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enabling all citizens to work, play and grow in a protected and productive 

environment. 
 
 

MISSION STATEMENT 
 
 

The mission of the City of Copperas Cove is to provide excellence in 
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    “The City Built for Family Living”        
 
 
March 17, 2009 
 
Honorable Mayor, Members of the City Council  
and the Citizens of the City of Copperas Cove, Texas: 
 
The comprehensive annual financial report of the City of Copperas Cove, Texas, for the fiscal year ended 
September 30, 2008, is hereby submitted.  This report was prepared in conformity with U.S. Generally 
Accepted Accounting Principles (GAAP) and audited in accordance with U.S. Generally Accepted Auditing 
Standards by a firm of licensed independent certified public accountants. 
 
This report consists of management’s representations concerning the finances of the City of Copperas Cove.  
Consequently, management assumes full responsibility for the completeness and reliability of all of the 
information presented in this report.  To provide a reasonable basis for making these representations, 
management of the City of Copperas Cove has established a comprehensive internal control framework that 
is designed both to protect the government’s assets from loss, theft, or misuse and to compile sufficient 
reliable information for the preparation of the City of Copperas Cove’s financial statements in conformity with 
GAAP.  Because the cost of internal controls should not outweigh their benefits, the City of Copperas Cove’s 
comprehensive framework of internal controls has been designed to provide reasonable, rather than 
absolute, assurance that the financial statements will be free from material misstatement.  As management, 
we assert that, to the best of our knowledge and belief, this financial report is complete and reliable in all 
material respects. 
 
The City of Copperas Cove’s financial statements have been audited by Lott, Vernon and Company, P.C., a 
firm of licensed independent certified public accountants.  The goal of the independent audit was to provide 
reasonable assurance that the financial statements of the City of Copperas Cove for the fiscal year ended 
September 30, 2008, are free of material misstatement.  The independent audit involved examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements; assessing the 
accounting principles used and significant estimates made by management; and evaluating the overall 
financial statement presentation.  The independent auditor concluded, based upon the audit, that there was a 
reasonable basis for rendering an unqualified opinion that the City of Copperas Cove’s financial statements 
for the fiscal year ended September 30, 2008, are fairly presented in conformity with GAAP.  The 
independent auditor’s report is presented as the first component of the financial section of this report. 
 
The financial reporting entity (the government) includes all the funds of the primary government (i.e., the City 
of Copperas Cove as legally defined), as well as its component unit.  Component units are legally separate 
entities for which the primary government is financially accountable. The Copperas Cove Economic 
Development Corporation meets the criteria to be included in this financial report, and is included as a 
Component Unit since the taxpayers approved the formation of this entity.  In addition, the City Council 
approves the budget and appoints its Board of Directors; thereby overseeing the ½ cent sales tax allocated 
for economic development. 
 
Generally Accepted Accounting Principles require that management provides a narrative introduction, 
overview, and analysis to accompany the basic financial statements in the form of Management’s Discussion 
and Analysis (MD&A).  This transmittal letter is designed to complement the Management’s Discussion and 
Analysis (MD&A) and should be read in conjunction with it. 
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GOVERNMENT STRUCTURE, LOCAL ECONOMIC CONDITION AND OUTLOOK 

 
The City of Copperas Cove is a central Texas city located in Coryell, Bell and Lampasas counties on U.S. 
Highway 190. It is located approximately twenty-five (25) miles west of Interstate Highway (I-35).  Copperas 
Cove is fortunately located on a main east-west line of the Santa Fe Railroad.  There are approximately 
sixteen and a half (16.5) square miles in the City's corporate boundaries. 
 
The recorded history of Copperas Cove began in 1832, when it was still a part of the State of Coahuila, 
Mexico.  The original central location of the City was approximately two (2) miles southwest of the present 
site, and in the late 1840's was used as a stop over to the Chisholm Trail.  The natural basin, formed by five 
surrounding hills, provided a protected gathering place for cattle.  The basin also had a large spring of water, 
which had a distinctive copperas-like taste.  These two factors lent themselves to the naming of the City - 
Copperas Cove.  The City was founded in 1879, and incorporated on July 7, 1913.  Copperas Cove is a 
home rule municipal corporation organized in and existing under the provisions of the Constitution of the 
State of Texas.  The City's first Charter was adopted on January 20, 1979, and the City operates under a 
council-manager form of government.   
 
Policymaking and legislative authority are vested in the City Council, which consists of a Mayor and a seven-
member council who are elected for three-year terms.  The City Council appoints a City Manager to 
administer the affairs of the City.  The City Council is responsible, among other things, for passing 
ordinances, adopting the budget, appointing committees and hiring the City Manager.  The City Manager is 
responsible for carrying out the policies and ordinances of the City Council, for overseeing the day-to-day 
operations of the government, and for appointing directors.   
 
The government provides a full range of services including police and fire protection; the construction and 
maintenance of city streets and infrastructure; recreational activities and cultural events.  In addition to 
general government activities, there exist other funds such as water and sewer, solid waste, and the golf 
course, which are operated under the proprietary fund concept, whereby user charges should insure 
adequate coverage of operating expenses and payments on outstanding debt. 
 
Referred to as “the city built for family living,” Copperas Cove is the largest city in Coryell County.  It adjoins 
the western boundary of Fort Hood and is located 65 miles north of the state capital in Austin, 63 miles 
southwest of Waco, and 160 miles southwest of Dallas.  Copperas Cove's population of approximately 
29,998 has grown steadily since established in 1879.  The City experienced significant growth in population 
and business activity during the early to mid 1990's, but encountered a slight leveling-off in fiscal year 1997-
98.  The experienced fast growth and subsequent slowing was evidenced by the fast rise in property tax base 
and sales tax receipts.  Because of its convenient proximity to Fort Hood, many Copperas Cove citizens are 
affiliated with the Federal Government. 
 
