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City of Duncanville 
 
 
 

 
          Kent Cagle 
              City Manager 
 
 
December 21, 2005 
 
 
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, 2005. 
 
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 2005 population is 36,150.  
 
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 

i 



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.  
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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. 

 ii
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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 2004 population to nearly 5.8 million 

residents despite flat economic performance and net job losses in 2002 and 2003.  (NCTCOG, Greater Dallas Chamber) 
 
• DFW claims 25.8 percent of the state’s population, 27.7 percent of the labor force, 28.5 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, Desperados arena 
football, Mavericks basketball, Rangers baseball, Stars hockey, FC Dallas soccer, and Sidekicks indoor soccer.  (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 will always struggle with the challenge of providing first class services that are funded by a tax base that is 75% 
residential.  However, 2006 promises to be one of the best in Duncanville’s history for commercial construction.  Costco has 
announced plans to build one of its warehouse stores in Duncanville and plans to open by June 2006.  There will be associated 
restaurant and retail development on the site.  Across Main Street from the Costco site, Carbon Development will break ground in 
early 2006 on a unique mixed use development that includes apartments, restaurants, retail and banking facilities constructed around a 
creek and linear park. 
 
Southwest Dallas County is experiencing explosive residential growth and while Duncanville has limited residential land left there 
will be four new subdivisions under construction in 2006.  This local and area residential growth coupled with the successful beer and 
wine election in 2003 has created renewed interest in Duncanville as a retail and restaurant location. 
 
Duncanville is still home to a diversified group of manufacturing and distribution firms and continues to be the choice 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, frozen foods, and cosmetics.  One major industrial park thrives in the 
City, the Duncanville Industrial Corporation, and two other large industrial parks are adjacent to the City; Redbird Industrial Park and 
Mountain Creek Business Park.  
 
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 is benefiting from the addition of an Upscale Senior Living Complex constructed by Windriver 

Management Corporation called Champions Cove. This upscale, gated community provides 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 The Hilton Garden Inn opened September 1, 2005 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 
provides 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 loft space on Main and Center Street in 

Duncanville, opened in December 2003. 
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• Texwood Industries, one of the leading cabinet and door manufacturers in the nation recently completed an eleven million 

dollar expansion that added 365 jobs. 
 
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 $55,926 comparing favorably to $40,921 
for Dallas, $51,877 Fort Worth/Arlington and $43,487 for Texas.  (Greater Dallas Chamber) 
 
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 opened in March 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 a 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 one year.   The current depository contract with JP Morgan Chase, N.A. expires January 31, 2007. 
 
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 $426,088 for FY 2004-05, compared to $239,831 in FY 2003-04. 
 
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, 2004.  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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Both of the government-wide financial statements distinguish functions of the City that are principally supported by 
taxes and intergovernmental revenues (governmental activities) from the functions that are intended to recover all or a 
significant portion of their costs through user fees and charges (business-type activities). Governmental activities include 
most of the City’s basic services such as police, fire, public works, code compliance, library, parks and recreation, and 
community services as well as general government activities. The business-type activities of the City include water and 
sewer, and solid waste services.   

The government-wide financial statements include not only the City itself (known as the primary government), but also 
the Duncanville Community and Economic Development Corporation (DCEDC) as a component unit.  The DCEDC is 
organized exclusively for the purposes of benefiting and accomplishing public purposes of and to act on behalf of, the 
City, and the specific purposes for which the Corporation is organized.  

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that 
have been segregated for specific activities or objectives. The City, like other state and local governments, uses fund 
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the City 
can be divided into two categories: governmental funds and proprietary funds. 

Governmental funds. 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 current sources and uses of spendable resources, as well as 
on balances of spendable resources available at the end of the fiscal year. Such information may be useful in evaluating a 
government’s near-term financing requirements. 

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful 
to compare the information presented for the 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 thirteen governmental funds. Information is presented separately in the governmental fund balance 
sheet and in the governmental fund statement of revenues, expenditures and changes in fund balances for the General, 
Debt Service, and Street Construction funds, all of which are to be considered major funds. Data from the other ten funds 
are combined into a single, aggregated presentation. Individual fund data for 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, Debt Service and Hotel Tax Special Revenue funds. A 
budgetary comparison statement has been provided for the General fund as part of the basic financial statements. 

Proprietary funds. The City maintains two types of proprietary funds. Enterprise funds are used to report the same 
functions presented as business-type activities in the government-wide financial statements. The City uses enterprise 
funds to account for its Utility (water and sewer), and solid waste operations. Internal service funds are an accounting 
device used to accumulate and allocate costs internally among the City’s various functions. The City uses internal service 
funds to account for its group health insurance, general liability insurance programs and fleet replacement activities. All 
of these programs are predominantly governmental activities; however as they benefit both governmental and business-
like activities, current year results have been allocated by function in the government-wide financial statements. 

Proprietary funds provide the same type of information as the government-wide financial statements, only in more detail. 
The proprietary fund financial statements provide separate information for the Utility and Solid Waste funds since both 
are considered to be major funds of the City. Conversely, all of the internal service funds are combined into a single, 
aggregated presentation in the proprietary fund financial statements. Individual fund data for the internal service funds is 
provided in the form of combining statements elsewhere in this report. 

Notes to the Basic Financial Statements. The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements. The notes can be found 
immediately following the basic financial statements. 

Other Information. In addition to the basic financial statements and accompanying notes, this report also presents 
certain required supplementary information concerning the City’s progress in funding its obligation to provide pension 
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Financial Analysis of the City’s Funds 

Governmental funds including General Fund budgetary highlights. The focus of the City of Duncanville’s governmental 
funds is to provide information on the 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. 

