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Independent Auditor’s Report 

 
 
Mayor and Board of Commissioners  
City of Harrodsburg, Kentucky 
 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the City of Harrodsburg, Kentucky (the City) as 
of and for the year ended June 30, 2021, and the related notes to the financial statements, which collectively 
comprise the City’s basic financial statements as listed in the table of contents. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting principles generally accepted in the United States of America; this includes the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are 
free from material misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions 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 and the standards applicable 
to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United 
States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of 
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the City’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we express no such opinion. 
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate 
remaining fund information of the City, as of June 30, 2021, and the respective changes in financial position, and, 
where applicable, cash flows thereof for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 
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II 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s discussion 
and analysis, budgetary comparison information, net pension liability information, and net other postemployment 
benefits information on pages III through X and 49 through 58 be presented to supplement the basic financial 
statements. Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards generally accepted in 
the United States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial statements. We do not 
express an opinion or provide any assurance on the information because the limited procedures do not provide us 
with sufficient evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the City’s basic financial statements. The combining non-major fund financial statements and the combining 
proprietary fund financial statements are presented for purposes of additional analysis and are not a required part of 
the basic financial statements.  

The combining non-major fund financial statements and combining proprietary fund financial statements are the 
responsibility of management and were derived from and relate directly to the underlying accounting and other 
records used to prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to prepare 
the basic financial statements or to the basic financial statements themselves, and other additional procedures in 
accordance with auditing standards generally accepted in the United States of America. In our opinion, the 
combining non-major fund financial statements and combining proprietary fund financial statements are fairly stated 
in all material respects in relation to the basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated January 3, 2022, on our 
consideration of the City’s 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 
solely 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 effectiveness of the City’s internal control over financial 
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the City’s internal control over financial reporting and compliance. 
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OVERVIEW 

The report on Audited Financial Statements and Supplementary information for the year ended 
June 30, 2021 for the City of Harrodsburg; Kentucky contains various financial statements and 
disclosures required by GASB (Governmental Accounting Standards Board) and other reporting 
required by Federal and State Governments. 
 
BASIC FINANCIAL STATEMENTS 

The basic financial statements include both government-wide financial statements and fund 
financial statements. The government-wide financial statements include the Statement of Net 
Position and the Statement of Activities (on pages 1-4) and they provide information about the 
activities of the city as a whole and present a longer-term view of the City’s finances. The fund 
financial statements (beginning on page 5) focus on governmental activities and how various 
services were financed in the short-term as well as the balance remaining for future spending. 
Fund financial statements also report the City’s operations in more detail than government-wide 
statements by providing information about the City’s most significant funds. 
 
GOVERNMENT-WIDE FINANCIAL STATEMENTS 

The Statement of Net Position and the Statement of Activities report information on the City as a 
whole. These statements include assets and liabilities using the accrual basis of accounting, 
which is similar to the accounting basis used by most private sector companies. All the current 
year’s revenue and expenses are taken into account regardless of when cash is received or paid. 
These two statements report the City’s net position and the changes in net position. The City’s 
net position represents the difference between assets and liabilities, and is one way to measure 
the City’s financial health or financial position, over time, in that increases or decreases in the 
City’s net position is one indicator of whether its financial position is improving or deteriorating. 
Other factors, however, such as changes in the City’s tax base, economy, demographics and the 
condition of the City’s infrastructure need to be considered to assess the overall health of the 
City. 
 
In the Statement of Net Position and Statement of Activities we divide the City into two kinds of 
activities: 
 
Governmental Activities – Most of the City’s basic services are reported here including general 
government, police, fire, streets, cemeteries, culture & recreation, and communications. Taxes, 
licenses, permits, fees, fines, and state and federal grants, and service charges finance most of 
these activities. 
 
Business-type Activities – The City charges a fee to customers to help it recover all or most of 
the cost of certain services it provides. The City’s water and sewer services are the primary 
services reported here. 
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Our analysis primarily focuses on the net position (Table 1) and changes in net position (Table 2) 
of the City’s governmental and business-type activities.  
 
FUND FINANCIAL STATEMENTS 

The fund financial statements provide detailed information about the most significant funds, not 
the City as a whole. The City’s two types of funds, governmental and proprietary, use different 
accounting approaches. 
 
