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Independent Auditor’s Report 
 
 
 
December 11, 2017 
 
 
The Honorable Mayor and 
   Members of the City Council 
City of Tioga, Texas 
 
I have audited the accompanying financial statements of the governmental activities, business-type activities, discretely presented 
component unit, and each major fund of the City of Tioga, Texas, (City) as of and for the year then ended September 30, 2017, 
which collectively comprise the City’s basic financial statements, as listed in the table of contents.  These financial statements 
are the responsibility of the City’s management.  My responsibility is to express an opinion on these general purpose financial 
statements based on my audit. 
 
I conducted my audit in accordance with generally accepted auditing standards and the standards applicable to financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States.  Those standards require 
that I 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.  I believe that my audit provides a reasonable basis for my opinion. 
 
In my 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 discretely presented component units and each major fund, and 
the aggregate remaining fund information of the City of Tioga, Texas, as of September 30, 2017, and the respective changes in 
financial position and cash flows, where applicable, thereof and the respective budgetary comparison for the General Fund for 
the year then ended in conformity with generally accepted accounting principles.  
 
In accordance with Government Auditing Standards, I have also issued my report, dated December 11, 2017, on my consideration 
of the internal control over financial reporting of the City of Tioga, Texas, and my tests of its compliance with certain provisions 
of laws, regulations, contracts and grants. 
 
Management’s Discussion and Analysis is not a required part of the basic financial statements but is supplementary information 
required by accounting principles generally accepted in the United States of America.  I have applied certain limited procedures, 
which consisted principally of inquiries of management regarding the methods of measurement and presentation of the required 
supplementary information.  However, I did not audit the information and express no opinion on it. 
 
 
 
 
 
Joseph E. Madden 
Certified Public Accountant 
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As management of the City of Tioga, Texas, we offer readers of the City’s financial statements this narrative overview and 
analysis of the financial activities of the City for the fiscal year ended September 30, 2017.  We encourage readers to consider 
the information presented here in conjunction with the financial statements which follow this section. 
 
Financial Highlights 
 

 The assets of the City exceeded its liabilities at the close of the most recent fiscal year by $2.9 million (net assets).  Of this 
amount, $799 thousand (unrestricted net assets) may be used to meet the government’s ongoing obligations to citizens and 
creditors. 

 
 The City’s total net assets increased by $29 thousand this fiscal year.  Governmental Activities net assets decreased by $44 

thousand and Business-type Activities net assets increased by $73 thousand. 
 
 As of the close of the current fiscal year, the City’s governmental funds reported combined ending fund balances of $781 

thousand, an increase of $31 thousand.  Of this amount, $753 thousand is unreserved and available for spending subject to 
the City’s self-imposed limitations. 

 
 At year-end, the undesignated and unreserved fund balance for the General Fund was $753 thousand.  This represents over 

164% of general fund expenditures.  On a current financial resources basis, total fund balance for the General Fund 
increased by $31 thousand. 

 
 The City’s total debt decreased by $60 thousand during the fiscal year.  The City’s bonded debt decreased by 46 thousand. 

 
  

Overview of the Financial Statements 
This discussion and analysis is intended to serve as an introduction to the City of Tioga’s basic financial statements.  The City’s 
basic financial statements are comprised of three components:  1) government-wide financial statements, 2) fund financial 
statements and 3) notes to the basic financial statements.  This report also contains other supplementary information in addition 
to the basic financial statements themselves. 
 
Government-wide Financial Statements 
The government-wide financial statements are designed to provide readers with a broad overview of the City’s finances in a 
manner similar to a private sector business. 
 
The statement of net assets presents information on all of the City’s assets and liabilities, with the difference between the two 
reported as net assets.  Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial 
position of the city is improving or deteriorating.  The statement of net assets combines and consolidates governmental funds 
current financial resources (short-term spendable resources) with capital assets and long-term obligations.  Other non-financial 
factors should also be taken into consideration, such as changes in the City’s property tax base and the condition of the City’s 
infrastructure (i.e. roads, drainage improvements, storm and sewer lines, etc.), to assess the overall health or financial condition 
of the City. 
 
The statement of activities presents information showing how the City’s net assets changed during the most recent fiscal year.  
All of the current year’s revenues and expenses are taken into account regardless of when cash is received or paid.  Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flows in future fiscal periods (e.g. 
uncollected taxes).  Both the statement of net assets and the statement of activities are prepared utilizing the accrual basis of 
accounting as opposed to the modified accrual basis used in prior reporting models. 
 
 
 
 
 
 
 
 



City of Tioga, Texas 
Management’s Discussion and Analysis 

September 30, 2017 
 
 

- 3 - 

In the Statement of Net Assets and the Statement of Activities, the City is divided into three kinds of activities: 
 

 Governmental activities – Most of the City’s basic services are reported here, including the police, fire, public services 
and operations, public works and general administration.  Property taxes, sales taxes and franchise fees finance most of 
these activities. 

 
 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 system’s activity are reported here. 
 

 Component units – The City includes two separate legal entities in its report - the industrial development fund (TIDCO) 
and the economic development fund (TEDCO).  Although legally separate, these “component units” are organized 
exclusively for the purposes of benefiting and accomplishing public purposes of and to act on behalf of the City and the 
specific purposes for which the Corporation is organized. 

 
Fund Financial Statements 
A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for specific 
activities or objectives.  The City, like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements.  All of the funds of the City can be divided into two categories: governmental 
funds and proprietary funds. 
 
Governmental funds – The majority 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 identified as the modified accrual basis of 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.  By comparing information 
presented for governmental funds with similar information presented for governmental activities in the government-wide 
financial statements, readers may better understand the long-term impact of the government’s near-term financing decisions.  The 
relationships or differences between governmental activities (reported in the Statement of Net Assets and the Statement of 
Activities) and governmental funds are detailed in a reconciliation following the fund financial statements. 
 
The City maintains two individual governmental funds.  Information is presented separately in the governmental funds balance 
sheet and in the governmental funds statement of revenues, expenditures, and changes in fund balances for the general fund and 
debt service fund. 
 
Proprietary funds – The City charges customers for the services it provides, whether to outside customers or to other units within 
the City.  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 Assets and the Statement of Activities.  Proprietary funds provide the same type of 
information as the government-wide financial statements, only in more detail.  The City has only one proprietary fund which is 
used to account for the City’s water and sewer system financial activities. 
 
Reporting the City’s Fiduciary Responsibilities 
The Mayor is the trustee, or fiduciary, for the Roark Memorial Trust created November 18, 1976.  All of the City’s fiduciary 
activities are reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary Net Assets.  The activities of 
these funds are excluded from the City’s other financial statements because the City cannot use these assets to finance its 
operations.  The City is responsible for ensuring that the assets reported in these funds are used for their intended purpose. 
 
Notes to the Basic Financial Statements 
The notes provide additional information that is essential to a full understanding of the data provided in the government-wide 
and fund financial statements.  The notes can be found immediately following the basic financial statements. 
 
Government-Wide Financial Analysis 
As noted earlier, net assets may serve over time as a useful indicator of government’s financial position.  In the case of the City 
of Tioga, assets exceeded liabilities by $2.9 million as of September 30, 2017. 
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City of Tioga's Net Assets

Governmental Activities Business-Type Activities Total Primary Government
2017 2016 2017 2016 2017 2016

Current and Other Assets 803,493$     822,114$     1,568,168$  1,464,166$  2,371,661$  2,286,280$  
Capital Assets 711,456       795,970       1,794,363    1,840,871    2,505,819    2,636,841    

Total Assets 1,514,949    1,618,084    3,362,531    3,305,037    4,877,480    4,923,121    

Current Liabilities 55,637         74,808         117,322       107,216       172,959       182,024       
Noncurrent Liabilities 14,222         53,893         1,785,000    1,811,000    1,799,222    1,864,893    

Total Liabilities 69,859         128,701       1,902,322    1,918,216    1,972,181    2,046,917    

Invested in Capital Assets,
  Net of Related Debt 657,564       723,851       1,107,733    1,167,367    1,765,297    1,891,218    
Restricted Net Assets 62,999         86,245         278,225       236,017       341,224       322,262       
Unrestricted Net Assets 724,527       679,287       74,251         (16,563)        798,778       662,724       
Total Net Assets 1,445,090$  1,489,383$  1,460,209$  1,386,821$  2,905,299$  2,876,204$  

 
 

 
The largest portion of the City’s net assets (61%) reflects its investment in capital assets (e.g. land, buildings, equipment, 
improvements, infrastructure and construction in progress), less any debt used to acquire those assets that is still outstanding.  
The City uses these capital assets to provide service to citizens; consequently, these assets are not available for spending.  
Although the City’s investment in its capital assets is reported net of related debt, it should be noted that the resources needed to 
repay this debt must be provided from other sources, since the capital assets themselves cannot be used to liquidate these 
liabilities. 
 