At the end of the current fiscal year, the City’s governmental funds reported combined ending fund balances of $8.3 
million. Approximately 90.1% of this total amount constitutes unreserved fund balance. The remainder of the fund 
balance is reserved to indicate that it is not available to pay for new spending because it has already been committed to 
pay for prepaid expenses of $20,895, debt service of $296,625 and loans receivable of $500,000. The fund balance for all 
governmental funds decreased by $2 million over the previous fiscal year. 

In the General Fund, the original budget projected a $1.886 million decrease in fund balance this fiscal year.  This was 
changed to a decrease of $1.845 with the final amended budget. Differences between the original and final amended 
budget were relatively minor. The environment in which this budget came together was one of declining local and 
national economic conditions but by having conservative increases in planned expenditures for providing City services, 
there was no increase in the property tax rate. Due to higher than projected actual revenue from sales taxes, fines and 
forfeitures and other revenue sources, as well as personnel service savings in nearly all expenditure functions, fund 
balance decreased in the General Fund by $894,303, a positive variance with the final amended budget of $950,397.  

The Debt Service fund had a decrease in fund balance of $220,835 for the fiscal year ended September 30, 2005, which 
was as planned in order to take advantage of the beginning fund balance of $517,460. The Street Construction capital 
project fund had a decrease in fund balance of $536,596, which was as a result of expending bond proceeds of prior 
years. 

Proprietary funds. The City’s proprietary fund statements provide detail on the City’s individual business-like activities 
and additionally report the financial results of the internal service funds which have been consolidated in the 
government-wide statements. 

The Utility enterprise fund recorded a $1,691,549 increase in net assets and the Solid Waste fund net assets increased by 
$7,246 during this fiscal year. The City introduced a new “inverted block” rate structure in FY 2002-03, which was 
meant to be revenue neutral based on same consumption. Capital contributions of $999,429 because of donated water 
and wastewater lines accounted for a major portion of the increase in net assets in the Utility fund.   

Capital Assets 

Governmental Accounting Standards Board (GASB) Statement 34 allows governments to implement infrastructure 
reporting for major networks and subsystems in phases prior to the fiscal year ending after June 15, 2006.  In the prior 
fiscal year, we had capitalized Parks and recreation infrastructure assets.  In FY 04-05, Bridges and Signals infrastructure 
has been capitalized.  All other infrastructure assets will be inventoried and reported in subsequent fiscal years. 

At the end of fiscal year 2005, the City had over $68 million invested in a broad range of capital assets, including police 
and fire equipment, buildings, park and recreation facilities, and water and sewer lines. This amount represents a net 
increase of $2.45 million or 3.70 percent over the restated amounts for the prior fiscal year. 
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Economic Factors and Next Year’s Budgets and Rates 

Providing quality government services funded by a tax base that is 75% residential is a daunting challenge and there are 
few short-term prospects available to improve the distribution of the tax base.  However, City management maintains an 
optimistic outlook despite the recent economic slowdown being experienced nationally as well as locally. 

In the 2005-06 budget, General Fund revenues and transfers in are budgeted to increase by $841,676 or 4.21% from the 
FY 2004-05 actual revenues with general property taxes making up about 46% of the total. Ad valorem tax revenue is 
determined by two major factors: the total assessed property value established by the Dallas Central Appraisal District 
and the tax rate set by City Council. Certified assessed valuations increased 3.16% over the preceding year while the 
City tax rate was set at the same rate for the eighth year in a row, $.7180 per $100 of assessed valuation. Despite no 
increase in the tax rate for the twelfth year in a row, an additional $363,298 in property tax revenue is estimated for FY 
2004-05 due to the increase in assessed property values.  

This budget maintains current service levels and adds back the street maintenance items that were cut last year.  Pay plan 
adjustments include up to a three percent merit increase for non-civil service employees and a three percent across the 
board increase for the civil service step plans.  TMRS rate only increased 1.5% and for the first time in many years there 
was no increase in the cost of health insurance.  Despite these employee benefit related costs, we were still able to 
produce a budget that maintains the $0.718 tax rate.  This will be the thirteenth year in a row without a tax rate increase.   

Despite the loss of two of our top sales taxpayers, sales taxes appear to be on the rebound.  The vote to allow beer and 
wine sales in September of 2003 continues to show positive effects for the local economy as commercial property sales 
are occurring and new construction is at a ten year high.  The addition of Pappadeaux’s and Main Station coupled with 
the expansion of Texwood Industries and Deford’s bode well for the future sales tax growth.  The I-20 corridor should 
see new growth with the completion of the service roads and the Hilton Garden Inn.  We can look forward to two to three 
years of residential construction throughout the city and commercial construction along Highway 67. 

Contacting the City’s Financial Management 

The financial report is designed to provide our citizens, customers, investors and creditors with a general overview of the 
City’s finances. If you have questions about this report or need any additional information, contact the Finance 
Department, Attn: Assistant Director of Finance, at P. O. Box 380280, Duncanville, Texas 75138-0280, call (972)780-
4997 or e-mail at pvarghese@ci.duncanville.tx.us. 
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The City of Duncanville, Texas (the “City”) was incorporated on August 2, 1947. It has been a home rule charter city since May 
5, 1962, pursuant to Article XI, Section 5 of the State Constitution. The City operates under a Council-Manager form of 
government and provides the following services as authorized by its charter: community services, police, fire and public works. 

