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INDEPENDENT AUDITORS’ REPORT 
 

 
Board Members  
Athens City Board of Education 
Athens, Alabama   
 
 
We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the Athens City Board of Education, a component unit of the City of 
Athens, Alabama, as of and for the year ended September 30, 2007, which collectively comprise the Board’s basic 
financial statements as listed in the table of contents.  These financial statements are the responsibility of the Board’s 
management. Our responsibility is to express an opinion 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 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 financial position 
of the governmental activities, each major fund, and the aggregate remaining fund information of the Athens City 
Board of Education, as of September 30, 2007, and the respective changes in financial position thereof, for the year 
then ended in conformity with accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued a report dated March 6, 2008 on our 
consideration of the Athens City Board of Education’s internal control over financial reporting and 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 reporting or on compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our audit. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Board Members 
Athens City Board of Education 
Page 2 
 
 
The Management’s Discussion and Analysis on pages 3 to 11 and the required supplementary information on pages 
35 to 36 are not a required part of the basic financial statements but are supplementary information required by the 
Governmental Accounting Standards Board.  We have applied certain limited procedures, which consisted 
principally of inquires 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 opinions on the financial statements that collectively comprise 
the Athens City Board of Education’s basic financial statements.  The accompanying Schedule of Expenditures of 
Federal Awards is presented for purposes of additional analysis as required by U.S. Office of Management and 
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required 
part of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the 
basic financial statements taken as a whole. 
 

Johnson, Feigley, Newton & Brand, LLP 
 
March 6, 2008 
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 

 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -  
 
The financial statements of the Athens City Board of Education (the Board), a component unit of the City of Athens, 
Alabama, have been prepared in conformity with accounting principles generally accepted in the United States of 
America (GAAP) as applied to governmental units.  The Governmental Accounting Standards Board (GASB) is the 
standard-setting body for establishing governmental accounting and financial reporting principles.  The more significant 
of the Board’s accounting policies are described below. 
 
 1.  THE REPORTING ENTITY 
 
Statement No. 14 of the Governmental Accounting Standard Board establishes standards for defining and reporting on 
the financial reporting entity.  The definition of the reporting entity is based primarily on the notion of financial 
accountability.  A primary government is financially accountable for agencies that make up its legal entity.  It is also 
financially accountable for a legally separate agency if its officials appoint a voting majority of that agency's governing 
body and either it is able to impose its will on that agency or there is a potential for the agency to provide specific 
financial benefits to, or to impose specific financial burdens on, the primary government.  There are no component units 
which should be included as part of the financial reporting entity of the Athens City Board of Education. 
 
The Athens City Board of Education (the Board) is a legally separate agency of the State of Alabama.  However, for 
financial reporting, the Board is considered a component unit of the City of Athens, Alabama (the City) due to the 
following reasons: 
 

1) The City appoints the seven members of the governing body of the Board. 
2) The City issued bonds for the construction of facilities for the Board and the City is obligated for the debt. 
3) The City levies sales tax specifically for the operations of the Board. 

 
2.  BASIS OF PRESENTATION, BASIS OF ACCOUNTING 

 
Basis of Presentation 
 
Government-wide Financial Statements:  The statement of net assets and the statement of activities display information 
about the Board.  These statements include the financial activities of the overall government, except for fiduciary 
activities.  Eliminations have been made to minimize the double-counting of internal activities.  Governmental activities 
generally are financed through taxes, intergovernmental revenues, and other nonexchange transactions.  Although other 
governments may report both governmental activities and business-type activities, the Board has no business-type 
activities. 
 
The statement of activities presents a comparison between direct expenses and program revenues for each function of 
the Board’s governmental activities.  Direct expenses are those that are specifically associated with a program or 
function and, therefore, are clearly identifiable to a particular function.  The Board does not allocate indirect expenses to 
the various functions.  Program revenues include (a) grants and contributions that are restricted to meeting the 
operational or capital requirements of a particular program and (b) charges to recipients of goods or services offered by 
the programs.  Revenues that are not classified as program revenues, including all local taxes, are presented as general 
revenues. 
 
Fund Financial Statements:  The fund financial statements provide information about the Board’s funds, including its 
fiduciary funds.  Separate statements for each fund category – governmental and fiduciary – are presented.  The 
emphasis of fund financial statements is on major governmental funds, each displayed in a separate column.  All 
remaining governmental funds are aggregated and reported as other governmental funds.     
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued -  
 
 2.  BASIS OF PRESENTATION, BASIS OF ACCOUNTING - Continued 
 
Basis of Presentation – Continued 
 
The Board reports the following major governmental funds: 
 

General Fund – This is the Board’s primary operating fund.  It accounts for all financial resources, except those 
required to be accounted for in another fund.  The Board’s General Fund primarily received revenues from the 
Education Trust Fund (ETF), appropriated by the Alabama Legislature, and from local taxes.  The State 
Department of Education allocated amounts appropriated from the ETF to the school board on a formula basis. 
 
Local Sources Capital Projects Fund – This fund accounts for capital projects funded from local government 
sources. 
 

The Board reports the following governmental fund types in the “Other Governmental Funds” column: 
 

Special Revenue Funds account for the proceeds of specific revenue sources requiring separate accounting 
because of legal or regulatory provisions or administrative action.  Special revenue funds consist of all Federal 
fund sources and Child Nutrition. 
 
Debt Service Funds account for the accumulation of resources for and the payment of, the Board’s principal 
and interest payments on long-term debt.  Debt service funds consist of capital leases and compensated 
absences. 
 
Capital Projects Funds account for financial resources to be used for the acquisition or construction of major 
capital facilities. 
 
Public School Capital Projects Fund – This fund accounts for the capital funded from appropriations by the 
Alabama Legislature. 
 
Local School Fund – This fund accounts for all the public financial resources received by each local school. 
 
PSCA Capital Projects Fund – This fund accounts for capital projects funded by a loan from the Alabama 
Public School and College Authority leveraged funds. 
 
Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and therefore cannot be 
used to support the Board’s programs.  The Board reports the following fiduciary funds: 
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued –  
 
 2.  BASIS OF PRESENTATION, BASIS OF ACCOUNTING - Continued 

 
Basis of Presentation – Continued 

 
Agency Funds generally account for assets held by the Board in a purely custodial capacity.  Agency funds 
consist of all non-public revenue sources of the local schools. 
 
Private-purpose Trust Funds are distinguished from agency funds generally by the existence of a trust 
agreement that affects the degree of management involvement and the length of time that the resources are held.  
These funds are used to report trust agreements under which principal and income provide specific benefits to 
specific individuals, organizations, or governments.  Three charitable trusts have been established at three of the 
local schools in the City of Athens.  At the discretion of the trustees, the trust funds and income earned on the 
trust funds may be used to promote the education of students.  Upon dissolution of a trust, the principal, interest, 
and assets of the trust fund belong to the Athens City Board of Education to be used for general education 
purposes.  The total asset value of these trusts as of September 30, 2007 is $22,849.  
 
A separate trust has been established to enable and assist students from the school system in the City of Athens, 
Alabama to pursue a college education.  Disbursements from the trust to students must be in the form of a loan 
to be evidenced by a promissory note to the trust for the amount received by the student.  Upon dissolution of 
this trust, the principal, interest, and assets of the trust fund belong to the Athens City Board of Education to be 
used for general education purposes.  The total asset value of this trust as of September 30, 2007 is $16,046. 
 

