
















































































































CITY OF ATHENS, TENNESSEE 
NOTES TO FINANCIAL STATEMENTS 

June 30, 2020 

Note 1. Summary of Significant Accounting Policies (continued) 

C. Budgets and Budgetary Accounting (co11tinued)

5. Formal budgets are adopted for the General Fund, the General Purpose School Fund, and the
Special Revenue Funds on a basis consistent with generally accepted accounting principles
(GAAP). Budgeted amounts reflected in the accompanying budget and actual comparison
are as originally adopted, unless amended by the City Council.

6. All appropriations which are not expensed or encumbered lapse at year end.

D. Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

E. Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits and certificates of deposit with original
maturities of 90 days or less. In accordance with governmental accounting standards, certain
restricted assets are considered cash equivalents for purposes of the statements of cash flows.

F. Investments

Investments are valued at fair value. Legal provisions require that all investments be properly
insured or collateralized with a financial_depository. State statutes authorize the government to
invest in obligations of the U.S. Treasury commercja} paper, corporate bonds, equity securities,
repurchase agreements, and pooled investment funds.

G. Inventories and Prepaid Items

Inventories consist primarily of supplies and gravesites, valued at weighted average cost, which
approximates market. The cost of inventories is recorded as expenditures/expenses when
consumed rather than when purchased.

Inventory recorded in the Centralized Cafeteria Fund consists of commodities granted by the
United States Department of Agriculture (USDA), nonperishable food and nonfood supplies.
All purchased inventory items are recorded at the lower of cost (first-in, first-out method) or
market. Commodities are assigned values based on information provided by the USDA.

Prepaid items consist of payments to vendors for costs applicable to future accounting periods.
These items are recorded as prepaid items in both the government-wide and fund financial
statements. The cost of prepaid items is recorded as expenditure/expenses when consumed
rather than when purchased.
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