The financial statements of the City have been prepared to conform to accounting principles generally accepted in the United 
States of America (“GAAP”) as applicable to state and local governments. The Governmental Accounting Standards Board 
(“GASB”) is the accepted standard-setting body for establishing governmental accounting and financial reporting principles. 
Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are followed in both 
the government-wide and proprietary fund financial statements to the extent that those standards do not conflict with or 
contradict guidance of the Governmental Accounting Standards Board. Governments also have the option of following 
subsequent private-sector guidance for their business-type activities and enterprise funds, subject to this same limitation. The 
City has elected not to follow subsequent private-sector guidance. The more significant accounting and reporting policies and 
practices used by the City are described below: 

Reporting Entity—The City is a municipal corporation governed by an elected mayor and six-member Council. Five Council 
Members are elected from single-member districts with the Mayor and one Council Member elected at large. As required by 
GAAP, these financial statements present the City (the primary government) and its component unit the Duncanville Community 
and Economic Development Corporation ("DCEDC"), entities for which the City is considered to be financially accountable.  

The DCEDC was incorporated on April 28, 1995 as a nonprofit industrial development corporation under the Development 
Corporation Act of 1979 ("Act").  The DCEDC operates under a seven member Board of Directors appointed by the City 
Council.  Each of the directors should be a resident of the City.  No more than four members can be members of the City 
Council, officials of the City, or City employees.  The Corporation is organized exclusively for the purposes of benefiting and 
accomplishing public purposes of and to act on behalf of, the City, and the specific purposes for which the Corporation is 
organized.  This includes the construction, renovation and operation of municipal buildings, the acquisition and improvement of 
parks as well as for the promotion and expansion of manufacturing and industrial facilities, and other economic development 
purposes.  The DCEDC also provides services directly to the citizens of Duncanville.  As required by GAAP, those entities that 
do not either (1) provide services entirely or almost entirely for the City or (2) have the same or substantially the same board as 
the City, are required to be presented “discretely” or in a separate column as part of the City’s reporting entity, but not part of 
the primary government.  Based on the above criteria, the component unit (DCEDC) has been discretely presented in the 
accompanying financial statements. Separate financial statements are not issued for the DCEDC. 

Government-Wide Financial Statements—The government-wide financial statements (i.e., the statement of net assets and the 
statement of activities) report information on all of the nonfiduciary activities of the reporting entity. These statements are 
designed to provide readers with a broad overview of the City’s finances, in a manner similar to a private-sector business. The 
effect of interfund activity has been removed from these statements. Governmental activities, which are partially supported by 
taxes and intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on 
fees and charges for support. Likewise, the primary government is reported separately form the legally separate component unit 
for which the primary government is financially accountable. 

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 of Duncanville is improving or deteriorating. 

The statement of activities presents information showing how the City’s net assets changed during the fiscal year. This statement 
also demonstrates the degree to which the direct expenses of a given activity are offset by program revenues. Direct expenses are 
those that are clearly identifiable with a specific function or activity. Program revenues include (1) charges to customers or 
applicants who purchase, use, or directly benefit from goods, services, or privileges provided by a given function or activity and 
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(2) grants and contributions that are restricted to meeting the operational or capital requirements of a particular function. Taxes 
and other items not properly included among program revenues are reported instead as general revenues. 

Fund Financial Statements—Fund financial statements are provided for governmental funds and proprietary funds. Major 
individual governmental funds and major individual enterprise funds are reported as separate columns in the fund financial 
statements. All non-major funds are aggregated and presented in a single column. A fund is a grouping of related accounts that is 
used to maintain control over resources that have been segregated for specific activities or objectives. The City of Duncanville, 
like other local governments, uses fund accounting to aid financial management and demonstrate legal compliance. 

Governmental funds are used to account for essentially the same functions reported as governmental activities in the 
government-wide financial statements. However, unlike the government-wide financial statements, governmental fund financial 
statements focus on near-term inflows and outflows of spendable resources, as well as on balances of spendable resources 
available at the end of the fiscal year. Such information may be useful in evaluating a government’s near-term financing 
requirements. 

The City of Duncanville maintains fifteen individual governmental funds. Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures and changes in fund 
balances for the General, Debt Service, and Street Construction funds, which are considered to be major funds. A budgetary 
comparison statement has also been provided for the general fund, special revenue funds which are annually budgeted and the 
debt service fund which is budgeted annually. Data from the other thirteen governmental funds are combined into a single, 
aggregated presentation. Individual fund data for each of these nonmajor governmental funds is provided in the form of 
combining statements elsewhere in this report.  

Proprietary funds are maintained for enterprise and internal service operations of the City. Enterprise funds are used to report the 
same functions presented as business-type activities in the government-wide financial statements. The Utility and the Solid 
Waste funds are considered to be major enterprise funds. Internal service funds are an accounting device used to accumulate and 
allocate costs internally among the City’s various functions. The City uses internal service funds to account for its health claims, 
general liability operations and fleet and capital replacement. Because all of these services predominately benefit governmental 
rather than business-type functions, they have been included within governmental activities in the government-wide financial 
statements. All internal service funds are combined into a single, aggregated presentation in the proprietary fund financial 
statements. Individual fund data for the internal service funds is provided in the form of combining statements elsewhere in this 
report. 

Measurement Focus and Basis of Accounting—The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting, as are the proprietary fund statements. Revenues are recorded 
when earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes 
are recognized as revenues in the year for which they are levied. Grants and similar items are recognized as revenue as soon as 
all eligibility requirements imposed by the provider have been met. With the economic resources measurement focus, all assets 
and liabilities (whether current or noncurrent) are reported on the statement of net assets. 