Fort Hood is home to the III Mobile Armored Corps.  The City of Copperas Cove currently enjoys a favorable 
economic environment and local indicators point to continued stability.  The City's economy is primarily 
service-oriented, virtually tied in every way to the operations at Fort Hood.  Fort Hood is the largest armored 
military installation in the free world.  The post's southwest boundary is bordered by the City of Copperas 
Cove.  This 335 square mile installation (214,351 acres) is the only post in the United States capable of 
stationing and training two armored divisions.  Fort Hood is the Army's premier installation to train and deploy 
heavy forces, and plays a key role in Army modernization and testing of new equipment.  Fort Hood is the 
largest single location employer in the State of Texas.  Currently, the number of authorized troops is 53,416.  
Fort Hood has an estimated $2.0 billion direct economic impact on the local area in the form of payroll, 
contracts, local purchases, and school aid.  It is estimated that the total economic impact of Fort Hood on the 
local area is $3.9 billion.   
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The Copperas Cove Independent School District provides high quality education to its students and has 
attained a Recognized Rating from the Texas Education Agency (TEA).  Additionally, for the 2008 academic 
school year, the District had ten recognized and two exemplary campuses.  The District's peak enrollment 
rate increased by approximately 83 students during fiscal year 2007-08, primarily due to the return of military 
personnel to Fort Hood.  The peak enrollment for fiscal year 2007-08 was 7,871 and operates the following 
facilities: one high school, an alternative learning center, two junior high schools, and eight elementary 
schools.  All twelve campuses are accredited by the TEA.  There are at least two private elementary schools 
located in the City.  Central Texas College and Tarleton State University are located on a 560-acre campus 
at the eastern fringe of the city limits adjacent to Fort Hood and the City of Killeen.  They provide secondary 
and graduate educational opportunities.  
      
Although the total value of building permits issued from FY 2006-07 to FY 2007-08 decreased by 
$11,224,434, the City’s Sales Tax revenues increased by $306,996, helping maintain an adequate funding 
for expenditures and reserves as required by the fund balance policy.  The total building permits issued 
during fiscal year 2007-08 totaled $35,712,399. New residential construction made up $28,043,573 of this 
amount while $4,189,739 was related to new non-residential buildings, and new construction additions 
totaled approximately $3,479,087.   
 
Development within the City includes the House Creek North Phase III development consisting of 320 lots, 
Summers Place development located on Summers Road adjoining the south side of House Creek North with 
64 lots, Skyline Flats single family development along west Big Divide south of Grimes Crossing with 300 lots 
and the single family development of Walker Place Phase 7, Section 2 located off west US 190 and 
consisting of 115 lots.  The City also created a Tax Increment Reinvestment Zone, TIRZ, which is planned to 
include approximately 470 single family homes, 20 acres of multi-family and commercial along US 190. 
  
Ad Valorem Taxes.  Total assessed value within the City has increased by approximately 54 percent since 
fiscal year 2003.  The fiscal year 2008 projections, based on data provided by the Coryell County Appraisal 
District, indicate a 12.5 percent growth in assessed value over fiscal year 2007 levels. 
 
Sales Tax.  Sales tax collections have increased by approximately 36.5 percent since fiscal year 2003.  
Collections for fiscal year 2008 have increased by approximately 8.5 percent over fiscal year 2007 levels. 
 
The City continued to monitor its service delivery and has implemented long-range plans to maintain and 
improve services through organization changes and personnel training.  In addition, City management is 
committed to providing quality service through recruitment and retention of quality employees. 
 

MAJOR INITIATIVES 
 

At the end of the 2007-08 fiscal year, the City of Copperas Cove had a number of major projects ongoing that 
are worth noting.   
 
The largest transportation project in Copperas Cove, referred to as the Reliever Route, continued to move 
forward.  The entire project had an original estimated cost of $56 million; however, during fiscal year 2006-07 
that amount was updated to $90 million.  The current estimate is slightly over $52 million.  Contracts and 
payment for the right-of-way acquisition process were executed with the Texas Department of Transportation 
in February 2006 as required for the FM 2657 Widening Project which will serve as an access entrance to the 
Reliever Route from US Hwy 190 on the west side of the City.  The current funding availability for 
construction has been moved up from year 2015 to 2010.  As of this writing, the Texas Department of 
Transportation continues actions to acquire the final portion of right-of-way needed for the project.  Plans to 
complete the design for the relocation of City utilities are underway.  The relocations consist of numerous 
water and sewer lines, along or near FM 2657 and FM 3046.     
 
Combination Tax & Revenue Certificates of Obligation were authorized by the City Council in fiscal year 2005 
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and includes funding for the East Pump Station and the Turkey Run Pump Station.  The East Pump Station 
project includes a 500,000 gallon concrete tank and pumps.  This pump station was placed on line in 
November 2008 and as of this writing it is complete.  The importance of this project is to provide redundancy 
in the system.  It provides better water service to the east and southeast portions of Copperas Cove and 
replaced 8” and 12” lines that were removed due to widening of Hwy 190.  The Turkey Run Pump Station 
project includes the addition of a fourth pump at the Turkey Run station and a 30” water line from the pump 
station to Wolfe Road to begin a Northwest Water loop. 
 

The 2006 Tax Notes includes funding for the land purchase, design and architecture services for the new 
police facility. 
 
