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December 17, 2004 
 
 
The Honorable Mayor and Members of the City Council 
City of Duncanville 
Duncanville, Texas 
 
The Finance Department and City Manager's Office is pleased to submit the Comprehensive Annual Financial Report for the City of 
Duncanville, Texas for the fiscal year ended September 30, 2004. 
 
This report is published to provide the City Council, City staff, our citizens, our bondholders and other interested parties with detailed 
information concerning the financial condition and activities of the City government.  Responsibility for both the accuracy of the 
presented data and the completeness and fairness of the presentation, including all disclosures, rests with the City.  
 
To the best of our knowledge and belief the enclosed data is accurate in all material respects, and is organized in a manner designed to 
fairly present the financial position and results of operations of the City as measured by the financial activity of its various funds.  We also 
believe that all disclosures necessary to enable the reader to gain the maximum understanding of the City's financial affairs have been 
included. 

THE REPORT 
 
This report is presented in three sections:  introductory, financial and statistical.  The introductory section includes this transmittal letter, a 
listing of the principal officials and an organizational chart of the City.  The financial section includes a Management and Discussion 
Analysis (MD&A), basic financial statements and combining individual fund statements and schedules, as well as the independent 
auditors’ report on the basic financial statements.  The MD&A is a narrative introduction, overview, and analysis to accompany the basic 
financial statements.  This letter of transmittal is designed to complement MD&A and should be read in conjunction with it.  The City of 
Duncanville’s MD&A can be found immediately following the report of the independent auditors.  The statistical section includes 
financial and demographical information, usually presented on a multi-year basis that is relevant to a financial statement reader. 
 
The financial section described above is prepared in accordance with generally accepted accounting principles for governments as 
prescribed by the Governmental Accounting Standards Board (GASB) and other professional associations, as applicable.   
 

 
CITY PROFILE 

Location 
 
Located in the Greater Southwest portion of Dallas County, the City of Duncanville is situated approximately 20 minutes from Fort 
Worth and just minutes from downtown Dallas.  With I-20 on its northern border and Hwy-67 bordering its east, the City covers 
approximately 12 square miles and is easily accessible from major interstate and highway systems in North Texas, including I-35 the 
NAFTA Corridor. The 2000 census population for the City was 36,081, while the estimated 2004 population is 36,050.  
 
The City is a political subdivision and municipal corporation of the State, duly organized and existing under the laws of the State, 
including the City’s Home Rule Charter.  The City was incorporated in 1949, and first adopted its Home Rule Charter May 5, 1962.  The 
City operates under a Council/Manager form of government with a City Council comprised of the Mayor and six Council members, who 
enact local laws, determine policies and adopt the annual budget.   The term of office is two years with the terms of the Mayor and two of 
the Council members’ terms expiring in even-numbered years and the other terms of the four Council members expiring in odd-numbered 
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years.  The City Manager, appointed by City Council, is the chief administrative officer for the City and is responsible for the daily 
management of the City.  The basic financial statements of the City include all government activities, organizations and functions for 
which the City is financially accountable as defined by the GASB. Based on these criteria no other governmental organizations are 
included in this report. 
 
Services Provided 
 
The City provides to its citizens those services that have proven to be necessary and meaningful and which the City can provide at the 
least cost.  Major services provided under general government and enterprise functions are: public safety (police and fire protection), 
emergency ambulance services, highways and streets, water and sanitary sewer utilities, health and social services, culture-recreation, 
library services, public improvements, planning and zoning, and general administrative services.  Also complimenting the City’s own 
reputation as the “City of Champions,” the world-class Dr. Pepper® Star Center rests in the heart of the community symbolizing the 
winning tradition of the Dallas Stars Hockey Team. The 95,000 square foot double rink complex offers skating lessons, hockey lessons 
and open ice skating year round.  
 
Economic Development projects either started or completed in the year 2004 accounted for approximately $33 million in new 
construction.  The effects of HB 2912 are expected to greatly curtail economic development unless the legislature amends to exempt land-
locked cities like Duncanville, with very little land available for new businesses to locate facilities thus creating “primary jobs”.   
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Accounting System and Budgetary Control 
 
The City's accounting records for general governmental operations are maintained on a modified accrual basis, with the revenues being 
recorded when available and measurable and expenditures being recorded when the services or goods are received and the liabilities are 
incurred.  Accounting records for the City's utilities and other proprietary activities are maintained on the accrual basis.  Individual line 
items are reviewed and analyzed for budgetary compliance.  Personnel expenditures are monitored and controlled at a position level and 
capital expenditures (items over $5,000 and having a useful life of three or more years) are monitored and controlled item by item.  
Revenue budgets are reviewed monthly. 
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Management of the City is responsible for establishing and maintaining an internal control structure designed to ensure that the assets 
of the City are protected from loss, theft or misuse and to ensure that adequate accounting data are compiled to allow for the 
preparation of financial statements in conformity with generally accepted accounting principles.  The internal control structure is 
designed to provide reasonable, but not absolute, assurance that these objectives are met.  The concept of reasonable assurance 
recognizes that: (1) the cost of a control should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits 
requires estimates and judgments by management. 
 
