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Acker & Company
Certified Public Accountants, PC

INDEPENDENT AUDITORS’ REPORT

To the City Council
City of Troup, Texas

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, the aggregate discretely presented component unit, each major fund, and the
aggregate remaining fund information of City of Troup, Texas, as of and for the year ended
September 30, 2016, and the related notes to the financial statements, which collectively comprise
the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the‘Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes 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.

Auditor’s Responsibility

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 the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatements.

-An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. Accordingly, we express no such opinion. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management as well as evaluatmg the overall presentation
of the financial statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

1

1614 W. Grande Blvd. = Tyler, TX 75703
Phone: (903) 592-4584  Fax: (803) 592-4691



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, the
aggregate discretely presented component unit, each major fund, and the aggregate remaining fund
information of City of Troup, Texas, as of September 30, 2016, and the respective changes in
financial position and cash flows, where applicable, thereof for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Other Matters
Required supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis, budgetary comparison information, schedule of changes in
net pension liabilities and related ratios, and schedule of contributions be presented to supplement
the basic financial statements. Such information, 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
response 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January
29, 2016, on our consideration of the City of Troup, Texas’ 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 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 internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should
be considered in assessing the results of our audit.

)
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ACKER & COMPANY
Certified Public Accountants
January 29, 2017
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the City of Troup Texas’ financial performance provides an overview
of the City’s financial activities for the year ended September 30, 2016.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the
Statement of Activities provide information about the activities of the City as a whole and present a
longer-term view of the City’s finances. Fund financial statements start on page 12. For
governmental activities, these statements tell how these services were financed in the short term as
well as what remains for future spending. Fund financial statements also report the City’s operations
in more detail than the government-wide statements by providing information about the City’s most
significant funds.

Reporting the City as a Whole
The Statement of Net Assets and the Statement of Activities

Our analysis of the City as a whole begins on page 4. The Statement of Net Position and the
Statement of Activities report information about the City as a whole and about its activities in a way
that helps the reader of the financial statement determine if the city is better or worse off as a result
of the year’s activities. These statements include all assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private-sector companies. All of the
current year’s revenues and expenses are taken into account regardless of when cash is received or
paid.

These two statements report the City’s net position and changes in them. You can think of the City’s
net assets - the difference between assets and liabilities - as one way to measure the City’s financial
health, or financial position. Over time, increases or decreases in the City’s net assets are one
indicator of whether its financial health is improving or deteriorating. You will need to consider
other nonfinancial factors, however, such as changes in the City’s property tax base and the
condition of the City’s infrastructure, to assess the overall health of the City.

In the Statement of Net Assets and the Statement of Activities, we divide the City into two kinds of
activities: :

e Governmental activities - Most of the City’s basic services are reported here, including
the police, fire, general administrations, streets and parks. Property taxes, sales taxes,
franchise fees and fines finance most of these activities.

e Business-type activities - The City charges a fee to customers to help it cover all or most
of the cost of certain services it provides. The City’s water and sewer systems are
reported here.

e Additionally, the City has one component unit, the Troup Community Development
Corporation, which is included in the statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Reporting the City’s Most Significant Funds
~ Fund Financial Statements

Our analysis of the City’s major funds begins on page 6. The fund financial statements begin on
page 12 and provide detailed information about the most significant funds - not the City as a whole.
Some funds are required to be established by State law and by bond covenants. However, the City
Council may establish other funds to help it control and manage money for particular purposes or to
show that it is meeting legal responsibilities for using certain taxes, grants, and other money. The
City’s two kinds of funds - governmental and proprietary - use different accounting approaches.

e Governmental Funds - Most of the City’s basic services are reported in governmental
funds, which focus on how money flows into and out of those funds and the balances left at
year-end that are available for spending. These funds are reported using an accounting
method called modified accrual accounting, which measures cash and all other financial
assets that can readily be converted to cash. The governmental fund statements provide a

- detailed short-term view of the City’s general government operations and the basic services it
provides. Governmental fund information helps you determine whether there are more or
fewer financial resources that can be spent in the near future to finance the City’s programs.
We describe the relationship (or differences) between governmental activities (reported in the
Statement of Net Position and the Statement of Activities) and governmental funds in
reconciliation at the bottom of the fund financial statements.

o Proprietary Funds - When the City charges customers for the services it provides, these
services are generally reported in proprietary funds. Proprietary funds are reported in the
same way that all activities are reported in the Statement of Net Position and the Statement of
Activities. In fact, the City’s enterprise fund is the same as the business-type activities we
report in the government-wide statements but provide more detail and additional information,
such as cash flows.