Measurement Focus, Basis of Accounting 
 

Government-wide and Fiduciary Fund Financial Statements.  The government-wide and fiduciary fund financial 
statements are reported using the economic resources measurement focus and the accrual basis of accounting.  Revenues 
are recorded when earned and expenses are recorded at the time liabilities are incurred, regardless of when the related 
cash flows take place.  Non-exchange transactions, in which the Board gives (or receives) value without directly 
receiving (or giving) equal value in exchange, include property taxes, grants, entitlements, and donations.  On an accrual 
basis, revenue from property taxes is recognized in the fiscal year for which the taxes are levied.  Revenue from grants, 
entitlements, and donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.  As a 
general rule, the inter-fund balances and transfers have been eliminated from the government-wide financial statements. 

 
Governmental Fund Financial Statements.  Governmental funds are reported using a current financial resources 
measurement focus and the modified accrual basis of accounting.  Under this method, revenues are recognized when 
measurable and available.  Revenues are considered to be available when they are collectible within the current period or 
soon enough thereafter to pay liabilities of the current period.  For this purpose, the Board considers revenues reported in 
the governmental funds (excluding state and federal reimbursements) to be available if the revenues are collected within 
thirty (30) days after the year-end.  Revenues from state and federal funds are considered available if transactions 
eligible for reimbursement have taken place.  Expenditures generally are recorded when the related fund liability is 
incurred.  Principal and interest on general long-term debt are recorded when due or when amounts have been 
accumulated in the debt service fund for payments to be make early in the year. 

 
When both restricted and unrestricted resources are available for use, it is the Board’s policy to use restricted resources 
first, then unrestricted resources as they are needed. 
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued –  

 
 3.  ASSETS, LIABILITIES, AND NET ASSETS 
 
CASH AND INVESTMENTS – Cash and cash equivalents includes cash on hand, amounts in demand deposits as well 
as short-term investments with a maturity date within three months of the date acquired by the Board.  The State 
Attorney General has issued a legal opinion that boards of education may not put public funds at risk by investing in 
companies not insured by the federal government.  Investments consist of certificates of deposit with short-term 
maturities and are stated at fair value.  
 
RECEIVABLES – Receivables are reported as Receivables and Due from governments in the government-wide financial 
statements and as Receivables, Due from other funds and Due from other governments in the fund financial statements.  
Receivables due from other governments include amounts due from grantors for grants issued for specific programs and 
local taxes.  No allowances are made for uncollectible amounts because the amounts are considered immaterial. 

 
PROPERTY TAX CALENDAR – The Limestone County Commission levies property taxes for all jurisdictions 
including the school boards and municipalities within the county.  Millage rates for property taxes are levied at the first 
regular meeting of the County Commission in February of each year.  Property taxes are assessed for property as of 
October 1 of the preceding year based on the millage rates established by the County Commission.  Property taxes are 
due and payable the following October 1 and are delinquent after December 31.   

 
INVENTORIES AND PREPAID ITEMS – Inventories are valued at cost, which approximates market, using the first-in, 
first-out (FIFO) method.  The cost of governmental fund-type inventories are recorded as expenditures when purchased 
except commodities donated by the federal government that are expensed when consumed.  GAAP require only material 
balances of inventories accounted for using the purchases method to be reported as an asset in the appropriate 
governmental fund.  Prepaid items such as insurance premiums and rent are recorded as expenditures in governmental 
funds when paid.  In the government-wide financial statements, inventories and prepaid items are recorded on an accrual 
basis using the consumption method.  Expenses reflect the amount of materials and supplies consumed and the amount 
of prepaid items applicable to the current period.  Prepaid items on the statement of net assets are included in Other 
assets. 
 
CAPITAL ASSETS – Purchased or constructed capital assets are reported at cost, estimated historical costs or insured 
value in the statement of net assets.  Donated assets are recorded at their estimated fair value in the statement of net 
assets.  Donated assets are recorded at their estimated fair value at the date of donation.  The cost of maintenance and 
repairs that do not add to the value of the asset or materially extend assets’ lives are not capitalized.  Capital assets are 
recorded as expenditures at the acquisition date in the fund financial statements.  The Board has no general infrastructure 
assets. 
 
Depreciation of capital assets is recorded in the statement of activities on a straight-line basis over the estimated useful 
life of the asset.  Capitalization thresholds (the dollar values above which asset acquisitions are added to the capital asset 
accounts) and the estimated useful lives of capital assets reported in the government-wide statements are as follows: 
 

Capitalization Estimated
Asset Class Threshold Useful Life

Land Improvements - Exhaustible 50,000$             20 years
Buildings 50,000$             50 years
Building Improvements 50,000$             7-30 years
 Equipment 5,000$               5-20 years
Equipment Under Capital Lease 5,000$               5-20 years
Vehicles 5,000$               8-10 years  
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued –  
 
 3.  ASSETS, LIABILITIES, AND NET ASSETS - Continued 
 
(The capitalization threshold for Land, Construction in Progress, and Inexhaustible Land Improvements is $1 or more.  
However, these capital assets are not depreciated.) 
 
LONG-TERM OBLIGATIONS – In the government-wide financial statements, the unmatured principal of long-term 
debt, capital leases, and compensated absences are reported in the statement of net assets.  Interest expense for long-term 
debt, including accrued interest payable, is reported in the statement of activities. 
 
In the fund financial statements, expenditures for debt principal, interest and related costs are reported in the fiscal year 
payments are made.  At the inception of a capital lease, an amount equal to the present value of the net minimum lease 
payments is reported as an other financing source and as an expenditure.  The balance sheet does not reflect a liability 
for long-term debt. 
 
COMPENSATED ABSENCES – For vacation leave and other compensated absences with similar characteristics, 
GASB Statement No. 16 requires the accrual of a liability as the benefits are earned by the employees, if both of these 
conditions are met: 
 

a. The employees’ right to receive compensation is attributable to services already rendered. 
b. It is probable that the employer will compensate the employees for the benefits through paid time off or some 

other means, such as cash payments at termination or retirement. 
 
An accrual for earned sick leave should be made only to the extent it is probable that the benefits will result in 
termination payments, rather than be taken as absences due to illness or other contingencies, such as medical 
appointments and funerals. 
 
Professional and support employees earn non-vesting sick leave at the rate of one day per month worked.  Employees 
may accumulate a maximum of 225 sick leave days.  Employees may use up to 225 days of their accrued sick leave as 
membership service in determining the total years of creditable service in the teachers’ retirement system, with no 
additional cost to the Board.  Because employees do not receive compensation for unused sick leave at termination no 
liability is recorded on the financial statements.  Professional and support personnel with up to four years of service are 
provided three days of personal leave per year with pay.  Employees with four years to ten years of service receive four 
days and employees with ten years or more, receive five days of personal leave with pay.  The State provides funding, at 
the substitute rate, for up to 2 days of personal leave per employee per year.  As of June 30, professional personnel are 
paid $50 a day and support personnel $35 for up to five days of unused personal leave which was accrued in the 
previous twelve month period.  Personal leave is accrued in full as of the employee contract date for the upcoming 
contract period.  Professional and support personnel may convert unused, unreimbursed personal leave to sick leave at 
the end of the scholastic year.  Because unused personal leave cannot be carried over to succeeding years, the accrued 
liability for unpaid leave as of September 30, 2007 includes all unused personal leave for the period July 1, 2006 through 
September 30, 2007. 
 
Twelve month employees are allowed ten days of vacation per year with pay.  Because unused vacation leave cannot be 
carried over to succeeding years, the accrued liability for unpaid leave as of September 30, 2007 includes all unused 
personal leave for the period July 1, 2006 through September 30, 2007.   
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
NOTE A – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES – Continued –  
 
NET ASSET/FUND EQUITY – Net assets are reported on the government-wide financial statements and are required to 
be classified for accounting and reporting purposes into the following asset categories: 
 

 Invested in Capital Assets, Net of Related Debt – Capital assets, net of accumulated depreciation and 
outstanding principal balances of debt attributable to the acquisition, construction, or improvement of those 
assets.  (Any significant unspent proceeds at year-end related to capital assets are reported as restricted funds.) 