Analysis of the City’s Operations 
The City’s general revenues increased when compared to the prior year by $13 thousand or 4%.  Property tax revenues increased 
by $35 thousand.  The following table provides a summary of the City’s operations for the year ended September 30, 2017: 
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Changes in Net Assets
Governmental Activities

Increase/
2017 2016 (Decrease)

Program Revenues
Charges for Services 67,987$         70,395$         (2,408)$          
Operating Grants and Contributions 9,281          9,085             196                
Capital Grants and Contribution 15,923        --                15,923           

General Revenues
Property Taxes 283,906      248,712         35,194           
Penalties and Interest 4,776          5,091             (315)               
Franchise Taxes 28,186        28,041           145                
Sales Taxes 61,915        58,971           2,944             
Interest Income 4,262          3,882             380                
Other 12,686        33,760           (21,074)          

Total Revenues 488,922         457,937         30,985           

Expenses
General Government 131,525      100,745         30,780           
Public Works 141,815      69,597           72,218           
Public Safety 228,251      226,705         1,546             
Municipal Court 27,847        21,876           5,971             
Interest on Long-Term Debt 3,777          3,675             102                

Total Expenses 533,215         422,598         110,617         

Increase in Net Assets Before Transfers (44,293)          35,339           (79,632)          
Transfers --                14,000           (14,000)          

Increase/(Decrease) in Net Assets (44,293)          49,339           (93,632)          

Net Assets - Beginning 1,489,383      1,440,044      49,339           

Net Assets - Ending 1,445,090$    1,489,383$    (44,293)$        

 
Capital Assets 
At the end of the fiscal year 2017, the City had $2.4 million invested in a broad range of capital assets, including police and fire 
equipment, buildings, park facilities, infrastructure, and water and sewer lines. 
 
Major capital asset events during the current fiscal year include the following: 
 

 Kawasaki Mule $7,739 
 Water/Sewer System Improvements $63,297 

 
Prior to GASB 34, cities were not required to capitalize infrastructure assets, as they had no value to anyone other than the City 
itself.  With the implementation of GASB 34, infrastructure assets are being capitalized on a prospective approach.  Therefore, 
the amount listed above as infrastructure only represents the amount of assets put in service since October 1, 2003. 
The following table provides a summary of the City’s capital assets for the year ended September 30, 2017. 
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Capital Assets at Year-End
Governmental Business-type

Activities Activities Totals
2017 2016 2017 2016 2017 2016

Land and Improvements 213,322$     213,322$     5,564$         5,564$         218,886$     218,886$     
Buildings and Improvements 70,799         77,345         --             --             70,799         77,345         
Water System --             --             1,001,607    988,592       1,001,607    988,592       
Sewer System --             --             685,474       737,588       685,474       737,588       
Equipment 237,120       296,998       16,392         22,623         253,512       319,621       
Infrastructure 190,216       208,305       --             --             190,216       208,305       
Totals 711,457$     795,970$     1,709,037$  1,754,367$  2,420,494$  2,550,337$  

 
Debt 
At the year-end, the City had $1.84 million in bonded debt outstanding as compared to $1.88 million at the end of the prior fiscal 
year, a decrease of 2% as shown in the following table.  The entire amount of bonded debt is backed by the full faith and credit 
of the City. 

Outstanding Debt
Governmental Business-type

Activities Activities Totals
2017 2016 2017 2016 2017 2016

Certificates of Obligation 25,000$       45,000$       1,665,000$  1,685,000$  1,690,000$  1,730,000$  
Revenue Bonds --             --             146,000       152,000       146,000       152,000       
Totals 25,000$       45,000$       1,811,000$  1,837,000$  1,836,000$  1,882,000$  

 
Economic Factors and Next Year’s Budgets and Rates 
In the 2017-2018 budget, General Fund revenues and transfers are budgeted to increase 27.0% from the 2016-2017 actual 
revenues with property taxes making up about 65% of the total.  Ad valorem tax revenues are determined by two major factors: 
the total assessed property value established by the Grayson County Appraisal District and the tax rate set by the City Council. 
The following table shows the changes in property values and tax rates: 
 

Market Value Change From Tax Rate Change From
Year Ending (after Exemptions) Prior Year (Per $100) Prior Year

9/30/2017 46,624,778$         15.8% 0.540992$       -1.2%
9/30/2016 40,261,707           1.6% 0.547391         -2.8%
9/30/2015 39,612,098           -2.8% 0.562945         2.4%
9/30/2014 40,758,272           3.5% 0.549960         12.4%
9/30/2013 39,367,676           -6.3% 0.489485         8.6%  

 
Contacting the City’s Financial Management 
This financial report is designed to provide our citizens, customers, investors 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 at: City of Tioga, PO Box 206, Tioga, TX 76271. 
 
 
 
 
 
 
Craig Jezek, Mayor 
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CITY OF TIOGA, TEXAS

STATEMENT OF NET ASSETS

September 30, 2017

(With Comparative Totals for September 30, 2016)

Primary Government
Governmental Business-type Totals

Activities Activities 2017 2016
Assets

Cash and Cash Equivalents 718,079$        1,250,722$     1,968,801$     1,906,984$     
Receivables:

Sales Taxes 12,574           --               12,574           9,731             
Property Taxes 9,841             --               9,841             10,695           
Accounts --               39,221           39,221           36,608           

Restricted Cash and Cash Equivalents 62,999           278,225         341,224         322,262         
Capital Assets

Non-Depreciable 213,322         5,564             218,886         218,886         
Depreciable (Net) 498,134         1,703,473       2,201,607       2,331,451       

Bond Issuance Cost, Net --               85,326           85,326           86,504           

Total Assets 1,514,949       3,362,531       4,877,480       4,923,121       

Liabilities
Accounts Payable and Accrued Expenses 11,034           18,237           29,271           52,892           
Customer Deposits --               46,686           46,686           44,696           
Accrued Interest Payable 575               22,293           22,868           19,005           
Noncurrent Liabilities

Due Within One Year
Accumulated Vacation Leave Payable 4,357             4,106             8,463             5,426             
Bonds Payable --               6,000             6,000             6,000             
Certificates of Obligations 25,000           20,000           45,000           40,000           
Loans Payable 14,671           --               14,671           14,005           

Due in More Than One Year
Bonds Payable --               140,000         140,000         146,000         
Certificates of Obligations --               1,645,000       1,645,000       1,690,000       
Loans Payable 14,222           --               14,222           28,893           

Total Liabilities 69,859           1,902,322       1,972,181       2,046,917       

Net Assets
Invested in Capital Assets, Net of Related Debt 657,564         1,107,733       1,765,297       1,891,218       
Restricted For:

Debt Service 62,999           278,225         341,224         322,262         
Unrestricted 724,527         74,251           798,778         662,724         

Total Net Assets 1,445,090$     1,460,209$     2,905,299$     2,876,204$     

The accompanying notes are an integral part of these financial statements.
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Component Units
Totals

2017 2016

274,474$        285,869$        

12,574           9,731
--               --               
--               --               
--               --               

49,928           49,928
--               --               
--               --               

336,976         345,528         

--               --               
--               --               
--               --               

--               --               
--               --               
--               --               
--               --               

--               --               
--               --               
--               --               

--               --               

49,928           49,928

--               --               
287,048         295,600

336,976$        345,528$        

The accompanying notes are an integral part of these financial statements.