THE CITY AS A WHOLE

For the year ended September 30, 2016, net position changed as follows:

Business-
Governmental type
Activities Activities Total
Beginning net position $ (417,789) $ 3,168,465 $ 2,750,676
Increase/ (Decrease) in net position 85,218 (37,383) 47,835
Ending net position $ (332,571 $3,131,082 $ 2,798,511

This schedule reflects an increase of 20.0 % for governmental act1v1t1es and a decrease of 1.0 % for
business-type activities.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

THE CITY AS A WHOLE (continued)

A comparison of assets, liabilities and changes in net position is as follows:

2016 2015 Change
Total Assets $ 4,204,516 $ 4,221,152 $ (16,636)
Deferred Outflows 114,668 37,280 77,388
Total Liabilities 1,520,673 1,502,820 17,853
Deferred Inflows - 4,936 (4,936)
Net Position $ 2,798,511 $2,750,676 $ 47,835

The decrease in assets is primarily due to depreciation in current year. The increase in liabilities is
due to net pension liability.

Governmental Activities

To aid in the understanding of the Statement of Activities some additional explanation is given. Of
particular interest is the format that is significantly different than a typical Statement of Revenues,
Expenses, and Changes in Fund Balance. You will notice that expenses are listed in the first column
with revenues from that particular program reported to the right. The result is a Net
(Expense)/Revenue. The reason for this kind of format is to highlight the relative financial burden
of each of the functions on the City’s taxpayers. It also identifies how much each function draws
from the general revenues or, if it is self-financing, through fees and grants. Some of the individual
line item revenues reported for each function are:

Miscellaneous: Various permits, fees for services
Police: Fines

Ambulance Fees for Services

Cemetery Fees for Services

Garbage Fees for Services

Library: Fines and Donations

All other governmental revenues are reported as general. It is important to note that all taxes are
classified as general revenue even if restricted for a specific purpose. '

A comparison of governmental activities revenues and expenses on the Statement of Activities is as
follows:

2016 2015 Change
Revenues $ 1,584,497 $ 1,532,431 $ 52,066
Expenses and Transfers 1,499,279 1,418,106 81,173
Change in Net Position $ 85218 $§ 114,325 $ (29,107)

The decrease in revenue is due to a decrease in grant revenue. Decreased expenses are due to
decreased grant expenditures.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Governmental Activities (continued)

A comparison of the whole City revenues and expenses is as follows:

2016 2015 Change
Total Revenes and $ 2,370,645 $2230,112 $ 140,533
Transfers .
Total Expenses 2,322,810 2,290,001 $ 32,809
Change in Net Position $ 47,835 $ (59,889) $ 107,724

Business-type Activities

The Business-type activities include the operations of the water and sewer fund. The water and
sewer fund generated an operating loss of $37,385 in 2016, compared to an operating loss of
$47,142 in 2015. The water and sewer fund transferred funds to the general fund in the net-amount
of $115,627 in 2016.

THE CITY’S FUNDS

The City’s general fund increased $39,069, after a transfer from the water and sewer fund in the
amount of $115,627. Total government revenues increased $50,319 while expenses increased
$95,278 due primarily to an increase in police, library, and streets expenses in 2016.

General Fund Budgetary Highlights

General fund revenues were over budget by $44,711 or 3.0%. Expenditures were over budget by
$26,411 or 2.0%.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At September 30, 2016, the City had $3,095,672 invested in fixed assets (net of depreciation)
including police and fire equipment, building, water lines, sewer lines, and gas lines. The City has

not recorded its investments in roads, bridges, and parks for years prior to 2004 due to the difficulty
in estimating the value of those items.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Capital Assets (continued)

Governmental Business-type

Value Depreciation Value Depreciation
Land § 8212 $ - $ - $ -
Library - 367,200 339,345 - -
Fire Department 23,921 23,921 - -
Police Department 668,220 552,689 ’ - -
Streets Paving 1,371,154 1,273,884 - -
Other 767,181 636,487 - -
Water and Sewer - - 7,425,406 4,709,296

$3,205,888 $2,826,326 $ 7,425,406 $ 4,709,296

Governmental fund assets increased $103,365 and depreciation was $107,650. Business fund assets
increased $51,630 and depreciation was $215,739.

Debt

During the year, net debt reduction was $77,000 in the Governmental Fund and $26,510 in the
Business type activities.

Economic Factors

The principle business activities conducted within the City and the immediately surrounding areas
continue to be retail, agriculture, light manufacturing, and oil and gas exploration and production.

The business climate during the fiscal year ending September 30, 2016 was generally positive and
relatively stable in the City and surrounding area.

Property valuations within the City have continued to experience slight increases. Several recent
new housing starts have provided an indication that growth in the City may be taking root. The
budget process for the 2015-2016 fiscal year reflected a stable and gradually expanding property tax
base.

Sales tax revenue increased 2% in calendar year 2016 compared to 2015.
Oil and gas exploration and production has slowed in the area, but the related reduction in royalties

has been successfully addressed in the City’s budgeting process as efficiencies in operation and
reduction of operating costs have more than compensated for the financial effect of that sector.



