdrawals.  At June 30, 2010, 
the State of Kansas had not deposited the KPERS amount attributable to 
Unified School District No. 258 for the two quarters ending June 30, 
2010, in the amount of $124,632.  Since the liability was due and 
payable, but the funds had not been received as of June 30, 2010, a cash 
basis violation resulted and is displayed as such in Statement 1.  The 
State of Kansas subsequently deposited these funds on July 7 and July 8, 
2010. 

 
(2) Federal/State monies were received early in the 2010-11 school 

year to cover these funds. 
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Compliance with Kansas Budget Law  

 
No violations. 
 

Compliance with Kansas Depository Security Law 
 
No violations. 
 

Note 3 Detail Notes on All Funds and Account Groups 
 

A. Assets: 
 

General Fixed Assets 
 
The School has not maintained a record of fixed assets used in 

performance of general governmental operations as required by generally 
accepted accounting principles. 

 
The School has adopted a resolution waiving generally accepted 

accounting principles until June 30, 2010, in accordance with K.S.A. 
75-1120(a). 

 
B. Liabilities: 

 
Defined Benefit Pension Plan 

 
Plan Description. The District 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. 

 
Funding Policy.  K.S.A. 74-4919 establishes the KPERS member-

employee contribution rate at 4% or 6% of covered salary, depending on 
date of employment.  Member-employees’ contributions are withheld by 
their employer and paid to KPERS according to the provisions of section 
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 contributed 8.57% of covered 
payroll during the period covered by this report. 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, 2010, 2009, and 2008 were $248,468,186, 
$242,277,363, and $220,815,154, respectively, equal to the required 
contributions for each year. 
 
Other Employee Benefits 

 
At June 30, 2010, the maximum potential liability under the 

School's vacation and sick leave policy is $74,339. 
 

At June 30, 2010, the District is obligated to pay $61,158 to 
teachers who have retired under the District's Early Retirement Plan.  A 
schedule of payments due in years subsequent to June 30, 2010 is 
presented in Statement 6. 
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General Obligation Bonds 

 
Kansas schools are limited to aggregate debt not to exceed 14% of 

assessed valuation of tangible taxable property within the district (not 
including motor vehicle valuation).  The School District's assessed 
valuation at June 30, 2010 was $25,017,834, resulting in an initial debt 
limitation of $3,502,497. 

 
At June 30, 2010, the District has outstanding bonded indebtedness 

in the amount of $7,085,000.  This includes a $1,475,000 in Advance 
Refunding Bonds issued in September, 2008, plus $795,599 of the 2005 
School Building/Advance Refunding bond issue, which are Advance Refunding 
Bonds as well.  This $2,270,599 in Advance Refunding debt is exempt from 
the debt limitation, however Kansas Statutes require the $255,000 in debt 
which was defeased through refunding, but is still outstanding, to still 
be included in the debt limit computation (see next note).  Therefore the 
adjusted debt outstanding is $5,069,401.  This exceeds the legal debt 
limitation in the amount of $1,566,904.  Authority to exceed the debt 
limitation was granted by the Kansas State Board of Education prior to 
the 2005 bond issue. 

 
All of the above outstanding debt issues are to be retired through 

an annual property tax levy.  A statement of changes in General Long-Term 
debt during the year ended June 30, 2010, along with payments due 
subsequent to June 30, 2010, is presented in Statement 6. 

 
Prior Year Refunding of Debt 

 
On December 28, 2005 the District issued $6,875,000 in General 

Obligation Advance Refunding and School Improvement Bonds with interest 
rates ranging from 3.50% to 5.00%.  $5,900,000 of the proceeds of this 
issue were used in conjunction with a building project.  The remaining 
$975,000 was used to advance refund the remaining $870,000 of the 
outstanding 1995 School Improvement bonds which were originally issued on 
February 15, 1995 with interest rates ranging from 5.30% to 7.00%.  The 
net proceeds of the refunding portion of the bond issue (after issuance 
costs) were used to purchase U.S. government securities.  Those 
securities were deposited in an irrevocable trust with an escrow agent to 
provide for all future debt service payments on the refunded portion of 
the bonds until their final maturity in 2010.  As of June 30, 2010, 
$240,000 of the 1995 School Improvement bonds are still outstanding, and 
are considered to be defeased and the liability for those bonds has been 
removed from the District's financial statements. 
 

