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UNQUALIFIED OPINIONS ON BASIC FINANCIAL STATEMENTS
ACCOMPANIED BY REQUIRED SUPPLEMENTARY INFORMATION

AND OTHER SUPPLEMENTARY INFORMATION

INDEPENDENT AUDITOR’S REPORT

City Council
City of Athens, Texas
508 East Tyler Street
Athens, Texas 75751

We have audited the accompanying financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate remaining fund information of City
of Athens, Texas (the “City”), as of and for the year ended September 30, 2011, which collectively comprise the City’s
basic financial statements as listed in the table of contents. These financial statements are the responsibility of the City’s
management. 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 of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

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, the aggregate discretely presented component units,
each major fund, and the aggregate remaining fund information of the City as of September 30, 2011, and the respective
changes in financial position and, where applicable, cash flows thereof and the budgetary comparison for the general
fund for the year then ended in conformity with accounting principles generally accepted in the United States ofAmerica.

In accordance with Government Auditing Standards, we have also issued our report dated June 06, 2012 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, grant agreements and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.



The Management’s Discussion and Analysis is not a required part of the basic financial statements but is supplementary
information required by accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit the information
and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise
the City’s basic financial statements. The combining and individual nonmajor fund financial statements are presented
for purposes of additional analysis and are not a required part of the basic financial statements. The combining and
individual nonmajor fund financial statements have been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, are fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

The statistical section, as listed in the table of contents, is presented for purposes of additional analysis and is not a
required part of the financial statements. Such information has not been subjected to the auditing procedures applied
in the audit of the financial statements and accordingly, we express no opinion on it.

Respectfully submitted,

SMITH, LAMBRIGHT AND ASSOCIATES, P. C.
Certified Public Accountants

June 06, 2012
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MANAGEMENT’S DISCUSSION AND ANALYSIS



CITY OF ATHENS

MANAGEMENT’S DISCUSSION AND ANALYSIS

As management for the City of Athens, we offer readers of the City of Athens financial statements this narrative
overview and analysis of the financial activities of the City of Athens for the fiscal year ended September 30,
2011. We encourage readers to consider the information presented here in conjunction with the City’s financial
statements which begin on page 12. All amounts in this discussion and analysis, unless otherwise indicated, are
expressed in whole dollars.

Financial Highlights

• The assets of the City of Athens exceeded its liabilities at September 30, 2011 by $21,357,594. Of this
amount, unrestricted net assets of $4,910,166 may be used to meet the government’s ongoing obligations
to citizens and, creditors.

• Total net assets increased by $3 86,842. Of this amount $162,211 was associated with governmental and
$219,631 with business type activities.

• As of the close of the current fiscal year, the City of Athens governmental funds reported combined
ending fund balances of $4,230,167. This was a increase of $524,861 in comparison with the prior year.

• Sales taxes increased with a 2.74% increase above prior years’ actual. Actual receipts were above
budget projections by approximately 1.63%.

• At the end of the current fiscal year, unassigned fund balance in the General Fund was $2,638,238. Of
this amount the City Council has currently restricted $800,000 or 9.93% of total General Fund
expenditures for emergency reserve. Council has also restricted $200,000 for future capital
improvements.

• Property tax values for 2010 tax rolls decreased by $1 ,088,340(. 17%) compared to the prior tax year
(2009).

• Property tax rate was increased to .552076/$100 from .518512/$100.

• The City implemented a new 5-year water and sewer rate plan effective with the December 2008 billing
cycle. The rate plan was adopted by City Council after a utility rate study by the City’s rate consultants.

ATHENS CITY HALL

508 East Tyler St. • Athens, Texas 75751 . 9O3575-5131 . FAX 903-675-7562



Overview of the Financial Statements

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

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

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

The statement of activities presents information showing how the government’s net assets changed during the
most recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods.

Both government-wide financial statements distinguish functions of the City that are principally supported by
taxes and intergovernmental revenues (governmental activities) from other functions that are intended to recover
all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the City of Athens include general government, public safety, parks and recreation,
culture, community services, community development and other charges. The business type activities include
Water and Sewer Operations.

The government-wide financial statements can be found on pages 12 through 13 of this report.

Fund Financial Statements
A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of
the City of Athens can be divided into two categories: governmental funds and proprietary funds.

