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The management of East Bernstadt Independent  School District offers readers this narrative overview and analysis 
of the financial activities and educational programs of the District for the fiscal year ended June 30, 2013. We 
encourage readers to review the information presented here in conjunction with additional information found within 
the body of this audit. 
 
This Management Discussion and Analysis (MD&A) is an element of the reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements - and 
Management’s Discussion and Analysis - for State and Local Governments, issued June 1999; GASB Statement No. 
37, Basic Financial Statement - and Management Discussion and Analysis - for State and Local Governments: 
Omnibus, an amendment to GASB Statements No. 21 and No. 34, issued in June 2001; and in GASB Statement No. 
38,  Certain Financial Statement Note Disclosures, issued in 2001.  Certain comparative information between the 
current year and the prior year is required to be presented in the MD&A. 
 
FINANCIAL HIGHLIGHTS  
 

• The ending cash balance for the District was $3,503,399 in 2013 and $6,152,555 in 2012.  In 2013 and 2012, 
cash of $2,831,209 and $680,531 respectively, was reserved for capital projects.  
 

• The General Fund had $3,623,106 in revenue, excluding interfund transfers and proceeds from the sale of 
assets, which primarily consisted of the state program (SEEK) and property, utilities, and motor vehicle 
taxes.  Excluding interfund transfers, there was $3,491,865 in General Fund expenditures. 
 

• Governmental Capital Assets had a net increase of $3,214,396 during the current fiscal year. Business-Type 
Activities Capital Assets had a net increase of $348,568 during the current fiscal year. 
 

• Bonds are issued as the District renovates facilities consistent with a long-range facilities plan that is 
established with the community input and keeping with the Kentucky Department of Education stringent 
compliance regulations. The total debt increased by $1,670,907 during the current fiscal year. 

 
OVERVIEW OF FINANCIAL STATEMENTS 
 
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 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 position presents information on all of the District’s assets and liabilities, with the difference 
between the two reported as net position.  Over time, increases or decreases in net position may serve as a useful 
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 position changed during the most 
recent fiscal year.  All changes in net position 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. 
 
The government-wide financial statements outline functions of the District that are primarily 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 asset acquisitions and related debt are also supported by taxes and intergovernmental 
revenues. The government-wide financial statements can be found on the table of contents of this report.
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EAST BERNSTADT INDEPENDENT SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
Year ended June 30, 2013

Charges Operating Capital Business-
for Grants and Grants and Governmental Type

Expenses Services Contributions Contributions Activities Activities Total
FUNCTIONS/PROGRAMS
Governmental activities

Instruction 2,700,849$     -$             740,847$        -$                (1,960,002)$        -$                (1,960,002)$        
Student   151,208          -               51,093            -                  (100,115)             -                  (100,115)             
Instructional support 303,223          -               166,052          -                  (137,171)             -                  (137,171)             
District administration 463,059          -               83,026            -                  (380,033)             -                  (380,033)             
School administration 127,220          -               25,546            -                  (101,674)             -                  (101,674)             
Business operations 183,838          -               31,933            -                  (151,905)             -                  (151,905)             
Plant operations and maintenance 407,270          -               51,093            -                  (356,177)             -                  (356,177)             
Student transportation 157,015          -               44,706            -                  (112,309)             -                  (112,309)             
Other instructional -                  -               -                  -                  -                      -                  -                      
Community services 61,742            -               83,026            -                  21,284                -                  21,284                
Building acquisition and construction -                  -               -                  -                  -                      -                  -                      
Interest on long-term debt 491,728          -               -                  951,696          459,968              -                  459,968              

Total governmental activities 5,047,152       -               1,277,322       951,696          (2,818,134)          -                  (2,818,134)          

Business-type activities
Food service 321,382          49,382          242,683          377,426          -                      348,109          348,109              
Community service operations 10,103            8,608            -                  -                  -                      (1,495)             (1,495)                 

Total business-type activities 331,485          57,990          242,683          377,426          -                      346,614          346,614              

Total primary government 5,378,637$     57,990$        1,520,005$     1,329,122$     (2,818,134)          346,614          (2,471,520)          

General revenues
Taxes:

Property 213,904              -                  213,904              
Motor vehicle 66,096                -                  66,096                
Utility 129,159              -                  129,159              

Earnings on investments 9,799                  26                   9,825                  
State grants 2,458,902           -                  2,458,902           
Other local amounts 52,781                -                  52,781                
Transfers (1,234)                 1,234              -                      
Gain/(loss) on disposal
  of assets -                      -                  -                      

