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BASIC FINANCIAL STATEMENTS



Hutchinson Community College and Area Vocational School

Statement of Net Assets
June 30, 2010

Hutchinson Component Unit
Community College HCC Endowment

ASSETS
Current Assets

Cash and cash equivalents 18,348,519$          598,996$               
Restricted cash and cash equivalents (bond proceeds) 944,866 - 
Investments - 1,803,135 
Receivables - federal and state grants & contracts 3,532,463 - 
Receivables - students (net of allowance of $168,500) 425,329 - 
Receivables - other 171,841 201,298 
Inventories 1,061,074 - 

Total current assets 24,484,092 2,603,429 

Noncurrent Assets
Investments - 3,928,974 
Receivables - students (net of allowance of $1,216,500) 1,158,818 - 
Receivables - other - 210,300 
Capital assets, net of accumulated depreciation 46,561,669 - 
Bond costs, net of accumulated amortization 190,199 - 

Total noncurrent assets 47,910,686 4,139,274 

TOTAL ASSETS 72,394,778$          6,742,703$            

LIABILITIES
Current Liabilities

Accounts payable and accrued expenses 2,759,949$            39,610$                 
Deposits held in custody for others 2,395,689 - 
Deferred revenue 87,344 - 
Accrued interest payable 240,515 - 
Compensated absences payable 286,001 - 
Early retirement benefits payable 100,675 - 
Capital lease obligations 473,760 - 
Loan payable - Kansas Board of Regents 1,019,724 - 
Revenue bonds 110,000 - 

Total current liabilities 7,473,657 39,610 
Noncurrent Liabilities

Compensated absences payable 81,175 - 
Early retirement benefits payable 66,574 - 
Other postemployment benefits payable 285,798 - 
Capital lease obligations 8,599,207 - 
Loan payable - Kansas Board of Regents 5,620,934 - 
Revenue bonds 6,655,000 - 

Total noncurrent liabilities 21,308,688 - 
TOTAL LIABILITIES 28,782,345 39,610 

NET ASSETS
Invested in capital assets, net of related debt 23,520,490 - 
Restricted for:

Nonexpendable - endowments - 3,838,448 
Expendable:

Capital outlay 393,181 - 
Restricted funds 7,061,180 2,864,645 
Revenue bond debt retirement 1,467,791 - 

Unrestricted 11,169,791 - 
Total net assets 43,612,433 6,703,093 

TOTAL LIABILITIES AND NET ASSETS 72,394,778$          6,742,703$            

The accompanying notes are an integral part of these financial statements. 13



Hutchinson Community College and Area Vocational School

Statement of Revenues, Expenses, and Changes in Net Assets
For the Year Ended June 30, 2010

Hutchinson Component Unit
Community College HCC Endowment

OPERATING REVENUES
Student tuition and fees 7,899,714$              -$                             

Less allowances for institutional scholarships (61,331) - 
Less allowances for federal grants (2,694,565) - 

Net student source revenue 5,143,818 - 
Federal sources 7,531,277 - 
State sources 248,202 - 
County sources 18,000 - 
Local sources 47,595 - 
Auxiliary enterprises:

Residential life (net of scholarship allowances of $750; revenues
are used as security for revenue bond series 2004) 1,226,385 - 

Campus store (net of sales discounts of $189,974;  revenues are
used as security for revenue bond series 2004) 2,605,393 - 

Union (revenues are used as security for revenue bond series 2004) 1,089,129 - 
Other auxiliary enterprises 916,469 - 

Private gifts and grants 47,299 - 
Other operating revenues 286,470 325,311 

Total operating revenues 19,160,037 325,311 
OPERATING EXPENSES

Educational and General:
Instruction 13,295,386 - 
Public service 1,920,758 - 
Academic support 2,026,001 - 
Student services 4,266,414 - 
Institutional support 3,680,688 1,365,133 
KPERS contribution paid directly by the State of Kansas 1,402,316 - 
Operations and maintenance of plant 3,174,598 - 
Depreciation and amortization 3,036,731 - 
Scholarships and grants 3,459,071 - 

Auxiliary Enterprises:
Residential life 784,521 - 
Campus store 2,230,095 - 
Union 908,843 - 
Other auxiliary enterprises 1,070,486 - 

Total operating expenses 41,255,908 1,365,133 
Operating income (loss) (22,095,871) (1,039,822) 

NONOPERATING REVENUES (EXPENSES)
State appropriations 8,083,300 - 
State contribution directly to the KPERS retirement system 1,402,316 - 
Local sources 12,919,447 - 
Private grants and gifts 1,079,734 1,838,667 
Loss on disposal of capital assets (64,162) - 
Investment income 46,692 623,749 
Interest on capital asset-related debt (767,802) - 

Net nonoperating revenues (expenses) 22,699,525 2,462,416 
Income before other revenues 603,654 1,422,594 

Capital grants and gifts 912,694 - 
Net increase (decrease) in net assets 1,516,348 1,422,594 