Governmental fund financial statements are reported using the current financial resources measurement focus and the modified 
accrual basis of accounting. Revenues are recognized as soon as they are both measurable and available. “Measurable” means 
the amount of the transaction can be determined and “available” means collectible within the current period or soon enough 
thereafter to be used to pay liabilities of the current period. For this purpose, the City considers revenues to be available if they 
are collected within 60 days of the fiscal year-end except investment income which is recorded as earned. Expenditures are 
generally recorded when a liability is incurred, as under accrual accounting. However, accrued interest on long-term debt, as 
well as expenditures related to compensated absences are recorded only when the payment is due. 

Those revenues susceptible to accrual in governmental funds are ad valorem taxes, franchise taxes, sales taxes, interest earned, 
certain charges for services and intergovernmental revenues, if such revenues are both measurable and available as previously 
defined. Licenses and permits and municipal court fines are recognized when payment is received. The deferred revenues 
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account is utilized in governmental funds to record earned amounts which are unavailable to liquidate liabilities of the current 
period (i.e., not collectible within 60days). 

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues and expenses 
generally result from providing services and producing and delivering goods in connection with a proprietary fund’s principal 
ongoing operations. The principal operating revenues of the City’s water and sewer and other proprietary operations are charges 
to customers for sales and services. Operating expenses for the enterprise funds and internal service funds include the cost of 
sales and services, administrative expenses and depreciation on capital assets. All revenues and expenses that do not meet this 
definition are reported as non-operating revenues and expenses. 

The City of Duncanville reports the following major governmental funds: 

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

- The Debt Service fund accounts for the accumulation of resources for, and the payment of general long-term debt principal 
and interest. The resources for this fund are generated by a tax levy based upon property values. Payments for principal 
and interest are made from this fund for the general obligation bonds, certificates of obligation bonds, and contractual 
obligation debt when due through-out the year. 

- The Street Construction fund is a capital project fund that is used to account for the construction of major thoroughfares 
and petition paving projects. 

The City of Duncanville reports the following major proprietary funds: 

- The Utility enterprise fund is used to account for the rendering of water and sewer services to the residents and businesses 
of the City. All activities necessary to provide such services are accounted for in this fund, including administration, 
operation, maintenance, debt service, and billing and collecting. 

- The Solid Waste enterprise fund is used to account for the rendering of sanitation services to the residents and businesses 
of the City.  All activities necessary to provide such services are accounted for in this fund, including administration, 
operation, maintenance, debt service, and billing and collecting. 

Encumbrances—An encumbrance system is maintained in governmental funds to account for commitments resulting from 
approved purchase orders, contracts, or other forms of legal commitments. Under the City’s budgetary process, appropriations 
lapse at fiscal year-end.  Encumbrances do not constitute expenditures or liabilities.  Accordingly, no differences exist between 
actual results and the applicable budgetary data presented in the accompanying financial statements. 

Pooled Cash and Investments—Cash balances of all City funds are pooled into one bank account in order to maximize 
investment opportunities. Negative balances, if applicable, incurred in pooled cash at year-end are treated as interfund 
receivables of the General Fund and interfund payables of the deficit fund. 

Investments purchased with pooled cash are classified as pooled cash and investments in the accompanying balance sheet and 
statement of net assets. Earnings from these investments are allocated monthly to each fund based on each fund’s relative 
month-end cash and investment balance. Investments are recorded at cost, and at fiscal year-end investments with maturity 
greater than one year are reflected at fair value on the accompanying balance sheet and statement of net assets. 

The relationship of an individual fund to the pooled cash and investments account is essentially that of a demand deposit 
account. Individual funds can withdraw cash from the account as needed, and therefore all equity which the fund has in the 
pooled cash and investments account is highly liquid. For the purpose of the accompanying statement of cash flows, the City has 
chosen to reconcile to “pooled cash and investments,” as all investments of the funds are regarded as cash equivalents. 
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Interfund Receivables and Payables—Short-term amounts owed between funds are classified as “Due to/from other funds” in 
the fund financial statements. On the government-wide statement of net assets, payables and receivables within governmental 
and business-type activities are eliminated and balances between these activities are reported on a single line entitled “internal 
balances”. 

Prepaid Items—Payments made to vendors for services that will benefit periods beyond September 30, 2005, are recorded as 
prepaid items in both the government-wide and fund financial statements. Prepaid items are accounted for on the consumption 
basis in governmental funds.  

Capital Assets—Capital assets, which include land, buildings, infrastructure, improvements, equipment and construction in 
progress, are reported in the applicable governmental or business-type activities columns in the government-wide financial 
statements and in the fund financial statements for proprietary funds. All capital assets are recorded at historical cost or 
estimated historical cost. Donated capital assets are valued at their fair value on the date donated. Repairs and maintenance are 
recorded as expenses. The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend 
assets lives are not capitalized. Interest has not been capitalized for business-type activity assets during the construction period 
as such amounts are not material. 