 Restricted – Constraints imposed on net assets by external creditors, grantors, contributors, laws or regulations 
of other governments, or law through constitutional provision or enabling legislation. 

 Unrestricted – Net assets that are not subject to externally imposed stipulations.  Unrestricted net assets may 
be designated for specific purposes by action of the Board. 

 
Fund equity is reported in the fund financial statements.  Governmental funds report reservations of fund balance for 
amounts that are not available for appropriation or are legally restricted by outsider parties for use for a specific purpose.  
Encumbrances, in the governmental funds, represent commitments related to contracts not performed for goods or 
services.  Encumbrance accounting, under which purchase orders, contracts and other commitments for the expenditures 
of resources are recorded to reserve that portion of the applicable appropriation, is utilized in the governmental funds 
throughout the fiscal year.  Encumbrances outstanding at year end are reported as reservations of fund balances and do 
not constitute expenditures or liabilities because the commitments will be honored during the subsequent year. 
 
ESTIMATES – In preparing financial statements in conformity with accounting principles generally accepted in the 
United States of America, management is required to make estimates and assumptions that affect the reported amounts 
of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and 
revenues and expenditures during the reporting period.  Actual results could differ from those estimates. 
 
NOTE B – RECONCILIATION OF FINANCIAL STATEMENTS –  
 
The financial statements include summary reconciliations of the fund financial statements to the government-wide 
statements after each of the fund statements. 
 
NOTE C – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY –  
 
BUDGETS – Annual budgets are adopted for all governmental funds.  All annual appropriations lapse at fiscal year end.  
State law requires Alabama school boards to prepare and submit to the State Superintendent of Education the annual 
budget adopted by the local board of education.  In accordance with the regulations of the State Board of Education, the 
due date for submission of the budget for the 2006-2007 fiscal year was August 15, 2006.  The Board approved its 
original 2006-2007 annual budget on August 3, 2006, and submitted the budget on August 4, 2006. 
 
The city superintendent of education or Board cannot approve any budget for operations of the school system for any 
fiscal year that shows expenditures in excess of income estimated to be available plus any balances on hand.  The 
superintendent with the approval of the board has the authority to make changes within the approved budget provided 
that a deficit is not incurred by such changes.  The superintendent may approve amendments to program budgets without 
board approval. 
 
EXCESS OF EXPENDITURES OVER APPROPRIATION – There were no funds whose expenditures exceeded 
appropriations by more than 10% for the year ended September 30, 2007. 
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
 
 
NOTE D – DEPOSITS AND INVESTMENTS –  
 
At year end, the carrying amount of the Board’s deposits (including the individual schools) is $7,489,143 and the bank 
balance is $9,174,609.  Of the total bank balance, $100,000 was insured through the Federal Depository Insurance 
Corporation (FDIC).  The remaining balance was covered by Security for Alabama Funds Enhancement Program (SAFE 
Program).  Under the SAFE program, all public deposits are protected through a collateral pool administered by the 
Alabama State Treasurer’s office.  Public deposits include the funds of any covered public entity or covered public 
official placed on deposit in a qualified depository, including time and demand deposit accounts and certificates of 
deposit but excluding bonds, notes, money market mutual funds, repurchase agreements and similar instruments.  
Covered public entities include the state and its political subdivisions, including school boards.  In the past, the bank 
pledged collateral directly to each public entity. 
 
Under SAFE, which is mandatory, each qualified public depository (QPD) is required to hold collateral for all of its 
public deposits on a pooled basis in a custody account (SAFE Custody Account) established for the State Treasurer as 
SAFE administrator.  In the unlikely event a public entity should suffer a deposit loss due to QPD insolvency or default, 
a claim form would be filed with the State Treasurer, who would use the SAFE pool collateral or other means to 
reimburse the loss.  The SAFE program is classified as a category 1 credit risk.  Restricted cash and cash equivalents 
reported on the board’s financial statements consist of a cash account held by a fiscal agent.  These funds are considered 
public deposits in determining insurance and collateralization.  All deposits of the Board as of September 30, 2006 are 
held at a certified qualified public depository. 
 
NOTE E – RECEIVABLES AND PAYABLES –  
 
Receivables and payables (accounts payable and accrued liabilities) balances reported on the statement of net assets and 
the balance sheet are aggregations of the different components.  Details of these balances at September 30, 2007 consist 
of the following: 

Receivables:
     Due from other governments 1,849,903$        

Payables:
     Salaries and employee benefits payable 2,086,050$        
     Accounts payable 909,738             

          Total accounts payable and accrued liabilities 2,995,788$        

STATEMENT OF NET ASSETS and BALANCE SHEET
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

NOTE F – FIXED ASSETS –  
 
Capital asset activity for the year ended September 30, 2007 was as follows: 

Beginning Retirements/ Ending
Balance Additions reclassifications Balance

Governmental activities:
  Capital assets not being depreciated:
     Land and land improvements 1,329,030$   83,500$      -$                    1,412,530$   
     Construction in progress 7,550            2,548,233   -                      2,555,783     

          Total capital assets not being depreciated 1,336,580     2,631,733   -                      3,968,313     

Other capital assets:
     Buildings 47,228,805   -                  -                      47,228,805   
     Building improvements 3,013,500     190,584      -                      3,204,084     
     Vehicles 513,644        1,013,224   -                      1,526,868     
     Equipment 894,531        62,133        -                      956,664        
     Other capital outlay 39,768          -                  -                      39,768          

          Total other capital outlay at historical cost 51,690,248   1,265,941   -                      52,956,189   

Less accumulated depreciation for:
     Buildings 23,717,678   717,148      -                      24,434,826   
     Building improvements 989,225        84,625        -                      1,073,850     
     Vehicles 341,447        129,202      -                      470,649        
     Equipment 414,220        78,012        -                      492,232        
     Other capital outlay 3,321            604             -                      3,925            

          Total accumulated depreciation 25,465,891   1,009,591   -                      26,475,482   

          Total other capital assets, net 26,224,357   256,350      -                      26,480,707   

       Total governmental activities capital assets, net 27,560,937$ 2,888,083$ -$                    30,449,020$ 

Depreciation expense was charged to governmental functions as follows:
  Instructional services 630,954$    
  Instruction support services 23,567        
  Operation and maintenance services 113,928      
  Student transportation services 120,804      
  Food services 85,332        
  General administrative services 35,006        

          Total governmental activities depreciation expense 1,009,591$ 
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ATHENS CITY BOARD OF EDUCATION 
NOTES TO FINANCIAL STATEMENTS 

SEPTEMBER 30, 2007 
 (Continued) 

 
NOTE F – FIXED ASSETS – Continued –  
 
The Board has entered into contracts for the construction or renovation of various facilities as follows: 
 

Project Required
Authorization Expended Further 

Amount To Date Commitment Financing

High School Science Wing 1,600,000$  1,531,579$ 68,421$           -$                
High School Athletic Facility 2,500,000   603,696    1,896,304        -                 
Julian Newman Gymnasium 900,000      254,786    645,214           -                 
Cowart Elementary Class Room Addition 650,000      52,698      597,302           -                 
     Total 5,650,000$   2,442,759$ 3,207,241$      -$                 
 
 
 
NOTE G – RISK MANAGEMENT –  
 
The Board 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.  The Board has insurance for its buildings and contents through 
the State Insurance Fund (SIF), Alabama Department of Finance, Division of Risk Management, which operates as a 
common risk management and insurance program for state-owned properties and boards of education.  The Board pays 
an annual premium based on the amount of coverage.  The SIF is self-insured up to $3.5 million per occurrence and 
purchases commercial insurance for claims in excess of $3.5 million.  Errors and omissions insurance is purchased from 
the Alabama Risk Management for Schools (ARMS), a public entity risk pool.  The ARMS collects the premiums and 
purchases excess insurance for any amount of coverage requested by pool participants in excess of the coverage 
provided by the pool.  The Board purchases commercial insurance for fidelity bonds, some liability coverage and auto 
insurance.  Settled claims in the past three years have not exceeded the commercial insurance coverage. 
 
