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HARDIN COUNTY BOARD OF EDUCATION - ELIZABETHTOWN, KENTUCKY
MANAGEMENT'S DISCUSSION AND ANALYSIS (MD&A)

YEAR ENDED JUNE 30, 2010

The discussion and analysis of Hardin County Board of Education's financial performance provides an 
overall review of the School District's financial activities for the fiscal year ended June 30, 2010. The 
intent of this discussion and analysis is to review the School District's financial performance as a whole; 
readers should also review the financial statements and notes to the financial statements to enhance their 
understanding of the School District's financial performance.

FINANCIAL HIGHLIGHTS

The beginning General Fund fund balance was $16 million. The ending fund balance was 
$18.4 million. General fund revenues decreased $711 thousand and expenditures decreased 
$258 thousand compared to the previous fiscal year. Also, the General fund was responsible 
for paying $400 thousand in energy bond debt service. In addition, the General Fund 
transferred $312 thousand to the Special Revenue Fund for the technology grant match.

The beginning Construction Fund fund balance was $17.2 million. The ending fund balance 
was $3.9 million. The major reason for the change in fund balance was due to completion of 
North Middle School and North Hardin High School’s Phase II and III renovations. The District 
also began renovations to Parkway Elementary (formerly Radcliff Middle) and the North 
Hardin High School Phase V project.

The national economic climate resulted in the District receiving funds from the American 
Reinvestment and Recovery Act. The District received $8.5 million.

USING THIS ANNUAL REPORT

This discussion and analysis is intended to serve as an introduction to the District's basic financial 
statements. The District's basic financial statements comprise three components: 1) government-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report 
also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to 
provide readers with a broad overview of the District's finances, in a manner similar to a private-sector 
business.

The statement of net assets presents information on all of the District's assets and liabilities, with the 
difference between the two reported as net assets.  Over time, increases or decreases in net assets may 
serve as one indicator of whether the financial position of the District is improving or deteriorating. 

The statement of activities presents information showing how the District's net assets changed during the 
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise 
to the change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are 
reported in this statement for some items that will only result in cash flows in future fiscal periods.
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The government-wide financial statements outline functions of the District that are principally supported 
by property taxes and intergovernmental revenues (governmental activities). The governmental activities 
of the District include instruction, support services, operation and maintenance of plant, student 
transportation and operation of non-instructional services. Fixed assets and related debt are also 
supported by taxes and intergovernmental revenues.

The government-wide financial statements can be found on pages 11 - 12 of this report.

Fund financial statements.  A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives. This is a state mandated 
uniform system and chart of accounts for all Kentucky public school districts utilizing the MUNIS 
administrative software. The District uses fund accounting to ensure and demonstrate compliance with 
finance-related legal requirements. All of the funds of the District can be divided into three categories:  
governmental, proprietary funds and fiduciary funds. The fiduciary funds are agency funds for student 
education and private purpose trust funds. The proprietary funds are the food service, child care and 
educational television operations.  All other activities of the District are included in the governmental 
funds.
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The basic governmental fund financial statements can be found on pages 13 – 21 of this report.

Notes to the financial statements.  The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements.  The notes to 
the financial statements can be found on pages 22 - 37 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as an indicator of a government's financial position.  In the case of the 
District, assets exceeded liabilities by $84.1 million as of June 30, 2010. The largest portion of the 
District's net assets reflects its investment in capital assets (e.g., land and improvements, buildings and 
improvements, vehicles, furniture and equipment and construction in progress), less any related debt 
used to acquire those assets that is outstanding. The District uses these capital assets to provide 
services to its students; consequently, these assets are not available for future spending.  Although the 
District's investment in its capital assets is reported net of related debt, it should be noted that the 
resources needed to repay this debt must be provided from other sources, since the capital assets 
themselves are not be used to liquidate these liabilities. The District's financial position is the product of 
several financial transactions including the net results of activities, the acquisition and payment of debt, 
the acquisition, disposal and depreciation of capital assets.
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Net Assets for the period ending June 30, 2010 and 2009
(Table 1)

