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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Members of City Council
City of Irving, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of City
of Irving, Texas (the City) as of and for the year ended September 30, 2016, and the related
notes to basic 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

The City's 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 opinions 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. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

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 evaluating the overall
presentation of the financial statements.

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

AN INDEPENDENT MEMBER OF WEAVER AND TIDWELL,LLP. 12221 MERIT ORIVE, SUITE 1400, DALLAS, TX 75251
BAKER TILLY INTERNATIONAL CERTIFIED PUBLIC ACCOUNTANTS AND ADVISORS P:972490.1970 F:972702.8321
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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, each
major fund, and the aggregate remaining fund information of the City, as of September 30,
2016, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance 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 Schedule-General Fund;
Schedule of Changes in Net Pension Liability and Related Ratios and Schedule of
Contributions; Schedule of Funding Progress, and the notes to the required supplementary
information on pages 5 through 18 and 87 through 95 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
responses to our inquiries, the basic financial statements, and other knowledge we obtained
during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Other Information

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

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 31, 2017, on our consideration of the City's internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is 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 in
considering the City’s internal control over financial reporting and compliance.

Wwaanver and Tidwell LLE

WEAVER AND TIDWELL, L.L.P.

Dallas, Texas
January 31, 2017






CITY OF IRVING, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS
SEPTEMBER 30, 2016

(Unaudited)

Our discussion and analysis of the City of Irving’s financial performance provides an overview of the
City’s financial activities for the fiscal year ended September 30, 2016. Please read it in conjunction with
the accompanying letter of transmittal and the accompanying basic financial statements. We have also
provided tables of comparative analyses of selected financial data.

FINANCIAL HIGHLIGHTS

The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows
at the close of the fiscal year by $768 million. Of this amount, $619 million (80.6%) represents the
net investment in capital assets. Net position restricted for specific purposes totaled $118 million
(15.4%). The remaining $31 million (4.0%) are unrestricted net position and may be used to meet the
government’s ongoing obligations to citizens and creditors.

The governmental funds reported combined fund balance of $238 million, an increase of $7 million in
comparison with prior year. Approximately 23% of this amount ($54.2 million) is available for
spending at the City’s discretion (unassigned fund balance).

The total outstanding long-term debt increased by $5 million primarily due to new debt issuances
exceeding principal payments and debt refundings during the fiscal year.

The Debt Service Fund fund balance was $34 million at year-end, which represents 82.5% of the
annual debt service payments. Funds that are included in the Debt Service Fund can only be used for
debt service.

Hotel Occupancy Taxes, a leading indicator of economic activity for Irving, increased by $1.5 million
or 6.6% to $25.8 million for FY 2015-16. Sales taxes had a slight increase of $621,000 over last
year’s collections.

UNDERSTANDING AND USING THIS ANNUAL REPORT

This discussion and analysis is intended to serve as an introduction to the City of Irving’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 financial statements. This report also
contains other supplementary information in addition to the basic financial statements themselves.
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of the City government they cover and the types of information they contain.

Scope

Required financial
statements

Accounting basis and
measurement focus

Type of asset, liability,
deferred outflows of
resources and deferred
inflows of resources
information

Type of inflow/outflow
information

Features of the City of Irving’s Financial Statements

Government-wide
Statements

Entire City government (except

fiduciary funds)
. Statement of Net Position
. Statement of Activities

Accrual accounting and economic
resources focus

All assets liabilities and deferred
inflows and outflows of resources
both financial and capital, and short-
term and long-term

All revenues and expenses during
year, regardless of when cash is
received or paid

Fund Statements

Governmental Funds

Proprietary Funds

The activities of the City that are not
proprietary or fiduciary, such as
police, fire, and parks.

. Balance Sheet

. Statement of Revenues,
Expenditures, and Changes
in Fund Balances

Modified accrual accounting and
current financial resources focus

Current  assets,  liabilities and
deferred inflows and outflows of
resources that come due during the
year or soon thereafter; no capitai
assets inciuded

Revenues for which cash is received
during or soon after the end of the
year; expendilures when goods or
services have been received and
payment is due

Activities the City operates similar to
private business, such as the water
and sewer system

. Statement of Net Pasition

° Statement  of  Revenues,
Expenses, and Changes in
Fund Net Position

. Statement of Cash Flows

Accrual accounting and economic
resources focus

All assets liabilities, deferred inflows
of resources and outflows of resources
both financial and capital, and short-
term and long-term

All revenues and expenses during
year, regardless of when cash is
received or paid

Fiduciary Funds

Instances in which the City is
the trustee or agent for someone
else’s resources, such as the
retirement plan for City
employees

° Statement of Fiduciary
Net Position

. Statement of Changes in
Fiduciary Net Position

Accrual accounting and
economic resources focus

All assets and liabilities, both
short-term and long-term; can
include capital assets

All revenues and expenses
during year, regardless of when
cash is received or paid
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SEPTEMBER 30, 2016

(Unaudited)

REPORTING THE CITY AS A WHOLE

The Statement of Net Position and the Statement of Activities

The government-wide statements are designed to provide the reader with a snapshot of the City of Irving’s
finances and activities as a whole. The statements are similar to those found in the annual reports of
private-sector businesses.