- 8 -



CITY OF TIOGA, TEXAS
STATEMENT OF ACTIVITIES

For the Year Ended September 30, 2017
(With Comparative Totals for September 30, 2016)

Program Revenues
Operating Capital

Charges for Grants and Grants and
Expenses Services Contributions Contributions

Function/Program Activities

Primary Government
Governmental Activities

General Government 131,525$       17,526$         --  $            15,923$         
Public Works 141,815         --                --                --                
Public Safety 228,251         --                9,281             --                
Municipal Court 27,847           50,461           --                --                
Interest on Long-Term Debt 3,777             --                --                --                

Total Governmental Activities 533,215         67,987           9,281             15,923           

Business-type Activities
Water and Sewer 574,329         583,810         --                61,225           

Total Business-type Activities 574,329         583,810         --                61,225           

Total Primary Government 1,107,544$    651,797$       9,281$           77,148$         

Component Units
Industrial Development 59,863$         --  $            --  $            --  $            
Economic Development 11,246           --                --                --                

Total Component Units 71,109$         --  $            --  $            --  $            

General Revenues
Property Taxes
Penalties and Interest
Franchise Taxes
Sales & Hotel Taxes
Interest Income
Other

Transfers

Total General Revenues and Transfers

Change in Net Assets

Net Assets - Beginning

Net Assets - Ending

The accompanying notes are an integral part of these financial statements.
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Net (Expenses)/Revenue and Changes in Net Assets
Primary Government Component Units

Governmental Business-type Totals Totals
Activities Activities 2017 2016 2017 2016

(98,076)$        --  $            (98,076)$        (86,694)$        --  $            --  $            
(141,815)        --                (141,815)        (69,597)          --                --                
(218,970)        --                (218,970)        (217,620)        --                --                

22,614           --                22,614           34,468           --                --                
(3,777)            --                (3,777)            (3,675)            --                --                

(440,024)        --                (440,024)        (343,118)        --                --                

--                70,706           70,706           194,495         --                --                

--                70,706           70,706           194,495         --                --                

(440,024)$      70,706$         (369,318)$      (148,623)$      --  $            --  $            

--  $            --  $            --  $            --  $            (59,863)$        --  $            
--                --                --                --                (11,246)          (12,491)
--  $            --  $            --  $            --  $            (71,109)$        (12,491)$        

283,906$       --  $            283,906$       248,712$       --  $            --  $            
4,776             --                4,776             5,091             --                --                

28,186           --                28,186           28,041           --                --                
61,915           --                61,915           58,971           61,915           58,971           

4,262             622                4,884             5,087             492                474                
12,686           2,060             14,746           36,223           --                --                

--                --                --                --                150                --                

395,731         2,682             398,413         382,125         62,557           59,445           

(44,293)          73,388           29,095           233,502         (8,552)            46,954           

1,489,383      1,386,821      2,876,204      2,642,702      345,528         298,574         

1,445,090$    1,460,209$    2,905,299$    2,876,204$    336,976$       345,528$       

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
BALANCE SHEET

Governmental Funds
September 30, 2017

(With Comparative Totals for September 30, 2016)

Debt Totals
General Service 2017 2016

Assets
Cash and Cash Equivalents 718,079$     --  $         718,079$       715,443$       
Receivables:

Sales Taxes 12,574         --             12,574           9,731
Property Taxes 9,841           --             9,841             10,695

Restricted Cash and Cash Equivalents 34,482         28,516         62,998           86,244
Total Assets 774,976$     28,516$       803,492$       822,113$       

Liabilities and Fund Balances
Liabilities

Accounts Payable and Accrued Expenses 11,034$       --  $         11,034$         38,127$         
Deferred Revenue 10,477         --             10,477           10,695

Total Liabilities 21,511         --             21,511           48,822           

Fund Balances
Reserved For:

Debt Service --             28,516         28,516 50,503
Unreserved 753,465       --             753,465 722,788

Total Fund Balances 753,465       28,516         781,981         773,291         

Total Liabilities and Fund Balances 774,976$     28,516$       803,492$       822,113$       

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
Reconciliation of  the Governmental Funds Balance Sheet

to Statement of Net Assets
For the Year Ended September 30, 2017

(With Comparative Totals for September 30, 2016)

2017 2016

Total Fund Balance - Total Governmental Funds 781,981$     773,291$     

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

Capital assets used in governmental activities are not current financial resources 711,457       795,970       
and, therefore, are not reported in the governmental funds balance sheet.

Other long-term assets are not available to pay for current period expenditures 10,477         10,695         
and, therefore, are deferred in the funds.

Interest payable on long-term debt does not require current financial resources. (575)             (1,035)          
Therefore, interest payable is not reported as a liability in governmental funds balance
sheet.

Long-term liabilities are not due and payable in the current period and, therefore,
they are not reported in the governmental funds balance sheet.

Certificates of Obligation (25,000)        (45,000)        
Loans Payable (28,893)        (42,897)        
Compensated Absences (4,357)          (1,641)          

Net Assets of Governmental Activities 1,445,090$  1,489,383$  

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

Governmental Funds
Year Ended September 30, 2017

(With Comparative Totals for the Year Ending September 30, 2016)

Debt
General Service Totals

Fund Fund 2017 2016
Revenues

Property Taxes 284,761$     --  $         284,761$     248,894$      
Penalties and Interest 4,776           --             4,776           5,091
Franchise Taxes 28,186         --             28,186         28,041
Sales & Hotel Taxes 61,915         --             61,915         58,971
Permits and Fees 17,526         --             17,526         14,051
Municipal Court Fines 50,461         --             50,461         56,344
Fire Department Contract 8,645           --             8,645           8,359
Interest Income 4,169           93                4,262           3,881
Miscellaneous 12,686         --             12,686         33,760
Grant Revenue 15,923         --             15,923         1,531

Total Revenues 489,048       93                489,141       458,923        

Expenditures
Current Operations:

General Government 102,724       --             102,724       73,378          
Public Works 127,092       --             127,092       59,096
Public Safety 178,053       --             178,053       177,840
Municipal Court 27,670         --             27,670         21,915

Capital Outlay 6,670           --             6,670           88,204
Debt Service:

Principal 14,005         20,000         34,005         27,341
Interest 2,157           2,080           4,237           4,134

Total Expenditures 458,371       22,080         480,451       451,908        
Excess (Deficiency) of Revenues

over Expenditures 30,677         (21,987)        8,690           7,015            

Other Financing Sources (Uses)
Loans Payable --             --             --             27,119          
Net Operating Transfers (to)/from Other Funds --             --             --             14,000

Total Other Financing Sources (Uses) --             --             --             41,119          

Net Change in Fund Balances 30,677         (21,987)        8,690           48,134          

Fund Balance - Beginning 722,788       50,503         773,291       725,157

Fund Balance - Ending 753,465$     28,516$       781,981$     773,291$      

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
Reconciliation of the Statement of Revenues, Expenditures,

and Changes in Fund Balance of Governmental Funds
to the Statement of Activities

For the Year Ended September 30, 2017
(With Comparative Totals for the Year Ending September 30, 2016)

2017 2016

Net Change in Fund Balances - Total Governmental Funds 8,690$         48,134$       

Governmental funds report capital outlays as expenditures.  However, in the statement
of activities the cost of those assets is allocated over their estimated useful lives and
reported as depreciation expense.  This is the amount by which capital outlays
($6,670) exceeded depreciation ($91,183) in the current period. (84,514)        431              

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. (218)             (987)             

The issuance of long-term debt provides current financial resources to governmental
funds, while the repayment of the principal of long-term debt consume the current
financial resources of govermental funds.  Neither transaction, however, has any
effect on net assets.  This amount is the net effect of these differences in the 
treatment of long-term debt and related items.  The details of this amount are as 
follows:

Debt Issued --          (27,119)    
Principal Repayments 34,005      27,341

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. (2,256)          1,539           

Change in Net Assets of Governmental Activities (44,293)$      49,339$       

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
Governmental Funds

Year Ended September 30, 2017

Variance With
Final Budget

Original Final Positive
Budget Budget Actual (Negative)

Revenues
Property Taxes 275,000$       275,000$       284,761$       9,761$            
Penalties and Interest 3,000             3,000             4,776             1,776              
Franchise Taxes 26,000           26,000           28,186           2,186              
Sales & Hotel Taxes 55,000           55,000           61,915           6,915              
Permits and Fees 10,000           10,000           17,526           7,526              
Municipal Court Fines 41,200           41,200           50,461           9,261              
Fire Department Contract 8,172             8,172             8,645             473                 
Interest Income 3,000             3,000             4,262             1,262              
Miscellaneous 5,000             5,000             12,686           7,686              
Grant Revenue --                --                15,923           15,923            

Total Revenues 426,372         426,372         489,141         62,769            

Expenditures
Current Operations:

General Government 105,641         105,641         102,724         2,917              
Public Works 162,890         162,890         127,092         35,798            
Public Safety 226,531         226,531         178,053         48,478            
Municipal Court 29,697           29,697           27,670           2,027              

Capital Outlay --                --                6,670             (6,670)             
Debt Service: --                --                

Principal 34,000           34,000           34,005           (5)                    
Interest 4,400             4,400             4,237             163                 

Total Expenditures 563,159         563,159         480,451         82,708            
Excess (Deficiency) of Revenues

over Expenditures (136,787)        (136,787)        8,690             145,477          

Other Financing Sources (Uses)
Loans Payable --                --                --                --                 
Net Operating Transfers (to)/from Other Funds --                --                --                --                 

Total Other Financing Sources (Uses) --                --                --                --                 