In fiscal year 2006-07, the City Council authorized the issuance of 2007 Certificates of Obligation in the 
amount of $5.3 million to provide funding for the construction and design of a new police facility.  The land 
was acquired and the facility design was completed in fiscal year 2007-08.  As of this writing construction is 
underway and the project is expected to be completed in late 2009 or early 2010. 
 
The May 2008 Tax Notes includes funding for baseball and soccer field lighting, playscapes at City Park and 
Kate Street Park, library renovations, land purchase of approximately 4 acres for the relocation of fire station 
number two, funding for a multipurpose recreation center, and drainage and street reconstruction of 
Summers Road.    
 

ACCOMPLISHMENTS 
 
During fiscal year 2008, the City invested in a number of programs and services that make Copperas Cove a 
better community.  The following are some of the efforts and accomplishments of the City during the year: 
 
Police 

♦ Conducted a National Night Out Event and a National Night Out Kick Off Party. 
♦ Provided police protection during the Downtown Halloween Party. 
♦ Conducted a Senior Health & Safety Day – SALT Program. 
♦ Continued the Crime Stoppers Program, Kiddo Card Program, Neighborhood Watch Program, 

Gunlock Program, and Copperas Cove Citizens Police Academy Program.   
♦ Continued providing crime prevention programs and distribution of safety materials. 
♦ Continued participation with Special Olympics and the Torch Run. 
♦ Continued the Tobacco Grant Program, tobacco stings, and business compliance inspections. 
♦ Continued participation in the Bulletproof Vest Grant Program and was awarded a Justice Assistance 

Grant (JAG). 
♦ Participated in Coryell County Community Planning. 
♦ Maintained quality police services to the community during times of personnel shortages. 
♦ Maintained above average clearance rates in Part I & Part II crimes as compared to state averages. 
♦ Participated in America’s Promise Job Shadow Day. 
♦ Obtained funding and acquired property for the new police facility. 

 
Fire 

♦ Provided 1,200 free immunizations through the “Shots through the Firehouse” program. 
♦ Improved our Insurance Services Office (ISO) Public Protection Classification (PPC) grading from a 

Class 4 to a Class 2 community. 
♦ Identified and corrected fire and life safety hazards during annual fire inspections. 
♦ Rebuilt fire department website to make information readily available to public. 

 
Community Services 

♦ Received a $417,563 Grant from Texas Parks and Wildlife. 
♦ Hosted 2008 Texas Teen-age Baseball Region 9 District Machine Pitch Tournament. 
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♦ Conducted two youth soccer leagues. 
♦ Conducted Youth Baseball / Softball program with over 700 participants. 
♦ Coordinated and ran 2008 Rabbit Festival Adult Softball Tournament. 
♦ Oversaw all “Select” athletic programs and usage of CCISD facilities. 
♦ Constructed a youth soccer field in City Park. 
♦ Constructed pipe fencing along Nick Nichols Parkway. 
♦ Conducted youth flag football with 289 participates. 
♦ Conducted youth tackle football program with 417 participants. 
♦ Conducted youth basketball with 530 participants. 
♦ Conducted Texas Senior Games Bike Race.  
♦ Conducted British Challenger Soccer camp. 
♦ Co-sponsored a community Thanksgiving dinner for over 300 participants. 
♦ Hosted annual Easter Egg Hunt, Christmas Tree Lighting, and Polar Bear Swim. 
 

Public Works 
♦ Continued to maintain a “Superior Water System” rating recognized by the Texas Commission on 

Environmental Quality (TCEQ). 
♦ Completed the repairs/rehabilitation of the Water Storage Tank on Hughes Mountain. 
♦ Completed installation of pump station for irrigation of Golf Course using wastewater effluent, with the 

irrigation portion set to be completed in FY 2008-09. 
♦ Completed repairs/rehabilitation of 1 MG Water Tank on Mickan Mountain. 
♦ Awarded bid for Turkey Run Pump Station Rehabilitation. 
♦ Operated the City’s three Wastewater Treatment facilities in accordance with Federal and State 

permit requirements. 
♦ Developed a Fire Prevention and Suppression Plan to comply with a TCEQ inspection requirement at 

the Composting facility. 
 

OTHER INFORMATION 
 
Fund Accounting:  The City's accounting system is organized and operated on a "fund basis."  Each fund is 
a distinct, self-balancing entity.  A description of the various major funds and fund types is contained in Note I 
of the financial statements.  A description of each individual non-major fund is contained at the beginning of 
its related combining financial statements. 
 
Basis of Accounting:  The City's accounting records for all governmental funds are maintained on the 
modified accrual basis of accounting.  This method recognizes revenue when it is measurable and available 
and expenditures when goods or services are received.  All proprietary funds are accounted for using the 
accrual basis of accounting; revenue is recognized when it is earned, and expenses are recognized when 
they are incurred. 
 
Internal Control:  Management of the City is responsible for establishing and maintaining an internal control 
structure.  This structure is designed to provide reasonable, but not absolute, assurance that:  (1) City assets 
are protected from loss, theft or misuse; and (2) City financial records and data are accurate and reliable.  
The concept of reasonable assurance recognizes that the cost of a control should not exceed the benefits 
likely to be derived from it, and that the evaluation of cost and benefits requires estimates and judgments by 
management. 
 