NET ASSETS
Net assets - beginning of year 42,096,085 5,280,499 

Net assets - end of year 43,612,433$            6,703,093$              

The accompanying notes are an integral part of these financial statements. 14



Hutchinson Community College and Area Vocational School

Statement of Cash Flows
For the Year Ended June 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Student tuition and fees 5,115,421$          
Grants and contracts 13,383,508 
Sales and services of auxiliary enterprises 5,837,376 
Private gifts and grants 47,299 
Other receipts 355,454 
Payments to employees for salaries and benefits (21,490,676) 
Payments to suppliers (13,622,160) 
Loans issued to students (7,470,369) 

Net cash provided (used) by operating activities (17,844,147) 

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State appropriations 8,083,300 
County and local appropriations 12,919,447 
Private gifts and grants 1,079,734 

Net cash flows provided (used) by noncapital financing activities 22,082,481 

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchases of capital assets (4,291,172) 
Proceeds from sales of capital assets 8,407 
Proceeds from debt 1,606,721 
Principal paid on debt and capital lease (1,550,957) 
Interest paid on debt and capital lease (775,793) 
Capital gifts and grants 912,694 

Net cash provided (used) by capital and related financing activities (4,090,100) 

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments 43,169 

Net cash provided (used) by investing activities 43,169 
Net increase (decrease) in cash and cash equivalents 191,403 

Cash and cash equivalents - beginning of year 19,101,982 

Cash and cash equivalents - end of year 19,293,385$        

RECONCILIATION OF NET OPERATING REVENUES (EXPENSES) TO
NET CASH USED IN OPERATING ACTIVITIES

Operating loss (22,095,871)$      
Depreciation and amortization expense 3,036,731 
Changes in operating assets and liabilities:

Receivables, net (2,110,943) 
Inventories (89,403) 
Accounts payable and accrued expenses 1,586,612 
Deferred revenue 86,044 
Accrued employee benefits 56,816 
Deposits held in custody for others 283,551 
Employee benefits paid directly by State of Kansas 1,402,316 

Net cash used in operating activities (17,844,147)$      

The accompanying notes are an integral part of these financial statements. 15
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HUTCHINSON COMMUNITY COLLEGE AND AREA VOCATIONAL SCHOOL

NOTES TO FINANCIAL STATEMENTS

June 30, 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Hutchinson Community College and Area Vocational School (College) is a public, two-year post-secondary 
educational institution.  It was established in 1928 to meet the diverse educational needs and interests of the 
citizens of Reno, Harvey, McPherson, Rice Counties, and adjacent areas, as well as residents from other 
localities who choose to attend.

The accounting and reporting policies of the College relating to the accompanying financial statements 
conform to accounting principles generally accepted in the United States of America (GAAP) applicable to 
public institutions engaged only in business-type activities adopted by the Governmental Accounting 
Standards Board (GASB).  The GASB is the accepted standard-setting body for establishing governmental 
accounting and financial reporting principles.

(a) Reporting Entity

The College is a special-purpose government that is governed by a Board of Trustees elected by the 
voters of Reno County, Kansas.  It is legally separate and fiscally independent of other state and local 
governments.  The accompanying financial statements present the activities of the College (the primary 
government) and its discretely presented component unit.  The component unit discussed below is 
included in the College’s reporting entity because of the significance of its financial relationship with the 
College.  The financial data of the College’s component unit is discretely presented in a separate column 
to emphasize that it is a legally separate entity. 

Hutchinson Community College Endowment Association (Endowment) is a legally separate, tax-exempt 
component unit of the College.  The Endowment acts primarily as a fund-raising organization to 
supplement the resources that are available to the College in support of its programs.  Although the 
College does not control the timing or amount of receipts from the Endowment, the majority of 
resources, or income thereon, that the Endowment holds and invests are restricted to the activities of the 
College by the donors.  Because these restricted resources held by the Endowment can only be used by, 
or for the benefit of, the College, the Endowment is considered a component unit of the College and is 
discretely presented in the College’s financial statements.  For financial reporting purposes only the 
Endowment’s statements of financial position and activities are included in the College’s financial 
statements as required by generally accepted accounting principles for public colleges and universities.

For financial reporting purposes, the Endowment follows the provisions of the Financial Accounting 
Standards Board (FASB) which establish the financial reporting standards for all nonprofit organizations.  
As such, certain revenue recognition criteria and presentation features are different from GASB revenue 
recognition criteria and presentation features.  With the exception of necessary presentation adjustments, no 
modifications have been made to the Endowment’s financial information.  Complete financial statements 
for the Endowment can be obtained from the Endowment’s business office.

(b) Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The College’s financial statements have been presented using the economic resources measurement focus 
and the accrual basis of accounting.  Under the accrual basis, revenues are recorded when earned, and 
expenses are recorded when an obligation has been incurred.  Property taxes are recognized in the year for 
which they are levied.  State appropriations are recognized as revenue in the year in which the appropriation 
is first made available for use.  Grants and similar items are recognized as revenues as soon as all eligibility 
requirements imposed by the provider have been met.  All significant inter-fund transactions have been 
eliminated.