Net Change in Fund Balances (136,787)$      (136,787)$      8,690             145,477$        

Fund Balance - Beginning 773,291         

Fund Balance - Ending 781,981$       

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF NET ASSETS

Proprietary Funds
September 30, 2017

(With Comparative Totals for September 30, 2016)

2017 2016
Assets

Current Assets
Cash and Cash Equivalents 1,250,722$    1,191,541$    
Accounts Receivable 39,221           36,608           

Total Current Assets 1,289,943      1,228,149      

Noncurrent Assets
Restricted Cash and Cash Equivalents 278,225         236,017         
Capital Assets

Land 5,564             5,564             
Water Distribution System, Net 929,331         965,161         
Sewer System, Net 685,474         737,588         
Vehicles and Equipment, Net 16,392           22,623           
Construction in Progress 72,276           23,431           

Bond Issue Costs, Net 85,326           86,504           

Total Noncurrent Assets 2,072,588      2,076,888      

Total Assets 3,362,531      3,305,037      

Liabilities
Current Liabilities

Accounts Payable and Accrued Expenses 18,237           14,765           

Customer Deposits 46,686           44,696           

Total Current Liabilities 64,923           59,461           

Current Liabilities Payable From
Restricted Assets

Accrued Interest Payable 22,293           17,970           
Bonds Payable - Current Portion 6,000             6,000             
Certificates of Obligation - Current Portion 20,000           20,000           

Total Current Liabilities Payable From
Restricted Assets 48,293           43,970           

Noncurrent Liabilities
Accumulated Vacation Leave Payable 4,106             3,785             

Long Term Liabilities - Net of Current 1,785,000      1,811,000      

Total Noncurrent Liabilities 1,789,106      1,814,785      

Total Liabilities 1,902,322      1,918,216      

Net Assets
Invested in Capital Assets, Net of Related Debt 1,107,733      1,053,871      
Restricted For:

Debt Service 278,225         236,017         

Unrestricted 74,251           96,933           
Total Net Assets 1,460,209$    1,386,821$    

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF REVENUES, EXPENSES,

AND CHANGES IN NET ASSETS
Proprietary Funds

Year Ended September 30, 2017
(With Comparative Totals for the Years Ending September 30, 2016)

2017 2016
Operating Revenues

Utility Charges 567,881$       534,826$       

Operating Expenses
Personnel Expenses 175,825         186,526         
Trash Collection 88,098           87,765           
State Fees and Permits 5,110             3,160             
Materials and Supplies 23,985           24,240           
Office Supplies and Postage 9,801             8,229             
Repairs and Maintenance 4,671             12,829           
Vehicle and Backhoe Expenses 6,664             5,616             
Utilities and Telephone 58,077           49,360           
Water Samples and Testing 8,258             7,476             
Insurance 10,634           10,464           
Professional Fees 13,613           5,927             
Other Expenses 1,522             768                
Depreciation and Amortization 113,574         113,192         

Total Operating Expenses 519,832         515,552         

Operating Income (Loss) 48,049           19,274           

Nonoperating Revenues (Expenses)
Tap Fees 18,000           26,000           
Grant Revenue 61,225           183,420         
Interest Income 622                1,205             
Interest Expense (54,508)          (31,736)          

Total Nonoperating Revenues (Expenses) 25,339           178,889         

Income (Loss) Before Contributions and Transfers 73,388           198,163         
Capital Contributions --                --                
Transfers In/(Out) --                (14,000)          

Change In Net Assets 73,388           184,163         

Total Net Assets - Beginning 1,386,821      1,202,658      

Total Net Assets - Ending 1,460,209$    1,386,821$    

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF CASH FLOWS

Proprietary Funds
Year Ended September 30, 2017

(With Comparative Totals for the Years Ending September 30, 2016)

2017 2016

Cash Flows from Operating Activities
Receipts From Customers 585,258$       568,041$       
Payments to Suppliers (226,961)        (215,884)        
Payments to Employees (175,504)        (187,407)        

Net Cash Provided (Used) by Operating Activities 182,793         164,750         

Cash Flows from Non-Capital Financing Activities
Transfers to Other Funds --                (14,000)          

Net Cash Provided (Used) by Non-Capital Financing Activities --                (14,000)          

Cash Flows from Capital and Related Financing Activities
Acquisition of Fixed Assets (67,067)          (283,102)        
Grant Revenues 61,225           183,420         
Bond Proceeds (net of issuance costs $69,558) --                1,180,442      
Principal Payments on Debt (26,000)          (26,000)          
Interest Payments on Debt (50,184)          (27,736)          

Net Cash Provided (Used) by Capital and Related Financing Activities (82,026)          1,027,024      

Cash Flows from Investing Activities
   Interest Income 622                1,205             
Net Cash Provided by Investing Activities 622                1,205             

Net Increase in Cash and Cash Equivalents 101,389         1,178,979      

Cash and Cash Equivalents - Beginning 1,427,558      248,579         

Cash and Cash Equivalents - Ending 1,528,947$    1,427,558$    

Reconciliation of Operating Income/(Loss) to Net Cash Provided
by Operating Activities:

Operating Income/(Loss) 48,049$         19,274$         
Adjustments to Reconcile Operating Income (Loss) to

Net Cash Provided (Used) by Operating Activities:
Depreciation and Amortization 113,574         113,192         
Tap Fees 18,000           26,000           
Change in Assets and Liabilites:

Accounts Receivable (2,613)            3,915             
Accounts Payable and Accrued Expenses 3,472             (50)                 
Customer Deposits 1,990             3,300             
Accrued Vacation Leave Payable 321                (881)               

Total Adjustments 134,744         145,476         
Net Cash Provided (Used) by Operating Activities 182,793$       164,750$       

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF FIDUCIARY NET ASSETS

Fiduciary Funds
September 30, 2017

Private
Purpose

Trust
Assets

Current Assets
Cash and Cash Equivalents 23,203$           

Total Current Assets 23,203             

Total Assets 23,203             

Liabilities --                  

Net Assets
Restricted For:

Cemetery Maintenance 23,203             
Unrestricted --                  

Total Net Assets 23,203$           

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

Fiduciary Funds
Year Ended September 30, 2017

Private
Purpose

Trust
Additions

Interest 70$                  

Total Additions 70                    

Deductions
Cemetery Maintenance 70                    

Total Deductions 70                    

Change In Net Assets --                  

Total Net Assets - Beginning 23,203             

Total Net Assets - Ending 23,203$           

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF NET ASSETS

Component Units
September 30, 2017

Industrial Economic
Development Development

Assets
Current Assets

Cash and Cash Equivalents 187,401$     87,073$       
Sales Tax Receivable 6,287           6,287           

Total Current Assets 193,688       93,360         

Capital Assets
Land and Land Improvements --             49,928         

Total Assets 193,688       143,288       

Liabilities
Long-Term Liabilities

Current --             --             
Non-Current --             --             

Total Liabilities --             --             

Net Assets
Invested in Capital Assets, Net of Related Debt --             49,928         
Unrestricted 193,688       93,360         

Total Net Assets 193,688$     143,288$     

The accompanying notes are an integral part of these financial statements.
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CITY OF TIOGA, TEXAS
STATEMENT OF ACTIVITIES

Component Units
For the Year Ended September 30, 2017

Program Revenues Net (Expenses)/Revenues and Changes in Net Assets
Operating Capital Component Units

Charges for Grants and Grants and Industrial Economic
Expenses Services Contributions Contributions Development Development Total

Function/Program Activities

Component Units
Industrial Development 59,863$         --  $            --  $            --  $            (59,863)$        --  $            (59,863)$        
Economic Development 11,246           --                --                --                --                (11,246)          (11,246)          

Total Component Units 71,109$         --  $            --  $            --  $            (59,863)$        (11,246)$        (71,109)$        

General Revenues
Sales Taxes 30,957$         30,957$         61,914$         
Interest Income 471                22                  493                
Other Income 150                --                150                

Total General Revenues 31,578           30,979           62,557           

Change in Net Assets (28,285)          19,733           (8,552)            

Net Assets - Beginning 221,973         123,555         345,528         

Net Assets - Ending 193,688$       143,288$       336,976$       

The accompanying notes are an integral part of these financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
The City of Tioga, Texas, (the “City”) was incorporated in 1906.  The City is a municipal corporation governed by an elected 
mayor and five-member council and provides such services as authorized by its charter to advance the welfare, health, comfort, 
safety and convenience of the City and its inhabitants. 
 