Total general revenues 2,929,407           1,260              2,930,667           

Change in net position 111,274              347,874          459,147              

Net position as of June 30, 2012 1,632,809           54,484            1,687,293           

Net position as of June 30, 2013 1,744,083$         402,358$        2,146,441$         

Program Revenues
Net (Expense) Revenue and

Changes in Net Position



EAST BERNSTADT INDEPENDENT SCHOOL DISTRICT

BALANCE SHEET -

GOVERNMENTAL FUNDS

June 30, 2013

ASSETS
Cash and cash equivalents
Accounts receivable:

Taxes
Intergovernmental - State

Total assets

LIABILITIES AND FUND BALANCES

Liabilities
Checks written in excess

of account balance
Accounts payable
Accrued liabilities
Deferred revenue
Current portion of accumulated

sick leave

Total liabilities

Fund balances
Restricted
Assigned
Unassigned

Total fund balances

General
Fund

11,038
45,006

61,268

117,312

4,380
255,368

259,748

Special
Revenue

Funds

Other Total
Construction Governmental Governmental

Fund Funds Funds

354,301 $

4,183
18,576

$ 3,174,805 $

34,609
377,060 $ 34,609 $ 3,174,805 $

$ 3,529,106

4,183
53,185

$ 3,586,474

27,567 $
1,538 343,596

5,504

34,609 343,596

2,831,209

2,831,209

27,567
356,172
45,006

5,504

61,268

495,517

Total liabilities and fund balances $ 377.060 $ 34,609 $ 3,174,805 $

2,831,209
4,380

255.368

3,090,957

$ 3,586,474

The accompanying notes are an integral part of these financial statements 10
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EAST BERNSTADT INDEPENDENT SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES 
     IN FUND BALANCES - GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
Year ended June 30, 2013

Net change in total fund balances - governmental funds (1,433,324)$   

Amounts reported for governmental activities in the statement of revenues,
expenses, and changes in net position are different because:

Capital outlays are reported as expenditures in the governmental fund financial 
statements because they use current financial resources, but they are treated 
as assets in the statement of revenues, expenses, and changes in net position
and depreciated over their estimated economic lives.  The difference is the
amount by which capital outlay exceeds depreciation expense for the year. 3,214,396       

Bond issuance costs are reported as expenditures in the fund financial statements
because they use current resources, but they are presented as assets in the
statement of revenues, expenses, and changes in net position and amortized
over the life of the bond (10,523)           

Bond and capital lease payments are recognized as expenditures of current
financial resources in the governmental fund financial statements, but are 
reductions of liabilities in the statement of net position. (1,670,907)      

Interest payments are recognized as expenditures of current financial
resources in the governmental fund financial statements, but are expensed as
incurred in the statement of revenues, expenses, and changes in net position. (51,210)           

Accumulated sick leave is recognized by the amount earned in the statement of 
revenues, expenses, and changes in net position, but the governmental
fund financial statements only recognize the obligations anticipated to be
retired from existing financial resources. 62,842            

Change in net position - governmental activities 111,274$        
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1.  REPORTING ENTITY 
 
The East Bernstadt Independent Board of Education (“Board”), a five-member group, is the level of government 
which has oversight responsibilities over all activities related to public elementary and secondary school 
education within the jurisdiction of East Bernstadt Independent School District (“District”).  The District receives 
funding from Local, State and Federal government sources and must comply with the commitment 
requirements of these funding source entities.  However, the District is not included in any other governmental 
“reporting entity” as defined in Section 2100, Codification of Governmental Accounting and Financial Reporting 
Standards.  Board members are elected by the public and have decision making authority, the power to 
designate management, the responsibility to develop policies which may influence operations and primary 
accountability for fiscal matters. 

The District, for financial purposes, includes all of the funds and activities relevant to the operation of the East 
Bernstadt Independent Board of Education.  The basic financial statements presented herein do not include 
funds of groups and organizations, which, although associated with the school system, have not originated 
within the Board itself such as Band Boosters, Parent-Teacher Associations, etc.  Such funds or groups have 
been considered as prospective component units under GASB Statement Number 39, Determining Whether 
Certain Organizations Are Component Units, and have been determined to have insignificant assets, 
liabilities, equity, revenue and expenditures to be considered component units.  In addition, the Board has the 
ability to exert little control over the fiscal activities of the funds or groups.   
 
The basic financial statements of the District include those of separately administered organizations that are 
controlled by or dependent on the Board.  Control or dependence is determined on the basis of budget 
adoption, funding, and appointment of the respective governing board. 
 
Based on the foregoing criteria, the financial statements of the following organization are included in the 
accompanying financial statements: 

East Bernstadt Independent School District Finance Corporation – In a prior year, the East Bernstadt 
Independent Board of Education resolved to authorize the establishment of the East Bernstadt 
Independent School District Finance Corporation (a non-profit, non-stock, public and charitable 
corporation pursuant to Section 162.385 of the School Bond Act and Chapter 273 and Section 58.180 
of the Kentucky Revised Statutes (the “Corporation”) to act as an agency for the District for financing 
the costs of school building facilities.  The members of the Board also comprise the Corporation’s 
Board of Directors. 