Governmental Funds
Governmental funds are used to account for essentially the same functions reported as governmental activities in
the government -wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near term inflows and outflows of spendable resources, as well
as on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating a government’s near term financing requirements.
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Because the focus of governmental funds is narrower than that of government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide fmancial statements. By doing so, readers may better
understand the long term impact of the government’s near term financing decisions. Both the governmental
fund balance sheet and the governmental fund statement of revenues, expenditures, and changes in fund
balances provide a reconciliation to facilitate this comparison between the two.

The City maintains 14 governmental funds. Information is presented separately in the Governmental Fund
Balance Sheet and in the Governmental Fund Statement of Revenues, Expenditures, and Charges in Fund
Balances for the General Fund, Debt Service Fund and Capital Projects Fund, which are considered to be major
funds. Data from the other eleven funds are combined into a single, aggregated presentation. Individual fund
data for each of these non-major governmental funds is provided in the form of combining statements elsewhere
in this report.

The City of Athens adopts an annual budget for its General Fund, Debt Service, Capital Projects and certain
Special Revenue Funds. Budgetary comparison statements have been provided for the General Fund, Debt
Service Fund and Capital Projects Fund to demonstrate compliance with this budget and are presented as
required supplemental information.

The basic governmental fund financial statements can be found on pages 14 through 17 of this report.

Proprietary Funds
The City of Athens maintains one proprietary fund in the form of an enterprise fund. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial statements.
Information is presented in the proprietary statement of net assets and the proprietary statement of revenues,
expenses and changes in fund net assets for the Utility fund which accounts for the City’s water and sewer
operations.

The basic proprietary fund financial statements can be found on pages 18 through 20 of this report.

Notes To The Financial Statements
The notes provide additional information that is essential to a full understanding of the data provided in the
government-wide and fund financial statements. The notes to the financial statements can be found on pages 21
through 39 of this report.
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Other Information
In addition to the basic financial statements and accompanying notes, this report also presents certain other
required supplementary information concerning budgetary comparisons, combining balance sheets for the other
governmental funds, debt service schedules and miscellaneous statistical information.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a governments financial position. As of
September 30, 2011, the City’s assets exceeded its liabilities by $21,357,594. The largest portion of the City’s
net assets (70%) reflects its investment in capital assets, less any related debt used to acquire those assets that is
still outstanding. Capital assets are used to provide services to citizens and they are not available for future
spending. Although the 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, since the capital assets themselves
cannot be used to liquidate these liabilities.

City of Athens Net Assets

Governmental Activities Business-type Activities Total

2011 2010 2011 2010 2011 2010

Currentandotherassets $ 4,895,108 $4,313,454 $ 3,239,785 $ 3,142,791 $ 8,134,893 $ 7,456,245

Capital assets 7,895,672 8,426,142 15,091,474 15,382,672 22,987,146 23,808,814

Total assets 12,790,780 12,739,596 18,331,259 18,525,463 31,122,039 31,265,059

Long-term liabilities
outstanding 3,495,841 3,666,387 5,368,115 5,664,977 8,863,956 9,331,364

Other liabilities 681,203 626,684 219,286 336,259 900,489 962,943

Total liabilities 4,177,044 4,293,071 5,587,401 6,001,236 9,764,445 10,294,307

Net assets:

Invested in capital assets,
net of related debt 5,236,400 5,596,027 9,766,474 9,722,673 15,002,874 15,318,700

Restricted 174,168 38,992 1,270,386 1,652,778 1,444,554 1,691,770

Unrestricted 3,203,168 2,811,506 1,706,998 1,148,776 4,910,166 3,960,282

Totalnetassets $ 8,613,736 $ 8,446,525 $12,743,858 $12,524,227 $21,357,594 $20,970,752

An additional portion of net assets (6.8%) represents resources that are subject to external restrictions on how they may
be used. The remaining balance of unrestricted net assets ($4,910,166) may be used to meet the government’s ongoing
obligations to citizens and creditors.
The following chart shows the revenue and expenses of the total primary government.
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City of Athens Changes in Net Assets

Governmental Total
Business-type Activities

Activities

___________________________

Primary Government

2011 2010 2011 2010 2011 2010
REVENUES
Program revenues:

Charges for services $ 342,263 $ 374,103 $ 4,650,343 $ 4,053,053 $ 4,992,606 $ 4,427,156
Operating grants and contributions 260,396 300,770 221,181 260,396 521,951
Capital grants and contributions

____________

0

____________
____________

0 0
Total Program Revenues 602,659 674,873 4,650,343 4,274,234 5,253,002 4,949,107

General revenues:
Taxes:

Sales and use taxes 3,623,517 3,546,556 3,623,517 3,546,556
Property taxes 3,494,875 3,266,827 3,494,875 3,266,827
Franchise taxes 819,949 809,610 819,949 809,610

Unrestricted investment income 66,057 116,353 54,668 100,184 120,725 216,537
Donated Capital Assets 0 0
Miscellaneous 72 61,166 2,050,126 72 2,111,292
Premium on Bonds Sold 558 558 558 558
Gain(Loss) on sale of capital assets (1,367) (12,127) (853)

_____________

(2,220) (12,127)
Total General Revenue 8,003,103 7,788,385 54,373 2,150,868 8,057,476 9,939,253

Total Revenue 8,605,762 8,463,258 4,704,716 6,425,102 13,310,478 14,888,360

EXPENSES
General S 1,473,682 $ 1,403,767 $ 1,473,682 $ 1,403,767
Public Safety: 0

Police 2,674,676 2,656,851 2,674,676 2,656,851
Fire 2,290,116 2,205,596 2,290,116 2,205,596
Other 377,820 376,622 377,820 376,622

Public Services 0 0
Highways, Streets and Airport 1,174,676 1,215,116 1,174,676 1,215,116
Health 322,562 331,128 322,562 331,128
Culture and Recreation 645,251 711,277 645,251 711,277
Conservation and Development 221,386 0 221,386
Interest on long-term debt 129,768 141,676 129,768 141,676
Water Utilities

_____________

3,835,085 3,677,573 3,835,085 3,677,573
Total Expense 9,088,551 9,263,419 3,835,085 3,677,573 12,923,636 12,940,992
Increase in net assets before transfers (482,789) (800,161) 869,631 2,747,529 386,842 1,947,368
Transfers 650,000 650,000 (650,000) (650,000) 0 0
Change in net assets 167,211 (150,161) 219,631 2,097,529 386,842 1,947,368
Net assets October 1 8,446,525 8,596,685 12,524,227 10,426,699 20,970,752 19,023,384
Net assets September 30 $ 8,613,736 $ 8,446,524 $ 12,743,858 $ 12,524,228 $ 21,357,594 $ 20,970,752
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Governmental Activities. Governmental activities increased the City’s net assets by $167,211 accounting for
(43.2) percent of the total increase in net assets. Excess of revenue over expenditures, increases in receivables
and lower debt offset the decrease in capital assets. Debt payment schedules and assets useful lives may differ
slightly creating differences in the increases in accumulated depreciation and reductions in the related debt.

Business-type activities. Business type activities increased the City’s net assets by $219,631 accounting for
56.8 percent of the total increase in the government’s net assets. The increase was mostly due to decreases in
debt and increases in cash and receivable balances.

Financial Analysis of the Governments’ Funds

Governmental Funds
The focus of the City of Athens governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the City’s financing requirements.
In particular, unreserved fund balance may serve as a useful measure of a government’s net resources available
for spending at the end of the fiscal year. At the end of the current fiscal year, the City of Athens Governmental
funds reported combined ending fund balances of $4,230,167. Approximately 62% of this amount ($2,638,238)
constitutes unassigned fund balance.

The General Fund is the chief operating fund of the City. For the fiscal year ended September 30, 2011,
unassigned fund balance of the General Fund was $2,638,238, while total fund balance reached $3,646,349.

The General Fund’s fund balance increased during the current fiscal year $340,396. Key factors in this decrease
are as follows:

• Actual expenditures below actual revenue received.
• Excess sales tax revenue above budget.

Financial Highlights of the City’s other major governmental funds are as follows:

The Debt Service Fund’s fund balance increased by $15,206 due to variations in revenue from property tax
collections over debt payments and receivables and allowance adjustments.

The Capital Projects Fund’s fund balance increased by $72. The increase was due to interest earnings on
proceeds from donated cash held for future capital projects. Projects are determined based on specific donation
restrictions and purposes.
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Proprietary Funds
The City’s proprietary fund provides the same type of information found in the government-wide financial
statements, but in more detail.