All internal control evaluations occur within the above framework.  We believe that the City's internal accounting controls adequately 
safeguard assets and provide reasonable assurance of proper recording of financial transactions. 
 
The City Charter provides that the City Council shall adopt the annual budget prepared by City Management.  This budget is reviewed 
by the City Council and is formally adopted by the passage of a budget ordinance.  The City Manager is authorized to transfer 
budgeted amounts between line items and departments within any fund; however, any revisions that alter the total expenditures of any 
fund must be approved by the City Council.  
 
Budgetary control has been established at the individual fund level.  Financial reports are produced showing budget and actual 
expenditures by line item, and are distributed monthly to City departmental and divisional management and to others upon request. The 
objective of these budgetary controls is to ensure compliance with legal provisions embodied in the annual appropriation budget 
approved by the City Council. Budgetary control is maintained by the use of an automated general ledger system that compares actual 
expenditures to the legally adopted appropriation in each line-item account.  
 
As demonstrated by the statements and schedules included in the financial section of this report, the City continues to meet its 
responsibility for sound financial management. 
 

ECONOMIC OUTLOOK AND FINANCIAL CONDITION 
 
The information presented in the financial statements is perhaps best understood when it is considered from the broader perspective of the 
specific environment within which the City operates. 
 
Regional Economy 
 

• The Dallas/Fort Worth Consolidated Metropolitan Statistical Area (DFW) reported 5.2 million residents in the 2000 Census, 
making it the largest metropolitan area in Texas, the ninth largest metro in the country and larger than 31 U.S. states.  (Census 
2000) 

 
• DFW continues to add population at the same levels of the previous decade, bringing the 2003 population to nearly 5.7 million 

residents despite flat economic performance and net job losses in 2002 and 2003.  (NCTCOG, Greater Dallas Chamber) 
 
• DFW claims 25 percent of the state’s population, 28 percent of the labor force, 29 percent of all wage and salary jobs, and 

produces 33 percent of the state’s total product as measured by Gross Domestic Product (GDP). (Census 2000, Texas Workforce 
Commission, Economy.com) 

 
• Total GDP for the DFW metro surpassed $250 billion in 2002, placing the area in 14th position among all states and 19th among 

the world’s nations in total output. (Economy.com) 
 
• DFW has one of the most diverse economies in the nation, reporting between 5 and 30 percent of the workforce in each of the 

major industrial sectors except mining, which has less than 1 percent.  (Texas Workforce Commission) 
 
• Dallas/Fort Worth offers the largest number of college and high school educated residents of any metro in the state of Texas and 

among the highest in the nation.  According to the 2000 Census, 2.6 million residents in DFW hold school diplomas and more 
than 920,000 have completed at least four of college. 

 
• Wholesale and retail trade is the largest employment sector in the Dallas regional economy, accounting for approximately 17 

percent of all jobs.  (Texas Workforce Commission) 
 
• The Dallas/Fort Worth Metroplex is one of the largest beneficiaries of the passage of the North American Free Trade Agreement 

(NAFTA).  DFW trade with Mexico and Canada has doubled to $2.3 billion since the enactment of NAFTA in 1993.  
(NCTCOG) 
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• Dallas is one of the few areas in the nation with seven major league sports teams including Cowboys football, Mavericks 
basketball, Rangers baseball, Stars hockey, Burn soccer, Sidekicks indoor soccer and Dragons polo.  (Dallas Convention and 
Visitors Bureau) 

 
• In the Dallas metro area, cultural arts contribute over $22 billion to the local economy which is 34.6 percent of the state total.  

DFW is also Texas’ most “arts intensive” metro area on a per capita basis, with $6,654 expended per person on cultural arts.  
(The Perryman Group) 

 
Duncanville’s Position in the Region 
 
Duncanville continues to struggle with the challenge of providing first class services that are funded by a tax base that is 75% 
residential.  Sales taxes have rebounded due to the fact that in September of 2003 voters approved the sale of beer and wine in 
Duncanville, by a 2 to 1 margin.  Sales tax revenue for 2004 increased by 2.42% over 2003; despite the loss of major retailers such as 
K-Mart, Circuit City, and Wal-Mart. 
 