Assets capitalized have an original cost of $5,000 or more and a useful life of at least two years. Depreciation has been 
calculated on each class of depreciable property using the straight-line method. Estimated useful lives are as follows: 

Buildings 25 to 50 years 
Infrastructure/improvements 15 to 50 years 
Equipment 5 to 20 years 
Water rights 50 years 
 

Estimated Claims Payable—Property, general liability, and workers’ compensation insurance coverage is accounted for in the 
Comprehensive Self Insurance Fund, an internal service fund. At year-end, the estimated settlement value of claims reported and 
of claims incurred but not reported in excess of liability insurance limits is classified as estimated claims payable. Group health 
insurance is accounted for in the Medical Self-Insurance Fund, an internal service fund. At year-end, an estimate of unpaid claims 
that were incurred prior to September 30, 2005, is accrued based on past claims experience. 

Accrued Compensated Absences—City employees earn vacation and sick leave based on length of service. Full-time employees 
earn vacation leave as outlined below: 

Hire    6.66 hours per month  Maximum 160 hours balance 

4 yrs of continuous employment 10.0 hours per month  Maximum 240 hours balance 

9 yrs of continuous employment 13.32 hours per month  Maximum 320 hours balance 

Employees reaching the maximum vacation hour balance shall cease to accrue time until the balance has been reduced below the 
maximum.  Full-time employees receive 32 hours of Bonus Vacation if the employee uses no sick leave during his/her 
anniversary year. Full-time employees  receive 16 hours of Bonus Vacation if the employee uses eight (8) or less hours of sick 
leave during his/her anniversary year. Full-time employees using more than eight (8) hours of sick leave during his/her 
anniversary year are not eligible to receive bonus vacation.  Any employee leaving the City in good standing is paid for 
accumulated vacation leave at their current pay rate. Sick leave may be accumulated from year to year, but only civil service 
employees are eligible to receive payment (for up to 90 days accumulation) upon retirement or termination.  Accordingly, no 
liability has been recorded for the accumulated sick leave of non-civil service employees.  The measurement of the liability for 
compensated absences was determined by applying a vesting method approach to accumulated vacation and sick leave balances 
at fiscal year-end and includes additional salary related payments for Social Security, Medicare and retirement contributions, in 
accordance with GASB Statement No. 16, Accounting for Compensated Absences. No liability is recorded in the fund 
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statements of governmental funds as payment of this liability will not be made with expendable available financial resources. In 
the government-wide financial statements and proprietary fund statements, the liability for employees with over 20 years of 
service is recorded as a current liability as these employees are eligible for retirement regardless of their age.  The General fund 
has been the primary funding source for payment of compensated absences to retiring or terminated employees. 

Long-Term Debt—In the government-wide financial statements, and the fund level proprietary financial statements, long-term 
debt are reported as liabilities in the applicable governmental activities, business-type activities, or proprietary fund type 
statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the 
bonds if material in amount. 

In the fund financial statements, governmental funds recognize bond premiums and discounts, as well as bond issuance costs as 
expenditures, during the current period. The face amount of debt issued is recorded as other financing sources. Issuance costs are 
reported as expenditures in the funds receiving the bond proceeds. 

Implementation of New Accounting Principles—In fiscal year 2003, the City implemented GASB Statement No. 34 (“GASB 
34”), Basic Financial Statements—Management’s Discussion and Analysis—for State and Local Governments.GASB 34 creates 
new basic financial statements for reporting the City’s financial activities. The financial statements now include government-
wide financial statements prepared on an accrual basis of accounting and fund financial statements that present information for 
individual major funds rather than by fund type. Non-major funds are presented in one column. 

As part of this Statement, there is a new reporting requirement regarding a local government’s infrastructure (streets, bridges, 
traffic signals, etc.) with required implementation for fiscal years ending after June 15, 2006. The City is in the process of 
implementing the infrastructure requirements. In FY 2002-03, the City completed an inventory and valuation of Parks and 
recreation department infrastructure assets which are recorded in the statement of net assets as of September 30, 2005.  In FY 
2005-05, the City completed an inventory and valuation of the Bridges and Signals which are recorded in the statement of net 
assets as of September 30, 2005.  The City has opted to defer implementing the reporting requirements for the remainder of the 
infrastructure assets to the following fiscal years.   

Infrastructure assets (mainly bridges and signals) and construction-in-progress were restated resulting in a prior period adjustment 
of $5,114,126 to the beginning net assets at October 1, 2005. 

Governmental activities net assets beginning as originally reported  $26,742,537 
Construction in progress             (258,701) 
Infrastructure assets-net of depreciation         5,372,827
 
Governmental activities net assets as restated October 1, 2005   $31,856,663 
 
Construction in progress in the Utility fund was restated resulting in a prior period adjustment of $103,654 to the beginning net 
assets at October 1, 2005. 
 
Utility fund net assets beginning as originally reported    $25,066,735 
Construction in progress               103,654
 
Utility fund net assets as restated October 1, 2005    $25,170,389 

 

The value of the investment in the Main Station (joint venture) at September 30, 2005 was incorrectly reported resulting in a prior 
period adjustment of $ (358,362) to the net assets of the component unit. 
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5. CAPITAL ASSETS 

 The following is a summary of the changes in capital assets for the fiscal year ended September 30, 2005:  

 Beginning 
 Balance,  Beginning 

As Originally  Balance,  Ending 
Reported Restatement  as Restated  Increases  Decreases  Balance 

Governmental activities:
   Capital assets—not being
     depreciated:
     Land 18,920,343$   -$                18,920,343$   -$                    -$                 18,920,343$      
     Construction in progress 1,666,662       (258,701)     1,407,961       633,861           1,666,663     375,159             

  Total capital assets—
      not being depreciated 20,587,005     (258,701)     20,328,304     633,861           1,666,663     19,295,502        
  