Employee health insurance is provided through the Public Education Employees’ Health Insurance Fund (PEEHIF) 
administered by the Public Education Employees’ Health Insurance Board.  PEEHIF was established to provide a 
uniform plan of health insurance for current and retired employees of state educational institutions and is self-sustaining.  
Monthly premiums for employee and dependent coverage are set annually by the plan’s actuary and are based on 
anticipated claims in the upcoming year, considering any remaining fund balance on hand available for claims.  The 
Board contributes the specified amount monthly to the PEEHIF for each employee.  The Board contribution is applied 
against the employees’ premiums for the coverage selected and the employee pays any remaining premium. 
 
The State Board of Adjustments is a state agency with which people can file claims against the Board to collect 
reimbursement for damages when all other means have been exhausted.  The Board does not have insurance coverage 
for job-related injuries.  Claims for employee job-related injuries may be filed with the State Board of Adjustment.  The 
Board of Adjustment determines if a claim is valid and determines the proper amount of compensation.  Payments are 
made from state appropriated funds at no cost to the Board.  Two such claims or related settlements have occurred in the 
past three years. 
 
NOTE H – LEASE OBLIGATIONS –  
 
OPERATING LEASES – The Board is committed under various leases for copier equipment.  These leases are 
considered for accounting purposes to be operating leases.  Operating leases do not give rise to property rights or lease 
obligations, and therefore, the results of the lease agreements are not reflected as part of the Board’s capital assets.  The 
Board has no non-cancelable operating leases.  Lease expenditures for the year ended September 30, 2007 amounted to 
$66,240. 
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 (Continued) 

NOTE H – LEASE OBLIGATIONS – Continued –  
 
CAPITAL LEASES –During the year ended September 30, 2005, the Board entered into two leases to finance two 
school buses.  These leases qualify as capital leases for accounting purposes (title transfers at the end of the lease term) 
and, therefore have been recorded at the lesser of the fair market value or the present value of the future minimum lease 
payments as of the date of inception.  The lease agreements have an interest rate of 4.2% per annum and expire in June, 
2014. 
 
During the year ended September 30, 2006, the Board entered into a lease to finance two maintenance vehicles.  This 
lease qualifies as a capital lease for accounting purposes (title transfers at the end of the lease term) and, therefore has 
been recorded at the lesser of the fair market value or the present value of the future minimum lease payments as of the 
date of inception.  The lease agreement has an interest rate of 4.68% per annum and expires in December 2008.  Also 
during this year the Board entered into a lease to finance CNP software.  This lease qualifies as a capital lease for 
accounting purposes and, therefore has been recorded at the lesser of the fair market value or present value of the future 
minimum lease payments as of the date of inception.  The lease agreement has an interest rate of 4.63% per annum and 
expires in February of 2009. 
 
During the year ended September 30, 2007, the Board entered into various leases for both computers and for an 
additional 14 school buses.  All of these leases qualify as capital leases for accounting purposes (title transfers at the end 
of the lease term) and, therefore has been recorded at the lesser of the fair market value or the present value of the future 
minimum lease payments as of the date of inception.  The lease agreements have interest rates that range from 4.69% to 
5.05% and expire between 2008 and 2017. 
 
The following is an analysis of equipment leased under capital leases as of September 30, 2007: 
 

Capital Assets
Vehicles 1,334,971$        
Heating and Cooling System 892,146             
Computer Equipment 426,680             

2,653,797          
Less accumulated depreciation 1,450,141          

1,203,656$         
 
The following is a schedule of the future minimum lease payments under capital leases, and the present value of the net 
minimum lease payments at September 30, 2007: 
 

Total
285,162$           
184,870             
146,370             
146,370             
828,151             

     Total minimum lease payments 1,590,923          
     Less amount representing interest 330,714             

Present value of future minimum lease payments 1,260,209$        

Year ending September 30,
2008
2009

2012 and beyond

2010
2011
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NOTE I – LONG-TERM OBLIGATIONS –  
 
Long-term liability obligations for the year ended September 30, 2007, are as follows: 

Balance Balance Amounts
October 1, September 30, Due Within

2006 Additions Reductions 2007 One Year

Capital lease obligations 274,779$    1,059,031$ 140,854$      1,192,956$    285,162$      
Compensated absences 383,503      166,163      -                    549,666         -                    
Note payable 1,186,982   -                 45,739          1,141,243      47,628          

     Total 1,845,264$ 1,225,194$ 186,593$      2,883,865$    332,790$       
 
On December 1, 2003, the Alabama Public School and College Authority (PSCA) issued $106,045,000 Capital 
Improvement and Economic Development and Training Bonds.  On March 18, 2004, the Board approved borrowing 
$1,277,172 of this bond money from PSCA to fund capital improvements.  The debt is reported in the PSCA financial 
statements and the PSCA is obligated for repayment of the debt.  There were no principal payments during the year 
ended September 30, 2004.  Principal and interest payments for the year ended September 30, 2007 were $45,739 and 
$48,065, respectively.  Payment requirements for the note payable are as follows: 
 

Fiscal Year Ending September 30, Principal Interest Total

2008 47,628$        46,118$       93,746$        
2009 49,594          44,130         93,724          
2010 51,642          42,040         93,682          
2011 53,774          39,864         93,638          
2012 55,995          37,598         93,593          

Thereafter 882,610        235,174       1,117,784     

                              Totals 1,141,243$   444,924$     1,586,167$    
 
The City of Athens issued various bonds and warrants during prior years for the construction of facilities for the Board.  
The debt and the corresponding ad valorem and sales tax revenues are reported in the City of Athens financial 
statements.  The City of Athens is obligated for repayment of the debt.  The following represents the City of Athens debt 
service payments for these obligations during the year ended September 30, 2007: 
 

 

Principal Interest Total

2006 School Warrants 275,000$      320,213$     595,213$      
2003 School Bonds 205,000        74,833         279,833        
2002 School Warrants -                   62,313         62,313          
1999 School Bonds 85,000          175,800       260,800        
1999 School Warrants 45,000          179,953       224,953        
1995 School Warrants 70,000          44,338         114,338        
1988 School Warrants - (refinanced 1994) 260,000      31,030       291,030        
                              Totals 940,000$     888,480$    1,828,480$    

 
Bond issuance costs and other fees related to the above scheduled debt that were paid by the City of Athens and 
recorded on the City’s financial statements with ad valorem or sales taxes of the Board totaled $16,566. 
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NOTE J – INTERFUND RECEIVABLES AND PAYABLES –  
 
Details of interfund receivables and payables are as follows: 
 

Payable Fund Receivable Fund Amount

Local School Other Governmental 200$            
General Public School Capital Projects 24,488         
General Local School 13,334         
Other Governmental General 111,085       

149,107$      
 
NOTE K – INTERFUND TRANSFERS –  
 
The amounts of interfund transfers during the fiscal year ending September 30, 2007 were as follows: 
 

Capital Other
General Projects Governmental Agency

Fund Fund Local Funds Fund Total
Transfers In

General Fund 8,530$     -$               76,158$        -$             84,688$     
Local School Fund 51,067     -                 58,023          31,478     140,568     
Other Governmental Funds 618,048   -                 18,357          -               636,405     
Agency Fund -               -                 -                   54,303     54,303       

677,645$ -$               152,538$      85,781$   915,964$   

Transfers Out

 
 
Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them to the fund that 
statute or budget requires to expend them, (2) move revenues from non-public sources to fund public educational 
expenses, and (3) reimburse the General Fund for expenditures paid on behalf of other funds. 
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NOTE L – DEFICIT CASH BALANCES –  
 
The following other governmental funds had deficit cash balances at September 30, 2006.  However, these funds operate 
on a reimbursement basis and many have receivables which offset the deficit cash balances. 
 

