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Report of Independent Certified Public Accountants

NEAL, SCOUTEN & MCCONNELL, P.C.
on the Financial Statements Certified Public Accountants

To the Commissioners
Athens Utilities Board
Athens, Tennessee

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities, each of the
major funds and, the aggregate remaining fund information, the Pension Trust Fund, of Athens Utilities
Board, a component unit of the City of Athens, Tennessee, as of and for the year ended June 30, 2023,
and the related notes to the financial statements, which collectively comprise the Board’s basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities, each major fund and, the aggregate
remaining fund information, the Pension Trust Fund, of Athens Utilities Board, as of June 30, 2023, and
the changes in financial position and cash flows thereof for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the Athens Utilities Board and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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



In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Athens Utilities
Board’s ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute assurance
and therefore is not a guarantee that an audit conducted in accordance with GAAS and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Athens Utilities Board’s internal control. Accordingly, no
such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Athens Utilities Board’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.



Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages A-1 through A-13 and the Employee Retirement Plan -
schedule of changes in the net pension liability and related ratios, the Employee Retirement Plan -
schedule of plan contributions, and the schedule of investment returns on pages 36 through 38 be
presented to supplement the basic financial statements. Such information is the responsibility of
management and, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing
the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Athens Utilities Board’s basic financial statements. The accompanying other
supplementary information, shown on pages 39 through 61 are presented for purposes of additional
analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The information on pages 39 through
61 has been subjected to the auditing procedures applied in the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the accompanying supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

Other Information

Management is responsible for the other information included in the annual report. The other
information comprises the List of Principal Officials but does not include the basic financial statements
and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other
information, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the
basic financial statements, or the other information otherwise appears to be materially misstated. If,
based on the work performed, we conclude that an uncorrected material misstatement of the other
information exists, we are required to describe it in our report.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October
6, 2023, on our consideration of Athens Utilities Board’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements
and other matters. The purpose of that report is solely to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of Athens Utilities Board’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Athens Utilities Board’s internal control over financial reporting and
compliance.

NM,/%/CAMQW/I?C.

Chattanooga, Tennessee
October 6, 2023



Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

The Athens Utilities Board is organized as a component unit of the City of Athens, Tennessee. Our
discussion and analysis of each Division’s financial performance provides an overview of its financial
activity for the year ended June 30, 2023. It should be read in conjunction with the basic financial
statements.

Using this Annual Report

This annual report consists of four parts: Management’s Discussion and Analysis, Financial
Statements, Required Supplemental Information, and Accompanying Information. The financial
statements also include notes that explain in more detail some of the information in the financial
statements.

Required Financial Statements

The Board is segregated into four distinct divisions (Power Division, Water Division, Gas Division,
and Department of Sewer and Fiber), that provide electricity, fiber optic, water, natural gas, and sewer
services to, wholesale, residential, commercial, and industrial customers located in Athens, Tennessee,
and surrounding areas. Each division is considered to be a separate accounting and reporting entity
reporting its business-type activities in accordance with enterprise fund accounting requirements for
special-purpose governments.

These financial statements report information using the accrual basis of accounting. The financial
reporting and accounting methods followed by the Board are similar to those used by private sector
companies. The statements offer short and long-term financial information about the Board's
activities. The statement of net position includes all of the assets, liabilities, deferred inflows and
deferred outflows and provides information about the nature and amounts of investments in resources
(assets) and obligation to creditors (liabilities). It also provides the basis for computing rate of return,
evaluating capital structure, and assessing liquidity and financial flexibility of the utility. All of the
current year's revenues and expenses are accounted for in the statement of revenues, expenses and
changes in net position. This statement measures the success of the utility's operations over the past
year and can be used to determine whether the utility has successfully recovered all its costs through
its user fees and other charges, profitability, and credit worthiness. The final required financial
statement is the statement of cash flows. The primary purpose of this statement is to provide
information about cash receipts and cash payments during the year. The cash flow statement reports
cash receipts, cash payments, and net changes in cash resulting from operations, investing, capital and
noncapital financing activities. It provides answers to such questions as: from where did cash come,
for what was cash used, and what was the change in the cash balance during the year?