Budgetary Control:  Each year, on or before September 30, the City Council adopts an annual operating 
budget for the ensuing fiscal year.  The operating budget includes anticipated revenue and expenditures for 
the General Fund, Special Revenue Funds, the Debt Service Fund and Proprietary Funds.  The budget is a 
planning device that defines the type, quality and quantity of City goods and services that will be provided to 
our citizens. 
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The budget is also a control device that serves as a system of "checks and balances" between levels of City 
government.  The budgetary system ensures that individual departments contain their expenditures within 
limitations set by the City management, and that City management contains expenditures for the entire City 
within limitations set by the City Council. 
 
After adoption, changes to a departmental budget may be made through the use of line item transfers, 
initiated by a department head and approved by the City Manager and Director of Financial Services.  Any 
changes to the budget outside of an individual department can only be made by a City Council ordinance or 
resolution.  Any revisions that alter the total expenditures of any fund must be adopted by the City Council 
after formal public budget hearings. 
 
Cash Management:  Non-obligated cash during the year can be invested in demand deposits, money 
market funds, federal government securities and federal agency securities.  The City earned interest revenue 
of $750,180 on all investments for the fiscal year 2007-08. 
 
The City’s investment policies stress minimization of credit and market risks, while maintaining a competitive 
yield.  Accordingly, City policy requires all deposits be either insured by federal depository insurance or 
collateralized.  All collateral on deposits was held by the financial institution’s correspondent bank’s trust 
department in the City’s name.  All investments held by the City during the year, and at September 30, 2008, 
are classified in the best category of credit risk as defined by the Governmental Accounting Standards Board.  
Note IV-A of the financial statements provides detail on the deposits and coverage. 
 
Risk Management: The City participates in the Texas Municipal League (TML) insurance programs.  These 
programs are not operated as “for profit” insurance companies.  Rather, participating members (cities and 
other political subdivisions) join together under the State’s inter-local contracting mechanism to provide self-
insurance and group benefits for themselves, their officials, and their employees. 
 
This participation allows the City to take advantage of self-insurance opportunities and large group policy 
purchasing power, which translates into cost savings and efficient claims handling. 
 
The City currently obtains property, auto, liability, and workers’ compensation insurance through TML.  As a 
service to its members, TML also provides risk management and safety training consultation. 
 

AWARDS AND ACKNOWLEDGMENTS 
 
Awards:  The Government Finance Officers Association of the United States and Canada (GFOA) awarded 
a Certificate of Achievement for Excellence in Financial Reporting to the City of Copperas Cove for its 
comprehensive annual financial report for the fiscal year ended September 30, 2007.  This was the 
eighteenth consecutive year that the City has achieved this prestigious award.  In order to be awarded a 
Certificate of Achievement, a government must publish an easily readable and efficiently organized 
comprehensive annual financial report.  This report must satisfy both generally accepted accounting 
principles and applicable legal requirements. 
 
A Certificate of Achievement is valid for a period of one year only.  We believe that our current 
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s 
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate. 
 
Acknowledgments:  The preparation of this report could not have been accomplished without the efficient 
and dedicated services of the entire staff of the Finance Department, and all directors and department heads.  
We would like to express our appreciation to all members of the departments who assisted and contributed to 
the preparation of this report.  Due credit also should be given to the Mayor, and the City Council for their 
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continued interest in planning and conducting the financial operations of the City in a responsible and 
progressive manner. 
 
Furthermore, the work of the independent auditors from Lott, Vernon and Company, P.C. is greatly 
appreciated. 
 
Respectfully submitted, 
 

 

  

 
Andrea M. Gardner       Wanda Bunting, CPA 
City Manager        Director of Financial Services 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
 
As management of the City of Copperas Cove, Texas, we offer readers of the City of 
Copperas Cove’s financial statements this narrative overview and analysis of the financial 
activities of the City of Copperas Cove, Texas for the fiscal year ended September 30, 2008.  
We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our letter of transmittal, which can be found 
on pages i-vii of this report as well as the City’s financial statements beginning on page 15 
and the accompanying notes to the financial statements. 
 
Financial Highlights 

• The total net assets of the City of Copperas Cove increased to $50.6 million from the 
prior years $44.3 million, an increase of 14.2 percent.   

 
• As of September 30, 2008, the City of Copperas Cove’s governmental funds reported 

combined ending fund balances of $14.5 million, an increase of $1.2 million in 
comparison with prior year. 

 
• At September 30, 2008, unreserved fund balance for the General Fund was $3.7 

million, or 25 percent of total General Fund expenditures.  The unreserved fund 
balance includes $1 million that has been designated for contingencies.  Compared to 
prior year, unreserved fund balance increased 10.5 percent.  The unreserved and 
undesignated fund balance was $3.3 million, or 27 percent of total General Fund 
expenditures. 

 
Overview of the Financial Statements 
The City has implemented the Governmental Accounting Standards Board (GASB) 
Statement 34 – Basic Financial Statements – and Management’s Discussion and Analysis – 
for State and Local Governments (the new model) with the financial statements for the year 
ended September 30, 2003.  The new model contains a number of changes to the 
requirements for governmental reporting.  The major changes are as follows: 
 

• Government-wide reporting – while governments have traditionally focused reporting 
on groupings of funds (i.e. General Fund, Special Revenue Funds, Capital Project 
Funds, etc.), the new model also contains financial statements on a government-wide 
basis. 

 
• Fund financial statements – the new model maintains governmental and proprietary 

fund financial statements, but the focus is on major funds within each fund type. 
 

• New focus for governmental activities – in the government-wide financial statements 
all activities, including the governmental activities, are reported using the economic 
resource measurement focus and accrual basis of accounting.  The traditional current 
financial resources focus and modified accrual basis of accounting are maintained for 
the governmental fund financial statements in the new model. 