Governmental Funds – Most of the City’s basic services are reported in governmental funds, 
which focus on how money flows into and out of those funds and the balances left at year-end 
that are available for spending. These funds are reported using an accounting method referred to 
as the modified accrual basis of accounting which measures cash, and all other financial assets 
that can readily be converted to cash. The governmental fund statements provide a short-term 
view of the City’s general governmental operations and the basic services it provides. 
Governmental fund information helps you determine whether there are more of fewer financial 
resources that can be spent in the near future to finance the City’s programs. We describe the 
differences between governmental activities (reported in the Statement of Net Position and the 
Statement of Activities) and governmental funds in a reconciliation at the bottom of the fund 
financial statements.   
 
Proprietary Funds – When the City charges customers for the services it provides, these 
services are generally reported in proprietary funds.  Proprietary funds are reported in the same 
way that all activities are reported in the Statement of Net Position and the Statement of 
Activities. 
 
The City is also the trustee (or fiduciary) for certain activities. We exclude these activities from 
the City’s governmental-wide financial statements because the City’s use of these assets to 
finance its operations is very restricted. All of the City’s fiduciary activities are reported in the 
Statement of Net Position – Fiduciary Fund on page 12 and the Statement of Changes in Net 
Position- Fiduciary Fund on page 13. The City is responsible for ensuring that the assets reported 
in these funds are used for their intended purpose. 
  
The following are general comments regarding overall financial position and results of 
operations for the year. 
 
GOVERNMENTAL ACTIVITIES 

The change in the City’s net position is one way to measure the City’s financial health or 
financial position. As listed on Table 2, the City’s net position related to governmental activities 
decreased by $234,377 or approximately 14%, indicating a negative change in the City’s 
financial position. The largest portion of the City’s net position ($4,517,927) reflects its 
investment in capital assets (e.g. land, buildings, equipment, and infrastructure); less any related 
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outstanding debt used to acquire those assets. The City uses these capital assets to provide 
services to citizens; consequently, these assets are not available for future spending. Although 
the City’s investment in 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. Debt outstanding as of 
June 30, 2021 was $535,310 in capital leases and loans used for vehicle and equipment 
purchases, and for road resurfacing. This is a decrease of $204,905 or approximately 28% from 
the prior year. During the fiscal year ended June 30, 2021, the City entered into one capital leases 
for the purchase of body cameras for $39,073. Scheduled debt payments for all long-term debt of 
the City’s governmental activities in the amount of $243,978 were made during the year. As 
listed on Table I, the City’s unreserved and unrestricted governmental fund net position (deficit) 
was ($3,492,925) as of June 30, 2021.  
 
BUSINESS-TYPE ACTIVITIES 

The change in the City’s net position is one way to measure the City’s financial health or 
financial position. As listed in Table 2, the City’s net position related to business-type activities 
decreased by $1,068,124 or approximately 5.4%. The largest portion of the City’s net position 
($14,808,032) or approximately 78.4% reflects its investment in capital assets (e.g. land, 
building, equipment, and water and sewer treatment plants and distribution and collection 
systems infrastructure), less any related debt used to acquire those assets. The City uses these 
capital assets to provide services to citizens; consequently, these assets are not available for 
future spending. Although the City’s investment is reported net of related debt it should be noted 
that resources needed to repay this debt must be provided from other sources. Debt outstanding 
as of June 30, 2021 was $38,132,813 in capital leases for equipment and bonds and loans issued 
for major improvements to the utility infrastructure. This is a decrease of $1,389,478 or 
approximately 3.5% over the prior year. During the fiscal year ended June 30, 2021, the City 
made final draws on KIA Loan A16-033 for sewer rehabilitation in the amount of $189,607.  

 
Scheduled debt payments and redemption of bonds refinanced for all long-term debt of the City’s 
business-type activities in the amount of $1,579,086 were made during the year.  As listed on 
Table I, the City’s business-type activities maintained unrestricted net position of $1,950,918. 
This is a $764,768 increase over the prior year unrestricted net position.  
 
BUDGET AND OTHER REQUIRED SUPPLEMENTARY INFORMATION 

Required supplemental information starting on page 49 provides budgetary comparison 
schedules for the General Fund, GASB 68 net pension liability information, GASB 75 other 
post-employment benefits information, and notes to the required supplementary information.  
 