The accompanying financial statements of the City have been prepared in conformity with generally accepted accounting 
principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards Board (GASB) is the accepted 
standard-setting body for establishing governmental accounting and financial reporting principles. Private-sector standards of 
accounting and financial reporting issued prior to December 1, 1989, generally are followed in both the government-wide and 
proprietary fund financial statements to the extent that those standards do not conflict with or contradict guidance of the 
Governmental Accounting Standards Board.  Governments also have the option of following subsequent private-sector guidance 
for their business-type activities and enterprise funds, subject to this same limitation.  The City has not elected to follow 
subsequent private-sector guidance.  The more significant accounting and reporting policies and practices used by the City are 
described below. 
 
Financial Statement Presentation 
The basic financial statements are prepared in conformity with GASB Statement No. 34 (“GASB 34”) which requires the 
government-wide financial statements to be prepared using the accrual basis of accounting and the economic resources 
measurement focus.  Government-wide financial statements do not provide information by fund, but distinguish between the 
City’s governmental activities and activities of its discretely presented component units on the statement of net assets and 
statement of activities.  Significantly, the City’s statement of net assets includes both noncurrent assets and noncurrent liabilities 
of the City.  In addition, the government-wide statement of activities reflects depreciation expenses on the City’s fixed assets, 
including infrastructure. 
 
In addition to the government-wide financial statements, the City has prepared fund financial statements, which continue to use 
the modified accrual basis of accounting and the current financial resources measurement focus.  The accrual basis of accounting 
is utilized by proprietary fund types.  Under this method, revenues are recorded when earned and expenses are recorded at the 
time liabilities are incurred.  Accordingly, the accounting and financial reporting of the City’s General Fund and Debt Services 
Fund are similar to that previously presented in the City’s financial statements, although the format of financial statements has 
been modified by GASB 34. 
 
GASB 34 also requires supplementary information, Management’s Discussion and Analysis, which includes an analytical 
overview of the City’s financial activities.  In addition, a budgetary comparison statement is presented that compares the adopted 
and modified General Fund budget with actual results. 
 
Reporting Entity 
As required by generally accepted accounting principles, these financial statements present the City (the primary government) 
and its component units, entities for which the government is considered to be financially accountable.  Blended component units, 
although legally separate entities are, in substance, part of the City’s operations and so data from these units are combined with 
data of the primary government.  A discretely presented component unit is reported in a separate column in the combined financial 
statements to emphasize that it is legally separate from the City. 
 
The Tioga Volunteer Fire Department is not included within the reporting entity of the City.  The City provides some funding to 
the organization, maintains title and insurance on equipment, and provides insurance coverage.  All of these expenditures are 
recorded as a separate function in the General Fund of the City.  This organization is outside the reporting entity of the City as 
the City does not appoint management and has no fiscal control over the funds of the Tioga Volunteer Fire Department. 
 
The Tioga Cemetery Association (Cemetery Association) is involved with the Roark Memorial Trust (Trust), which has been 
created for the perpetual care and maintenance of the Tioga Cemetery.  The Co-Trustees of the Trust are the Mayor of the City 
and the President of Point Bank (or its successors).  Since the Mayor has been named as a Co-Trustee, the accounting transactions 
of the Trust have been included in the City’s financial statements. According to an agreement between the City and the Cemetery 
Association dated November 18, 1976, the Cemetery Association is responsible for administering the interest proceeds for the 
care and maintenance of the cemetery.  The agreement also requires the Cemetery Association to submit an annual accounting of 
the transactions to the City. 
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The transactions of the Tioga Economic Development Corporation (TEDCO) and the Tioga Industrial Development Corporation 
(TIDCO) are included in these financial statements as discretely presented component units of the primary government.  The City 
Council is responsible for appointing board members to both of the Corporations and has overall fiscal responsibility for the 
Corporations.  The Corporations were formed after the citizens approved the 4A and 4B sales taxes.  The proceeds from the 4A 
sales tax are to be used for the industrial development of the City and the proceeds from the 4B sales tax are to be used for the 
community and economic development of the City. 
 
The financial statements are formatted to allow the user to clearly distinguish between primary government and it’s discretely 
presented component units. 
 
Government-Wide Financial Statements 
The government-wide financial statements (i.e., the statement of net assets and the statement of activities) report information on 
all of the non-fiduciary activities of the reporting entity.  These statements are designed to provide readers with a broad overview 
of the City’s finances in a manner similar to a private-sector business.  The effect of interfund activity has been removed from 
these statements.  Governmental activities which are partially supported by taxes and intergovernmental revenues are reported 
separately from business-type activities, which rely to a significant extent on fees and charges for support.  Likewise, the primary 
government is reported separately from the legally separate component unit for which the primary government is financially 
accountable. 
 
The statement of net assets present information on all of the City’s assets and liabilities, with the difference between the two 
reported as “net assets.”  Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial 
position of the City is improving or deteriorating. 
 
The statement of activities presents information showing how the City’s net assets changed during the fiscal year.  This statement 
also demonstrates the degree to which the direct expenses of a given activity are offset by program revenues.  Direct expenses 
are those that are clearly identifiable with a specific function or activity.  Program revenues include (1) charges to customers or 
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or activity and 
(2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function.  Taxes 
and other items not properly included among program revenues are reported instead as general revenues. 
 
Fund Financial Statements 
Fund financial statements are provided for governmental funds and proprietary funds.  Major individual governmental funds and 
major individual enterprise funds are reported as separate columns in the fund financial statements.  All non-major funds are 
aggregated and presented in a single column.  A fund is a grouping of related accounts that is used to maintain control over 
resources that have been segregated for specific activities or objectives.  The City, like other local governments, uses fund 
accounting to aid financial management and demonstrate legal compliance. 
 
Governmental funds are used to account for essentially the same functions reported as governmental activities in the government-
wide financial statements.  However, unlike the government-wide financial statements, governmental fund financial statements 
focus on near-term inflows and outflows of spendable resources, as well as balances of spendable resources available at the end 
of the fiscal year.  Such information may be useful in evaluating a government’s near-term financing requirements. 
 
The City maintains two governmental funds.  Information is presented separately in the governmental fund balance sheet and in 
the governmental fund statement of revenues, expenditures and changes in fund balances for the General Fund and the Debt 
Service fund, both are treated as major funds since these are the only governmental funds the City maintains.  A budgetary 
comparison statement has also been provided for the General fund. 
 
Proprietary funds are maintained for enterprise and internal service operations of the City.  Enterprise funds are used to report 
the same functions presented as business-type activities in the government-wide financial statements.  The Water and Sewer fund 
is the only enterprise fund the City maintains. 
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Basis of Accounting and Measurement Focus 
The government-wide financial statements are reported using the economic resources measurement focus and the accrual basis 
of accounting, as are the proprietary fund statements.  Revenues are recorded when earned and expenses are recorded when a 
liability is incurred, regardless of the timing of related cash flows.  Property taxes are recognized as revenues in the year for 
which they are levied.  Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met.  With the economic resource measurement focus, all assets and liabilities (whether current or noncurrent) 
are reported on the statement of net assets. 
 
Governmental fund financial statements are reported using the current financial resources measurement focus and the modified 
accrual basis of accounting.  Revenues are recognized as soon as they are both measurable and available.  “Measurable” means 
the amount of the transaction can be determined and “available” means collectively within the current period or soon enough 
thereafter to be used to pay liabilities of the current period.  For this purpose, the City considers revenues to be available if they 
are collected within 60 days of the fiscal year-end except investment income which is recorded as earned.  Expenditures are 
generally recorded when a liability is incurred, as under accrual accounting.  However, accrued interest on long-term debt, as 
well as expenditures related compensated absences, are recorded only when the payment is due. 
 
The revenues susceptible to accrual in governmental funds are ad valorem franchise taxes, sales taxes, interest earned, certain 
charges for services and intergovernmental revenues, if such revenues are both measurable and available as previously defined. 
Licenses and permits and municipal court fines are recognized when payment is received.  The deferred revenues account is 
utilized in governmental funds to record earned amounts which are unavailable to liquidate liabilities of the current period (i.e., 
not collectible within 60 days). 
 
Proprietary funds distinguish operating revenues and expenses from nonoperating items.  Operating revenues and expenses 
generally result from providing services and producing and delivering goods in connection with a proprietary fund’s principal 
ongoing operations.  The principal operating revenues of the City’s water and sewer fund are charges to customers for sales and 
services.  Operating expenses for the enterprise funds include the cost of sales and services, administrative expenses and 
depreciation on capital assets.  All revenues and expenses that do not meet this definition are reported as nonoperating revenues 
and expenses. 
 
The City reports the following governmental funds: 

 The General Fund is the primary operating fund of the City.  It is used to account for all financial resources except those 
required to be accounted for in another fund. 