On September 4, 2008 the District issued a total of $1,625,000 in 
General Obligation Advance Refunding Bonds, in two series, with interest 
rates ranging from 3.00% to 5.50%.  The proceeds of these issues were 
used to advance refund the remaining $850,000 of the outstanding 1998 
Advance Refunding bonds, along with $695,000 of the 2005 Advance 
Refunding/School Improvement bonds, in an effort to smooth out future 
payments and prevent spikes in the local tax levy.  The refunded 1998 
bonds were called and retired immediately while the remainder of the 
proceeds were placed into an irrevocable trust with an escrow agent to 
provide for all future debt service payments on the refunded portion of 
the bonds until their final maturity in 2010.  As of June 30, 2010, 
$15,000 of the of the refunded bonds are still outstanding, and are 
considered to be defeased and the liability for those bonds has been 
removed from the District's financial statements. 
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C. Operating Transfers: 

 
   From                        To                                 Amount 
General Fund                At Risk 4-Year Old Fund             $   62,593 
General Fund                At Risk K-12 Fund                      245,000 
General Fund                Capital Outlay Fund                     59,764 
General Fund                Special Education Fund                 555,182 
General Fund                Contingency Reserve Fund               157,478 
Supp. General Fund          Driver Training Fund                     3,868 
Supp. General Fund          Special Education Fund                 177,331 
Supp. General Fund          Vocational Education Fund              183,268 

 
Note 4 Summary Disclosure of Significant Contingencies 

 
Federally Assisted Programs - Compliance Audits 

 
Amounts received or receivable from grantor agencies are subject 

to audit and adjustment by grantor agencies, principally the federal 
government.  Any disallowed claims, including amounts already collected, 
may constitute a liability of the applicable funds.  The amount, if any, 
of expenditures which may be disallowed by the grantor cannot be 
determined at this time although the School expects such amounts, if any, 
to be immaterial. 

 
Note 5 Joint Venture 

 
The District is a participant in a joint venture agreement with 

seven other school districts for the operation of the ANW Special 
Education Cooperative.  This Coop was formed under an inter-local 
agreement provided for by Kansas Statutes.  Each school district appoints 
one of its board members to serve as a member of the Coop governing 
board.  Each school district's annual contribution to the Coop is based 
on full time enrollment plus other minor adjustment factors.  Each school 
district has an unrecorded value equity interest in the Coop which is 
based on their percentage of contribution.  Complete separate statutory 
basis financial statements for the Coop are available at the ANW Special 
Education Cooperative administrative office in Humboldt, Kansas.  The 
District's operating contribution to the Coop for the 2009-2010 fiscal 
year, including State Aid passed through to the Coop from the State of 
Kansas, was $722,522, which represents 9.15% of all contributions made by 
the participating school districts. 

 
Note 6 Compliance with K.S.A 72-6417(d) and K.S.A. 72-6434(d) 

 
K.S.A. 72-6417(d) and K.S.A. 72-6434(d) requires the School 

District to record any payment of General State Aid that is due to be 
paid during the month of June, but is not paid to the School District 
until after June 30, as a receipt for the school year ending on June 30.  
This method of revenue recognition is an exception to the basis of 
accounting described in Note 1 of these financial statements, which 
requires revenue to be recognized when the cash is actually received.  As 
a result, Statement 1 includes $448,283 in State Aid which is due from 
the State of Kansas at June 30, 2010. These funds were received in July, 
2010. This amount consisted of $362,015 for the General Fund and $86,268 
for the Supplemental General Fund. These amounts have been included as 
revenue for the 2009-2010 fiscal year in the respective funds in 
accordance with K.S.A. 72-6417 (d) and K.S.A 72-6434 (d) and are shown as 
"Due from State of Kansas" on Statement 1. 