Page 6 of 6

MANAGEMENT’S DISCUSSION AND ANALYSIS

Economic Factors (continued)

The City has had inquiries from several businesses that are considering locating in Troup. The
presence of the railroad provides an opportunity for some of those business operations to ship and
receive freight in a manner that is preferable to them over being limited to only trucking materials in
and out of town. The City is working to expand business operations by attracting several smaller
operations that will support an even more diversified employment and tax base.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with a
general overview of the City’s finances and to show the City’s accountability for the money it
receives. If you have questions about this report or need additional financial information, contact the
City Secretary’s Office at (903) 842-3128.

Gene Cottle
City Manager



CITY OF TROUP, TEXAS
STATEMENT OF NET POSITION

SEPTEMBER 30, 2016
Governmental Business-type Component
ASSETS Activities Activities Total Units
Current Assets:
Cash, Including Time Deposits $ 316,648 $ 343,889 $ 660,537 $ 372,514
Accounts Receivable 45,425 73,192 118,617 9,865
Accounts Receivable - Taxes 52,893 - 52,893 .
Total Current Assets 414,966 417,081 832,047 382,379
Noncurrent Assets:
Restricted Cash 208,000 68,797 276,797 -
Capital Assets, Net of Depreciation 379,562 2,716,110 3,095,672 221,302
Total Noncurrent Assets 587,562 2,784,907 3,372,469 221,302
Total Assets 1,002,528 3,201,988 4,204,516 603,681
DEFERRED OUTFLOWS OF RESOURCES
Deferred Charge on Pension Contributions 34,141 - 34,141 -
Deferred Charge on Pension Actuarial Losses 80,527 - 80,527 -
Total Deferred Outflows of Resources 114,668 - 114,668 -
LIABILITIES
Current Liabilities:
Bonds Payable - Current 80,000 - 80,000 -
Notes Payable - Current 3,390 - 3,390 7,917
Accounts Payable 2,562 70,906 73,468 -
Total Current Liabilities 85,952 70,906 156,858 7,917
Noncurfent Liabilities:
Net Pension Liability 190,205 - 190,205 -
Bonds Payable - Non-Current 1,160,000 - 1,160,000 -
Notes Payable - Non-Current 13,610 - 13,610 74,044
Total Noncurrent Liabilities 1,363,815 - 1,363,815 74,044
Total Liabilities 1,449,767 70,906 1,520,673 81,961
DEFERRED INFLOWS OF RESOURCES
Deferred Revenue on Pension Actuarial Gains - - - -
Total Deferred Inflows of Resources - - - -
NET POSITION
Invested in Capital Assets, Net of Related Debt 379,562 2,716,110 3,095,672 221,302
Unrestricted (712,133) 414,972 (297,161) 300,418
Total Net Position $ (332,571) $ 3,131,082  $2,798,511 $ 521,720

See accompanying notes to financial statements.
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CITY OF TROUP, TEXAS

- STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED SEPTEMBER 30, 2016

Program Revenues Net (Expenses) Revenue and Changes in Net Assets

Operating Business- Total
Charges for Grantsand Governmental type Primary Component
Functions/Programs Expenses Services Contributions Activities Activities Government - Units Total
Governmental Activities ,
Administration $ 298212 § 58497 § 5000 § (234,715) $ - 8 (234,715) $ - § (234,715)
Police 641,569 74,725 - (566,844) - (566,844) - (566,844)
Ambulance 36,459 38,145 - 1,686 - 1,686 - 1,686
Cemetary 9,000 4,500 - (4,500) - (4,500) - (4,500)
Garbage 173,328 232,427 - 59,099 - 59,099 - 59,099
Library 151,351 7,893 125,253 (18,205) - (18,205) - (18,205)
Parks 47,552 - - (47,552) - (47,552) - (47,552)
Streets 218,979 - - (218,979) - (218,979) - (218,979)
Debt Service 38,456 - - (38,456) - (38,456) - (38,456)
Total Governmental Activities 1,614,906 416,187 130,253 (1,068,466) - (1,068,466) - (1,068,466)
Business-type Activities
Water & Sewer 707,904 784,312 - - 76,408 76,408 - 76,408
Total Business-type Activities 707,904 784,312 - - 76,408 76,408 - 76,408
Total Primary Government $2,322,810  $1,200,499 $§ 130,253 ' (1,068,466) 76,408 (992,058) - (992,058)
Component Units
Troup Community Development $ 76,608 § - $ - (76,608) (76,608)
Total Component Units $ 76,608 §$ - 3 - (76,608)  (1,068,666)

See accompanying notes to financial statements.
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CITY OF TROUP, TEXAS
STATEMENT OF ACTIVITIES

Program Revenues

FOR THE YEAR ENDED SEPTEMBER 30, 2016

Page 2 of 2

Net (Expenses) Revenue and Changes in Net Assets

See accompanying notes to financial statements.