In addition, the financial statements present the Board’s fiduciary fund, the Athens Utilities Board
Pension Trust Fund. This trust fund is used to account for assets held in a trustee capacity for the
accountability of resources for pension benefit payments to qualified board retirees. Since these assets
are held in a fiduciary capacity, they are not included in the Board’s assets or results of operations.
The statement of fiduciary net position and the statement of changes in fiduciary net position for the
Pension Trust Fund may be found on pages 9 and 10 of the accompanying financial statements.
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Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Power Division
Condensed Statements of Net Position

June 30
Variance
2023 2022 2023 to 2022 %
Assets
Capital assets $ 46,603,079 45,675,404 $ 927,675 2.03 %
Construction in progress 1,456,093 1,906,879 (450,786) -23.64
Current and other assets 15,238,935 14,687,767 551,168 3.75
Total assets 63,298,107 62,270,050 1,028,057 1.65
Deferred outflows 2,933,211 1,987,341 945,870 47.59
$ 66,231,318 64,257,391 $ 1,973,927 3.07 %
Liabilities:
Current liabilities $ 6,082,217 6,163,930 $ (81,713) -1.33 %
Long-term liabilities 7,324,438 5,795,490 1,528,948 26.38
Total liabilities 13,406,655 11,959,420 1,447,235 12.10
Deferred inflows 136,759 686,769 (550,010) -80.09
13,543,414 12,646,189 897,225 7.09
Net position:
Net investment in capital assets 44,795,801 44,056,552 739,249 1.68
Unrestricted 7,892,103 7,554,650 337,453 4.47
Total net position 52,687,904 51,611,202 1,076,702 2.09
$ 66,231,318 64,257,391 3 1,973,927 3.07 %
Power Division
Condensed Statements of Revenues, Expenses and Changes in Net Position
Year Ended June 30
Variance
2023 2022 2023 to 2022 %
Revenues:
Power revenues $ 58,064,287 52,711,052 $ 5,353,235 10.16 %
Other operating revenue 978,055 923,657 54,398 5.89
Non operating income 59,859 15,764 44,095 279.72
Total revenues 59,102,201 53,650,473 5,451,728 10.16
Expenses:
Power costs 47,788,626 43,177,675 4,610,951 10.68
Operating expenses before
depreciation 7,851,269 6,825,964 1,025,305 15.02
Depreciation 2,554,144 2,403,611 150,533 6.26
Total expenses 58,194,039 52,407,250 5,786,789 11.04
Revenues over expenses
before capital contributions 908,162 1,243,223 (335,061) -26.95
Capital contributions 168,540 34,827 133,713 383.93
Change in net position 1,076,702 1,278,050 (201,348) -15.75
Beginning net position 51,611,202 50,333,152 1,278,050 2.54
Ending net position $ 52,687,904 51,611,202 $ 1,076,702 2.09 %
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Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Power Division Financial Statement Analysis

The Power Division's total assets as of June 30, 2023, increased by 1.65% from the previous year.
Capital assets increased by 2.03% from 2022. Construction in progress decreased by 23.64% from
2022. Capital assets and construction in progress variances from 2022 are directly related to the
amount of capital projects closed during 2023. Net position was $1.08 million more than last year
because of profitable operations. Total liabilities increased from 2022 because of long-term liabilities
due to the net pension liability from 2023.

The change in net position (net income) in 2023 decreased over 2022 because of increased expenses.

Contribution margin (the difference between sales revenues and power purchased) was more than
2022 because of the increase in power sales and other operating revenue.
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Assets:
Capital assets
Construction in progress
Current and other assets

Total assets

Deferred outflows

Liabilities:
Current liabilities
Long-term liabilities
Total liabilities

Deferred inflows

Net position:

Net investment in capital assets

Unrestricted
Total net position

Revenues:
Water sales
Other operating revenue
Non operating income
Total revenues

Expenses:
Purchased water
Operating and other expenses
before depreciation
Depreciation
Total expenses

Revenues over expenses
before capital contributions
Capital contributions
Change in net position
Beginning net position

Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Water Division
Condensed Statements of Net Position