 
Note 7 Economic Dependency 
 

The State of Kansas provides general financial aid to the school 
district's General and Supplemental General funds for normal operating 
expenditures.  This state aid represents 89.0% and 47.0% of the General 
fund and Supplemental General fund revenues respectively. 
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF THE FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
Board of Education 
Unified School District No. 258 
Humboldt, Kansas 
 

We have audited the statutory basis financial statements of Unified School 
District No. 258, Humboldt, Kansas, as of and for the year ended June 30, 2010, and 
have issued our report thereon dated March 31, 2011.  We conducted our audit in 
accordance with auditing standards generally accepted in the United States of 
America, and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 

 
Internal Control Over Financial Reporting 

 
In planning and performing our audit, we considered Unified School District 

No. 258, Humboldt, Kansas, internal control over financial reporting as a basis for 
designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Unified School District No. 258, Humboldt, Kansas, internal 
control over financial reporting.  Accordingly, we do not express an opinion on the 
effectiveness of Unified School District No. 258, Humboldt, Kansas internal control 
over financial reporting. 

 
A control deficiency exists when the design or operation of a control does not 

allow management or employees, in the normal course of performing their assigned 
functions, to prevent or detect misstatements on a timely basis.  A significant 
deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the entity's ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting 
principles such that there is more than a remote likelihood that a misstatement of 
the entity's financial statements that is more than inconsequential will not be 
prevented or detected by the entity's internal control. 

 
A material weakness is a significant deficiency or combination of significant 

deficiencies that results in more than a remote likelihood that a material 
misstatement of the financial statements will not be prevented or detected by the 
entity's internal control. 

 
Our consideration of the internal control over financial reporting was for the 

limited purpose described in the first paragraph of this section and would not 
necessarily identify all deficiencies in internal control that might be significant 
deficiencies or material weaknesses.  We did not identify any deficiencies in 
internal control over financial reporting that we consider to be material 
weaknesses, as defined above. 

  
Compliance and Other Matters 

 
As part of obtaining reasonable assurance about whether Unified School 

District No. 258, Humboldt, Kansas statutory basis financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement 
amounts.  However, providing an opinion on compliance with those provisions was not 
an objective of our audit, and accordingly, we do not express such an opinion.  The 
results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 
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This report is intended solely for the information and use of the governing 

body and management of the Unified School District No. 258, Humboldt, Kansas, and 
for filing with the Kansas Department of Education, the Kansas Department of 
Administration, Division of Accounts and Reports, the cognizant federal agency, and 
other federal audit agencies.  This restriction is not intended to limit 
distribution of this report, which is a matter of public record. 

 
Respectfully Submitted, 
 

Schlotterbeck and Burns, LLC 
 
 

March 31, 2011 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH 
REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL 
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 

 
Board of Education 
Unified School District No. 258 
Humboldt, Kansas 
 
Compliance 

 
We have audited the compliance of Unified School District No. 258, Humboldt, 

Kansas, with the types of compliance requirements described in the U.S. Office of 
Management and Budget (OMB) Circular A-133 Compliance Supplement that are 
applicable to each of its major federal programs for the year ended June 30, 2010.  
Unified School District No. 258, Humboldt, Kansas, major federal programs are 
identified in the summary of auditor’s results section of the accompanying schedule 
of findings and questioned costs.  Compliance with the requirements of laws, 
regulations, contracts and grants applicable to each of its major federal programs 
is the responsibility of Unified School District No. 258, Humboldt, Kansas, 
management.  Our responsibility is to express an opinion on Unified School District 
No. 258, Humboldt, Kansas, compliance based on our audit. 