Operating Business- Total
Charges for Grantsand  Governmental type Primary Component
Functions/Programs Expenses Services Contributions Activities Activities Government Units Total
General Revenues
Taxes:
Property taxes 672,237 - 672,237 - 672,237
Franchise and Sales taxes 343,912 - 343,912 131,464 475,376
Investment income . 13,721 1,836 15,557 719 16,276
. Unrealized Gains/(Losses) 8,187 - 8,187 - 8,187
Contributions ' ‘ - - - - -
Transfers-Internal Activity 115,627 (115,627) - - -
Total General Revenues and Transfers 1,153,684 (113,791) 1,039,893 132,183 1,172,076
Change in Net Position 85,218 (37,383) 47,835 55,575 103,410
Net Position - Beginning (417,789) 3,168,465 2,750,676 466,145 3,216,821
Prior Period Adjustment - - - - -
Net Position - Ending $ (332,571) §$3,131,082 $2,798,511 § 521,720  $3,320,231
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CITY OF TROUP, TEXAS
BALANCE SHEET - GOVERNMENTAL FUNDS

SEPTEMBER 30, 2016
Total
General Debt Service ~ Governmental
Fund Library Fund Fund Funds
ASSETS
Cash, Including Time Deposits $ 316,648 $ - $ - $ 316,648
Cash Restricted for Specific Purposes 3,292 187,540 17,168 208,000
Accounts Receivable - Taxes 52,893 - - 52,893
Accounts Receivable - Other 45,425 - - 45,425
Total Assets $ 418,258 $ 187,540 $ 17,168 $ 622,966
LIABILITIES
Accounts Payable $ 2,562 $ - $ - $ 2,562
Total Liabilities 2,562 - - 2,562
Fund Balances
Committed for the Library - 187,540 - 187,540
Unassigned 415,696 - 17,168 432,864
Total Fund Balances 415,696 187,540 17,168 620,404
Total Liabilities and Fund Balances $ 418,258 $ 187,540 $ 17,168
Amounts reported for governmental activities in the Statement
of Net Position are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds, net of
accumulated depreciation of $2,826,326. 379,562
Deferred Charge on Pension Contributions are not reported in the funds. 34,141
Deferred Charge on Pension Actuarial Losses are not recorded in the funds. 80,527
Long-term liabilities are not due and payable in the current
period and therefore are not reported in the funds:
Notes Payable (17,000)
Bonds Payable ‘ (1,240,000)
Net Pension liabilty is not due and payable in the current period and, therefore, is not reported in the funds. (190,205)
Deferred Revenue on Pension Actuarial Gains are not due and payable in the current period and,
therefore, are not reported in the funds. ‘ -
Net Position of Governmental Activities $ (332,571)

See accompanying notes to financial statements.
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CITY OF TROUP, TEXAS
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS .
FOR THE YEAR ENDED SEPTEMBER 30, 2016
Debt Total
General Library Service Governmental
Fund Fund Fund Funds
Revenues:
Property Taxes $ 555,209 §$ - $117,028 § 672,237
Franchise and Sales Taxes 343,912 - - 343,912
Fines and Fees 64,987 7,893 - 72,880
Charges for Services 286,729 - - 286,729
Other Miscellaneous Revenues 74,519 7,753 320 82,592
Royalties and Donations 4,960 108,599 - 113,559
Grant Revenues 5,000 16,402 : - 21,402
Total Revenues 1,335,316 140,647 117,348 1,593,311
Expenditures:
Administration 246,961 - - 246,961
Police 636,617 - - 636,617
Ambulance 36,459 - - 36,459
Cemetary 9,000 - - 9,000
Garbage 173,328 - - 173,328
Library - 145,916 - 145,916
Parks 44,059 - - 44,059
Streets 265,260 - - 265,260
Grant Expenses 5,000 - - 5,000
Debt Service - - 115,456 115,456
Total Expenditures 1,416,684 145,916 115,456 1,678,056
Excess (Deficiency) of Revenues
Over (Under) Expenditures (81,368) (5,269) 1,892 (84,745)
Other Financing Sources (Uses):
Operating Transfers 107,094 8,533 - 115,627
Unrealized Gains/(Losses) - 8,187 - 8,187
Total Other Financing Sources (Uses) 107,094 16,720 - 123,814
Excess (Deficiency) of Revenues and Other
Sources Over Expenditures and Other Uses 25,726 11,451 1,892 39,069
Fund Balance - Beginning 389,970 176,089 15,276 581,335
Fund Balance - Ending $ 415696 §$ 187540 $ 17,168 § 620,404

See accompanying notes to financial statements.
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