Total net assets of the Water and Sewer Fund at the end of the year amounted to $12,743,858. This was an
increase of $219,631. Factors concerning the finances of this fund have already been addressed in the discussion
of the City’s business-type activities.

General Fund Budgetary Highlights
The General Fund budget was increased by $89,819 (net) from the original budget to the final budget (an
increase of 1.07%). These increases can be summarized as follows:

• $15,679 Allocation of Prior Year Reserve to Original Budget.

• $13,940 for vehicle purchase in Public Health and Safety.

• $60,200 for Dump Truck purchase in Street Dept. Originally budgeted in prior year.
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Capital Asset and Debt Administration

Capital Assets
The City’s investment in capital assets for its governmental and business type activities at September 30, 2010
amounts to $22,987,145 (net of accumulated depreciation). This investment in capital assets includes land,
buildings, improvements, easements, equipment, computer hardware, vehicles, capitalized software, as well as
infrastructure assets such as roads, sidewalks, water and sewer lines, water and wastewater treatment facilities.
The total decrease in the City’s investment in capital assets for the current fiscal year was $641,668 (2.7%) net
of accumulated depreciation.

Major capital assets events during the current fiscal year included the following:

• $13,611 for purchase of 2012 Ford Focus for Public Health and Safety Department.

• $60,186 for 2011 Ford Dump Truck for Streets Department.

• $14,695 for a Radio Repeater for Fire Department.

• 8,441 foe a Thermal Imaging Camera for the Fire Department.

• $241,807 for 7 Police Vehicles, (6 on Lease Purchase Contract).

• $12,175 for a Police Dispatch Console.

• $94,357 in Water and Wastewater vehicles and equipment.

• $1,158,881 in completed Water and Wastewater infrastructure from 2004 bonds.

• $32,694 in annual Water and Wastewater infrastructure upgrades and replacements.

• $1 18,907 for a 2011 F750 XL Sewer Cleaning Truck for Line Maintenance Department.

Additional information on the City’s capital assets can be found in note 3 on pages 29 and 30 of this report.
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Long-termDebt
At the endof the currentfiscal year, the City had$8,863,956in outstandingdebtconsistingof certificatesof
obligation,capital leases,compensatedabsencespayableandpostemploymentbenefits. Additional information
on the City’s long term debtcanbe found in note6 on pages31 through34.

OutstandingDebtat September30, 2011

Governmental Business-type
Activities Activities Total

$ 2,180,000 $ 2,180,000
$ 5,325,000 5,325,000

0
453,912 453,912
861,929 43,115 905,044

GeneralObligationBonds
Certificatesof Obligation
NotesPayable
CapitalLeasesPayable
CompensatedAbsencesPayable
PostEmploymentBenefits
Total

___________________

0
$ 3,495841 $ 5368115 $ 8.863956

EconomicFactorsandNext Year’s BudgetsandRates

• Propertytax valuesincreasewith the taxablevaluationsin 2011 increasingby ($2,312,787). The
propertytax rate for 2012wassetat .600387per$100valuation.

• Salestax revenueincreasedslightly abovethe previousyear. Salestax revenuewereabovethe prior
yearby $53,697andabovebudgetby $48,993in 2010. The 2011 budgetanticipatesa small increasein
salestax revenueoverthe prior year. ($3,466,020)

• Priceson the 2004bondprojectshavedroppedsignificantly asthe price of oil droppedandthe economy
went into recession.Betterpriceshavebeenreceivedasprojectsarebid andthe savingshave
compensatedfor costoverruns on the initial projects. This mayallow for all projectsto be completed
thatwereanticipatedwhenbondsweresold.

• A five-yearutility rateplan is passedto help covercostsfor waterandsewerservices. The first phaseof
the plan raisedratesapproximately8% beginningwith the December2008 billing.

Requestsfor Information
This financial report is designedto providea generaloverviewof the City of Athensfinancesfor all of Athens
residents,taxpayers,customers,investorsandcreditors. This reportseeksto demonstratethe City’s
accountabilityfor themoneyit receives. Questionsconcerninganyof the informationprovidedin this reportor
requestsfor additionalfinancial informationshouldbe addressedto the Office of the Directorof Finance,508 E.
Tyler Athens,Texas75751.
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