 
• Infrastructure reporting – the new model requires governments to report the value of 

infrastructure assets of governmental activities (roads, bridges, storm drainage 
systems, parks, etc.).  The City completed implementation of this requirement in the 
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FY 2006-07 year end close process.  The City has recorded infrastructure for the 
water and sewer funds in the appropriate funds as it was built or donated over the 
years. 

 
• Changes in budgetary reporting – the new model requires the display of both the 

original adopted budget and the amended budget in the budgetary comparison 
schedules.  These schedules are only required for the general fund and major special 
revenue funds, although they may be presented for other funds as additional 
information.  The City does not have any major special revenue funds. 

 
• Required narrative analysis – the new model requires that the financial statements be 

accompanied by narrative introduction and analytical overview of the government’s 
financial activities in the form of “management’s discussion and analysis” (MD&A). 

 
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.  To assess the overall health of the City, other indicators, including 
non-financial indicators like the City’s property tax base and condition of infrastructure, should 
be considered. 
 
The statement of activities presents information showing how the government’s net assets 
changed during the most recent fiscal year.  All changes in net assets are reported as soon 
as the underlying event giving rise to the change occurs, regardless of the timing of related 
cash flows.  Thus, revenues and expenses are reported in this statement for some items that 
will result in cash flows in future fiscal periods. 
 
The statement of activities distinguish functions of the City that are principally supported by 
taxes and intergovernmental revenues (governmental activities) from other functions that are 
intended to recover all or a significant portion of their costs through user fees and charges 
(business-type activities).  The governmental activities of the City include general 
government, community services, fleet and facility maintenance, highways and streets, and 
public safety.  The business-type activities of the City include water and sewer, solid waste 
and a golf course. 
 
The government-wide financial statements can be found on pages 15-16 of this report. 
 
Fund Financial Statements 
Also presented are the traditional fund financial statements for governmental funds and 
proprietary funds.  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 of 
Copperas Cove, Texas, 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. 
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Governmental funds – 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 on 
balances of spendable resources available at the end of the fiscal year.  Such information 
may be used in evaluating a government’s near-term financing requirements. 
 
Because the focus of the governmental funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental funds 
with similar information presented for governmental activities in the government-wide 
financial statements.  By doing so, readers may better understand the long-term impact of the 
government’s near-term financing decisions.  Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund balances 
provide a reconciliation to facilitate this comparison between governmental funds and 
governmental activities. 
 
The City maintains numerous individual governmental funds organized according to their type 
(special revenue, debt service and capital projects).  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 2007 Capital 
Improvement Certificate of Obligation Fund since they are considered to be major funds.  
Data from the other governmental funds are combined into a single, aggregated presentation.  
Individual fund data for each of these non-major governmental funds is provided in the form 
of combining statements elsewhere in this report.  The City adopts an annual appropriated 
budget for its General Fund.  Budgetary comparison statements have been provided for the 
General Fund to demonstrate compliance with this budget.  (The budgetary comparison 
schedules can be found on pages 55, 58, 67-78, and 83-85.) 
 
The basic governmental fund financial statements can be found on pages 17-20 of this 
report. 
 
Proprietary funds – Proprietary funds are used to account for business-type activities of the 
City.  Proprietary funds, like the government-wide statements, provide both long and short-
term financial information.  The City maintains one type of proprietary fund.  Proprietary funds 
are used for activities that primarily serve customers outside the governmental unit for which 
fees are charged.  The City has three enterprise funds:  the Water and Sewer Fund, Solid 
Waste Fund and the Golf Course Fund.  Proprietary funds provide the same type of 
information as the government-wide financial statements, only in more detail. 
 
The basic proprietary fund financial statements can be found on pages 21-23 of this report. 
 
Notes to the financial statements – The notes to the financial statements provide additional 
information that is essential to a full understanding of the data provided in the government-
wide and fund financial statements.  The notes to the financial statements can be found on 
pages 24-54 of this report. 
 
Other information – The combining statements referred to earlier in connection with 
nonmajor governmental funds are presented immediately following the required 
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supplementary information.  Combining statements can be found on pages 56-57, 59-66, and 
79-82 of this report. 
 
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
The following tables, graphs and analysis illustrate the financial position and changes to the 
financial position for the City as a whole as of and for the year ended September 30, 2008.  
 
Net Assets 
 
The following table reflects the Condensed Statement of Net Assets as of September 30, 
2008. 

2008 2007 2008 2007 2008 2007

Current and other assets  $  18,726,820  $  16,020,940  $  11,323,706  $  11,033,411  $  30,050,526 $  27,054,351 
Capital assets 23,419,849 20,959,753 45,530,047 43,190,784 68,949,896 64,150,537
     Total Assets 42,146,669 36,980,693 56,853,753 54,224,195 99,000,422 91,204,888

Other liabilities 2,880,280 3,028,784 3,782,776 2,813,927 6,663,056 5,842,711
Long-term liabilities 16,064,848 15,207,600 25,701,451 25,860,364 41,766,299 41,067,964
     Total Liabilities 18,945,128 18,236,384 29,484,227 28,674,291 48,429,355 46,910,675

Net assets:
     Invested in capital assets 
net of related debt 15,403,434 12,609,887 23,052,050 20,770,346 38,455,484 33,380,233
     Restricted 709,379 200,751 901,595 1,608,776 1,610,974 1,809,527
     Unrestricted 7,088,728 5,933,671 3,415,881 3,170,782 10,504,609 9,104,453
Total Net Assets  $  23,201,541  $  18,744,309  $  27,369,526  $  25,549,904  $  50,571,067 $  44,294,213 

Condensed Statement of Net Assets

Activities
Business-type

Activities Total
Governmental

 
 
The City’s combined net assets were $50.6 million as of September 30, 2008.  Of the $50.6 
million, $23.2 million was in the governmental activities and $27.4 million was in the 
business-type activities.  The City’s total net assets increased when compared to the prior 
year with an increase of $6.3 million or 14.2 percent.  This increase includes an increase in 
governmental current assets to include receivables and cash equivalents and governmental 
capital assets. 
 