The College has the option to apply all Financial Accounting Standards Board (FASB) pronouncements 
issued after November 30, 1989, unless these pronouncements conflict with Governmental Accounting 
Standards Board pronouncements.  The College has elected not to apply FASB pronouncements issued 
after the applicable date.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Measurement Focus, Basis of Accounting, and Financial Statement Presentation 
(Continued)

The College does not present budgetary comparison information in the basic financial statements or as 
required supplemental information. This is because the College reports as a business-type activity and does 
not have the reporting requirements related to major funds. The College does present budgetary comparison 
information in the supplementary information to these financial statements. 

The preparation of financial statements in conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates and assumptions that affect certain 
reported amounts of assets, liabilities, revenues, and expenses.  Accordingly, actual results could differ from 
those estimates.

(c) Assets, Liabilities, and Equity
Deposits and Investments

Kansas Statute 12-1675 authorizes the College to invest monies in time deposits, certificates of deposits, 
repurchase agreements consisting of obligations insured by the U.S. government or any agency thereof, 
U.S. Treasury bills or notes with maturities not exceeding two years, and the Kansas Municipal Investment 
Pool.  Investments are reported at fair value based on quoted market prices.

Cash resources of the individual funds (except for any proceeds of revenue bonds, which are separately 
invested) are combined to form a pool of cash and temporary investments that are managed by the College.  
Investments of the pooled accounts consist primarily of certificates of deposits.  Interest income earned is 
allocated to various funds based upon statutory guidelines.

Cash maintained in escrow accounts specifically designated for bond repayments and reserves are classified 
as restricted cash.

For purposes of the statement of cash flows, the College considers all investments with original maturities 
of one year or less to be cash equivalents.

Accounts Receivable

Accounts receivable consists of tuition and fee charges to students, amounts due from the federal, state, and 
local governments in connection with reimbursement of allowable expenditures made pursuant to the 
College’s grants and contracts, and other receivables.  Accounts receivable are recorded net of estimated 
uncollectible amounts.

Inventories

Inventories of the campus store are stated at the lower of cost or market, cost being determined principally 
on the basis of average cost. Campus store inventories consist of books, clothing, and supplies.  Inventories 
have been adjusted for obsolete merchandise.  They are recorded as expenditures when consumed rather 
than when purchased.

Inventory of educational activities are valued at the estimated sales price less selling costs which is in 
accordance with established industry practices.  Inventory relates to crops, livestock, and ag diesel 
mechanics.

Capital Assets

Capital assets are recorded at cost at the date of acquisition, or fair market value at the date of donation in 
the case of gifts.  For equipment, the College’s capitalization policy includes all items with a unit cost of 
$500 or more, and an estimated useful life of greater than three years.  Renovations to buildings and land 
improvements that significantly increase the value or extend the useful life of the structure are capitalized.  
Routine repairs and maintenance are charged to operating expense in the year in which the expense was 
incurred.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Assets, Liabilities, and Equity (Continued)
Capital Assets (Continued)

Depreciation is computed on assets having a value of more than $5,000 using the straight-line method over 
the estimated useful lives of the assets.  Depreciation is not allocated to the various functions of the College 
but is reported separately on these financial statements.  The amortization expense of equipment under 
capital leases is included in depreciation expense.

Estimated useful lives used for calculating depreciation are as follows:

Land improvements – 10 to 15 years
Buildings – 15 years
Furniture – 10 years
Equipment – 5 to 7 years

Deferred Revenues

Deferred revenue includes amounts received for tuition, fees, and certain auxiliary activities prior to the end 
of the fiscal year but related to the subsequent accounting periods.  Deferred revenue may also include 
amounts received from grant and contract sponsors that have not yet been earned.

Federal Financial Assistance Programs

Federal programs are audited in accordance with the U.S. Office of Management and Budget Circular A-
133 Audits of States, Local Governments, and Non-Profit Organizations.

Compensated Absences Payable

Employee vacation and sick leave pay is accrued at year-end for financial statement purposes.  The liability 
is recorded in the statement of net assets and a related expense is recorded in the statement of revenues, 
expenses, and changes in net assets.  

For vacation pay, the amount is based on leave earned, but not taken.  Employees are allowed to carry over 
a limited number of vacation days from year to year.

Unused sick leave is accumulated up to a specified maximum number of days.  Upon separation from the 
College, the compensation is based upon a pre-determined daily dollar amount multiplied by the number of 
accumulated sick days.

Noncurrent Liabilities

Noncurrent liabilities include (1) principal amounts of bonds payable, loans payable, and capital lease 
obligations with contractual maturities greater than one year; and (2) estimated amounts for the early 
retirement benefits, compensated absences, and other postemployment benefits not anticipated to be paid 
within the next fiscal year.

Net Assets

The College’s net assets are classified as follows:

Invested in capital assets, net of related debt – This represents the College’s total investment in capital 
assets, net of outstanding debt obligations related to those capital assets.  To the extent debt has been 
incurred but not yet expended for capital assets, such amounts are not included as a component 
invested in capital assets, net of related debt.