2.  BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The financial statements of the District have been prepared in conformity with generally accepted accounting 
principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards Board (GASB) 
is the accepted standard setting body for establishing governmental accounting and financial reporting 
principles. 
 
The District has elected to apply all applicable GASB pronouncements as well as Financial Accounting 
Standards Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before 
November 30, 1989 to its proprietary funds, unless those pronouncements conflict or contradict GASB 
pronouncements. 
 
The following is a summary of the basis of presentation: 
 
Government-wide Financial Statements - The statement of net position and the statement of activities display 
information about the District as a whole.  These statements include the financial activities of the primary 
government, except for fiduciary funds.  The statements distinguish between those activities of the District that 
are governmental, which normally are supported by tax revenues, and those that are considered business-type 
activities, which rely significantly on fees and charges for support. 
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2.  BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-CONTINUED 

The government-wide statements are prepared using the economic resources measurement focus and the 
accrual basis of accounting.  This is the same approach used in the preparation of the proprietary fund financial 
statements but differs from the manner in which governmental fund financial statements are prepared.  
Governmental fund financial statements therefore include reconciliations with brief explanations to better identify 
the relationship between the government-wide statements and the statements for governmental funds. 

The government-wide statement of activities presents a comparison between direct expenses and program 
revenues for each segment of the business-type activities of the District and for each function or program of the 
District’s governmental activities.  Direct expenses are those that are specifically associated with a service, 
program or department and are therefore clearly identifiable to a particular function.  Program revenues include 
charges paid by the recipient of the goods or services offered by the program and grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular program.  Revenues that are not 
classified as program revenues are presented as general revenues of the District.  The comparison of direct 
expenses with program revenues identifies the extent to which each business segment or governmental 
function is self-financing or draws from the general revenues of the District. 

Fund Financial Statements - Fund financial statements report detailed information about the District.  The 
focus of governmental and enterprise fund financial statements is on major funds rather than reporting funds by 
type.  Each major fund is presented in a separate column.  Nonmajor funds are aggregated and presented in a 
single column.  Fiduciary funds are reported by fund type. 

The accounting and reporting treatment applied to a fund is determined by its measurement focus.  All 
governmental fund types are accounted for using a flow of current financial resources measurement focus.  The 
financial statements for governmental funds are a balance sheet, which generally includes only current assets 
and current liabilities; and a statement of revenues, expenditures and changes in fund balances, which reports 
on the changes in total fund balances.  Proprietary funds and fiduciary funds are reported using the economic 
resources measurement focus.  The statement of cash flows provides information about how the District 
finances and meets the cash flow needs of its proprietary activities. 

Accounting principles generally accepted in the United States of America require that the General Fund be 
reported as a major fund.  All other governmental and proprietary funds whose assets, liabilities, revenues, or 
expenditures comprise at least 10% of the total for the relevant fund category and at least 5% of the 
corresponding total for all governmental and proprietary funds combined must also be reported as major funds. 

The District has the following funds: 

I. Government Fund Types 

 The General Fund is the main operating fund of the District.  It accounts for all revenues and 
expenditures of the District not encompassed within other funds.  All general tax revenues and other 
receipts that are not allocated by law or contractual agreement to some other fund are accounted for in 
this fund. General operating expenditures and the capital improvement costs that are not paid through 
other funds are paid from the General Fund. This is a budgeted fund, and any fund balances are 
considered as resources available for use. This is always a major fund of the District. 

   
 The Special Revenue (Grant) Funds account for proceeds of specific revenue sources (other than 

expendable trusts or major capital projects) that are legally restricted to disbursements for specified 
purposes.  It includes federal financial programs where unused balances are returned to the grantor at 
the close of the specified project periods as well as the state grant programs.  Project accounting is 
employed to maintain integrity for the various sources of funds.  The separate projects of federally-
funded grant programs are identified in the Schedule of Expenditures of Federal Awards included in 
this report. This is a major fund of the District. 
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2.  BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-CONTINUED 

Revenues, Exchange and Non-exchange Transactions - Revenues resulting from exchange transactions, in 
which each party receives essentially equal value, is recorded on the accrual basis when the exchange takes 
place.  On a modified accrual basis, revenues are recorded in the fiscal year in which the resources are 
measurable and available.  Available means that the resources will be collected within the current fiscal year or 
are expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year.  For 
the District, available means expected to be received within sixty days of the fiscal year-end.  Nonexchange 
transactions, in which the District receives value without directly giving equal value in return, include property 
taxes, grants, entitlements and donations.  On an accrual basis, revenue from property taxes is recognized in 
the fiscal year for which the taxes are levied.  Revenue from grants, entitlements and donations is recognized in 
the fiscal year in which all eligibility requirements have been satisfied.  Eligibility requirements include timing 
requirements, which specify the year when the resources are required to be used or the fiscal year when use is 
first permitted; matching requirements, in which the District must provide local resources to be used for a 
specified purpose; and expenditure requirements, in which the resources are provided to the District on a 
reimbursement basis.  On a modified accrual basis, revenues from nonexchange transactions must also be 
available before they can be recognized. 