June 30
Variance
2023 2022 2023 to 2022 %

$ 17,875,246 $ 18,165,978 $ (290,732) -1.60 %
652,470 112,317 540,153 480.92
8,281,555 7,990,625 290.930 3.64
26,809,271 26,268,920 540,351 2.06
1,049,120 643,559 405,561 63.02

$ 27,858,391 $ 26,912,479 $ 945,912 3.51 %

$ 680,866 $ 525,468 $ 155,398 29.57 %
4,974,964 4,446,788 528,176 11.88
5,655,830 4,972,256 683,574 13.75
48,915 222,386 (173,471) -78.00
5,704,745 5,194,642 510,103 9.82
14,902,230 14,458,805 443,425 3.07
7,251,416 7,259,032 (7,616) -0.10
22,153,646 21,717,837 435,809 2.01

$ 27,858,391 $ 26,912,479 $ 945,912 3.51 %

Water Division
Condensed Statements of Revenues, Expenses and Changes in Net Position
Year Ended June 30
Variance
2023 2022 2023 to 2022 Y

$ 4,924,476 3 4,536,608 $ 387,868 8.55 %
323,459 229,278 94,181 41.08
86,937 16,276 70,661 434.14
5,334,872 4,782,162 552,710 11.56
688,023 672,518 15,505 2.31
3,221,487 2,844,324 377,163 13.26
990,678 978,750 11,928 1.22
4,900,188 4,495,592 404,596 9.00
434,684 286,570 148,114 51.69
1,125 32,480 (31,355) -96.54
435,809 319,050 116,759 36.60
21,717,837 21,398,787 319,050 1.49

$ 22,153,646 $ 21,717,837 $ 435,809 2.01 %

Ending net position
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Athens Utilities Board
Management’s Discussion and Analysis
June 30,2023

Water Division Financial Statement Analysis

Total assets as of June 30, 2023, were 2.06% more than 2022 because of an increase in
construction in progress and current assets in 2023. The reason for the increase in construction in
progress was because of the Phase 2 Rocky Mount Road to Dennis Street job. Current assets
increased in 2023 due to an increase in prepaid expenses and warehouse inventory. A rate increase
passed effective October 1, 2021. During 2023, the final two planned four step increases were
implemented. Total liabilities increased from 2022 because of an increase in current and long-
term liabilities. Deferred inflows are recognized in accordance with GASB standards. Net position
was $116,759 more due to the increase in construction in progress and current and other assets.

Total revenue and expenses increased in comparison to 2022. The increase in revenue is because of
the final step for the water rate increase. Revenues over expenses before capital contributions were
more than 2022. The total change in net position (net income) was more than 2022 due to the increase
in water sales revenue.
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Assets:
Capital assets
Construction in progress
Current and other assets
Total assets

Deferred outflows

Liabilities:
Current liabilities
Long term liabilities
Total liabilities

Deferred inflows

Net position:
Net investment in capital assets
Unrestricted

Total net position

Revenues:
Gas sales
Other operating revenue
Non operating income
Total revenues
Expenses:
Gas costs
Other operating expenses
before depreciation
Depreciation
Total expenses
Revenues over expenses
before capital contributions
Capital contributions
Change in net position

Beginning net position

Athens Utilities Board

Management’s Discussion and Analysis

June 30, 2023

Gas Division

Condensed Statements of Net Position

June 30
Variance
2023 2022 2023 to 2022 %
$ 13,628,444 $ 13,758,089 $ (129,645) -0.94 %
57,506 66,464 (8,958) -13.48
8,925,625 8,402,237 523,388 6.23
22,611,575 22,226,790 384,785 1.73
590,376 362,128 228,248 63.03
$ 23,201,951 $ 22,588,918 $ 613,033 2.71 %
$ 434,787 $ 782,535 $ (347,748) -44.44 %
1,017,529 462,390 555,139 120.06
1,452,316 1,244,925 207,391 16.66
27,526 125,145 (97,619) -78.00
1,479,842 1,370,070 109,772 8.01
13,685,950 13,824,553 (138,603) -1.00
8,036,159 7,394,295 641,864 8.68
21,722,109 21,218,848 503,261 2.37
$ 23,201,951 $ 22,588,918 $ 613,033 2.71 %
Gas Division
Condensed Statements of Revenues, Expenses and Changes in Net Position
Year Ended June 30
Variance
2023 2022 2023 to 2022 %o
$ 8,485,999 $ 8,655,005 $ (169,006) -1.95 %
105,944 104,332 1,612 1.55
44,697 28,636 16,061 56.09
8,636,640 8,787,973 (151,333) -1.72
5,347,135 5,789,382 (442,247) -7.64
2,127,175 1,909,706 217,469 11.39
660,039 713,769 (53,730) -7.53
8,134,349 8,412,857 (278,508) -3.31
502,291 375,116 127,175 33.90
970 893 77 8.62
503,261 376,009 127,252 33.84
21,218,848 20,842,839 376,009 1.80
$ 21,722,109 $ 21,218,848 $ 503,261 2.37 %