Restricted net assets – nonexpendable – Restricted nonexpendable net assets consist of endowment and 
similar type funds in which donors or other outside sources have stipulated, as a condition of the gift 
instrument, that the principal is to be maintained in perpetuity, and invested for the purpose of 
producing present and future income, which may either be expended or added to principal.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(c) Assets, Liabilities, and Equity (Continued)

Net Assets (Continued)

Restricted net assets – expendable – Restricted expendable net assets include resources in which the 
College is legally or contractually obligated to spend resources in accordance with restrictions imposed 
by external third parties.

Unrestricted net assets – Unrestricted net assets represent resources derived from student tuition and 
fees, state appropriations, and sales and services of auxiliary enterprises.  These resources are used for 
transactions relating to the educational and general operations of the College, and may be used at the 
discretion of the governing board to meet current expenses for any purpose.

Use of Restricted / Unrestricted Net Assets

When an expense is incurred that can be paid using either restricted or unrestricted resources, the College’s 
policy is to first apply the expense towards restricted resources, and the remaining balance towards 
unrestricted resources.

Classification of Revenues

The College has classified its revenues as either operating or nonoperating revenues according to the 
following criteria:

Operating revenues – Operating revenues include activities that have the characteristics of exchange 
transactions, such as (1) student tuition and fees, net of scholarship allowances, (2) sales and services of 
auxiliary enterprises, and (3) most federal, state and local grants and contracts.

Nonoperating revenues – Nonoperating revenues include activities that have the characteristics of 
nonexchange transactions, such as gifts and contributions, and other revenue sources such as state and 
county appropriations and investment income.

Scholarship Allowances

Student tuition and fee revenues, and certain other revenues from students, are reported net of scholarship 
allowances in the statement of revenues, expenses, and changes in net assets.  Scholarship allowances are 
the differences between the stated charge for goods and services provided by the College, and the amount 
that is paid by students and/or third parties making payments on the student’s behalf.  Certain governmental 
grants, such as PELL, Supplemental Educational Opportunity Grants (SEOG), and other federal, state or 
nongovernmental programs, are recorded as either operating or nonoperating revenues in the College’s 
financial statements.  To the extent that revenues from such programs are used to satisfy tuition and fees 
and other student charges, the College has recorded a scholarship allowance.

Property Tax Information

The County Appraiser is responsible for assessment of all taxable property within Reno County.  The 
County Clerk computes the annual tax and issues the tax bills to all taxpayers.  Property taxes are collected 
by the County Treasurer, who remits to the College its respective share of the tax collections.  Property 
taxes become a lien against all property on November 1st.  Taxpayers have the option of paying in full, or in 
two installments.  The installment dates are December 20 and May 10.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

(a) Budgetary Information

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 fiscal 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.

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.  There were no such 
budget amendments for this year.

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.

All legal annual operating budgets are prepared using the statutory basis 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 unused budgeted 
expenditure authority lapses at year-end.

A legal operating budget is not required for current restricted funds, capital project funds, trust funds, and 
some special revenue funds.  Spending in funds which are not subject to the legal annual operating 
budget requirement is controlled by federal regulations, other statutes, or by the use of internal spending 
limits established by the governing body.

(b) Cash-Basis Law (KSA 10-1113)

Kansas municipalities are subject to the cash-basis law as stated in Kansas Statute 10-1113.  In 
accordance with Kansas Statute 12-1663, some sub-funds of the Restricted Funds have a negative 
unencumbered cash balance at June 30, 2010, and will be reimbursed from federal grants, state grants, 
and other contracts for expenditures already incurred by the College.  This combined receivable has been 
recognized for GAAP purposes on these financial statements.

(c) Unclaimed Property Act (KSA 58-3935)

Kansas municipalities are subject to the unclaimed property act as stated in Kansas Statute 58-3935. In 
accordance with the statute, payroll checks are subject to unclaimed property after one year. The College 
has several payroll checks outstanding that were issued over one year ago. The College is remitting these 
checks to the State.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

3. DEPOSITS AND INVESTMENTS

As of June 30, 2010, the College had cash and cash equivalents as listed below:

Deposits in financial banking institutions 5,660,864$      
Certificates of deposit 6,000,000 
State investment pool 6,687,655 
Total cash and cash equivalents 18,348,519 

Deposits in financial banking institutions – bond proceeds 944,866 
Total restricted cash and cash equivalents 944,866 

Combined cash and cash equivalents 19,293,385$    

The College did not have any activity in investment-type assets.

The College’s policies relating to deposits and investments are governed by various Kansas Statutes 
(KSA).  Those statutes specify the type of deposits and investments as well as the securing of those 
deposits and investments.

Interest rate risk – In accordance with Kansas Statute 12-1675, the College manages its exposure to 
interest rate fluctuations by limiting all time investments to maturities of less than two years.

Credit risk – State law limits the amount of credit risk by restricting governments to specific investment 
types as listed in KSA 12-1675.  The College’s practice is to place idle funds in certificates of deposits, 
United State obligations, and the Kansas Municipal Investment Pool (KMIP).  The KMIP was rated 
AAAf/S1+ by Standard & Poor’s as of March, 2010.  The KMIP is permitted to invest in fully 
collateralized certificates of deposit, certain obligations of the United States, certain repurchase/reverse 
repurchase agreements, and other types of investments.