  Capital assets—being depreciated:
    Buildings 6,780,151       6,780,151       952,204           -                   7,732,355          
    Infrastructure 7,291,997       10,043,681 17,335,678   1,980,277      -                  19,315,955      
    Improvements 2,087,101       -                  2,087,101       -                      -                   2,087,101          
    Equipment 8,950,378       -                8,950,378     1,252,646      304,198        9,898,826        
  
  Total capital assets—
    being depreciated 25,109,627     10,043,681 35,153,308   4,185,127      304,198        39,034,237      
  
  Less accumulated  
    depreciation for:
    Buildings 1,939,357       -                  1,939,357       135,603           -                   2,074,960          
    Infrastructure 1,053,568       4,670,854   5,724,422       530,501           -                   6,254,923          
    Improvements 736,831          -                  736,831          102,274           -                   839,105             
    Equipment 6,379,933       -                6,379,933     774,929         300,197        6,854,665        
  
  Total accumulated 
    depreciation 10,109,689     4,670,854 14,780,543   1,543,307      300,197        16,023,653      
  
  Total capital assets—being 
    depreciated—net 14,999,938     5,372,827   20,372,765     2,641,820        4,001            23,010,584        

Governmental activities 
  capital assets—net 35,586,943$   5,114,126$ 40,701,069$  3,275,681$     1,670,664$   42,306,086$     
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The City has active construction projects as of September 30, 2005. Total accumulated commitments for ongoing capital 
projects are composed of the following: 

Governmental activities:
Drainage fees Fund 291,152$         
Street Construction Fund 1,796,901        
Parks Construction Fund 53,185             
Capital Improvements Fund 82,927             

Total governmental activities 2,224,165$      

Business-type activities:
Utility Fund 914,410$         

Total business-type activities 914,410$          
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overexpenditures were funded by greater than anticipated revenues in the case of the general and Hotel-Motel tax special 
revenue fund and by available fund balance in the Drainage fees special revenue fund. 

8. LONG-TERM DEBT 

Various types of long-term debt have been issued by the City for the acquisition and construction of major capital facilities and 
equipment as follows: 

- General obligation bonds are issued pursuant to voter authorization for infrastructure and facility projects accounted for in 
a governmental capital project fund. General obligation bonds are also issued to refund prior debt issues. The City intends 
to retire this debt, plus interest, from ad valorem taxes. 

- Certificate of obligation debt is similar to general obligation bonds in their usage and retirement but do not require voter 
authorization and are not used for refunding debt.  

Long-term bonded debt at September 30, 2005, includes the following individual issues: 

Interest Maturity Amount Due Within
Governmental Activities Rate (%) Date Outstanding One Year

General Obligation Bonds:
Series 1998 refunding and 
improvements 4.25-5.00 2/15/2013 7,495,000$            625,000$                 
Series 2001 refunding 4.40-4.70 8/15/2011 2,358,627              -                               
Series 2002 refunding 2.25-2.50 8/15/2006 1,695,000              1,695,000                

11,548,627            2,320,000                

Certificate of Obligation Bonds:

Series 1999 Tax and Waterworks 
and Sewer System Surplus Revenue 4.00-4.30 2/15/2008 1,450,000              -                               

Series 2002 Tax and Waterworks 
and Sewer System Surplus Revenue 4.55-5.00 2/15/2012 4,793,536              -                               

6,243,536              -                               

Total governmental activities long-term bonded debt 17,792,163$          2,320,000$               
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Interest Maturity Amount Due Within
Business-Like Activities Rate (%) Date Outstanding One Year

Water and Sewer Revenue Bonds:

Series 2002 Tax and Waterworks 
and Sewer System Surplus Revenue 
refunding bonds 3.25-4.55 2/15/2020 3,865,000$            125,000$                 

Total business-like activities long-term debt 3,865,000              125,000                   

Net long-term bonded debt 21,657,163$          2,445,000$              

Interest Maturity Amount Due Within
DCEDC Rate (%) Date Outstanding One Year

Sales tax revenue bonds:
Series 1998 4.10-5.00 2/15/2020 3,735,000$            360,000$                 
Series 2000 Taxable 7.50-8.20 8/15/2025 7,345,000              215,000                   

Total DCEDC 11,080,000$          575,000$                 
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Annual debt service requirements to maturity for long-term bonded debt are as follows: 

 

Year Ending 
September 30 Principal Interest Principal Interest Principal Interest

2006 2,320,000 443,071 125,000 150,687 575,000 775,002

2007 2,455,000 342,313 130,000 146,543 610,000 742,678

2008 2,595,000 245,163 235,000 140,611 655,000 707,900

2009 2,311,273 530,315 240,000 132,892 680,000 673,915

2010 2,325,872 514,823 250,000 124,617 705,000 638,175
2011-2015 4,859,374 2,458,526 1,405,000 470,476 2,410,000 2,656,710

2016-2020 -                            -                         1,480,000 149,855 2,195,000 1,899,940

2021-2025 -                            -                         -                          -                        3,250,000            841,320                

Total 16,866,519$         4,534,211$         3,865,000$         1,315,681$        11,080,000$        8,935,640$           
Accreted
 Interest 925,644                

Total 17,792,163$         

Governmental Activities Business-Type Activities DCEDC
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Long-term liability activity for the year ended September 30, 2005, was as follows: 

Beginning Ending Due Within
Balance Additions Reductions Balance One Year

as restated
Governmental activities:
  Bonds payable:
  General obligation bonds 13,698,006$     105,621$           2,255,000$       11,548,627$      2,320,000$      
  Certificates of obligation 6,050,307         193,229             -                        6,243,536          -                      