Ending net position




Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Gas Division Financial Statement Analysis

The Gas Division's total assets as of June 30, 2023, increased over 2022 because of an increase in
current and other assets. The current and other assets increase is in cash and warehouse inventory.
The Gas Division remains debt free. Net position is 2.37% higher than 2022 due to increase in cash.
Long-term liabilities increased because of the increase to net pension liabilities

Gas sales revenues were less than 2022. Due to a decrease in the cost of natural gas passed onto the
customer via Purchased Gas Adjustment (PGA). Gas Division’s sales decreased by 1.95% compared
to 2022. Operating and maintenance expenses were less than 2022. The Division’s change in net
position was 2.37% more than in 2022.
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Assets:
Capital assets
Construction in progress
Current and other assets
Total assets

Deferred outflows

Liabilities:
Current liabilities
Long-term liabilities
Total liabilities

Deferred inflows

Net position:
Net investment in capital assets
Unrestricted

Total net position

Revenues:
Sewer revenues
Other operating revenue
Non operating income
Total revenues
Expenses:
Operating expenses before
depreciation
Depreciation
Total expenses
Revenues over expenses
before capital contributions

Capital contributions
Change in net position
Beginning net position

Athens Utilities Board

Management’s Discussion and Analysis

June 30, 2023

Department of Sewer

Condensed Statements of Net Position

June 30
Variance
2023 2022 2023 to 2022 %
$ 33,284,825 $ 33,494,834 A (210,009) -0.63 %
1,614,549 396,284 1,218,265 307.42
5,663,187 5,581,009 82,178 1.47
40,562,561 39,472,127 1,090,434 2.76
1,162,662 859,740 302,922 35.23
$ 41,725,223 $ 40,331,867 S 1,393,356 3.45 %
$ 2,218,437 $ 1,728,488 $ 489,949 2835 %
11,233,345 11,809,895 (576,550) -4.88
13,451,782 13,538,383 (86,601) -0.64
54,208 297,120 (242,912) -81.76
13,505,990 13,835,503 (329,513) -2.38
24,181,190 21,991,769 2,189,421 9.96
4,038,043 4,504,595 (466,552) -10.36
28,219,233 26,496,364 1,722,869 6.50
$ 41,725,223 $ 40,331,867 $ 1,393,356 3.45 %
Department of Sewer
Condensed Statements of Revenues, Expenses and Changes in Net Position
Year Ended June 30
Variance
2023 2022 2023 to 2022 %
$ 6,862,694 $ 6,233,428 $ 629,266 10.10 %
562,606 334,133 228,473 68.38
56,205 11,757 44,448 378.06
7,481,505 6,579,318 902,187 13.71
4,404,068 3,780,460 623,608 16.50
1,609,843 1,841,100 (231,257) -12.56
6,013,911 5,621,560 392,351 6.98
1,467,594 957,758 509,836 53.23
255,275 23,236 232,039 998.62
1,722,869 980,994 741,875 75.62
26,496,364 25,515,370 980,994 3.84
$ 28,219,233 $ 26,496,364 $ 1,722,869 6.50 %

Ending net position




Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Department of Sewer Financial Statement Analysis

The Department of Sewer’s capital assets were 0.63% less than 2022. Construction in progress was
307.42% more than 2022. The increase in construction in progress is due to the sewer improvement
for Cedar Springs Road and Sterling Road. This job was not complete by year-end. Also, due to new
construction, new sewer services increased in total over 2022. Total liabilities were less than 2022
because of debt service payments. The total change in net position was more than 2022.