Duncanville is still home to a diversified group of manufacturing and distribution firms and continues to be the choice for place of 
business for many well-known leading businesses.   Major manufacturing industries within the City produce corrugated storage and filing 
boxes, commercial bakery products, fabricated sheet-metal products, cabinets, doors and door mill products, frozen foods, and cosmetics.  
Three major industrial development parks, Duncanville Industrial Corporation, Redbird Industrial Park, and Mountain Creek Business 
Park are located in the vicinity of Duncanville. Four new residential subdivisions will be under construction in the 2005 Fiscal Year and 
this represents the first new subdivisions in over fifteen years. 
 
In addition, the following reflects past, present, and anticipated progress of the flurry of economic development activity in the city of 
Duncanville. 
 

• The area remains the distribution and financial center of the Southwest, while the growth of high tech industries, service 
industries, trade, and corporate headquarters have provided a strong, stable, and diverse local economy.  

 
• Duncanville boasts a strong industrial community that includes companies like Texwood Industries, the second largest 

cabinet maker in the United States. 
 

• Duncanville is also proud to say that the Dr Pepper StarCenter (a 95,000 foot double ice rink facility) which opened in 
2000 is doing extremely well and continues to bring people near and far into the community. 

 
• The community will benefit from the addition of an Upscale Senior Living Complex constructed by Windriver Management 

Corporation called Champions Cove. This upscale, gated community will provide individuals 55 and older with all of the 
amenities they need to truly enjoy life. Windriver Management Corporation broke ground on December 23, 2003 and the 
complex opened on November 21, 2004. 

 
• Pappas Restaurants opened one of their famous Pappadeaux Seafood Kitchen restaurants in January 2004. 

 
• In 2003, Holiday Inn opened a new hotel in Duncanville and Hilton broke ground on a five-story, 142 room 93,000 square 

foot Hotel and Conference Center at the corner of Main Street and I-20. This new facility will provide businesses and 
guests with access to 14,000 square feet of conference room and meeting space. Duncanville is currently recruiting quality 
full-service restaurants that will compliment the Hilton Garden Inn Hotel. 

 
• Two major highways cross through Duncanville’s corporate limits allowing the City to enjoy the convenience of nearby 

D/FW International Airport and Love Field Airport to meet commercial passenger air transportation needs. 
 
• Main Station, which includes 22,000 square feet of office, retail, and residential space on Main and Center Street in 

Duncanville, opened in December 2003. 
 
Future projects include: 
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• Plans are underway to develop major retail, restaurant and conference center hubs along Main Street. The hubs will serve 
as the ideal location for a variety of businesses including specialty stores, business services companies, full service 
restaurants, clothing stores, book stores, and more.  

 
• Development of a new shopping center to include a large-box retail anchor store. 

 
Also, as part of Duncanville’s comprehensive economic development plan, the 4B Board established four grant programs specifically 
designed to encourage redevelopment of maturing business corridors by providing financial resources to small business owners for 
exterior property improvements.  The four grant programs are a Paint Grant, Landscape Participation Grant, Signage Update Grant and an 
Interest Rate Buy Down Grant.  
 
Duncanville continues to house one of the state’s top rated school districts that continue to support residential property values. The 
City also benefits from an affluent workforce with Duncanville's median household income of $63,419 comparing favorably to $65,100 
for Dallas, $62,700 Fort Worth/Arlington and $39,841 for Texas. 
 
The long-range economic outlook for Duncanville is very promising. The City continues to grow with economic development 
initiatives targeting quality businesses that will bring unique products and services to this ever-growing community. The City’s 
citizens and business community are committed to managed growth and maintaining the level of economic prosperity and the quality 
of life Duncanville currently enjoys.  
 
In addition, the following non-economic major initiatives are in place, contributing to the overall health of the City: 
 

• Constructing new service roads between Main Street and Duncanville Road along I-20, this will open in February 2005. 
 
• Begin design of the remainder of the service roads along I-20 from the east to west city limits. 

 
• Continuing aggressive Code Enforcement, resolving violations. 

 
• Pushing a more aggressive program of delinquent tax foreclosures when necessary.  

 
• Promoting another year of aggressive apartment inspection program (third year). 

 
• Maintaining an aggressive water and sewer line rehab program. 

 
• Improving access to Highway 67. 
 
Economic Signs . . . 
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Future Economic Outlook 
 
Duncanville has suffered several years of difficult economic times, but the future appears bright.  New retail projects that are just opening 
or under construction will help replace the losses of the past three years.  Property values continue to increase and indicate that 
Duncanville is still top choice for existing home purchases.  The recent vote that allowed beer and wine sales is spurring commercial 
activity that has not been seen in over twenty years.  Duncanville remains an attractive, well maintained city with a solid infrastructure 
that is well deserving of its moniker of “City of Champions”. 
 