2010 2009 2010 2009 2010 2009

Current and Other Assets 27,866,996$ 38,203,500$ 1,671,973$ 1,027,156$ 29,538,969$ 39,230,656$
Capital Assets 167,978,725 153,586,333 1,322,182 1,237,938 169,300,907 154,824,271

Total Assets 195,845,721 191,789,833 2,994,155 2,265,094 198,839,876 194,054,927

Long-term Debt 103,336,801 104,838,922 - - 103,336,801 104,838,922
Other Liabilities 10,651,798 14,316,287 70,215 58,069 10,722,013 14,374,356

Total Liabilities 113,988,599 119,155,209 70,215 58,069 114,058,814 119,213,278

Net Assets
 Investment in capital assets
  (net of debt) 62,796,345 42,807,411 1,322,182 1,237,938 64,118,527 44,045,349
 Restricted 5,718,853 18,602,940 - - 5,718,853 18,602,940
 Unrestricted 13,341,924 11,224,273 1,601,758 969,087 14,943,682 12,193,360

Total Net Assets 81,857,122$ 72,634,624$ 2,923,940$ 2,207,025$ 84,781,062$ 74,841,649$

Governmental
Activities

Business-type
Activities

Total
Primary Government
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The following Table 2 presents a summary of changes in net assets for the fiscal years ended June 30, 
2010 and 2009.

2010 2009 2010 2009 2010 2009
REVENUES
  Program revenues
   Charges for services 100,894$    159,739$    3,314,262$ 3,197,242$ 3,415,156$  3,356,981$  
   Operating grants and
     contributions 26,113,157 16,772,332 5,832,381 5,153,562 31,945,538 21,925,894
   Capital grants and contributions 6,932,007 2,852,337 105,142 - 7,037,149 2,852,337
  General revenues
   Property taxes 25,322,821 23,688,870 - - 25,322,821 23,688,870
   Motor vehicle taxes 2,494,482 2,536,395 - - 2,494,482 2,536,395
   Utility taxes 5,308,036 5,059,620 - - 5,308,036 5,059,620
   Other taxes 5,228 5,115 - - 5,228 5,115
   Investment earnings 134,803 660,132 3,482 6,625 138,285 666,757
   State and formula grants 68,278,506 70,472,252 - - 68,278,506 70,472,252
   Miscellaneous 414,317 523,153 - - 414,317 523,153

Total revenues 135,104,251 122,729,945 9,255,267 8,357,429 144,359,518 131,087,374

EXPENSES
  Program Activities
   Instruction 76,357,959 71,251,522 - - 76,357,959 71,251,522
   Student support 7,708,015 7,107,283 - - 7,708,015 7,107,283
   Instructional staff support 7,398,709 6,840,695 - - 7,398,709 6,840,695
   District administrative support 1,285,021 377,399 - - 1,285,021 377,399
   School administrative support 6,375,237 5,764,712 - - 6,375,237 5,764,712
   Business support 1,575,009 1,537,966 - - 1,575,009 1,537,966
   Plant operation and maintenance 9,872,795 9,598,451 - - 9,872,795 9,598,451
   Student transportation 9,022,748 7,815,186 - - 9,022,748 7,815,186
   Community service activities 1,152,936 1,131,233 - - 1,152,936 1,131,233
   Other 43,540 63,384 - - 43,540 63,384
   Interest costs 4,951,293 5,116,820 - - 4,951,293 5,116,820

Business-type Activities
   Food service - - 8,091,866 7,932,507 8,091,866 7,932,507
   Childcare - - 499,346 433,971 499,346 433,971
   Educational television - - 85,631 100,892 85,631 100,892

Total expenses 125,743,262 116,604,651 8,676,843 8,467,370 134,420,105 125,072,021

   Special item - sale of building - 43,000 - - - 43,000
   Transfers (138,491) (504,554) 138,491 504,554 - -

Increase in net assets 9,222,498$  5,663,740$  716,915$   394,613$   9,939,413$  6,058,353$  

Governmental
Activities

Business-type
Activities

Total
Primary Government

Governmental Activities

Instruction comprises 61% of governmental program expenses. Support services expenses make up 35% 
of government expenses. The remaining expense for interest and other items accounts for 4% of total 
government expense.
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The Statement of Activities shows the cost of program services and the charges for services and grants 
offsetting those services. Table 3 shows, for government activities, the total cost of services and the net 
cost of services.  That is, it identifies the cost of these services supported by tax revenue and unrestricted 
State entitlements.