Total revenues were 13.71% more than last year driven primarily by the increase in other sewer
revenue compared to 2022. Total expenses were 6.98% more than in 2022 primarily due to the
increase in operating expenses before depreciation. Interest expense was more than 2022 because of
increase interest rates on variable rate debt.



Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Fiber Division
Condensed Statements of Net Position

June 30
Variance
2023 2022 2023 to 2022 %o
Assets:
Capital assets $ 182,697 $ 33,494,834 $ (33,312,137) -99.45 %
Construction in progress 29,208 396,284 (367,076) -92.63
Current and other assets 348,546 5,581,009 (5,232,463) -93.75
Total assets 560,451 39,472,127 (38,911,676) -98.58
Deferred outflows 859.740 (859,740) -100.00
$ 560,451 $ 40,331,867 $  (39,771.416) -98.61 %
Total liabilities and deferred inflows $ - $ - $ - - %
Net position:
Net investment in capital assets 211,905 239,623 (27,718) -11.57
Unrestricted 348,546 182,795 165,751 90.68
Total net position 560,451 422,418 138,033 32.68
$ 560,451 $ 422418 $ 138,033 32.68 %
Fiber Division
Condensed Statements of Revenues, Expenses and Changes in Net Position
Year Ended June 30
Variance
2023 2022 2023 to 2022 %
Revenues:
Sales revenues $ 163,156 $ 119,198 $ 43,958 36.88 %
Non operating income 1,428 826 602 72.88
Total revenues 164,584 120,024 44,560 37.13
Expenses:
Purchase Cost 26,091 31,277 (5,186) -16.58
Operating expenses before depreciation 24,412 19,836 4,576 23.07
Depreciation 38,548 17,083 21,465 125.65
Total expenses 89,051 68,196 20,855 30.58
Revenues over expenses
before capital contributions 75,533 51,828 23,705 45.74
Capital contributions 62,500 34,145 28,355 83.04
Change in net position 138,033 85,973 52,060 60.55
Beginning net position 422,418 336,445 85,973 25.55
Ending net position $ 560,451 $ 422418 $ 138,033 32.68 %




Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Fiber Division Financial Statement Analysis

The Fiber Division capital assets decreased by 17.42% from 2022. Cash increased in 2023 due to
expansion of fiber service territory. The Fiber Division’s total assets increased from 2022. The Fiber
Division has no debt.

The Fiber Division’s total revenue increased by 37.13% from 2022. During 2023, the Fiber Division

expanded the service territory to add more customers in rural areas. Total expenses increased from 2022
by 30.58%. Depreciation increased from 2022 as well as other expenses before depreciation.
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Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Capital Assets and Long-term Debt Activity

The Athens Utilities Board incurred new debt during 2004 for the Department of Sewer and a smaller
debt issue for the Power Division. These are variable rate borrowings through the Tennessee
Municipal Bond Fund. The Department of Sewer has utilized $17.4 million, and the Power Division
has utilized $2.9 million of this debt. All available funds have been drawn. The balance due from the
Department of Sewer for this debt as of June 30, 2023, was $9.5 million, and the balance due from the
Power Division was $1.6 million. During 2008, the Power Division incurred another new debt of $2.6
million to finance construction of a major substation. The balance due as of June 30, 2023, was §1.7
million. The Power Division completed construction of a new substation to serve the City of Niota,
Tennessee during 2013. There have been no new debt issues in the Power Division since the 2009
refinance. All infrastructures improvements have been financed with cash flow since 2009.

The Water Division began a project to upgrade treatment infrastructure during 2014. This
infrastructure upgrade will be completed in two phases. The total cost of the first phase of this project
was approximately $2 million. It was financed with a new debt issue from the State of Tennessee
revolving loan fund. All of the funds for the first phase were drawn as of August 2015, and the
balance due is $1.1 million. The second phase of the upgrade was completed in fiscal 2017. The total
due for this debt issue as of June 30, 2023, was $1.1 million.