Custodial credit risk – The custodial credit risk for deposits is the risk that, in the event of the failure of a 
depository financial institution, a government will not be able to recover deposits or will not be able to 
recover collateral securities that are in the possession of an outside party.  The custodial credit risk for 
investments is the risk that, in the event of the failure of the counterparty to a transaction, a government 
will not be able to recover the value of investment or collateral securities that are in the possession of an 
outside party.  Kansas Statutes 9-1402 and 9-1405 requires that governments obtain security for all 
deposits.  The College manages its custodial credit risk by requiring the financial institutions to grant a 
security interest in securities held by third-party custodial banks.  Monies in the Kansas Municipal 
Investment Pool are not required to have pledged securities.  As of June 30, 2010, the College was not 
exposed to custodial credit risk with its deposits or investments.

Concentration of credit risk – This is the risk of loss attributed to the magnitude of a government’s 
investment in a single issuer.  The College manages this risk by placing funds with financial institutions 
only after contacting all eligible institutions in the taxing area and by the fact that the monies in the KMIP 
are diverse according to the policies of the investment pool.

Component unit – Investments of the Hutchinson Community College Endowment Association consists of 
mutual funds, treasury obligations, certificates of deposits, and other investments.  These investments are 
managed by the Finance Committee of the Endowment Association.  The type of investments are not 
regulated by Kansas Statutes.  These investments are subject to all normal market risks.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

4. CAPITAL ASSETS

Following are the changes in capital assets for the year ended June 30, 2010:

Beginning (Decrease) Ending 
Balance Increases Adjustments Balance

Non-depreciable capital assets:
Land 153,414$      -$                  -$                  153,414$      
Books and films 1,094,904 - - 1,094,904 
Construction in progress 6,916,494 2,294,860 - 9,211,354 

Total non-depreciable
capital assets 8,164,812 2,294,860 - 10,459,672 

Depreciable capital assets:
Improvements 2,399,861 62,692 - 2,462,554 
Buildings 33,464,138 - - 33,464,138 
Equipment 21,162,026 1,018,995 (104,513) 22,076,508 

Total depeciable
capital assets 57,026,025 1,081,687 (104,513) 58,003,200 

Less accumulated depreciation:
Improvements (792,693) (139,406) - (932,099) 
Buildings (13,019,040) (1,216,037) - (14,235,077) 
Equipment (5,091,484) (1,674,488) 31,945 (6,734,027) 

Total accumulated
depreciation (18,903,217) (3,029,931) 31,945 (21,901,203) 

Total depreciable capital assets (net) 38,122,808 (1,948,244) (72,568) 36,101,997 

Total capital assets, net 46,287,620$ 346,616$      (72,568)$       46,561,669$ 

5. LONG-TERM LIABILITIES

The following is a summary of long-term liability transactions for the year ended June 30, 2010:

Beginning Payments/ Ending Current
Balance Additions Reductions Balance Portion

Revenue bonds 6,870,000$  -$                 (105,000)$    6,765,000$  110,000$     
Board of Regents PEI loan 7,660,381 - (1,019,723) 6,640,658 1,019,724 
Capital lease obligations 9,147,566 351,635 (426,234) 9,072,967 473,760 
Compensated absences 385,886 1,723 (20,433) 367,176 286,001 
Early retirement benefits 223,622 50,480 (106,853) 167,249 100,675 
Post employment healthcare 153,899 131,899 - 285,798 - 

Total long-term liabilities 24,441,354$ 535,737$     (1,678,243)$ 23,298,848$ 1,990,160$  

The revenue bonds will be paid through the revenues generated from the Dormitory, Union, and Campus 
Store activities.  The Board of Regents loan will be paid through the Capital Outlay Fund.  The capital lease 
obligations are liquidated through the Central Administrative Funds and the General Fund.  The 
compensated absences, early retirement benefits, and the postemployment healthcare benefits are generally 
liquidated by the General Fund and the Vocational Education Fund.
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Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

5. LONG-TERM LIABILITIES (Continued)

(a) Revenue Bonds

The College issued the Student Union and Dormitory System Refunding and Improvement Revenue Bonds 
Series 2004. The original issue amount was $7,265,000, due in annual principal installments ranging from 
$110,000 to $780,000 through year 2038.  Interest rates vary from 3.625% to 5.25%.  The bonds are 
secured by the net revenues of the Dormitories, Union, and Campus Store activities.