Deficit Receivable
Cash as of 

Fund Balance September 30, 2007

IDEA Basic Part B 27,974$       58,823$                 
IDEA Basic Preschool 4,176           4,176                     
Title I Part A 51,884         52,945                   
Title I Part A Carryover 114,015       114,776                 
Title II Part A 31,408         31,795                   
Title II Part D Formula 1,793           1,793                     
Title II Part D Competitive Carryover 12,095         12,095                   
Section 666 Bond Fund 27,298         27,407                   
Career Tech. 5,521           12,400                   
Title III ESL 3,444           3,481                     
Title IV Safe and Drug Free Schools 1,195           8,147                     

280,803$     327,838$               

 
 
NOTE M – CONTINGENCIES –  
 
Amounts received or receivable from grantor agencies are subject to audit and adjustment by grantor agencies.  Any 
disallowed claims, including amounts already collected, may constitute a liability of the applicable funds.  The amount, 
if any, of expenditures which may be disallowed by the grantor cannot be determined at this present time although the 
Board expects such amounts, if any, to be immaterial. 
 
The Board is a defendant in various lawsuits.  Although the outcome of these lawsuits is not presently determinable, in 
the Board’s opinion, the resolution of these matters will not have a material adverse effect on the financial condition of 
the Board. 
 
NOTE N – DONATED FOOD PROGRAM –  
 
The commodities received from the Federal government in connection with the donated food program are reflected in 
the accompanying financial statements.  The total assigned value of commodities donated was $73,573 for 2007. 
 
NOTE O – DEFINED BENEFIT PENSION PLAN –  
 
Plan Description 
 
The Board contributes to the Teachers’ Retirement Systems of Alabama, a cost-sharing multiple employer public 
employee retirement system for the various state-supported educational agencies and institutions.  The plan is 
administered by the Retirement Systems of Alabama. 
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NOTE O – DEFINED BENEFIT PENSION PLAN – Continued –  
 
Substantially all employees of the Board are members of the Teachers’ Retirement System.  Membership is mandatory 
for covered eligible employees of the Board.  Benefits vest after 10 years of creditable service.  Vested employees may 
retire with full benefits at age 60 or after 25 years of service.  Retirement benefits are calculated by two methods with 
the retiree receiving payment under the method which yields the highest monthly benefit.  The methods are:  (1) 
Minimum Guaranteed, or (2) Formula, of which the formula method usually produces the highest monthly benefit.  
Under this method, retirees are allowed 2.0125% of their average final salary (best three of the last ten years) for each 
year of service.  Disability retirement benefits are calculated in the same manner.  Pre-retirement death benefits in the 
amount of the annual salary for the fiscal year preceding death are provided to plan members. 
 
The Teachers’ Retirement System was established October 1, 1941, under the provisions of Act Number 419, Acts of 
Alabama 1939, for the purpose of providing retirement allowances and other specified benefits for qualified persons 
employed by state-supported educational institutions.  The responsibility of general administration and operation of the 
Teachers’ Retirement System is vested in the Board of Control (currently 14 members).  Benefit provisions are 
established by the Code of Alabama 1975, Sections 16-25-1 through 16-25-113, as amended, and Sections 36-27B-1 
through 36-27B-5, as amended. 
 
The Retirement Systems of Alabama issues a publicly available financial report that includes financial statements and 
required supplementary information for the Teachers’ Retirement System of Alabama.  That report may be obtained by 
writing to the Retirement Systems of Alabama, P.O. Box 302150, Montgomery, Alabama 36130-2150. 
 
Funding Policy 
 
Employees of the Board are required to contribute 5% of their salary to the Teachers’ Retirement System.  The Board is 
required to contribute the remaining amounts necessary to fund the actuarially determined contributions to ensure 
sufficient assets will be available to pay benefits when due.  Each year the Teachers’ Retirement System recommends to 
the Alabama Legislature the contribution rate for the following year, with the Legislature setting this rate in the annual 
appropriation bill.  The percentages of the contributions and the amount of contributions made by the Board and the 
Board’s employees equal the required contributions for each year as follows: 
 

Fiscal Year Ended September 30, 2007 2006 2005

Total Percentage of Covered Payroll 14.36% 13.17% 12.03%

Contributions:

  Percentage Contributed By the Board 9.36% 8.17% 7.03%

  Percentage Contributed By the Employees 5.00% 5.00% 5.00%

  Amount Contributed By the Board 1,472,924$ 1,180,156$ 941,905$    

  Amount Contributed By the Employees 786,831      722,250      669,918      

                    Total Contributions 2,259,755$ 1,902,406$ 1,611,823$  
 
 

-33- 



 
 
 
 
 
 
 
 

 
 

INDEPENDENT AUDITORS REPORT OF COMPLIANCE  
AND ON INTERNAL CONTROL OVER FINANCIAL REPORTING   

BASED ON AN AUDIT OF FINANCIAL  
STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS  
 
Board Members 
Athens City Board of Education 
Athens, Alabama 
 
We have audited the financial statements of the governmental activities, each major fund, and the aggregate remaining 
fund information of the Athens City Board of Education as of and for the year ended September 30, 2007, and have 
issued our report thereon dated March 6, 2008.  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. 

 
INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
In planning and performing our audit, we considered the Athens City Board of Education’s internal control over 
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Athens City Board of 
Education’s internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of 
the Organization’s internal control over financial reporting. 
 
A control deficiency 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 misstatements on a timely basis. A significant 
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the organization’s ability 
to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting 
principles, such that there is more than a remote likelihood that a misstatement of the organization’s financial statements 
that is more than inconsequential will not be prevented or detected by the organization’s internal control. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a 
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the 
organization’s internal control. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph 
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies 
or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that we consider 
to be material weaknesses, as defined above. 
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To the Board of Directors 
the Athens City Board of Education  
Page 2 
 
COMPLIANCE AND OTHER MATTERS 
 
As part of obtaining reasonable assurance about whether the Athens City Board of Education’s financial statements are 
free of 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. 
 
We noted certain matters that we reported to management of the Athens City Board of Education in a separate letter 
dated March 6, 2008. 
 
This report is intended solely for the information and use of the members of the Board, management, federal awarding 
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified 
parties. 

 

Johnson, Feigley, Newton & Brand, LLP 
 
March 6, 2008 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS 
APPLICABLE TO EARCH MAJOR PROGRAM AND INTERNAL CONTROL OVER 

COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
 

 
Board Members 
Athens City Board of Education 
Athens, Alabama 
 
Compliance 
 
We have audited the compliance of the Athens City Board of Education with the types of compliance requirements 
described in the U.S. Office of Management Budget (OMB) Circular A-133 Compliance Supplement that are applicable 
to each of its major federal programs for the year ended September 30, 2007.  The Athens City Board of Education’s 
major federal programs are identified in the summary of auditor’s results section of the accompanying schedule of 
findings and questioned costs.  Compliance with the requirements of laws, regulations, contracts and grants applicable to 
each of its major federal programs is the responsibility of the Athens City Board of Education’s management. Our 
responsibility is to express an opinion of the Athens City Board of Education’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of 
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that 
could have a direct and material effect on a major program occurred.  An audit includes examining, on a test basis, 
evidence about the Athens City Board of Education’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for 
our opinion. Our audit does not provide a legal determination on the Athens City Board of Education’s compliance with 
those requirements.  
 