The Gas Division remains debt free. A new eight-inch gas main and compressed natural gas filling
station were constructed during 2013. The total cost of these projects was approximately $1.2 million.
A second eight-inch gas main was completed in fiscal 2016 at a cost of $4.3 million. A new city gate
station was completed in fiscal 2017 at a cost of $1.6 million. No debt is planned to finance any gas
infrastructure improvements.

The Department of Sewer incurred new debt totaling $2.7 million in 2011 to finance part of the
construction costs of a system extension to an industrial park that was not being served at that time.
This debt consists of fixed rate debt from the State of Tennessee's revolving loan fund of $2,246,000
and another fixed rate note from the American Recovery and Reinvestment Act (ARRA) for
$449,000. As of June 30, 2023, the balance due on these was $1.1 million and $217,084, respectively.
The remainder of the cost was financed by a cost sharing arrangement between the utility, the City of
Athens, Tennessee and McMinn County as well as a principal forgiveness from the ARRA of $1.9
million. No additional debt was incurred in the Department of Sewer during 2023.

The Fiber Division remains debt free. The expansion of the fiber service began in 2023 to cover

customers that live in rural areas without internet access. No debt is planned to finance any fiber
infrastructure improvements.
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Athens Utilities Board
Management’s Discussion and Analysis
June 30, 2023

Currently Known Facts, Decisions, or Conditions

Rates for the Sewer Division were increased using a two-year schedule to assist in the repayment of
the debt service starting in 2018. The Department of Sewer has posted positive change in net position
since these rate adjustments were completed. The Power Division had a retail rate increase in 2019 to
the residential and general service rate classes. The Power Division has adopted a 1% rate increase
for fiscal 2022. The new rate structure will become effective as of October 1, 2021. The Water
Division had its first-rate increase in twelve years and is driven by state regulation. Rates for the
Water Division will be on a two-year schedule until reaching the full increase. The final step increase
was as of April 1, 2023. The Gas and Power Divisions have adopted rate structures that are adjusted
to reflect changes in wholesale prices of gas and power sold. These fluctuating rate structures allow
the Gas and Power Divisions to preserve the margin (the difference between the prices paid and
charged) in the commodities sold. The Gas Division constructed a natural gas vehicle fueling station
during 2013. The cost of this station was approximately $430,000. No debt was incurred.

Contacting the Utility’s Financial Management
This financial report is designed to provide our ratepayers and other users of these statements with a
general overview of the utility’s finances and to show the utility’s accountability for the money it

receives. If you have questions about this report or need additional information, contact the
Superintendent of Accounting at Athens Utilities Board, P. O. Box 689, Athens, TN 37371-0689.
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ATHENS UTILITIES BOARD
STATEMENTS OF NET POSITION
PROPRIETARY FUNDS

June 30, 2023

Business-Type Activities - Enterprise Funds

Power Water Gas Department
Division Division Division of Sewer Total
ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES
UTILITY PLANT AND
EQUIPMENT, at cost $ 76,906,318  $ 33,747,573  $ 24,889,676 $ 58,141,967 $193,685,534
Less accumulated depreciation (30,120,542) (15,872,327) (11,261,232) (24,857,142) (82,111,243)
46,785,776 17,875,246 13,628,444 33,284,825 111,574,291
Construction in progress 1,485,301 652,470 57,506 1,614,549 3,809,826
Net utility plant and equipment 48,271,077 18,527,716 13,685,950 34,899,374 115,384,117
CURRENT ASSETS
Cash 7,048,954 7,497,430 8,004,263 4,576,098 27,126,745
Restricted cash - 26,913 - 37,720 64,633
Receivables:
Customer accounts, less
allowance for doubtful accounts 5,535,739 383,336 220,776 522,437 6,662,288
Primary government - - - 97,804 97,804
Other 486,426 13,496 2,039 2,575 504,536
Interdivisional - 2,048 27,721 - 29,769
Prepaid expenses 35,658 31,816 19,386 10,985 97,845
Materials and supplies 2,480,704 326,516 192,792 415,568 3,415,580
Gas and propane storage inventory - - 458,648 - 458,648
Total current assets 15,587,481 8,281,555 8,925,625 5,663,187 38,457,848
Total assets 63,858,558 26,809,271 22,611,575 40,562,561 153,841,965
DEFERRED OUTFLOWS OF
RESOURCES
Deferred outflows related to
pension plan 2,933,211 1,049,120 590,376 1,162,662 5,735,369
$ 66,791,769  $ 27,858,391 $ 23,201,951 $ 41,725,223  $159,577,334