Net Assets consist of three components, investment in capital assets net of related debt, 
restricted net assets and unrestricted net assets.  The first and largest portion of net assets 
($38.5 million or 76.0 percent) reflects the City’s investment in capital assets, less any related 
debt used to acquire or construct those assets that is still outstanding.  Compared to last 
year, the city’s investment in capital assets net of related debt increased $5.1 million or 15.2 
percent.  The City uses the capital assets to provide services to its citizens; consequently, 
these assets are not available for future 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. 
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The second portion consists of restricted net assets totaled in at $1.6 million at September 
30, 2008 or 3.2 percent of overall total net assets.  Restricted net assets represent resources 
that are subject to external restrictions on how they may be used.  Restricted net assets 
decreased $198,553 or 11.0 percent compared to September 30, 2007.  This is due to a 
decrease in restricted net assets for debt service. 
 
The third portion consists of unrestricted net assets totaled $10.5 million or 20.8 percent of 
total net assets.  Unrestricted net assets may be used to meet the City’s ongoing obligation to 
citizens and creditors.  Unrestricted net assets increased $1.4 million or 15.4 percent 
compared to September 30, 2007.   
 
Changes in Net Assets.  The City’s total revenues for the fiscal year ended September 30, 
2008 were $33.7 million.  Total revenues increased when compared to the prior year by $5.5 
million or 19.7 percent.  The City’s total cost of all programs and services increased from the 
prior year’s $23.9 million to $27.4 million, an increase of 14.8 percent.  The following table 
presents a summary of the changes in net assets for the fiscal year ended September 30, 
2008. 
 

2008 2007 2008 2007 2008 2007
Revenues:
Program Revenues:
     Charges for services 4,730,596$      3,503,217$      12,599,838$   11,849,952$   17,330,434$   15,353,169$   
     Operating Grants and contributions 821,392           450,303           -                      -                      821,392          450,303          
     Capital Grants and contributions 1,805,607        450,824           1,345,220       370,434          3,150,827       821,258          
General Revenues:
     Ad valorem taxes 7,717,778        6,831,452        -                      -                      7,717,778       6,831,452       
     Franchise taxes 1,246,655        1,270,632        -                      -                      1,246,655       1,270,632       
     Sales taxes 2,582,748        2,275,752        -                      -                      2,582,748       2,275,752       
     Other taxes 103,775           97,844             -                      -                      103,775          97,844            
     Interest and investment income 489,974           610,569           260,206          456,616          750,180          1,067,185       
     Gain (Loss) on sale of capital asset -                      -                      -                      -                      -                      -                      
Total Revenues 19,498,525$    15,490,593$    14,205,264$   12,677,002$   33,703,789$   28,167,595$   

Expenses:
     General Government 2,175,856$      1,839,306$      -$                    -$                    2,175,856$     1,839,306$     
     Community services 2,344,074        2,258,488        -                      -                      2,344,074       2,258,488       
     Fleet and Facility Maintenance 414,669           386,747           -                      -                      414,669          386,747          
     Highways and Streets 1,598,678        897,493           -                      -                      1,598,678       897,493          
     Public Safety 8,893,527        7,888,352        -                      -                      8,893,527       7,888,352       
     Interest on Long-term debt 679,576           492,193           -                      -                      679,576          492,193          
     Water and Sewer -                      -                      8,095,813       7,071,789       8,095,813       7,071,789       
     Solid Waste -                      -                      2,435,324       2,267,473       2,435,324       2,267,473       
     Golf Course -                      -                      789,415          786,556          789,415          786,556          
Total Expenses 16,106,380      13,762,579      11,320,552     10,125,818     27,426,932     23,888,397     
Increase (decrease) in net assets 
before transfers 3,392,145        1,728,014        2,884,712       2,551,184       6,276,857       4,279,198       
Transfers 1,065,087        996,616           (1,065,087)      (996,616)         -                  -                  
Increase in net assets after transfers 4,457,232        2,724,630        1,819,625       1,554,568       6,276,857       4,279,198       
Prior Period Adjustment -                      6,401,693        -                      -                      -                  -                  
Net Assets - October 1 18,744,309      9,617,986        25,549,901     23,995,336     44,294,210     33,613,322     
Net Assets - September 30 23,201,541$    18,744,309$    27,369,526$   25,549,904$   50,571,067$   44,294,213$   

Changes in Net Assets

Governmental Business-type
Activities Activities Total
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Program Revenues – Governmental Activities 
 
Governmental Activities’ revenues such as ad valorem, sales and franchise taxes are not 
shown by program, but are effectively used to support program activities citywide.  Charges 
for services reflected the largest increase when compared to the prior year with an increase 
of $1,227,379 or 35.0 percent.  The specific increases were in public safety and community 
service activities. Ad valorem taxes increased $886,326, which is an increase of 13.0 percent 
compared to last year.  Sales tax increased by $306,996 or 13.5 percent compared to last 
year.  Franchise taxes and interest and investment income showed decreases compared to 
the prior year.  Other taxes showed a slight increase compared to the prior fiscal year.  
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Revenues by Source – Governmental Activities - FY 2007
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Program Expenditures – Governmental Activities 
 