Total  bonds payable 19,748,313       298,851             2,255,000         17,792,163        2,320,000        

Accrued compensated absences 2,659,903         116,959             -                        2,776,862          92,360             
Arbitrage rebate liability 7,867                -                        6,343                1,524                 -                      

Total governmental activities 22,416,083       415,810             2,261,343         20,570,549        2,412,360        

Business-type activities:
  Bonds payable:

Series 2002 Tax and Waterworks 
and Sewer system Surplus 
Revenue refunding bonds 3,985,000         -                        120,000            3,865,000          125,000           

Total bonds payable 3,985,000         -                        120,000            3,865,000          125,000           

Accrued compensated absences 55,266              10,519               5,650                60,135               -                      

Total business-like activities 4,040,266         10,519               125,650            3,925,135          125,000           

Total long-term liabilities 26,456,349$     426,329$           2,386,993$       24,495,684$      2,537,360$      

DCEDC:
 Bonds payable:
  Revenue bonds-Sales tax 11,625,000       -                        545,000            11,080,000        575,000           

Total long-term liabilities 11,625,000$     -$                      545,000$          11,080,000$      575,000$          
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9. RETIREMENT PLAN 

Plan Description—The City provides pension benefits for all of its full-time employees through a nontraditional, joint 
contributory, hybrid defined benefit plan in the statewide Texas Municipal Retirement System (“TMRS”), one of 801 
administered by TMRS, an agent multiple-employer public employee retirement system. TMRS issues a publicly available 
financial report that includes financial statements and required supplementary information for TMRS. That report may be 
obtained by writing TMRS, P.O. Box 149153, Austin, Texas, 78714-9153 or by calling 800-924-8677. 

Benefits depend upon the sum of the employee’s contributions to the plan, with interest, and the City-financed monetary credits, 
with interest. At the date the plan began, the City granted monetary credits for service rendered before the plan began of a 
theoretical amount equal to two times what would have been contributed by the employee, with interest, prior to establishment 
of the plan. Monetary credits for service since the plan began are 200% of the employee’s accumulated contributions. In 
addition, the City can grant as often as annually another type of monetary credit referred to as an updated service credit which is 
a theoretical amount which, when added to the employee’s accumulated contributions and the monetary credits for service since 
the plan began, would be the total monetary credits and employee contributions accumulated with interest if the current 
employee contribution rate and City matching percent had always been in existence and if the employee’s salary had always 
been the average of his salary in the last three years that are one year before the effective date. At retirement, the benefit is 
calculated as if the sum of the employee’s accumulated contributions with interest and the employer-financed monetary credits 
with interest were used to purchase an annuity. 

The plan provisions are adopted by the governing body of the City, within the options available in the state statutes governing 
TMRS and within the actuarial constraints also in the statutes.  

Plan provisions for the City were as follows: 

Deposit rate  7% 
Matching ratio (city to employee)  2 to 1 
A member is vested after  5 years 

Members can retire at certain ages, based on the years of service with the City. The Service Retirement Eligibilities for the City 
are: age 60 or higher with 5 or more years of service and at any age with 20 or more years of service. 

Contributions—Under the state law governing TMRS, the actuary annually determines the City contribution rate. This rate 
consists of the normal cost contribution rate and the prior service contribution rate, both of which are calculated to be a level 
percent of payroll from year to year. The normal cost contribution rate finances the currently accruing monetary credits due to 
the City matching percent, which are the obligation of the City as of an employee’s retirement date, not at the time the 
employee’s contributions are made. The normal cost contribution rate is the actuarially determined percent of payroll necessary 
to satisfy the obligation of the City to each employee at the time his/her retirement becomes effective. The prior service 
contribution rate amortizes the unfunded actuarial liability over the remainder of the plan’s 25-year amortization period. The 
unit credit actuarial cost method is used for determining the City contribution rate. Contributions are made monthly by both the 
employees and the City. Since the City needs to know its contribution rate in advance for budgetary purposes, there is a one-year 
delay between the actuarial valuation that is the basis for the rate and the calendar year when the rate goes into effect (i.e., 
December 31, 2004, valuation is effective for rates beginning January 2006). 

Annual Pension Cost—For fiscal year 2005, the City’s annual pension cost of $1,653,619 was equal to the City’s required and 
actual contributions. The required contribution was determined as part of the December 31, 2004, actuarial valuation using the 
unit credit actuarial cost method. The actuarial assumptions included (a) 7% investment rate of return (net of administrative 
expenses), (b) no projected salary increases, (c) no cost of living adjustment and (d) 3.5% inflation rate adjustment. The actuarial 
value of assets is amortized cost. The City’s unfunded actuarial accrued liability is being amortized over a 25-year open period 
as a level percentage of payroll. 
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Current Year
Beginning Claims and Balance at

of Fiscal Year Changes in Claim Fiscal
 Liability  Estimates  Payments  Year-End 

Medical Self-Insurance Fund
2004 152,400$               1,821,893$            (1,825,152)$         149,141$              
2005 149,141                 1,440,809              (1,449,951)           139,999                

Comprehensive Self-Insurance Fund
2004 116,449$               310,957$               (171,732)$            255,674$              
2005 255,674                 19,278                   (170,814)              104,138                 

 
Accrued liabilities include provisions for claims reported and claims incurred but not reported.  The provision for reported 
claims is determined by estimating the amount, which will ultimately be paid each claimant.  The provision for claims incurred 
but not yet reported is estimated based on City experience since the inception of the program. 
 