 
 The Debt Service Fund accounts for the accumulation of resources for, and the payment of general long-term debt principal 

and interest.   
 
The City reports the following proprietary fund: 
 The Water and Sewer Enterprise Fund is used to account for the rendering of water and sewer services to the residents and 

businesses of the City.  All activities necessary to provide such services are accounted for in this fund, including 
administration, operation, maintenance, debt service, and billing and collecting. 

 
Encumbrances 
The City does not utilize an encumbrance accounting system; therefore, encumbrances have not been recorded in these financial 
statements.   At year end, a review disclosed no material commitments that required disclosure as encumbrances. 
 
Cash and Cash Equivalents 
Cash and cash equivalents include cash on hand, demand deposits, cash with fiscal agent and short-term investments with original 
maturities of one year or less from the date of acquisition. 
 
Capital Assets and Depreciation 
Capital assets, which include land, buildings, infrastructure, improvements, equipment and construction in progress, are reported 
in the applicable governmental or business-type activities columns in the government-wide financial statements and in the fund 
financial statements for proprietary funds.  All capital assets are recorded at historical cost or estimated historical cost. Donated 
capital assets are valued at their fair value on the date donated.  Repairs and maintenance are recorded as expenses.  The cost of 
normal maintenance and repairs that do not add to the value of the asset or materially extend asset lives are not capitalized.  
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Interest has not been capitalized for business-type activity assets during construction period as such amounts are not material. 
 
Assets capitalized have an original cost of $500 or more and a useful life of at least two years.  Depreciation has been calculated 
on each class of depreciable property using the straight-line method.  Estimated useful lives are as follows: 
 

Buildings 25 to 50 years
Infrastructure/Improvements 15 to 50 years
Equipment   5 to 20 years

 
Bond Issuance Costs 
In governmental fund types, bond issuance costs are recognized in the current period.  For proprietary fund type, bond issuance 
costs are amortized over the term of the bonds using the straight-line method. 
 
Accumulated Vacation and Sick Leave 
City employees are granted vacation and sick leave in varying amounts.  Upon termination, an employee is reimbursed for 
accumulated vacation.  Accumulated vacation is accrued when incurred in the government-wide and proprietary fund financial 
statements.  A liability for these amounts is reported in governmental funds only if they have matured, for example, as a result of 
employee resignations and retirements in accordance with GASB Interpretation No. 6. 
 
Long-Term Debt 
General Obligation Bonds issued for general government capital projects that are to be repaid from tax revenues of the City are 
recorded in the government-wide statement of net assets.  Revenue Bonds issued for Proprietary Fund assets that are to be repaid 
by the Proprietary Fund are recorded in the Proprietary Fund. 
 
Revenue Bonds have been issued to fund capital projects of Proprietary Funds.  Such bonds are to be repaid from the net revenues 
of the Proprietary Fund.  To date, Revenue Bonds have been issued for water and sewage purposes. 
 
Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the effective 
interest method in the government-wide financial statements.  Bonds payable are reported net of the applicable bond premium or 
discount.  Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.  In the fund 
financial statements, issuance costs, as well as bond premiums and discounts, are recognized when incurred. 
 
Property Tax Revenues 
The City’s ad valorem property tax is levied each October 1st on the assessed value listed as of the prior January 1st for all real 
and business personal property located in the City.  Certain properties of religious, educational and charitable organizations, as 
well as the Federal government and the State of Texas, are exempt from taxation.  The assessed value of the certified roll (after 
exemptions), upon which the levy for the 2016-2017 fiscal year was based, was $46,624,778. 
 
The tax rate assessed for the year ended September 30, 2017, to finance general fund operations was $0.5409920 per $100 
valuation. 
 
Taxes are due on October 1st and become delinquent by February 1st following the October 1st levy date.  Delinquent real property 
taxes are expected to be collected as the delinquent amounts form a lien against the related property until paid. 
 
Budget 
The budget for 2016-2017 was formally adopted by the City Council at an advertised public meeting on September 12, 2016.  If 
needed, the budget is amended by the City Council. 
 
Interfund Transactions 
Numerous interfund transactions occur during the fiscal year because the City primarily utilizes one operating account for its 
financial transactions (pooled cash system).  These transactions are short-term; therefore, no interfund receivables and payables 
are recorded at September 30, 2017. 
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Implementation of New Accounting Principles 
In fiscal year ending September 30, 2004, the City implemented GASB Statement No. 34, Basic Financial Statements – 
Management’s Discussion and Analysis – for State and Local Governments, GASB Statement No. 37, Basic Financial Statements 
– and Management’s Discussion and Analysis – for State and Local Governments: Omnibus – an Amendment of GASB Statements 
No. 21 and No. 34, and GASB Statement No. 38, Certain Financial Statement Note Disclosures. 
 
GASB 34 creates new basic financial statements for reporting the City’s financial activities.  The financial statements now include 
government-wide financial statements prepared on an accrual basis of accounting and fund financial statements that present 
information for individual major funds rather than by fund type.  Non-major funds are presented in one column. 
 
 
NOTE B – CASH AND INVESTMENTS 
 
Deposits 
The City’s deposits are primarily covered by Federal Depository Insurance Corporation (FDIC) insurance.  The City entered into 
a depository agreement with Texas Star Bank.  This agreement contains provisions to adequately collateralize deposits in 
compliance with state law. 
 
As of September 30, 2017, the carrying amount of the City’s deposits was $1,324,486 and the combined bank balances were 
$1,495,391.  Of the combined bank balances, FDIC covered deposits of $385,247 and deposits of $1,110,145 were collateralized 
by pledged securities held by the depository bank (Category 2). 
 
The City’s cash held at financial institutions can be categorized according to three levels of risk.  These three levels of risk are as 
follows: 

Category 1 – Deposits which are insured or collateralized with securities held by the City or by its agent in the 
City’s name. 

Category 2 – Deposits that are collateralized with securities held by the pledging financial institution’s trust 
department or agent in the City’s name. 

Category 3 – Deposits which are not collateralized or insured. 
 
Based on these categories the City’s deposits are category 2. 
 
Restricted Cash 
The Debt Service Fund and the Enterprise Fund must restrict cash for bond requirements in accordance with their respective bond 
ordinances.  The ordinances require an interest and sinking account for the accumulation of revenues to pay the next maturing 
interest and principal installments.  A reserve account has been established in accordance with the debt ordinances.  The specific 
requirements are as follows: 

Debt
Service Enterprise
Fund Fund

Interest and Sinking Requirement 26,150$         66,699$         
Reserve Requirement --                12,912           

Total Required 26,150           79,611           
Actual Amounts Reserved 28,516           233,526         
Excess/(Under) Reserves 2,366$           153,916$       

 
Investments 
Statutes authorize the City to invest in obligations of the U.S. Treasury or the State of Texas, certain U.S. Agencies, certificates 
of deposit, money market savings accounts, certain municipal securities, repurchase agreements, common trust funds and other 
investments specifically allowed by Chapter 2256 Public Funds Investment and Chapter 2257 Collateral for Public Funds of the 
Government Code. 
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To comply with the reporting requirements of GASB Statement No. 3, Investments (including Repurchase Agreements), and 
Reverse Purchase Agreements, the City’s investments are classified under three categories to indicate the credit risk assumed by 
the City at September 30, 2017.  Credit risk is the risk that another party to a deposit or investment transaction will not fulfill its 
obligations.  This is not to be confused with market risk, which is the risk that the market value of an investment, collateral 
protecting a deposit or securities underlying a repurchase agreement will decline.  Market risk is not disclosed in this note. 
 
Similar to cash deposits, investments can be categorized according to three levels of risk: 
 

Category 1 - Investments that are insured, registered or held by the City or by its agent in the City’s name. 
Category 2 - Investments that are uninsured and unregistered held by the counterparty’s trust department or agent in 

the City’s name. 
Category 3 - Uninsured and unregistered investments held by the counterparty, its trust or its agent, but not in the 

City’s name. 
 
As of September 30, 2017, the City did not hold any investments that would need to be categorized in one of the above categories. 
 