 
We conducted our audit of compliance in accordance with auditing standards 

generally accepted in the United States of America; the standards applicable to 
financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits of States, 
Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular 
A-133 require that we plan and perform the audit to obtain reasonable assurance 
about whether noncompliance with the types of compliance requirements referred to 
above that could have a direct and material effect on a major federal program 
occurred. An audit includes examining, on a test basis, evidence about Unified 
School District No. 258, Humboldt, Kansas compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances. 
We believe that our audit provides a reasonable basis for our opinion. Our audit 
does not provide a legal determination on Unified School District No. 258, 
Humboldt, Kansas compliance with those requirements. 

 
In our opinion, Unified School District No. 258, Humboldt, Kansas, complied, 

in all material respects, with the requirements referred to above that are 
applicable to each of its major federal programs for the year ended June 30, 2010. 

 
Internal Control Over Compliance 

 
The management of Unified School District No. 258, Humboldt, Kansas, is 

responsible for establishing and maintaining effective internal control over 
compliance with requirements of laws, regulations, contracts, and grants applicable 
to federal programs. In planning and performing our audit, we considered Unified 
School District No. 258, Humboldt, Kansas internal control over compliance with 
requirements that could have a direct and material effect on a major federal 
program in order to determine our auditing procedures for the purpose of expressing 
our opinion on compliance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance.  Accordingly, we do not express 
an opinion on the effectiveness of Unified School District No. 258, Humboldt, 
Kansas, internal control over compliance. 

 
A control deficiency in an entity's internal control over compliance exists 

when the design or operation of a control does not allow management or employees, 
in the normal course of performing their assigned functions, to prevent or detect 
noncompliance with a type of compliance requirement of a federal program on a 
timely basis.  A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity's ability to administer a 
federal program such that there is more than a remote likelihood that noncompliance 
with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the entity's internal control. 
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A material weakness is a significant deficiency or combination of significant 

deficiencies that results in more than a remote likelihood that a material 
noncompliance with a type of compliance requirement of a federal program will not 
be prevented or detected by the entity's internal control. 

 
Our consideration of the internal control over compliance was for the limited 

purpose described in the first paragraph of this section and would not necessarily 
identify all deficiencies in internal control that might be significant 
deficiencies or material weaknesses.  We did not identify any deficiencies in 
internal control over compliance that we consider to be material weaknesses, as 
defined above. 

 
This report is intended solely for the information and use of the governing 

body and management of the Unified School District No. 258, Humboldt, Kansas, and 
for filing with the Kansas Department of Education, the Kansas Department of 
Administration, Division of Accounts and Reports, the cognizant federal agency, and 
other federal audit agencies.  This restriction is not intended to limit 
distribution of this report, which is a matter of public record. 

 
Respectfully Submitted, 
 

Schlotterbeck and Burns, LLC 
 
 

March 31, 2011 
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A. Summary of Audit Results 
 

1. The auditor's report expresses an unqualified opinion on the special 
purpose financial statements of Unified School District No. 258, Humboldt, 
Kansas. 

 
2. No reportable conditions relating to the audit of the financial statements 

are reported in the "Independent Auditor's Report on Internal Control Over 
Financial Reporting and on Compliance and Other Matters Based on an Audit 
of the Financial Statements Performed in Accordance with Government 
Auditing Standards". 

 
3. No instances of noncompliance material to the financial statements of 

Unified School District No. 258, Humboldt, Kansas were disclosed during 
the audit. 

 
4. No reportable conditions relating to the audit of the major federal award 

programs are reported in the "Independent Auditor's Report on Compliance 
with Requirements Applicable to Each Major Program and Internal Control 
Over Compliance in Accordance with OMB Circular A-133". 

 
5. The auditor's report on compliance for the major federal award programs 

for Unified School District No. 258, Humboldt, Kansas expresses an 
unqualified opinion. 

 
6. There were no findings relating to the major federal award programs for 

Unified School District No. 258, Humboldt, Kansas, that are required to be 
reported in Part C of this Schedule. 