The Expenditures – Governmental Activities chart below illustrates the City’s governmental 
expenditures by function.  As shown, public safety is the largest function in expenditures at 
$8.9 million or 55.2 percent compared to the prior years $7.9 million or 57.3 percent, followed 
by Community Services $2.3 million or 14.6 percent compared to prior year’s $2.3 million or 
16.4 percent.  General Government recorded $2.2 million or 13.5 percent compared to prior 
year’s $1.8 million or 13.4 percent.  Highways and Streets recorded $1.6 million or 9.9 
percent compared to prior year’s $0.9 million or 6.5 percent. 
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Business-type Activities - Revenues 
 
Business-type activities increased the City’s net assets by $1.8 million accounting for 29.0 
percent of the total growth in the City’s net assets.  Charges for services provided the largest 
share of revenues at 88.7 percent, followed by grants and contributions income at 9.5 percent 
and interest earnings at 1.8 percent for all business-type activities. 
 
Water and sewer fees are the major revenue source for the business-type activities of the 
City, which recorded $8.9 million in revenue.  Compared to the prior year, water and sewer 
revenues increased $375,548 or 4.4 percent.  Solid Waste revenues increased $333,372 or 
12.4 percent.  The Golf Course fund also increased from $633,730 in 2007 to $674,696 in 
2008 an increase of $40,966 or 6.5 percent. 
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Business-type Activities - Expenses   
 
Total expenses for business-type activities were $11.3 million, an increase of $1,194,734 or 
11.8 percent compared to the prior year.  Water and Sewer, the largest proprietary fund 
recorded $8.1 million in expenses, an increase of $1,024,024 or 14.5 percent compared to 
the prior year.  Solid Waste expenses increased $167,851 or 7.4 percent.  Golf Course 
expenses increased from $786,556 in 2007 to $789,415 in 2008, a slight increase of $2,859. 
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 
As noted earlier, the City of Copperas Cove, Texas uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements.  The following is a 
discussion of financial highlights from the fund financial statements. 
 
Governmental Funds 
 
The focus of the City’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the 
City’s financing requirements.  In particular, unreserved fund balance may serve as a useful 
measure of a government’s net resources available for spending at the end of the fiscal year.  
Types of governmental funds reported by the City include the General Fund, Special 
Revenue Funds, Debt Service Fund, and Capital Project Funds. 
 
As of the end of the current fiscal year, the City’s governmental funds reported combined 
ending fund balances of $14.5 million, an increase of $1,227,135 in comparison with the prior 
year.  The primary reason for the increase is the inclusion of the new proceeds from the 2008 
Tax Note issuance for $1,640,000.  Only a small portion of these tax notes were expended as 
of September 30, 2008. 
 
The General Fund is the chief operating fund of the City.  At September 30, 2008, unreserved 
fund balance of the General Fund was $3.7 million, while total fund balance reached just 
under $4.2 million.  As a measure of the General Fund’s liquidity, it may be useful to compare 
both unreserved fund balance and total fund balance to total fund expenditures.  Unreserved 
fund balance represents 25.0 percent of total General Fund expenditures, while total fund 
balance represents 28.5 percent of that same amount.   
 
Proprietary Funds 
 
The City’s proprietary funds provide the same type of information found in the government-
wide financial statements, but in more detail. 
 
Unrestricted net assets of the Water & Sewer Fund as of the end of the year amounted to 
$2,524,007 a decrease of $806,580 or 24.2 percent.  This decrease is due to a significant 
increase in the investments in capital assets.  The Solid Waste Fund was $802,120, an 
increase of $243,577 or 43.6 percent.  This fund has significantly improved over the past few 
years primarily due to the debt service obligation from debt that was issued in 1994 being 
fully satisfied in FY 2003-04.  Unrestricted net assets for the Golf Course Fund increased 
from prior year’s $64,902 to $89,754 in 2008 an increase of 38.3 percent.  The golf course 
had an increase in operating revenues and a decrease in operating expenses which 
contributed to the increase in unrestricted net assets.   
 
The total increase in net assets for the three funds was $1,628,518, $185,934, and $5,173, 
respectively.  Total operating revenues in fiscal year 2007-08 were $12.6 million, an increase 
of 6.3 percent over the year ending September 2007.  Total operating expenses totaled 
$10.1, million an increase of $1,029,770 or 11.4 percent.  Total operating income was $2.5 
million, a decrease of $279,884 or 10.1 percent.   
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GENERAL FUND BUDGETARY HIGHLIGHTS 
 
The City’s annual budget is the legally adopted expenditure control document of the City.  
Budgetary comparison schedules are required for the General Fund and all major Special 
Revenue Funds.  Since the City did not have a major Special Revenue Fund in the current 
year, only a budgetary comparison for the General Fund is required in this report; however, 
numerous budget comparisons presented in this statement compare the original adopted 
budget, the budget as amended throughout the fiscal year, and the actual expenditures 
prepared on a budgetary basis.   
 
Amendments to the adopted budget may occur throughout the year in a legally permissible 
manner (see pages 33-35 for more information on budget policies). 
  
 
CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets 
 
As of September 30, 2008, the City has $68.9 million invested in various capital assets, net of 
accumulated depreciation.  Of the $68.9 million, $23.4 million is invested in governmental 
activities and $45.5 million is invested in business-type activities.  Compared to last year, 
total capital assets increased $4.8 million or 7.5 percent.  Capital assets in Governmental 
Activities increased $2,460,096 or 11.7 percent from the prior year.  The largest increase can 
be identified within the facilities/infrastructure line item with an increase of $1.7 million or 12.5 
percent from prior year.  Capital assets in Business-type Activities increased $2,339,263 or 
5.4 percent from the prior year with the facilities/infrastructure line item representing over a 
$1.8 million or 4.7% increase and equipment representing a $524,077 or 42.2 percent 
increase from prior year. 
 