The Notes to Financial Statements are an integral part of these statements.
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Business-Type Activities - Enterprise Funds

Power Water Gas Department
Division Division Division of Sewer Total
LIABILITIES, DEFERRED
INFLOWS OF RESOURCES
AND NET POSITION
LONG-TERM LIABILITIES
Long-term debt $ 3,263,371 $ 3,624,527 % 162,675 $ 10,706,696 $ 17,757,269
Less current maturities shown below (271,750) (199,280) (17,226) (1,190,788) (1,679,044)
Net long-term debt 2,991,621 3,425,247 145,449 9,515,908 16,078,225
Net pension liability 4,332,817 1,549,717 872,080 1,717,437 8,472,051
Total long-term liabilities 7,324,438 4,974,964 1,017,529 11,233,345 24,550,276
CURRENT LIABILITIES
Current maturities of long-term liabilities 271,750 199,280 17,226 1,190,788 1,679,044
Payables:
TVA for purchased power 3,898,639 - - - 3,898,639
Vendors 200,508 143,948 201,469 344,676 890,601
Interdivisional 2,048 27,721 - - 29,769
Primary government 89,437 - - - 89,437
Retainage - 27,873 - 49,208 77,081
Unearned revenue 400,000 58,950 7,600 203,760 670,310
Customer deposits 558,301 87,650 111,163 260,236 1,017,350
Other current liabilities 661,534 135,444 97,329 169,769 1,064,076
Total current liabilities 6,082,217 680,866 434,787 2,218,437 9,416,307
Total liabilities 13,406,655 5,655,830 1,452,316 13,451,782 33,966,583
DEFERRED INFLOWS OF
RESOURCES
Deferred inflows related to
pension plan 136,759 48,915 27,526 54,208 267,408
13,543,414 5,704,745 1,479,842 13,505,990 34,233,991
NET POSITION
Net investment in capital assets 45,007,706 14,902,230 13,685,950 24,181,190 97,777,076
Unrestricted 8,240,649 7,251,416 8,036,159 4,038,043 27,566,267
Total net position 53,248,355 22,153,646 21,722,109 28,219,233 125,343,343
$ 66,791,769  $ 27,858,391 $ 23,201,951 $ 41,725,223  $159,577,334




ATHENS UTILITIES BOARD

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
Year Ended June 30, 2023

Business-Type Activities - Enterprise Funds

OPERATING REVENUES
Sales:
Residential
Commercial
Industrial

Public street and outdoor lighting

Interruptible
Fiber optic
Other operating revenue

Total operating revenues

OPERATING EXPENSES
Purchased supply
Power, pumping, and purification
Treatment plant
Pumping station
Distribution
Maintenance
Consumer accounts
Administrative and general
Other
Depreciation and amortization
Tax equivalents

Total operating expenses
NET OPERATING INCOME

NONOPERATING REVENUES
(EXPENSES)
Interest income
Interest expense
Insurance proceeds
Gain (loss) on disposal of property
Other

Net nonoperating revenues
(expenses)