In our opinion, the Athens City Board of Education complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the year ended September 30, 2007. 
 
INTERNAL CONTROL OVER COMPLIANCE 
 
 
The management of the Athens City Board of Education is responsible for establishing and maintaining effective 
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to federal 
programs. In planning and performing our audit, we considered the Athens City Board of Education’s internal control 
over compliance with requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on 
internal control over compliance in accordance with OMB Circular A-133. 
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To the Board of Directors 
The Athens City Board of Education  
Page 2 
 
 
Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal 
control that might be material weaknesses. A material weakness is a condition in which the design or operation of one or 
more of the internal control components does not reduce to a relatively low level the risk that noncompliance with 
applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal 
program being audited may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. We noted no matters involving the internal control over compliance and its 
operations that we consider to be material weaknesses. 
 
This report is intended solely for the information and use of the Board of Directors, management and federal awarding 
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified 
parties.     
 

Johnson, Feigley, Newton & Brand, LLP 
 
March 6, 2008 
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ATHENS CITY BOARD OF EDUCATION 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended September 30, 2007 
 

Federal Pass-through
CFDA Grantor Federal 

Number Number Expenditures
U.S. DEPARTMENT OF EDUCATION
  Passed through State Department of Education:
    Special Education Cluster:
      Special Education Grants to States - IDEA, Part B 84.027     159             639,744$    
      Other IDEA, Parts B, E, L & Y 159             114,776      
      Special Education - Preschool Grants - IDEA, Part B 84.173     159             13,900        
    Subtotal Special Education Cluster 768,420      
    
      Vocational Education Basic Grants to States 84.048     159             37,031        
      Title I Grants to Local Education Agencies 84.010     159             759,520      
      Innovative Education Program Strategies - Title VI Part C 84.298     159             4,293          
      Improving Teacher Quality State Grants 84.367     159             179,923      
      Education Technology State Grants 84.318     159             68,205        
      English Language Acquisition Grants 84.365     159             37,282        
      Safe and Drug-Free Schools and Communities State Grants - Title IV 84.186     159             18,966        
      Migrant Education Basic State Grant Program 84.011     159             24,711        
      Reading First 84.357     159             -                  
                    TOTAL U.S. DEPARTMENT OF EDUCATION 1,898,351   
U.S. DEPARTMENT OF AGRICULTURE
  Passed through the State Department of Education:
    Child Nutrition Cluster:
      School Breakfast Program 10.553     159             119,105      
      National School Lunch Program 10.555     159             479,692      
    Subtotal Child Nutrition Cluster 598,797      

      Food Distribution Program (N) 10.550     159             73,573        
                    TOTAL U.S. DEPARTMENT OF AGRICULTURE 672,370      
U.S. DEPARTMENT OF DEFENSE
  Direct Program:
      Air Force ROTC 42,325        
                    TOTAL U.S. DEPARTMENT OF DEFENSE 42,325        
SOCIAL SECURITY ADMINISTRATION
  Passed through the State Department of Education:
      Social Security-Disability Insurance 96.001     159             697             
                    TOTAL SOCIAL SECURITY ADMINISTRATION 697             
                                        TOTAL FEDERAL ASSISTANCE 2,613,743$ 
(N) Non-cash assistance  
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ATHENS CITY BOARD OF EDUCATION 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Year Ended September 30, 2007 
 
 
NOTE A – BASIS OF PRESENTATION –  
 
The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of the Athens City 
Board of Education and is presented on the modified accrual basis of accounting.  The information in this schedule is 
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations.  Therefore, some amounts presented in this schedule may differ from amounts presented in, or 
used in the preparation of, the financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year Ended September 30, 2007 

Financial Statements

Type of auditor's report issued:  Unqualified

Internal control over financial reporting:

Material weakness(es) identified? Yes X No

Significant deficiency(s) identified not
Considered to be material weaknesses? Yes X No

Noncompliance material to financial 
Statements noted? Yes X No

Federal Awards

Internal Control over major programs:

Material weakness(es) identified? Yes X No

Significant deficiency(s) identified not
Considered to be material weaknesses? Yes X No

Type of auditor's report issued on compliance for major programs:  Unqualified

Any audit findings disclosed that are 
required to be reported in accordance
with Circular A-133, Section .510(a)? Yes X No

Identification of major programs:

CFDA Number(s)
10.553
10.555
84.010

84.027
84.173

Dollar threshold used to distinguish
between Type A and Type B programs:

Auditee qualified as a low-risk auditee? Yes X No

National School Lunch Program
School Breakfast Program

Section I - Summary of Auditor's Results

Name of Federal Program or Cluster

Special Education - Preschool, IDEA Part B

500,000$                 

Special Education IDEA Part B
Other IDEA, Parts B, E, L & Y

Title I, Part A
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ATHENS CITY BOARD OF EDUCATION 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Year Ended September 30, 2007 
(Continued) 

 
 

SECTION II – Financial Statement Findings 
 
None 
 
SECTION III – Federal Award Findings and Questioned Costs 
 
None 
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ATHENS CITY BOARD OF EDUCATION 
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Year Ended September 30, 2007 
 
 
 
06-01  Corrected this fiscal year. 
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ATHENS CITY BOARD OF EDUCATION 
STATEMENT OF NET ASSETS 

September 30, 2007 
 

Governmental
Activities

ASSETS

     Cash and cash equivalents 2,786,021$        
     Cash and cash equivalents - restricted 4,703,122          
     Investments 323                    
     Due from other governments 1,849,903          
     Inventories 58,881               
     Other assets 110                    
     Capital assets - depreciable, net 26,480,708        
     Capital assets - non depreciable 3,968,313          

          TOTAL ASSETS 39,847,381        

LIABILITIES

     Accounts payable and accrued liabilities 2,995,789          
     Deferred revenue 11,416               
     Long-term liabilities
       Current portion of long-term obligations 332,790             
       Noncurrent portion of long-term obligations 2,551,075          

          TOTAL LIABILITIES 5,891,070          

NET ASSETS

     Invested in capital assets, net of related debt 28,114,821        
     Restricted for:
       School improvement 4,703,122          
     Unrestricted 1,138,368          

          TOTAL NET ASSETS 33,956,311$      

 
 
 
 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
STATEMENT OF ACTIVITIES 

For the Year Ended September 30, 2007 
 
 

Net (Expenses)
Revenues

and Changes
Operating Capital in Net Assets

Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities

Instructional services 18,660,458$ 491,278$    12,562,161$  516,412$     (5,090,607)$    
Instructional support services 3,260,181     35,510        2,720,684      -                   (503,987)         
Operation and maintenance services 2,691,175     74,374        427,901         -                   (2,188,900)      
Student transportation services 604,865        6,722          164,648         29,320         (404,175)         
Food services 1,736,521     1,281,418   70,860           -                   (384,243)         
General administrative services 1,814,803     930             141,455         -                   (1,672,418)      
Interest and fiscal charges 1,894,527     -                  -                    -                   (1,894,527)      
Other expenses 315,110        148,330      80,729           -                   (86,051)           
                    Total 30,977,640$ 2,038,562$ 16,168,438$  545,732$     (12,224,908)    

GENERAL REVENUES:
  Taxes:
     Property taxes for general purposes 1,330,788       
     Local sales tax 6,937,158       
     Alcohol beverage tax 253,023          
     Other taxes 35,398            
  Investment earnings 476,876          
  Miscellaneous 2,987,568       
          Total general revenues 12,020,811     