The annual debt service requirements for the revenue bonds are as follows:

Year Ending Principal Interest Total
06/30/11 110,000$      332,128$      442,128$      
06/30/12 115,000 328,049 443,049 
06/30/13 120,000 323,565 443,565 
06/30/14 120,000 318,765 438,765 
06/30/15 135,000 313,240 448,240 

6/30/16 - 6/30/20 755,000 1,473,543 2,228,543 
6/30/21 - 6/30/25 975,000 1,266,875 2,241,875 
6/30/26 - 6/30/30 1,255,000 985,162 2,240,162 
6/30/31 - 6/30/35 1,630,000 608,288 2,238,288 
6/30/35 - 6/30/38 1,560,000 137,000 1,697,000 

Total 6,775,000$   6,086,615$   12,861,615$ 

(b) Kansas Board of Regents PEI Loan

The College entered into a loan with the Kansas Board of Regents to finance the costs of certain 
infrastructure improvement bonds.  The original loan amount was $8,157,790, due in annual principal 
installments of $1,019,724 through year 2016 and a final payment of $522,315 in year 2017.  Interest rate is 
0%.  The College has elected to not impute interest based on guidance in the GASB Comprehensive 
Implementation Guide.

The remaining debt service requirement for the loan is as follows:

Year Ending Principal Interest Total
06/30/11 1,019,724$   -$                  1,019,724$   
06/30/12 1,019,724 - 1,019,724 
06/30/13 1,019,724 - 1,019,724 
06/30/14 1,019,724 - 1,019,724 
06/30/15 1,019,724 - 1,019,724 

6/30/16 - 6/30/18 1,542,038 - 1,542,038 

Total 6,640,658$   -$                  6,640,658$   

(c) Capital Lease Obligations

The College has entered into various lease agreements for financing the acquisition of equipment.  The lease 
agreements qualify as capital leases for accounting purposes and, therefore, have been reported at the 
present value of their future minimum lease payments as of the inception date.  The equipment totaled 
$351,635 and is included in the capital assets of the College.  The amortization of this equipment has been 
included in the College’s depreciation expense.
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5. LONG-TERM LIABILITIES (Continued)

(c) Capital Lease Obligations (Continued)

The College has a lease agreement with the Educational Facilities Authority of Reno County for Gowans 
Stadium.  The lease agreement qualifies as a capital lease for accounting purposes and, therefore, has been 
reported at the present value of the future minimum lease payments as of the inception date.  The 
construction and equipment totaled $2,689,646 and is included in the capital assets of the College.

The College also has a lease agreement with Honeywell, Inc.  The lease agreement qualifies as a capital 
lease for accounting purposes and, therefore, has been reported at the present value of the future minimum 
lease payments as of the inception date.  The construction and future equipment totaled $7,180,000 and is 
included as an asset in the construction in progress of the College.

The annual debt service requirements for the capital leases are as follows:

Year Ending Principal Interest Total
06/30/11 473,760$      422,330$      896,090$      
06/30/12 506,522 399,667 906,189 
06/30/13 535,575 375,443 911,018 
06/30/14 560,892 350,095 910,987 
06/30/15 533,224 325,050 858,274 

6/30/16 - 6/30/20 2,268,508 1,272,162 3,540,670 
6/30/21 - 6/30/25 2,194,316 794,443 2,988,759 
6/30/25 - 6/30/29 2,000,170 217,038 2,217,208 

Total 9,072,967$   4,156,228$   13,229,195$ 

(d) Early Retirement Benefit Plan

At the discretion of the Board of Trustees, the College offers a voluntary early retirement plan to eligible 
employees.  Employees must have completed at least 15 years of full-time and continuous service with the 
College and must be eligible to receive unreduced KPERS retirement benefits.  Benefits apply for a 
maximum of 38 months, or until the employee is eligible for full social security benefits, whichever occurs 
first.  This benefit program is unfunded and current costs are paid by the General Fund and the VoTech 
Fund.  For the year ended June 30, 2010, the College paid $84,344 in benefits.  The liability for the early 
retirement benefit plan includes the expected cash outflows discounted at an average of 3.66%.  At year-
end, there were 18 retirees receiving benefits.

(e) Revenue Bond Covenants

The College is required to maintain certain covenants related to the revenue bond.  Specifics of these 
covenants are as follows:
a. The 2004 Revenue Bond covenants request the number of users served by the Student Union and 

Dormitory System (System).  The number of users totaled 9,571.
b. The 2004 Revenue Bond covenants request information on insurance coverage for the System.  

Insurance is as follows:

Expiration Annual
Character Amount Date Premium
Building $19,700,000 07/01/10 $15,530
Personal property 715,000 07/01/10 564

In addition to the above listing of insurance, the System is included in the College’s general liability 
insurance coverage of $1,000,000 (single occurrence) and the College’s business income insurance 
coverage.



25

Hutchinson Community College and Area Vocational School
Notes to Financial Statements (Continued)

5. LONG-TERM LIABILITIES (Continued)
(e) Revenue Bond Covenants (Continued)
c. The 2004 Revenue Bond covenants request specific financial information as follows:

Student Student Campus
Union Housing Store Total

Gross revenue 1,089,129$ 1,227,135$ 2,795,368$ 5,111,632$ 
Gross expenditures (695,843) (510,271) (2,417,646) (3,623,760) 
Adjustment

Capital purchases 19,657 - 1,597 21,254 
Transfers in (out) 62,000 - (12,000) 50,000 

Net revenues 474,943$    716,864$    367,319$    1,559,126$ 

d. The 2004 Revenue Bond covenants request the amount in the Bond Reserve Account created by the 
Bond Resolution.  The fund balance in this account is $459,000.

e. The operation and maintenance accounts are represented by the fund balances of the individual 
operating funds.