Income before capital
contributions

CAPITAL CONTRIBUTIONS

CHANGE IN NET POSITION
Net position, beginning of year

Net position, end of year

Power Water Gas Department

Division Division Division of Sewer Total
$ 18,403,290 $ 2,168,759 $ 2,833,865 $ 2,165233 $ 25,571,147
4,720,861 2,269,327 2,195,441 1,814,763 11,000,392
33,935,945 486,390 1,193,269 2,882,698 38,498,302
1,105,369 - - - 1,105,369
- - 2,263,424 - 2,263,424
61,978 - - - 61,978
978,055 323,459 105,944 562,606 1,970,064
59,205,498 5,247,935 8,591,943 7,425,300 80,470,676
47,814,717 688,023 5,347,135 - 53,849,875
- 512,368 - - 512,368
- - - 1,755,858 1,755,858
- - - 86,485 86,485
1,443,060 319,899 419,755 - 2,182,714
1,675,549 621,497 298,200 651,812 3,247,058
972,068 503,886 362,536 180,194 2,018,684
2,767,949 1,161,587 806,217 1,147,617 5,883,370
4,300 - . 257,011 261,311
2,592,692 990,678 660,039 1,609,843 5,853,252
870,775 - 226,987 - 1,097,762
58,141,110 4,797,938 8,120,869 5,688,820 76,748,737
1,064,388 449,997 471,074 1,736,480 3,721,939
36,687 66,013 36,183 20,917 159,800
(86,688) (96,797) (980) (284,048) (468,513)
24,325 10,946 8,514 35,288 79,073
(31,202) 9,978 - (36,113) (57,337)
(23,815) (5,453) (12,500) (4,930) (46,698)
(80,693) (15,313) 31,217 (268,886) (333,675)
983,695 434,684 502,291 1,467,594 3,388,264
231,040 1,125 970 255,275 488,410
1,214,735 435,809 503,261 1,722,869 3,876,674
52,033,620 21,717,837 21,218,848 26,496,364 121,466,669
$ 53,248,355 $ 22,153,646 $ 21,722,109 $ 28219233 § 125,343,343

The Notes to Financial Statements are an integral part of these statements.
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ATHENS UTILITIES BOARD
STATEMENTS OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended June 30, 2023

CASH FLOWS FROM OPERATING
ACTIVITIES
Receipts from customers and users
Receipts from other divisions for
services provided
Payments for employee services
Payments to suppliers for goods and services
Payments to other divisions for services used
Customer deposits received
Customer deposits refunded

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES

Proceeds from issuance of long-term debt
Principal paid on long-term debt
Additions to utility plant and equipment
Removal cost, salvage, and other, net
Proceeds on disposal of property
Insurance proceeds
Capital contributions
Interest paid on long-term liabilities

Net cash used in capital and related
financing activities

CASH FLOWS PROVIDED BY
INVESTING ACTIVITIES
Interest received

Net increase (decrease) in cash and cash
equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Cash
Restricted cash

Business-Type Activities - Enterprise Funds

Power
Division

Water Gas Department
Division Division of Sewer

Total

$58,168,158

$5,257,976  $ 8,795,446  $7,389,308

$ 79,610,888

808,495 32,096 151,608 3,813 996,012
(4,911,601)  (1,276,291) (708,725)  (1,284,518)  (8,181,135)
(50,547,069)  (2,132,896)  (6,994,960) (1,830,729)  (61,505,654)
(13,700)  (200,798) (14,494)  (767,020) (996,012)
203,295 25,520 34,490 30,010 293,315
(225,826) (28,470) (40,690) (31,339) (326,325)
3481752 1,677,137 1,222,675 3,509,525 9,891,089

: : 175,538 : 175,538
(262,360)  (194,964) (12,863)  (1,192,653)  (1,662,840)
(3,139,572)  (1,233,666) (565,947)  (2,625,705)  (7,564,890)
(159,501) (21,167 (4,793) 57,745 (127,716)
689 9,978 " 33,450 44,117

24,325 10,946 8,514 35,288 79,073
231,040 1,125 - 142,911 375,076
(86,688) (96,797) (980)  (284,048) (468,513)
(3.392,067)  (1,524,545) (400,531)  (3,833,012)  (9,150,155)
36,687 66,013 36,183 20,917 159,800
126,372 218,605 858,327 (302,570) 900,734
6,922,582 7,305,738 7,145,936 4916388 26,290,644
$ 7,048,954 $7,524,343  $ 8,004,263 $4,613,818  §27,191,378

$ 7,048,954

$7,497,430  $ 8,004,263  $4,576,098
26,913 - 37,720

$ 27,126,745
64,633

$ 7,048,954

$7,524,343  § 8,004,263 $4,613,818

$ 27,191,378

(continued)
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Business-Type Activities - Enterprise Funds

(1,064,012)



























































































































































