Cash Management 
 
The City awards its depository contract through official bidding procedures for a two-year period with an option to extend the contract for 
an additional two years.   The current depository contract with Bank One Texas, N.A. expires January 31, 2006. 
 
The City has a services-only contract, where a minimum amount of cash is held in checking accounts to meet the City's operational needs. 
 
Cash temporarily idle during the year was invested in demand deposits, Texpool, LOGIC, Federated Investors, and U.S. Treasury 
issues.  Interest income from all sources was $239,831 for FY 2003-04, compared to $280,422 in FY 2002-03. 
 
It is the City's policy that all demand deposits and time deposits are secured by pledged collateral with a market value equal to no less 
than 100% of the deposits less an amount insured by the FDIC.  Evidence of the pledged collateral is maintained by the Finance 
Department and a third party financial institution.  Collateral is reviewed monthly to assure the market value of the securities pledged 
equals or exceeds the related bank balances.  
 
The audit committee of the Duncanville City Council is chartered to assist the City Council in fulfilling its financial and compliance 
oversight responsibilities.  It is to be the City Council’s principal agent in ensuring the independence of the City’s annual financial audit, 
the integrity of the City management, and the adequacy of financial disclosures to the public.  The Audit Committee is to serve as the 
focal point for communication between the City Council, the independent auditor, and City management.  The Audit Committee’s 
primary duties and responsibilities are to:  1) Advise the City Council and management on the selection of the independent auditor.  2) 
Serve as an independent and objective party to monitor the City’s financial and compliance reporting process and internal controls 
system.  3) Review and appraise the audit efforts of the City’s independent auditor.  4) Provide an open avenue of communication among 
the independent auditor, financial and senior management, and the Duncanville City Council. 
 
These reports summarize recent market conditions, economic developments, anticipated investment conditions and investment strategies 
employed.  They also describe the portfolio in terms of investment securities, maturities, risk characteristics, compare the investment 
return with budgetary expectations and suggest improvements that might be made in the investment program. 
 
All safekeeping arrangements are in accordance with a safekeeping agreement approved by the City Manager which clearly defines the 
procedural steps for gaining access to pledged collateral on deposits should the City of Duncanville determine that the City's funds are in 
jeopardy.  The safekeeping institution, or Custodian, is the Federal Reserve Bank or an institution not affiliated with the firm pledging the 
collateral.  The safekeeping agreement is a three-party contract between the City, the depository bank and the Federal Reserve Bank as 
custodian.   
 
All investments transacted by the City are purchased using the delivery versus payment method.  That is, funds are not wired or paid until 
verification has been made that the correct security has been received by the Custodian.  The security is held in the name of the City or 
held on behalf of the City.  The Custodian's records must assure the notation of the City's ownership or explicit claim on the securities.  
The original copy of all safekeeping statements is delivered to the City. 
 
All collateral is subject to inspection and audit by the Finance Director or the City's independent auditors. 
 
Risk Management 
 
In July, 1989, the City adopted a self-insurance program through the Arthur Gallagher Co. for workers' compensation, property and all 
of the City's liability coverage.  The retention levels for the City and the corresponding policy limits are as follows:    
$75,000/$10,000,000 for workers' compensation; $25,000/$30,871,912 for property and $50,000/$1,000,000 for liability claims.   In 
FY 95-96, Texas Municipal League Intergovernmental Risk Pool replaced Arthur Gallagher Company. 
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The risk management program has been implemented in order to minimize or eliminate any harm to the financial position of the City, 
any physical injury to employees or potential destruction of property by providing proper insurance coverage, safety training and 
safety assessment. 
 
Employee Health Plan 
 
The City maintains an employee health plan for employees and dependents, which is self-insured by the City.  Revenues are recognized 
from payroll deductions and from City contributions.  The City utilizes a preferred provider organization for its primary health care option 
and actively solicits input from its employees regarding benefit levels and cost containment strategies.   
  

OTHER INFORMATION 
Independent Audit 
 
The City Charter requires an independent audit of the City's financial records each year by qualified certified public accountants 
selected by the City Council.  This requirement has been complied with and the independent auditors' report has been included in this 
report. 
 
GFOA Certificate of Achievement  
 
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 Duncanville for its Comprehensive Annual Financial Report for the fiscal year ended 
September 30, 2003.  The Certificate of Achievement is a prestigious national award recognizing conformance with the highest 
standards for preparation of state and local government financial reports. 
 
In order to be awarded a Certificate of Achievement, a government unit must publish an easily readable and efficiently organized 
comprehensive annual financial report, whose contents conform to program standards.  Such CAFR 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 our current report continues to conform to the 
Certificate of Achievement program requirements, and we are submitting it to the GFOA. 
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