2010 2009 2010 2009

Instruction 76,357,959$  71,251,522$  50,163,374$ 57,530,414$
Support Services 44,390,470 40,172,925 40,036,994 36,621,421
Other 43,540 63,384 6,650 12,201
Interest costs 4,951,293 5,116,820 2,390,186 2,656,207

Total expenses 125,743,262$ 116,604,651$ 92,597,204$ 96,820,243$

Governmental Activities Total
Cost of Services Net Cost of Services

Business-Type Activities

The business-type activities include the food service, child care and educational television operations. 
These programs had total revenues of $9,255,267 and expenses of $8,676,843 for fiscal year 2010. Of 
the revenues, $3,314,262 was charges for services, $5,832,381 was from State and Federal operating
grants, $105,142 was from Federal capital grants and $3,482 was from investment earnings. Business 
activities receive no support from tax revenues. The food service fund also received $138,491 of capital 
asset contributions paid for from the Construction Fund. The School District will continue to monitor the 
charges and costs of this activity. If it becomes necessary, the School District will make adjustments to 
the operations of this activity.

The School District's Funds

Information about the School District's major funds starts on page 13. These funds are accounted for 
using the modified accrual basis of accounting. All governmental funds had total revenues and other 
financing sources of $143,248,028 and expenditures and other financing uses of $153,838,652. Net 
changes in fund balances for the year were most significant in the General Fund $2,359,607 and the 
Construction Fund ($13,295,454).

The increase in the General Fund was primarily due to budget initiative taken to reduce expenditures and 
not having to spend contingency funds. The decrease in the Construction Fund was due the spending of 
prior year’s bond proceeds.

General Fund-Budget Highlights

The School District's budget is prepared according to Kentucky law and is based on accounting for certain 
transactions on a basis of cash receipts, disbursements and encumbrances. The most significant 
budgeted fund is the General Fund. The State Department of Education requires a zero-based budget 
with any budgeted remaining fund balance shown as a contingency expense in the budget process.

For the General Fund revenues were budgeted at $76,021,529 with actual amounts of $97,118,130. 
Budgeted expenditures of $90,389,168 compare with actual expenditures of $94,072,210. The most 
significant fluctuation is for on-behalf payments of $17,798,808. If on-behalf payments were not included 
in revenues, revenues would be $79,319,322, which is $3,297,793 over budget. If on-behalf payments 
were not included in expenditures, expenditures would be $76,273,402, which is $14,115,766 under 
budget.
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Capital Assets and Debt Administration

Capital Assets

At the end of fiscal year 2010 the School District had $169,330,907 invested in land, land improvements, 
buildings, vehicles, equipment, and construction in progress, and $168,008,725 in governmental 
activities. Table 4 shows fiscal year 2010 and 2009 balances.

2010 2009 2010 2009 2010 2009

Land 5,359,248$    5,359,998$    16,790$      16,790$       5,376,038$    5,376,788$    
Land improvements 1,895,337 2,097,863 - - 1,895,337 2,097,863
Buildings and improvements 148,646,940 121,224,303 40,173 45,281 148,687,113 121,269,584
Technology 1,284,537 1,518,885 - 71 1,284,537 1,518,956
Vehicles 3,910,046 3,029,273 29,499 - 3,939,545 3,029,273
General equipment 1,786,478 1,468,713 1,235,720 1,175,796 3,022,198 2,644,509

  Total 162,882,586 134,699,035 1,322,182 1,237,938 164,204,768 135,936,973
Construction in progress 5,096,139 18,887,298 - - 5,096,139 18,887,298

  Total 167,978,725$ 153,586,333$ 1,322,182$ 1,237,938$  169,300,907$ 154,824,271$

Capital Assets
(Net of Depreciation)

Governmental
Activities

Business-type
Activities

Total
Primary Government

Table 5 shows the changes in capital assets for the fiscal years ended June 30, 2010 and 2009.