Student Union 394,186$    
Student Housing 1,914,662 
Campus Store 1,685,815 

3,994,663$ 

6. DEFINED BENEFIT RETIREMENT PLANS
Plan Description - The College participates in the Kansas Public Employees Retirement System (KPERS), 
a cost-sharing multiple-employer defined benefit pension plan as provided by KSA 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 South Kansas, Suite 100, Topeka, Kansas 66603) or by calling 1-888-275-5737.
Funding Policy - KSA 74-4919 establishes the KPERS member-employee contribution rate at 4% of 
covered salary.  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 currently contributes an average of 7.57% of covered payroll.  These contribution 
requirements are established by KPERS and periodically revised.  Kansas’ contributions to KPERS for the 
College’s employees for the years ending June 30, 2010, 2009 and 2008 were $1,402,316, $1,488,377 and 
$1,332,003, respectively, equal to the required contributions for each year.  The State of Kansas, not the 
College, is legally responsible for making employer contributions to KPERS.  The payment made by the 
State of Kansas on behalf of the College’s employees is recorded as revenue and as an expense on these 
financial statements.

7. OTHER POSTEMPLOYMENT HEALTHCARE BENEFITS (OPEB) 
Plan Description – The College sponsors a medical, prescription drug, cancer, dental, and accident 
insurance plan (Plan) to qualifying retirees and their dependents. Coverage is provided through fully-
insured contracts that collectively operate as a single-employer defined benefit plan. Qualifying retirees are 
those employees who are eligible for immediate retirement benefits under the Kansas Public Employees 
Retirement System and retire prior to age 65. Retirees may continue coverage with the College by paying 
the carrier premium rate. Coverage is available until Medicare eligibility (i.e. age 65) for each of the retirees 
and their spouses. Plan coverage is provided for under K.S.A. 12-0540. No separate financial report is 
issued for the Plan.
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7. OTHER POSTEMPLOYMENT HEALTHCARE BENEFITS (OPEB) (Continued)

Funding Policy – The College provides health insurance benefits to retirees and their dependents in 
accordance with Kansas law (K.S.A. 12-5040). The benefits are paid from the general operating assets of 
the College on a pay-as-you-go basis. The contribution requirements of plan members and the College are 
established and may be amended by the Board of Trustees.

Annual OPEB Cost and Net OPEB Obligation – The College’s annual OPEB cost (expense) consists of 
the Normal Cost plus amortization of the Actuarial Accrued Liability (AAL). The Normal Cost is the 
amount of Actuarial Present Value of benefits allocated to the current year. The amount of AAL is the 
portion of the Actuarial Present Value of benefits allocated to all prior years. The following table presents 
the components of the College’s annual OPEB cost for the year, the amount actually contributed to the plan, 
and changes in the College’s net OPEB obligation to the Plan: 

Normal cost 121,228$      
Interest on net OPEB obligation - 
Amortization of AAL 72,671 
Annual OPEB cost (expense) 193,899 
Contributions made 62,000 
Increase in net OPEB obligation 131,899 
Net OPEB obligation - beginning of year 153,899 
Net OPEB obligation - end of year 285,798$      

Schedule of Employer contributions (for fiscal year ended)

Fiscal Annual Net Net End of Year
Year OPEB Employer Percentage Net OPEB

Ended Cost Contributions Contributed Obligation

June 30, 2010 193,899$      62,000$        32% 285,798$      

Funded Status and Funding Progress – As of July 1, 2008, the most recent actuarial valuation date, the
actuarial accrued liability for benefits was $1,668,412. The College’s policy is to fund the benefits on a pay-
as-you-go basis, resulting in an unfunded actuarial accrued liability (UAAL) of $1,668,412. The covered 
payroll (annual payroll of active employees covered by the plan) was $14,674,116, and the ratio of the 
UAAL to the covered payroll was 11.4%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions 
about the probability of occurrence of events far into the future. The valuation includes, for example, 
assumptions about future employment, mortality, and the healthcare cost trends. Amounts determined 
regarding the funded status of the plan and the annual required contributions of the employer are subject to 
continual revision as actual results are compared with past expectations and new estimates are made about 
the future. The schedule of funding progress will present in time, multiyear trend information about whether 
the actuarial value of plan assets (if any) is increasing or decreasing over time relative to the actuarial 
accrued liabilities for benefits. 
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7. OTHER POSTEMPLOYMENT HEALTHCARE BENEFITS (OPEB) (Continued)

Schedule of Funding Progress:

Actuarial Methods and Assumptions – Projections of benefits for financial reporting purposes are based 
on the substantive plan and include the types of benefits provided at the time of each valuation and the 
historical pattern of sharing of benefit costs between the employer and plan members to that point. The 
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term 
perspective of the calculation. 