The Statement of Net Position includes all of the City’s assets, liabilities, deferred outflow of resources and
deferred inflow of resources, using the accrual basis of accounting. The Statement of Activities accounts
for all of the revenues and expenses for the year regardless of when cash is received or paid. Over time,
increases or decreases in the City’s net position are an indicator of whether its financial health is improving
or deteriorating. Non-financial factors, such as changes in the property tax base and the condition of the
infrastructure (roads, water and sewer lines, and buildings), should also be considered in order to assess the
overall health of the City of Irving.

The government-wide financial statements of the City of Irving are divided into two categories:

e Governmental activities — Most of the City’s basic services are included here, such as general
government, police, fire, parks and recreation, community development, municipal court, animal
services, library and public works. Property taxes, sales taxes, and gross receipts taxes finance most of
these activities.

e  Business-type activities — The City charges fees to customers to help cover the costs of providing
water and sanitary sewer, solid waste and municipal drainage services.

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS
Fund Financial Statements

The fund financial statements provide more detailed information about the City’s most significant funds —
not the City as a whole. Funds are accounting devices that the City uses to keep track of specific sources of
funding and spending for particular purposes. Some funds are required to be established by State law and
by bond covenants. The City Council establishes other funds to control and manage money for particular
purposes or to show that it is meeting legal responsibilities for using certain taxes, grants, and other money.

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. Because this
information does not encompass the additional long-term focus of the government-wide statements, we
provide additional information following the governmental funds statements that explain the relationships
(or differences) between them.
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(Unaudited)

The City of Irving presents information 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, which are considered to be major funds. Information from the remaining
governmental funds is combined into a single, aggregate presentation. Individual fund data is provided later
in the Comprehensive Annual Financial Report.

Proprietary funds — Services for which the City charges customers for the services it provides — whether to
outside customers or to other units of the City — 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 funds (a type of proprietary 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, for the individual enterprise funds which are Water and Sanitary Sewer,
Solid Waste and Municipal Drainage. All enterprise funds are considered major funds. We use internal
service funds (the other component of proprietary funds) to report activities that provide supplies and
services for the City’s other programs and activities — such as the Garage and Equipment Replacement
Fund, Computer Replacement Fund, and the Self-Insurance Fund.

The City as Trustee

The City is the trustee, or fiduciary, for its employees’ Supplemental Benefit Plan and Voluntary Employee
Beneficiary Association. It is also responsible for other assets that — because of a trust arrangement — can
be used only for the trust beneficiaries. All of the City’s fiduciary activities are reported in separate
Statements of Fiduciary Net Position and Changes in Fiduciary Net Position. We exclude these activities
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
purposes.

THE CITY AS A WHOLE - GOVERNMENT-WIDE FINANCIAL ANALYSIS

The City’s combined net position was $768 million as of September 30, 2016 as shown in Table 1.
Analyzing the net position and net expenses of governmental and business-type activities separately, the
business type activities net position was $385 million. This information focuses on the net position (Table
1) and changes in net position (Table 2) of the City’s governmental and business-type activities. Note that
only the unrestricted net position are available for future expenses.
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Table 1
Net Position
(In Millions)
Governmental Business-type Total Primary
Activities Activities Government
2016 2015 2016 2015 2016 2015

Current and other assets $ 300 $ 289 $ 126 $ 125 $ 426 $ 414
Capital assets 717 693 491 469 1,208 1,162
Total assets 1,017 982 617 594 1,634 1,576
Total deferred outflow of resources $ 85 $ 27 $ 12 $ 6 $ 97 $ 33
Non-current liabilities outstanding 691 610 223 214 914 824
Other liabilities 25 29 20 16 45 45
Total liabilities $ 716 $ 639 $ 243 230 $ 959 §$ 869
Total deferred inflow of resources $ 3 2 1 - 4 2
Net Position
Net investment in capital assets 307 302 312 291 619 593
Restricted 107 90 11 11 118 101
Unrestricted (31) (24) 62 68 31 44
Total net position $ 383 § 368 $ 385 $ 370 $ 768 $ 738

The largest portion of the City’s net position (80.6%) 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. As 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.

An additional portion of the City’s net position (15.4%) represents resources that are subject to external
restriction on how they may be used. The remaining balance of unrestricted net position of $31 million
may be used to meet the government’s ongoing obligation to citizens and creditors.

At the end of the current fiscal year, the City of Irving was able to report positive balances in all three
categories of net position, both for the City as a whole, as well as for its business-type activities. The same
situation held true for the prior fiscal year.




































































































































































































































































































































































































































































































