 
7. The programs tested as major programs were: CFDA #84.282 Charter Schools 

and #84.394 State Fiscal Stabilization Fund-Education State Grants, 
Recovery Act. 

 
8. The threshold for distinguishing Types A and B programs was $300,000. 
 
9. Unified School District No. 258, Humboldt, Kansas was not determined to be 

a low-risk auditee. 
 

B. Findings – Financial Statements Audit 
 
None. 
 

C. Findings and Questioned Costs – Major Federal Awards Program Audit 
 
None. 
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Unified School District No. 258
Humboldt, Kansas

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2010

Federal
Federal Grantor/Pass-through CFDA Federal
Grantor/Program Title       Number Expenditures

U.S. Department of Agriculture
  Passed through State Department
    of Education
      School Breakfast Program 10.553 $ 35,964
      National School Lunch Program 10.555 126,512
      Fresh Fruit and Vegetable Program 10.582 7,244
Total U.S. Department of Agriculture 169,720

U.S. Department of Education
  Rural Education 84.358 22,468
  Passed through State Department
    of Education
      Title I Grants to Local Educational Agencies 84.010 94,583
      Charter Schools 84.282 164,936 (1)
      Education Technology State Grants 84.318 14,007
      Improving Teacher Quality State Grants 84.367 20,296
      Statewide Data Systems 84.372 800
      Education Technology State Grants, Recovery Act (ARRA) 84.386 19,520
      Title I Grants to Local Educational Agencies, Recovery Act (ARRA) 84.389 21,321
      State Fiscal Stabilization Fund - Education State Grants, Recovery Act (ARRA 84.394 291,755 (1)
Total U.S. Department of Education 649,686

U.S. Department of Health and Human Services
  Passed through State Department of Education
      Cooperative Agreements to Support Comprehensive School Health Programs 93.938 500

U.S. Department of Homeland Security
  Passed through State Department of Education
      Emergency Management Performance Grants 97.042 750

Total Expenditures of Federal Awards 820,656

(1) These programs were considered major programs.

Note - Basis of Presentation
The schedule of expenditures of federal awards includes the federal grant activity of Unified
School District No. 258 and is presented on the cash basis of accounting, and accordingly,
represents the total cash expended for each program.  It does not include transactions that
might be included using the modified accrual basis of accounting which is the basis used in
the District's financial statements.  The information in this schedule is presented in
accordance with the requirements of OMB Circular A-133, Audits of States, Local Government,
and Non-Profit Organizations.

Reconciliation of federal expenditures to the financial statements: Actual Cash Transfers Expenditures Adjustment for Encumbrances Expenditures as
Received Among Programs per Statement 3 July 1, 2009 June 30, 2010 Presented Above

  School Breakfast Program 10.553 35,964       35,964       35,964        
  National School Lunch Program 10.555 126,512      126,512      126,512       
  Fresh Fruit and Vegetable Program 10.582 7,244        7,244        7,244         
  Rural Education 84.358 21,525       22,468       22,468        
  Title I Grants to Local Educational Agencies 84.010 94,634       90,634       4,358        (409)         94,583        
  Charter Schools 84.282 155,000      117,753      53,969       (6,786)       164,936       
  Education Technology State Grants 84.318 823          14,000      12,018       2,339        (350)         14,007        
  Improving Teacher Quality State Grants 84.367 28,752       (14,000)     12,906       7,452        (62)          20,296        
  Statewide Data Systems 84.372 800          800          800           
  Education Technology State Grants, Recovery Act (ARRA) 84.386 2,025        91,658       (72,138)      19,520        
  Title I Grants to Local Educational Agencies, Recovery Act (ARRA) 84.389 33,079       21,321       21,321        
  State Fiscal Stabilization Fund - Education State Grants, Recovery Act (ARRA) 84.394 291,755      291,755      291,755       
  Cooperative Agreements to Support Comprehensive School Health Programs 93.938 500          500          500           
  Emergency Management Performance Grants 97.042 750          750          750           

799,363      -         832,283      68,118       (79,745)      820,656       
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