CHANGE IN NET ASSETS (204,097)         

NET ASSETS - BEGINNING OF YEAR 34,160,408     

NET ASSETS - END OF YEAR 33,956,311$   

Program Revenues

 
 
 
 
 
 
 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
BALANCE SHEET – GOVERNMENTAL FUNDS 

September 30, 2007 
 
 

Capital Other Total
General Project Local Governmental Governmental

Fund Fund Funds Funds
ASSETS

     Cash and cash equivalents 1,860,838$ -$                 925,183$      2,786,021$   
     Cash and cash equivalents - restricted -                 4,703,122    -                   4,703,122     
     Investments -                 -                   323               323               
     Due from other governments 1,390,941   -                   496,784        1,887,725     
     Inventories -                 -                   58,881          58,881          
     Other assets 110             -                   -                   110               

TOTAL ASSETS 3,251,889$ 4,703,122$  1,481,171$   9,436,182$   

LIABILITIES AND FUND BALANCES

LIABILITIES  
     Accounts payable 178,029$    580,910$     150,599$      909,538$      
     Due to other funds 37,822        -                   200               38,022          
     Deferred revenues -                 -                   11,415          11,415          
     Salaries and benefits payable 1,861,456   -                   224,594        2,086,050     

TOTAL LIABILITIES 2,077,307   580,910       386,808        3,045,025     
FUND BALANCES
  Reserved for:
     Encumbrances 40,251        5,900           42,282          88,433          
     Inventories -                 -                   58,881          58,881          
  Unreserved:
     Undesignated 1,134,331   -                   -                   1,134,331     
     Unreserved, reported in non-major:
       Special revenue funds -                 -                   814,418        814,418        
       Debt service funds -                 -                   164,060        164,060        
       Capital projects funds -                 4,116,312    14,722          4,131,034     

TOTAL FUND BALANCES 1,174,582   4,122,212    1,094,363     6,391,157     

TOTAL LIABILITIES AND FUND BALANCES 3,251,889$ 4,703,122$  1,481,171$   9,436,182$   

 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS 

TO THE STATEMENT OF NET ASSETS 
September 30, 2007 

 
 

TOTAL FUND BALANCE - GOVERNMENTAL FUNDS 6,391,157$    

Amounts reported for governmental activities in the statement of net assets are different because:

  Capital assets used in governmental activities are not financial resources and therefore are
  not reported as assets in governmental funds.

          The cost of capital assets 56,924,503    
          Accumulated depreciation (26,475,484)   

30,449,019    

  Long-term liabilities, including bonds payable, are not due and payable in the current period
  and therefore are not reported as liabilities in the funds.

          Current portion of long-term debt 332,790         
          Non-current portion of long-term debt 2,551,075      

(2,883,865)     

               TOTAL NET ASSETS - GOVERNMENTAL ACTIVITIES 33,956,311$  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN 

FUND BALANCES OF GOVERNMENTAL FUNDS 
For the Year Ended September 30, 2007 

Capital Other Total 
General Project Local Governmental Governmental

Fund Fund Funds Funds
REVENUES
  State sources 14,326,930$    -$                 543,673$      14,870,603$    
  Federal sources 637                  -                   2,400,987     2,401,624        
  Local sources 11,418,854      314,921       1,728,606     13,462,381      
  Other sources -                       -                   38,935          38,935             

TOTAL REVENUES 25,746,421      314,921       4,712,201     30,773,543      

EXPENDITURES
  Instructional services 15,444,215      28,101         2,362,341     17,834,657      
  Instructional support services 3,016,030        -                   189,910        3,205,940        
  Operation and maintenance services 2,470,942        2,600           100,847        2,574,389        
  Student transportation services 1,482,032        -                   8,739            1,490,771        
  Food services -                       48,683         1,644,210     1,692,893        
  General administrative services 1,660,526        -                   106,210        1,766,736        
  Capital outlay 153,614           2,551,587    125,017        2,830,218        
  Debt service: -                       
     Principal retirement 2,245               94,850         184,349        281,444           
     Interest and fiscal charges 900,231           -                   54,296          954,527           
     Debt issuance costs/other debt service 940,000           -                   -                    940,000           
  Other expenditures 40,021             -                   274,558        314,579           

TOTAL EXPENDITURES 26,109,856      2,725,821    5,050,477     33,886,154      

EXCESS (DEFICIENCY) OF REVENUES
     OVER (UNDER) EXPENDITURES (363,435)          (2,410,900)   (338,276)       (3,112,611)       

OTHER FINANCING SOURCES (USES)
  Proceeds from capital lease 1,059,031        -                   -                    1,059,031        
  Transfers in 81,999             2,041           747,587        831,627           
  Transfers out (672,237)          (7,500)          (151,889)       (831,626)          
  Other financing sources -                       -                   -                    -                       

TOTAL OTHER FINANCING SOURCES (USES) 468,793           (5,459)          595,698        1,059,032        

NET CHANGE IN FUND BALANCES 105,358           (2,416,359)   257,422        (2,053,579)       

FUND BALANCES - BEGINNING OF YEAR 1,069,223        6,538,570    836,943        8,444,736        

FUND BALANCES - END OF YEAR 1,174,581$      4,122,211$  1,094,365$   6,391,157$      

 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN  

FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES 
For the Year Ended September 30, 2007 

 

TOTAL NET CHANGE IN FUND BALANCES - GOVERNMENTAL FUNDS (2,053,579)$    

Amounts reported for governmental activities in the statement of activities are different because:

  Capital outlays to purchase or build capital assets are reported in governmental funds as expenditures.  
  However, in the statement of activities, the cost of those assets is allocated over their estimated useful
  lives as depreciation expense. This is the amount by which depreciation expense exceeds capital
  outlays in the period.

                    Capital outlays 3,897,674   
                    Depreciation expense (1,009,591) 2,888,083       

  Some of the capital assets acquired this year were financed with capital leases. The amount financed by
  the leases is reported in the governmental funds as a source of financing. On the other hand, the capital 
  leases are not revenues in the statement of activities, but rather constitute long-term liabilities in the 
  statement of net assets. (1,059,031)      

  Repayment of debt principal is an expenditure in the governmental funds, but it reduces long-term 
  liabilities in the statement of net assets and does not affect the statement of activities. 186,593          

  Proceeds from the issuance of debt are reported as financing sources in governmental funds and thus
  contribute to the change in fund balance.  Issuing long-term debt increases liabilities in the Statement
  of Net Assets but does not affect the Statement of Activities -                      

  Some expenses reported in the statement of activities do not require the use of current financial 
  resources and, therefore, are not reported as expenditures in governmental funds.