2010 2009 2010 2009 2010 2009

Beginning balance 153,586,333$ 133,507,761$ 1,237,938$ 806,692$     154,824,271$ 134,314,453$
Additions 20,011,261 25,617,675 253,030 604,089 20,264,291 26,221,764
Retirements (2,287) (117,173) - (5,181) (2,287) (122,354)
Depreciation (5,616,582) (5,421,930) (168,786) (167,662) (5,785,368) (5,589,592)

Ending balance 167,978,725$ 153,586,333$ 1,322,182$ 1,237,938$  169,300,907$ 154,824,271$

Activities Activities Primary Government

Change in Capital Assets

Governmental Business-type Total
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Construction was completed on North Middle School and North Hardin High School’s Phase II and III 
renovations. The District also began renovations to Parkway Elementary (formerly Radcliff Middle) and 
the North Hardin High School Phase V project. Ongoing construction costs are in construction in progress 
at June 30, 2010.

Debt

At June 30, 2010, the School District had $107,660,000 in bonds outstanding, of this amount $10,349,464
is to be paid from KSFCC funding provided by the State of Kentucky. A total of $5,120,000 is due within 
one year.

District Challenges for the Future

The primary challenges for Hardin County Schools are to continue to increase the level of achievement of 
our students, continue to maintain and improve the average daily attendance of our students, and 
continue to provide modern facilities for continuous growth in student enrollment.

The most important challenge is to increase the academic achievement of our students.  The District has 
increased the funding in several areas to move toward this goal. The District has implemented MAP and 
Compass Learning in many schools as measures to improve learning and data quality. Thoughtful Ed and 
Literacy First have continued to be funded as programs. The Distract has implemented programs to 
control energy costs and is saving approximately $500 thousand per year and has also streamlined 
telephone services to reduce costs. By making the district operations more efficient, money saved can be 
used to improve student achievement.

The second District challenge mentioned is maintaining and improving the average daily attendance. The 
District receives funding through the SEEK formula based on this count.  Growth within the district has 
increased. As a result of continued growth in average daily attendance the District has been able to levy 
the growth and BRAC nickel taxes. This additional revenue will greatly enhance the bonding capacity for 
the District to construct additional classroom space to meet the needs of additional students.  While 
attendance is critical to the funding of the District, it is more important to note that good attendance has a 
direct relationship to student achievement.  Maintaining excellence and emphasizing serving the public 
are the main factors influencing this district challenge.

We made an important step this year to continue construction projects to accommodate student growth. 
The District must make previsions for current enrollment growth and the growth in student population due 
to the impact of BRAC.

Adhering to the facilities plan is essential in providing excellent learning environments to meet the needs 
of all our students.

Future Budgetary Implications

In Kentucky, the public schools fiscal year is July 1 - June 30; other programs, i.e. some federal programs 
operate on a different fiscal calendar, but are reflected in the District overall budget.  By law, the budget 
must have a minimum 2% contingency. The District adopted a budget for 2010 - 2011 with a 2.4% 
contingency. Significant Board action that impacts the finances includes pay increases for all employees, 
additional spending for facility repairs outside of bonded building and renovation projects, and continued 
funding of Board initiatives.

Contacting the School District's Financial Management

This financial report is designed to provide our citizens, taxpayers, and investors and creditors with a 
general overview of the School District's finances and to show the School District's accountability for the 
money it receives. Questions about this report or additional information needed should be directed to 
Gary Milby, Associate Superintendent for Finance and Support (270) 769-8800, 65 W. A. Jenkins Road, 
Elizabethtown, Kentucky, 42701 or e-mail gary.milby@hardin.kyschools.us.
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