The following table provides a breakdown of the capital asset balances net of accumulated 
depreciation at September 30, 2008.  Additional information on the City’s capital assets may 
be found in Note IV-D on pages 39-42. 

               

2008 2007 2008 2007 2008 2007
Land 1,541,055$      1,343,921$      850,686$         850,686$         2,391,741$      2,194,607$      
Buildings / Improvements 3,345,797        3,573,246        144,894           157,362           3,490,691        3,730,608        
Furniture and Fixtures 160,129           205,531           34,761             43,095             194,890           248,626           
Vehicles 557,721           560,864           482,387           592,926           1,040,108        1,153,790        
Equipment 1,470,678        1,868,195        1,764,625        1,240,548        3,235,303        3,108,743        
Facilities / Infrastructure 15,074,628      13,398,770      40,545,152      38,738,215      55,619,780      52,136,985      
Construction in Progress 1,269,841        9,226               1,707,542        1,567,952        2,977,383        1,577,178        
     Total 23,419,849$    20,959,753$    45,530,047$    43,190,784$    68,949,896$    64,150,537$    

Capital Assets
(Net of Depreciation)

Activities Activities Total
Governmental Business-type

 
 
 
Long Term Debt 
 
The City’s total debt increased by $530,000 during the current fiscal year.  The key factor in 
this increase was the issuance of the 2008 tax notes for the fire station relocation land 



 13

purchase, parks and recreation projects to include playscapes, lighting on baseball and 
soccer fields, park renovations, library repairs, street reconstruction, golf cart storage facility 
water and sewer projects, and drainage projects.  The following schedule shows the 
outstanding debt of the City (both current and long-term) for September 30, 2008.  Further 
details can be found in Note IV-G on pages 45-50. 

 

2008 2007 2008 2007 2008 2007
General Obligation 5,251,969$      5,800,700$      15,008,031$    15,599,300$    20,260,000$     21,400,000$    

Tax/Revenue Certificates 8,487,000        8,667,000       9,853,000      10,713,000    18,340,000       19,380,000    
of Obligation

Tax Notes 2,460,000        965,000           1,215,000        -                  3,675,000         965,000           
Total 16,198,969$    15,432,700$    26,076,031$    26,312,300$    42,275,000$     41,745,000$    

Activities Activities Total
Governmental Business-type

Outstanding Debt
General Obligation Bonds and Tax/Revenue Certificates of Obligation

 
 

The most recent debt issue of the City of Copperas Cove earned ratings from Moody’s and 
Standard & Poor’s: 

 
Bonded Debt Ratings 
September 30, 2008 

 
  Standard &   
Bond Type  Poor’s  Moody’s 
     
Certificates of Obligation  A-  A3 

 
Additional information on the City’s long-term debt can be found in Section IV, Note G, of the 
Notes to the Financial Statements. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 
 
One of the factors considered when preparing the fiscal year 2008-09 budget was the 
economy (local, state and federal).  With the sustained troop levels and continued growth in 
population, the City of Copperas Cove is projecting a moderate increase in sales tax 
revenues.  The City continues to be optimistic and expects an increase in economic 
development activity as well.   
 
The unemployment rate for the City of Copperas Cove area as of September 30, 2008 was at 
5.4 percent, which was up form 4.6 percent a year ago.  The City’s sales tax revenues have 
grown at a steady, yet moderate rate over the last few years.  Residential home construction 
has also shown positive trends.  Building permits issued in fiscal year 2007-08, recorded a 
slight decrease in permits from 1,363 in FY 2006-07 to 1,354 in FY 2007-08.  The value of 
the permits issued in FY 2007-08 was $35,712,399, which was a decrease from $46,936,833 
in FY 2006-07. 
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All of these factors were considered in preparing the City’s budget for Fiscal Year 2008-09.  
The budget for the 2008-09 fiscal year includes: 
 

• Conservative projections of major revenue sources.  For example, sales tax revenue 
which has been growing at an average of 6 percent annually is projected to grow by 5 
percent during fiscal year 2008-09. 

• Ad valorem tax revenue is budgeted conservatively at a 99% collection rate.  The City 
has been experiencing an increased growth in its assessed valuation from 8.6 percent 
in FY 2005-06, 18.1% in FY 2006-07 and 12.5% in FY 2007-08.  The assessed 
valuation for the 2008-09 fiscal year was estimated by the appraisal district to grow by 
10.0 percent which is less than the previous two fiscal years. 

• Employee benefits remain intact with moderate adjustments. 
• Included essential capital outlay expenditures. 

 
The ad valorem tax rate was maintained in fiscal year 2008-09 at $.7400 cents per $100 of 
taxable assessed valuation.   
 
REQUESTS FOR INFORMATION 
 
This financial report is designed to provide a general overview of the City of Copperas Cove, 
Texas’ finances for all those with an interest in the government’s finances.  Questions 
concerning any of the information provided in this report or requests for additional financial 
information should be addressed to the City’s Finance Department at the following address:  
 
Director of Financial Services 
City of Copperas Cove 
507 South Main Street 
Copperas Cove, TX  76522 
(254) 547-4221 
 
Or visit our website at: 
http://www.ci.copperas-cove.tx.us 
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