Deferred Revenue - Deferred revenue arises when assets are recognized before revenue recognition criteria 
have been satisfied. Grants and entitlements received before the eligibility requirements are met are recorded 
as deferred revenue. The District reports deferred revenue on its statement of net position and governmental 
funds balance sheet. In both the government-wide and governmental fund statements, grants that are intended 
to finance future periods are reported as deferred revenue. In subsequent periods, the liability for deferred 
revenue is removed from the statement of net position and governmental funds balance sheet and revenue is 
recognized. 

Expenses/Expenditures - On the accrual basis of accounting, expenses are recognized at the time they are 
incurred.  The measurement focus of governmental fund accounting is on flow of current financial resources.  
Expenditures are generally recognized in the accounting period in which the related fund liability is incurred 
except for (1) principal and interest on general long-term debt, which is recorded when due, and (2) the costs of 
accumulated unpaid vacation and sick leave, which are reported as fund liabilities in the period in which they will 
be liquidated with available financial resources rather than in the period earned by employees. 

The fair value of donated commodities used during the year is reported in the statement of activities as an 
expense with a like amount reported as donated commodities revenue. 

The measurement focus of governmental fund accounting is on decreases in net financial resources 
(expenditures) rather than expenses.  Expenditures are generally recognized in the accounting period in which 
the related fund liability is incurred, if measurable.  Allocations of cost, such as depreciation, are not recognized 
in governmental funds. 

Property Taxes 

Property taxes are levied by September 30 on the assessed value listed as of the prior January 1, for all real 
and personal property in the county.  The billings are considered due upon receipt by the taxpayer; however, the 
actual date is based on a period ending 30 days after the tax bill mailing.  Property taxes collected are recorded 
as revenues in the fiscal year for which they were levied.  All taxes collected are initially deposited into the 
General Fund and then transferred to the appropriate fund. 

The property tax rates (including exonerations) assessed for the year ended June 30, 2013, to finance the 
General Fund operations were $.402 per $100 valuation for real property, $.402 per $100 valuation for business 
personal property and $.304 per $100 valuation for motor vehicles. 

The District levies a utility gross receipts license tax in the amount of 3% of the gross receipts derived from the 
furnishings, within the county, of telephonic and telegraphic communications services, cablevision services, 
electric power, water, and natural, artificial and mixed gas. 
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15.  TRANSFER OF FUNDS 
 
The following transfers were made during the year: 
 

Type From Fund To Fund Purpose Amount
Matching Buidling Fund Debt Service Debt Service 269,494$         
Operating Building Fund Capital Outlay Operating 163,472$         
Operating Building Fund Construction Construction 210,503$         
Operating General Special Revenue Matching 7,410$             
Operating General After School Day Care Operating 1,234$             
Operating General FSPK Operating 65,329$           

 
 
16.  INTERFUND RECEIVABLES AND PAYABLES 
 
At June 30, 2013, there were no interfund balances outstanding that are reflected in the financial statements. 
 
17.  ON-BEHALF PAYMENTS 

The Commonwealth of Kentucky pays certain expenses on behalf of the District. These expenses include 
employee health insurance, the employer match of Kentucky Teachers’ Retirement System, certain other 
employee benefits, specific technology expense and debt service.  These amounts are included in the fund 
financial statements; however, the revenues and related expenditures are not budgeted amounts.  

The following payments for fringe benefits are included as revenues and expenses on the statement of 
activities: 

Retirement contributions to the Teachers'
  Retirement System of Kentucky  $                282,218 
Health and Life insurance 401,076                  
Other 34,348                    
Technology 42,077                    
Debt Service 243,900                  

1,003,619$             
 

18.  PRIVATE PURPOSE TRUST FUND – DENTAL FUND 

The District maintained a dental fund in order to provide dental benefits for its employees.  The total District 
contributions to the fund for the year ended June 30, 2013 amounted to $15,770, and employee contributions 
amounted to  $7,138.  Total benefits paid for the year amounted to $20,895.  The District terminated the plan as 
of June 30, 2013 and now offers a Delta Dental plan and the Board contributes 50% of individual plan costs 
which is approximately $10 per month.  The Board is not obligated to maintain the plan, and can terminate it at 
will. 

 

 

 

 

 






