 
NOTE C - BOND ISSUANCE COSTS 
 
The Enterprise Fund incurred bond issuance costs related to several bond issues.  The following table summarizes the amortization 
activity in the Enterprise Fund as of September 30, 2017: 
 

Series Series Series
1993 2000A 2016 Totals

Issuance Costs 6,093$         30,763$       69,558$       106,414$     
Accumulated Amortization 3,656           17,432         --             21,088         
Net Bond Issuance Costs 2,437$         13,331$       69,558$       85,326$       

Bond Life (Years) 40                30                27                
Yearly Amortization Expense 152$            1,025$         2,576$         3,754$         

 
 
NOTE D - PROPERTY AND EQUIPMENT 
 
The following is a summary of the changes in capital assets for the year ended September 30, 2017: 
 

Balance at Balance at
9/30/2016 Additions Retirements 9/30/2017

Governmental Activities
Capital Assets not Being Depreciated

Land & Improvements 213,322$       --  $            --  $            213,322$       
Capital Assets Being Depreciated

Buildings & Improvements 211,404         --                --                211,404         
Vehicles and Equipment 611,629         --                6,242             605,387         
Public Safety Equipment 123,887         2,800             --                126,687         
Furniture and Office Equipment 27,518           3,870             --                31,388           
Infrastructure 359,772         --                --                359,772         

Total Capital Assets 1,547,532      6,670             6,242             1,547,960      
Accumulated Depreciation 751,563         91,183           6,242             836,504         
Net Capital Assets 795,969$       (84,513)$        --  $            711,456$       
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Balance at Balance at
9/30/2016 Additions Retirements 9/30/2017

Business-Type Activities
Capital Assets not Being Depreciated

Land 5,564$           --  $         --  $         5,564$           
Capital Assets Being Depreciated

Water Distribution System 1,692,047      4,890           --             1,696,937      
Sewer Distribution System 1,853,182      9,562           --             1,862,744      
Vehicles and Equipment 212,311         3,870           --             216,181         
Construction in Progress 23,431           48,845         --             72,276           

Total Capital Assets Being Depreciated 3,780,971      67,167         --             3,848,138      
Accumulated Depreciation 2,032,169      112,496       --             2,144,665      

Total Capital Assets Being Depreciated, net 1,748,802      (45,329)        --             1,703,473      

Business-Type Activities Capital Assets, net 1,754,366$    (45,329)$      --  $         1,709,037$    

Discretely Presented Component Units
Capital Assets not Being Depreciated

Land & Improvements 49,928$         --  $         --  $         49,928$         
Capital Assets Being Depreciated

Buildings & Improvements 1,395             --             --             1,395             
Accumulated Depreciation (1,395)            --             --             (1,395)            

Discretely Presented Component Units
Capital Assets, net 49,928$         --  $         --  $         49,928$         

 
Depreciation expenses were charged to functions/programs of the City as follows: 
 

Governmental Activities Business-type Activities

General Government 28,506$         Water & Sewer 112,496$       
Public Works 13,489           Total 112,496$       
Public Safety 49,188           
Municipal Court --                
Total 91,183$         

 
 
NOTE E - LONG-TERM LIABILITIES 
 
Various types of long-term debt have been issued by the City for the acquisition and construction of major capital facilities and 
equipment.  A summary of long-term debt transactions, including current portion, for the year ended September 30, 2017, is as 
follows: 
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Balance at Balance at Due Within
9/30/2016 Additions Retirements 9/30/2017 One Year

Governmental Activities
Loans and Leases 42,898$       --  $         14,005$       28,893$       7,336$         
Certificates of Obligation 45,000         --             20,000         25,000         20,000         

Totals - Governmental Activities 87,898$       --  $         34,005$       53,893$       27,336$       

Business Type Activities
Bonds Payable 152,000$     --  $         6,000$         146,000$     6,000$         
Certificates of Obligation 1,685,000    --             20,000         1,665,000    20,000         

Totals - Business-Type Activities 1,837,000$  --  $         26,000$       1,811,000$  26,000$       

 
 
The City had the following outstanding bonds at September 30, 2017: 
 

Governmental Activities
On June 18, 1998, the City issued certificates of obligation (Series 1998) of
$300,000 for improving the sewer plant. Principal payments from $10,000

to $25,000 are payable on October 1st through the year 2018 with
semiannual interest payments from 3.3% to 4.6% 25,000$         

Total Governmental Activities 25,000$         

Business-Type Activities
On October 1, 1994, the City issued bonds (Series 1993) of $110,000 for
improving the water distribution system. Principal payments from $1,000

to $6,000 are payable on October 1st through the year 2033 with
semiannual interest payments at 5.125% 73,000$         

On October 1, 1994, the City issued bonds (Series 1993A) of $110,000 for
improving the water distribution system. Principal payments from $1,000

to $6,000 are payable on October 1st through the year 2033 with
semiannual interest payments at 5.125% 73,000           

On December 1, 2000, the City authorized certificates of obligation (Series
2000A) in the amount of $580,000 for construction of a water well, storage
facility and related piping. Principal payments from $5,000 to $40,000 are
payable on October 1st through the year 2031 with semiannual interest
payments from 3.2% to 4.4%.  415,000         

On June 16, 2016, the City authorized certificates of obligation (Series
2016) in the amount of $1,250,000 for construction of a water well, storage
facility and related piping. Principal payments from $20,000 to $85,000
are payable on September 15th through the year 2042 with semiannual
interest payments from 0.17% to 2.13%.  1,250,000      

Total Business-Type Activities 1,811,000$    
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The principal and interest requirements for the long-term debt for the next five fiscal years are as follows: 
 

Fiscal Year Ending Governmental Activities Business-type Activities
September 30, Principal Interest Totals Principal Interest Totals

2018 39,670$     2,642$       42,312$     26,000$      45,423$     71,423$       
2019 6,932         745            7,677         26,000        44,286       70,286         
2020 7,295         382            7,677         51,000        43,121       94,121         
2021 --           --           --           51,000        41,701       92,701         
2022 --           --           --           51,000        40,775       91,775         

2023 - 2027 --           --           --           336,000      206,224     542,224       
2028 - 2032 --           --           --           337,000      112,752     449,752       
2033 - 2037 --           --           --           359,000      61,793       420,793       
2038 - 2042 --           --           --           600,000      21,552       621,552       
2043 - 2047 --           --           --           --             --           --             

Totals 53,897$     3,769$       57,666$     1,837,000$ 617,627$   2,454,627$   
 
NOTE F - CONTINGENCIES 
 
Grants 
The City participates in various federal and state assisted grants, principally for the construction of water system improvements.  
Under the terms of these grants, the City is subject to program compliance audits by the grantor or their representatives.  
Accordingly, the City’s compliance with applicable grant requirements will be established at some future date.  If future program 
compliance audits result in any questioned or disallowed costs, reimbursements would be made to the grantor agencies.  The 
amounts of expenditures that might be disallowed by the grantor agencies cannot be determined at this time; however, management 
believes such amounts, if any, would be immaterial. 
 
 
NOTE G - RETIREMENT PLAN 
 
Plan Description 
The City provides pension benefits for all of its full-time employees who elect to participate through a nontraditional, joint 
contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retirement System (TMRS), an agent 
multiple-employer public employee retirement system. The annual financial report of TMRS and other required disclosure 
information are available by writing the Texas Municipal Retirement System, P.O. Box 149153, Austin, Texas 78714-9153. 
 
Benefits depend upon the sum of the employee’s contributions to the plan, with interest, and the City-financed monetary credits, 
with interest.  At the date the plan began, the City granted monetary credits for service rendered before the plan began or a 
theoretical amount equal to two times what would have been contributed by the employee, with interest, prior to establishment 
of the plan.  Monetary credits for service since the plan began are a percent (100%, 150%, or 200%) of the employee’s 
accumulated contributions.  In addition, the City can grant, as often as annually, another type of monetary credit referred to as an 
updated service credit which is a theoretical amount which, when added to the employee’s accumulated contributions and the 
monetary credits for service since the plan began, would be the total monetary credits and employee contributions accumulated 
with interest if the current employee contribution rate and the City matching percent had always been in existence and if the 
employee’s salary had always been the average of his salary in the last three years that are one year before the effective date.  At 
retirement, the benefit is calculated as if the sum of the employee’s accumulated contributions with interest and the employer-
financed monetary credits with interest were used to purchase an annuity. 
 
The plan provisions are adopted by the City Council within the options available in the state statutes governing TMRS and within 
the actuarial constraints also in the statutes.  The contribution rate for the employees is 5% and the City matching ratio is currently 
1 to 1.  Both of these contribution rates were adopted by the City Council.  Members can retire at ages 60 and above with 5 or 
more years of service or with 25 years of service regardless of age.  A member is vested after 5 years. 
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Contributions 
Under the state law governing TMRS, the actuary annually determines the City contribution rate.  The rate consists of the normal 
cost contribution rate and the prior service contribution rate, both of which are calculated to be a level percent of payroll from 
year to year.  The normal cost contribution rate finances the currently accruing monetary credits due to the City’s matching 
percent, which are the obligation of the City as of an employee’s retirement date, not at the time the employee’s contributions are 
made.  The normal cost contribution rate is the actuarially determined percent of payroll necessary to satisfy the obligation of the 
City to each employee at the time his/her retirement becomes effective.  The prior service contribution rate amortizes the unfunded 
actuarial liability over the remainder of the plan’s 25-year amortization period. The projected unit credit actuarial cost method is 
used for determining the City contribution rate.  Both the employees and the City make contributions monthly.  Since the City 
needs to know its contribution rate in advance for budgetary purposes, there is a one-year delay between the actuarial valuation 
that is the basis for the rate and the calendar year when the rate goes into effect (i.e., December 31, 2016, valuation is effective 
for rates beginning in January 2016). 
 