In the July 1, 2008 actuarial valuation, the projected unit credit method was applied. The actuarial 
assumptions included a 4.0 percent investment rate of return, which is a blended rate of the expected long-
term investment returns on plan assets and on the College’s pooled funds and investments. The valuation 
assumed annual healthcare cost trend rate of 6.0 and 9.0 percent in the first four years and an ultimate rate 
of 6.0 percent after four years. The valuation followed generally accepted actuarial methods and included 
tests as considered necessary to assure the accuracy of the results. The UAAL is being amortized over 30 
years on a level percent-of-pay, open period basis. 

8. RISK MANAGEMENT

The College is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. These risks are covered by commercial 
insurance purchased from independent third parties.  There has been no significant change in insurance 
coverage from the previous fiscal year.  Settled claims have not exceeded commercial insurance coverage in 
any of the past three years.

9. JOINT VENTURE

In 2003, the College entered into an agreement with the Hutchinson Unified School District No. 308 to 
form a separate legal entity named the Educational Facilities Authority of Reno County (Authority).  The 
purpose of the Authority is to facilitate the renovation, improvement, and acquisition of educational and 
athletic facilities as determined by the Authority’s board of directors.  The College has entered into a 
capital lease agreement with the Authority for the construction of improvements to an athletic facility. 
Details of that lease are included in Note 5.  Additionally, the College agreed to make annual 
contributions to cover an allocated portion of the annual operating costs.  For this fiscal year, the College
paid operating costs of $91,583 to the Authority.

Requests for additional financial information should be addressed to the Authority in care of the 
Hutchinson Community College, 1300 North Plum, Hutchinson, Kansas 67501.

Actuarial UAAL as a 
Actuarial Accrued Percent of

Actuarial Value of Liability Unfunded Funded Covered Covered 
Valuation Assets (AAL) AAL Ratio Payroll Payroll

Date (a) (b) (b-a) (a/b) (c) ((b-a)/c)

7/1/08 -$     1,668,412$   1,668,412$   0% 14,674,116$   11.4%
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10. RELATED PARTY TRANSACTIONS BETWEEN THE COLLEGE AND ITS 
COMPONENT UNIT

The Hutchinson Community College Endowment Association transferred $412,000 to the College to 
support college activities and paid $566,240 in student scholarships during the current fiscal year.

The College provides administrative support, office space, and other services to the Hutchinson Community 
College Endowment Association.  The Endowment Association does not reimburse the College for 
expenses incurred.

11. CONTINGENT LIABILITIES

The College receives significant financial assistance from numerous federal and state governmental agencies 
in the form of grants and state pass-through aid.  The disbursement of funds received under these programs 
generally requires compliance with terms and conditions specified in the grant agreements and is subject to 
audit.  Any disallowed claims resulting from such audits could become a liability of the College.  However,
in the opinion of management, any such disallowed claims would not have a material effect on the financial 
statements.

The College is a defendant in various pending litigation and administrative proceedings.  Management 
anticipates that any potential claims, if any, against the College would be covered by insurance and would 
not materially affect the College’s financial position.

12. SEGMENT INFORMATION

The College issued revenue bonds to finance activities of its auxiliary enterprise funds.  Investors in those 
bonds rely on the revenue generated by the individual activities for repayment.  Descriptive information for 
the College’s segment is listed below.

Revenue Bonds Series 2004

Student Union and Dormitory System Revenue Bonds - Series 2004

The revenues pledged to this Series 2004 bonds consist of net revenues generated from the Dormitory 
system and the Union system of the College.  The condensed financial information for this segment is as 
follows:

Condensed Statement of Net Assets 
Assets:

Current assets 5,606,766$     
Capital assets, net 4,472,515 

Total assets 10,079,281$   

Liabilities:
Current liabilities 254,312$        
Long-term liabilities 6,655,000 

Total liabilities 6,909,312 

Net Assets:
Invested in capital assets, net of related debt (1,431,149) 
Restricted 459,000 
Unrestricted 4,142,118 

Total net assets 3,169,969 

Total liabilities and net assets 10,079,281$   
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12. SEGMENT INFORMATION (Continued)

Revenue Bonds Series 2004 (Continued)

Student Union and Dormitory System Revenue Bonds – Series 2004 (Continued)

Condensed Statement of Revenues, Expenses and Changes in Net Assets
Operating Revenue 5,111,631$ 
Depreciation and amortization expense (534,575) 
Other operating expense (3,632,933) 

Operating income 944,123 

Nonoperting revenues (expenses):
Interest income 28,670 
Interest expense (335,073) 
Interfund transfers 50,000 

change in net assets 687,720 
Beginning net assets 2,482,249 

Ending net assets 3,169,969$ 

Condensed Statement of Cash Flows
Net cash provided (used) by:

Operating activities 1,280,925$ 
Noncapital financing activities 50,000 
Capital financing activities (441,025) 
Investing activities 24,640 

Net increase (decrease) 914,540 
Beginning cash and cash equivalents 3,652,874 

Ending cash and cash equivalents 4,567,414$ 
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