                    Accrued interest payable, current year increase/(decrease) -                 
                    Compensated absences, current year increase/(decrease) in noncurrent portion 166,163      

(166,163)         

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES (204,097)$       

 
 
 
 
 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
STATEMENT OF FIDUCIARY NET ASSETS – FIDUCIARY FUNDS 

September 30, 2007 
 
 

Private-purpose Agency
Trust Funds

ASSETS

     Cash and cash equivalents 1,226$             381,672$ 
     Investments 37,669             19,427     
     Receivables -                      329          
     Other assets -                      1,715       

TOTAL ASSETS 38,895$           403,143$ 

LIABILITIES

     Accounts payable -$                    111,468$ 
     Salaries and benefits payable -                      5,137       
     Due to external organizations -                      286,538   

TOTAL LIABILITES -                      403,143$ 

NET ASSETS 38,895$            
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
STATEMENT OF CHANGE IN FIDUCIARY NET ASSETS – FIDUCIARY FUNDS 

For the Year Ended September 30, 2007 
 
 

Private-purpose
Trust

ADDITIONS:
     Earnings on investments 1,441$               

TOTAL ADDITIONS 1,441                 

DEDUCTIONS
     Instructional services 400                    

TOTAL DEDUCTIONS 400                    

CHANGE IN NET ASSETS 1,041                 

NET ASSETS - BEGINNING 37,854               

NET ASSETS - ENDING 38,895$             

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 
BUDGETARY COMPARISON SCHEDULE – GENERAL FUND 

For the Year Ended September 30, 2007 
Variance with
Final Budget - 

Actual Positive
Original Final (Budgetary Basis) (Negative)

REVENUES
  State sources 14,195,192$    14,368,186$    14,326,930$       (41,256)$       
  Federal sources -                       -                       637                     637               
  Local sources 10,070,402      10,258,187      11,418,854         1,160,667     
  Other sources 32,000             32,000             -                         (32,000)         

TOTAL REVENUES 24,297,594      24,658,373      25,746,421         1,088,048     

EXPENDITURES
  Instructional services 15,318,746      15,473,943      15,339,994         133,949        
  Instructional support services 3,165,360        3,107,997        3,013,830           94,167          
  Operation and maintenance services 2,387,178        2,552,626        2,469,129           83,497          
  Student transportation services 185,664           352,608           1,444,440           (1,091,832)    
  Food service -                       -                       -                         -                    
  General administrative services 1,450,289        1,515,680        1,649,526           (133,846)       
  Capital outlay -                       -                       153,614              (153,614)       
  Debt service 1,259,638        1,233,132        1,842,476           (609,344)       
  Other expenditures 26,472             26,472             40,652                (14,180)         

TOTAL EXPENDITURES 23,793,347      24,262,458      25,953,661         (1,691,203)    

EXCESS (DEFICIENCY) OF REVENUES
     OVER (UNDER) EXPENDITURES 504,247           395,915           (207,240)            (603,155)       

OTHER FINANCING SOURCES (USES)
  Indirect cost 117,000           -                       -                         -                    
  Proceeds from capital lease -                       -                       1,059,031           1,059,031     
  Sale of assets -                       -                       -                         -                    
  Transfers in 76,678             79,202             81,999                2,797            
  Transfers out (661,905)          (665,947)          (672,237)            (6,290)           
  Other financing sources -                       -                       -                         -                    

TOTAL OTHER FINANCING (USES) (468,227)          (586,745)          468,793              1,055,538     

NET CHANGE IN FUND BALANCES 36,020             (190,830)          261,553              452,383        

FUND BALANCES - BEGINNING OF YEAR 2,212,321        2,770,056        2,763,895           (6,161)           

FUND BALANCES - END OF YEAR 2,248,341$      2,579,226$      3,025,448$         446,222$      

Budgeted Amounts

The notes to financial statements are an integral part of these financial statements. 
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ATHENS CITY BOARD OF EDUCATION 

NOTE TO THE BUDGERARY COMPARISON SCHEDULE 
September 30, 2007 

 
 
 
NOTE A – EXPLANATION OF DIFFERENCES BETWEEN BUDGETARY OUTFLOWS AND GAAP 
EXPENDITURES –  
 

 GENERAL 
FUND

Sources/inflows of resources
Actual amounts (budgetary bases) available for appropriation shown as Total Revenues
on the budgetary comparison schedule 25,746,421$         

Differences--budget to GAAP
  Local taxes are not budgeted as revenues unless receivable in time to pay budgeted
  expenditures -                             

Total revenues as reported on the statement of revenues, expenditures and
  changes in fund balances--governmental funds 25,746,421$          

Uses/outflows of resources
Actual amoutns (budgetary basis) available for expenditures shown as Total Expenditures
on the budgetary comparison schedule 25,953,661$          

Differences--budget to GAAP
  Salaries of teachers and other personnel with contracts of less than 12 months
  are paid over a 12 month period. Expenditures for salaries (and related fringe benefits)
  are budgeted based on the amount that will be paid from budgeted revenues.
  However, salaries (and related benefits) earned but not paid are reported as
  expenditures on the financial statements. 156,194                 

  Total expenditures are reported on the statement of revenues, expenditures and
  changes in fund balances--governmental funds. 26,109,855$          
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March 6, 2008 
 
 
 
Athens City Board of Education 
Athens, AL 35611 
 
Under generally accepted auditing standards, we are required to communicate with the members of the Athens City 
Board of Education concerning matters related to the conduct of our audit.  Communications relative to this engagement 
are as follows: 
 
The Auditors Responsibility under Generally Accepted Auditing Standards and OMB Circular A-133 
 
As stated in our contract dated September 16, 2005, our responsibility, as described by professional standards, is to plan 
and perform our audit to obtain reasonable, but not absolute, assurance about whether the general purpose financial 
statements are free of material misstatement.  Because of the concept of reasonable assurance and because we did not 
perform a detailed examination of all transactions, there is a risk that material errors, fraud, or other illegal acts may 
exist and not be detected by us.  
 
In planning and performing our audit, we considered the Athens City Board of Education’s internal control over 
financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the 
financial statements and not to provide assurance on the internal control over financial reporting.  We also considered 
internal control over compliance with requirements that could have a direct and material effect on a major federal 
program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to 
test and report on internal control over compliance in accordance with OMB Circular A-133. 
 
As part of obtaining reasonable assurance about whether Athens City Board of Education’s financial statements are free 
of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts 
and grants, 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.  Also, in accordance with OMB Circular A-133, we examined, on a test basis, evidence about the Athens City 
Board of Education’s compliance with the types of compliance requirements described in the U.S. Office of Management 
and Budget (OMB) Circular A-133 Compliance Supplement applicable to each of its major federal programs for the 
purpose of expressing an opinion on the Athens City Board of Education’s compliance with those requirements.   
 
While our audit provides a reasonable basis for our opinion, it does not provide a legal determination on the Athens City 
Board of Education’s compliance with those requirements. 
 
Significant Accounting Policies 
 
Significant accounting policies are summarized in “Note A” to the financial statements on the Athens City Board of 
Education for the year ended September 30, 2007. 
 
 
 
 
 
 
 
 



Members of the Athens City Board of Education 
March 6, 2008 
Page 2 
 
 
Accounting Estimates 
 
Accounting estimates are an integral part of financial statements prepared by management and are based on 
management’s current judgments.  Certain accounting estimates are particularly sensitive because of their significance to 
the financial statements and because of the possibility that future events affecting them may differ significantly from 
management’s current judgments.  There were no significant accounting estimates to the financial statements of the 
Athens City Board of Education. 
 
Significant Audit Adjustments 
 
An audit adjustment is a proposed correction of the financial statements which may not have been detected except 
through the auditing procedures performed.   
 
Other Information in Documents Containing Audited Financial Statements 
 
To our knowledge, the financial statements for the year ended September 30, 2007 are not contained in other documents. 
 
Disagreements with Management 
 
There were no disagreements with management. 
 
Consultation with Other Accountants 
 
We are not aware of any consultation by management with other accountants concerning auditing and accounting 
matters. 
 
Major Issues Discussed with Management Prior to Retention 
 
There were no major issues discussed with management in connection with our retention concerning the application of 
accounting principles, auditing standards or any other significant matters. 
 
Difficulties Encountered in Performing our Audit 
 
There were no significant difficulties encountered in performing the audit for the year ended September 30, 2007. 
 
This information is intended solely for the use of the Athens City Board of Education and should not be used for any 
other purpose. 
 
 
 
Respectfully, 
 

Johnson, Feigley, Newton & Brand, LLP  
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