Schedule of Actuarial Liabilities and Funding Progress 
 

Actuarial Valuation Date 12/31/2016
Actuarial Value of Assets 317,608$     
Actuarial Accrued Liability 293,406$     
Percentage Funded 108.2%
Unfunded Actuarial Accrued Liability (UAAL) (24,202)$      
Annual Covered Payroll 290,806$     
UAAL as Percentage of Covered Payroll -8.3%

Net Pension Obligation (NPO) at the Beginning of Period --             
Annual Pension Cost:

Annual Required Contribution (ARC) 19,164$       
Contributions Made (19,164)        
NPO at End of Period --  $         

 
 
NOTE H - RISK MANAGEMENT 
 
The City 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 City purchases commercial insurance through the Texas Municipal League.  The 
City retains no risk of loss for these coverages.  The City accounts for risk management issues in accordance with GASB Statement 
No. 10, Accounting and Financial Reporting for Risk Financing and Related Insurance Issues. 
 
 
NOTE I - SUBSEQUENT EVENTS 
 
There have been no events after September 30, 2017, that would require adjustments to, or disclosure in, these financial statements. 
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Bond Covenants and Requirements 
The City’s Waterworks System Revenue Bonds, Series 1993, establishes two funds: an interest and sinking fund and a reserve 
fund.  The interest and sinking fund is for the accumulation of resources for the payment of principal and interest in the next 
fiscal year.  The interest and sinking fund has a required balance of $9,741 at September 30, 2017.  The reserve fund is for the 
accumulation of resources for payment of principal and interest if sufficient amounts are not available in the interest and sinking 
fund.  A minimum of $12,912 is to be maintained in the reserve fund.  Moneys required for the interest and sinking fund and the 
reserve fund are in the following accounts: 
 

Balance
Account 9/30/2017

Interest and Sinking Checking 10,088$           

Reserve Account 19,356             
Cash with Fiscal Agent 9,741               

Total 39,185             
Actual Requirements 22,653             
Over/(Under) Reserved 16,532$           

 
 
The City’s Combination Tax and Revenue Certificates of Obligation, Series 1998, establishes one fund: an interest and sinking 
fund.  The interest and sinking fund is used to accumulate any ad valorem taxes and any surplus revenues of the waterworks and 
sewer system, which will be used to pay the principal and interest of these obligations.  At September 30, 2017, the amount 
required in the interest and sinking fund is $26,150.  The City is required to levy ad valorem taxes in an amount sufficient to pay 
the principal and interest as it comes due.  The amount of ad valorem taxes to be levied can be reduced by the amount of surplus 
revenues actually on deposit in the interest and sinking fund at the time the taxes are to be levied.  At September 30, 2017, the 
City has not levied any taxes as sufficient amounts are on deposit in the interest and sinking fund.  Moneys required for the 
interest and sinking fund are in the following accounts: 

Balance
Account 9/30/2017

Interest and Sinking Checking 27,941$           
Cash with Fiscal Agent 575                  

Total 28,516             
Actual Requirements 26,150             
Over/(Under) Reserved 2,366$             

 
Deposit Insurance and Collateral 
The funds required by the bond covenants, as well as other City funds, are insured by $385,247 of federal depository insurance 
and collateralized by the following investments pledged by The Independent Bank.: 
 

FHLMC – Bonds 
Par Value Pledged  $1,000,000 Market Value -- $1,061,554 
 

All City deposits were insured or collateralized at September 30, 2017. 
 
General Obligation Interest and Sinking Fund 
The cash balance of the City’s Debt Service Fund is $28,516 at September 30, 2017.  These moneys are restricted for the payment 
of principal and interest on the City’s Combination Tax and Revenue Certificates of Obligation, 1998 Series. 
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Property Tax Information 
Assessed Valuation – 2016 Tax Roll $40,624,778 
2016 Tax Rate $0.5409920 per $100 Valuation 

 
Collections:  

2016 Taxes $       280,813 
2017 and Prior Years Taxes $           3,948 

 
 
Insurance Policies in Force 
The City has the following insurance coverages in effect at September 30, 2016 
 

Type of Coverage  Coverage Limits  Expiration Date 
General Liability  $1,000,000 per occurrence 

$2,000,000 aggregate 
$0 deductible 

 October 1, 2017 

     
Law Enforcement Liability  $1,000,000 per occurrence 

$2,000,000 aggregate 
$1,000 deductible 

 October 1, 2017 

     
Errors and Omissions Liability  $1,000,000 per occurrence 

$2,000,000 aggregate 
$1,000 deductible 

 October 1, 2017  

     
Automobile Liability  $500,000 per occurrence 

$25,000 medical 
$0 deductible 

 October 1, 2017 

     
Real and Personal Property  $4,453,305 

$500 deductible 
 October 1, 2017 

     
Mobile Equipment  $130,176 

$500 deductible 
 October 1, 2017 

     
Worker’s Compensation    October 1, 2017 

 
 
 
Number of Customers 

Waterworks System 520 
Sewer System 447 

 
 
Water Accountability 

Gallons Pumped         41,299,800 
Gallons Sold      (36,044,402) 
Estimate City Usage (City buildings, 
  Sewer plant, fire department, etc.) 

  
         (750,000) 

Water Loss (gallons)         4,505,398 
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Elected Officials and Key Employees 
 

Craig Jezek 
Mayor  

 PO Box 206 
Tioga, Texas 76271 

 (940) 367-2993 

     
Kurt Hall 
Mayor Pro Tem 

 PO Box 206 
Tioga, Texas 76271 

 (214) 876-3221 

     
Jeff Moncrief 
Council Member 

 PO Box 206 
Tioga, Texas 76271 

 (940) 367-8133 

     
Tommy Hunter 
Council Member 

 PO Box 206  
Tioga, Texas 76271 

 (940) 999-3116 

     
Mead McGee 
Council Member 

 PO Box 206 
Tioga, Texas 76271 

 (940) 230-6628 

     
Heather Nesmith 
Council Member 

 PO Box 206 
Tioga, Texas 76271 

 (972) 746-5324 

     
Donna Carney 
City Secretary 

 PO Box 206 
Tioga, Texas 76271 

 (903) 267-0659 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 

REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

 
 
 
 
December 11, 2017 
 
 
The Honorable Mayor and 
    Members of the City Council 
City of Tioga, Texas 
 
I have audited the financial statements of the City of Tioga, Texas, (City) as of and for the year ended September 30, 2017, and 
have issued my report thereon dated December 11, 2017.  I conducted my audit in accordance with generally accepted auditing 
standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller 
General of the United States. 
 
Compliance 
As part of obtaining reasonable assurance about whether the City’s financial statements are free of material misstatement, I 
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 my audit and, accordingly, I do not express such an opinion.  The results 
of my tests disclosed no instances of noncompliance that are required to be reported under Government Auditing Standards. 
 
Internal Control Over Financial Reporting 
In planning and performing my audit, I considered the City’s internal control over financial reporting in order to determine my 
auditing procedures for the purpose of expressing my opinion on the financial statements and not to provide assurance on the 
internal control over financial reporting.  My consideration of the internal control over financial reporting would not necessarily 
disclose all matters in the internal control over financial reporting 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 misstatements in amounts that would be material in relation to the financial statements being audited may occur 
and not be detected within a timely period by employees in the normal course of performing their assigned functions.  I noted no 
matters involving the internal control over financial reporting and its operation that I consider to be material weaknesses. 
 
This report is intended solely for the information of the City Council, management and federal awarding agencies and pass-through 
entities and is not intended to be used and should not be used by anyone other than these specified parties. 
 
 
 
 
Joseph E. Madden 
Certified Public Accountant 
 



 

 

  


	2017 Tioga Financials
	2017 Tioga Financials2
	2017 Tioga Financials3
	2017 Tioga Financials4
	2017 Tioga Financials5
	2017 Tioga Financials6
	2017 Tioga Notes to FS