NET PENSION LIABILITY 

The City’s net pension liability is measured and reported in accordance with GASB Statement 
No. 68, Accounting and Financial Reporting for Pensions, which addresses financial reporting 
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for state and local government employers whose employees are provided with pensions through 
pension plans that are covered under Statement No. 67, Financial Reporting for Pension Plans. 
The guidance contained in Statement No. 68 changed how governments calculate and report the 
costs and obligations associated with pensions. Under the new standards, GASB requires that 
cost-sharing governments report a net pension liability, pension expense, and pension related 
deferred inflows and outflows of resources based on their proportionate share of the collective 
amounts for all governments in the plan. The City’s net pension obligation was $9,946,952 as of 
June 30, 2021, compared to $9,452,077 as of June 30, 2020.  
 
NET OPEB LIABILITY 

The City’s net OPEB liability is measured and reported in accordance with GASB Statement No. 
75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions, 
which addresses financial reporting for state and local government employers whose employees 
are provided with postemployment benefits other than pensions that are covered under Statement 
No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. The 
guidance contained in Statement No. 75 changed how governments calculate and report the costs 
and obligations associated with pensions. Under the new standards, GASB requires that cost-
sharing governments report a net OPEB liability, OPEB expense, and OPEB related deferred 
inflows and outflows of resources based on their proportionate share of the collective amounts 
for all governments in the plan. The City’s net OPEB liability was $3,114,430 as of June 30, 
2021, compared to $2,315,946 as of June 30, 2020. 
 
ECONOMIC OUTLOOK 

The economy and its effects on local employment levels continue to be a major concern for 
collection of license, fee, and permit revenue. The City collects 73% of its payroll license fees 
and net profits and 25% of total revenues of the General Fund from ten employers within the 
City limits. The billings to 18 customers represent 48% of the Utility system’s operating revenue. 
Improvements and expansions of infrastructure and past annexations provide the opportunity for 
continuous growth and development within the City. However, it is essential that effective and 
efficient economic development programs be pursued in order to ensure appropriately balanced 
development and to keep the community competitive in an increasing global market.     

 
The City currently has several commitments outstanding as of June 30, 2021. A discussion of 
these commitments can be found at footnote VII, page 47 of the financial statements. 
 
The City’s management assesses the financial health of the City’s funds on an ongoing basis and 
will continue to do so going forward. The most significant economic factors identified by the 
City’s management that will have a direct adverse effect on the financial condition of the City 
next year and beyond are the continued increases in retirement rates mandated by the state 
related to the hazardous and non-hazardous duty employees. The rates are expected to continue 
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to increase at a significant pace and will make it necessary for management to allocate the 
necessary funds to meet these higher retirement costs in the future. The funded status of the 
CERS plan will have a significant impact on the required contributions and the City’s 
proportionate share of the net pension and OPEB liabilities. House Bill 362 passed during the 
2018 legislative session caps the CERS employer contribution rate increases to 12 percent per 
year over the prior fiscal year through 2028.  
 
REQUEST FOR INFORMATION 

The financial statements of the City of Harrodsburg can be obtained from the City Clerk, City 
Hall, at 208 South Main Street, Harrodsburg, Kentucky, 40330. 
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Independent Auditor's Report on Internal Control over Financial Reporting  
Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance with Government Auditing Standards 
 
 
The Mayor and Board of Commissioners 
City of Harrodsburg, Kentucky 
 

We have audited, in accordance with the 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, the financial statements of the governmental activities, the business-type activities, 
each major fund, and the aggregate remaining fund information of the City of Harrodsburg, Kentucky (the City), as 
of and for the year ended June 30, 2021, and the related notes to the financial statements, which collectively 
comprise the City’s basic financial statements, and have issued our report thereon dated January 3, 2022. 

Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the City’s internal control over 
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not express an opinion 
on the effectiveness of the City’s internal control. 

A deficiency in internal control 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 and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control such that there is a reasonable possibility that a material misstatement of the City’s financial statements will 
not be prevented, or detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to 
merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we 
consider to be material weaknesses. However, material weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the City’s financial statements are free from 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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Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the 
results of that testing, and not to provide an opinion on the effectiveness of the City’s internal control or on 
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards 
in considering the City’s internal control and compliance. Accordingly, this communication is not suitable for any 
other purpose. 
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Certified Public Accountants 
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