Premium payments are reported as quasi-external interfund transactions; accordingly, they are treated as operating revenues of 
the Self-Insurance Internal Service Funds and operating expenditures/expenses of the participating funds. 

 

12. POSTEMPLOYMENT BENEFITS 

In addition to the pension benefits described in Note 9, the City makes postretirement health care benefits available to all 
employees who retire from the City and their dependents.  These benefits are provided to the retired employee under the same 
plan as active employees in accordance with State law.  The retiree pays premiums for the retiree and dependents monthly.  
During fiscal year ended 2005, $185,112 in claims were paid on retirees covered under the plan. 

 

13. CONTINGENT LIABILITIES 

Pending Litigation—In the opinion of the City’s management, there are no pending litigations at September 30, 2005. 

Arbitrage Rebate Requirement—The Tax Reform Act of 1986 imposes a rebate requirement with respect to certain bonds 
issued by the City. Under this requirement, an amount equal to the sum of (a) the excess of the aggregate amount earned on all 
investments over the amount that would have been earned if all investments were invested at a rate equal to the yield on the 
bonds and (b) any income earned on the excess described in (a) is required to be rebated to the United States Treasury, in order 
for the interest on the bonds to be excluded from federal taxation. Regulations implementing the rebate requirement were 
released by the Internal Revenue Service on May 12, 1989.  

Grant Audit—The City receives federal and state grants for specific purposes that are subject to review and audit by federal and 
state agencies. Such audits could result in a request for reimbursement by the federal and state agencies for expenditures 
disallowed under the terms and conditions of the appropriate agency.  In the opinion of City management, such disallowances, if 
any, will not be significant to the City’s financial statements. 
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14.  REGIONAL DISPATCH CENTER 

The City entered into an annually renewable Interlocal Cooperation agreement with the Cities of DeSoto and Cedar Hill 
(“participating cities”) on August 10, 1999 to establish a Regional Public Safety Dispatch and Alarm Monitoring Facility 
(“center”).  The Center provides police, fire and emergency medical service communications to participating cities.  The 
Center’s Management Committee is comprised of each of the participating cities’ City Manager or their designee.  The City has 
a one-third (1/3) share in the equity of the Center, which qualifies as a joint venture and is accounted for in the government-wide 
statement of net assets.  The value of the City’s share in the equity of the facility as of September 30, 2005 is $382,928.  The 
financial statements of the Center can be obtained by contacting: City of DeSoto Finance Department, 211 E. Pleasant Run Rd., 
DeSoto, TX 75115. 

 

15. REGIONAL ANIMAL CONTROL SHELTER 

The City entered into an annually renewable Interlocal Cooperation agreement with the Cities of DeSoto and Cedar Hill on 
September 3, 1991 to establish a Regional Animal Control Shelter facility (“facility”).  The facility’s Management Committee is 
comprised of each of the participating cities’ City Manager or their designee.    The City has a one-third (1/3) share in the equity 
of the facility, which qualifies as a joint venture and is accounted for in the government-wide statement of net assets. The value 
of the City’s share in the equity of the facility as of September 30, 2005 is $198,063.  The financial statements of the facility can 
be obtained by contacting: City of Cedar Hill Finance Department, P.O. Box 96, Cedar Hill, TX 75106-0096. 

 
16. DUNCANVILLE INDEPENDENT SCHOOL DISTRICT TECHNOLOGY CENTER 

The City entered into a seven year operating lease as lessor with the Duncanville Independent School District (D.I.S.D) on April 
22, 2002 for a City building to be used by the D.I.S.D. as a Technology Center.  The monthly rent amount is $7,000, but the 
D.I.S.D. would receive rent credit for any permanent improvements and fixtures costing over $500.  As at September 30, 2005, 
the D.I.S.D. has expended $492,496 on improvements and fixtures, which is recorded in the government-wide statement of net 
assets.  The net outstanding rent credit as of September 30, 2005 of $211,068 is recorded as deferred revenue in the statement of 
net assets. 

 

17. STAR CENTER  

The DCEDC entered into a twenty five year operating lease as lessor with the Dallas Stars Ltd. on January 31, 2000 for a 
DCEDC constructed two story community-style recreational ice skating facility consisting of two ice surfaces, locker room 
facilities, concession area, meeting rooms and retail store, comprising approximately 96,000 square feet.  The base annual rental 
amount is seven hundred and ninety two thousand dollars ($792,000), which will increase by twelve thousand dollars annually 
every other year. 
 

18. LOAN TO DCEDC 

The City and DCEDC entered into a loan agreement on January 18, 2005 whereby the City would loan the DCEDC $500,000.  
This loan would be at 3% annual interest rate and will be repaid on an annual basis payment of the Economic Development 
Sales Tax over the next five years.  The first payment will be October 1, 2007 and the remaining payments are due October 1 of 
the succeeding years.  Proceeds from the loan would be used for infrastructure improvements for a planned development at the 
southeast corner of S. Main Street and E. Highway 67 by Paramount Investment Corporation. 

 

End of Notes to Basic Financial Statements. 



 
 

City of Duncanville, Texas

Required Supplementary Information
Texas Municipal Retirement System (TMRS) -
Analysis of Funding Progress
Last Three Fiscal Years

UAAL as
Actuarial Actuarial Unfunded Annual a Percent

As of Value of Accrued Actuarial Accrued Funded Covered of Covered
12/31 Assets Liability (AAL) Liability (UAAL) Ratio Payroll Payroll

2002 40,096,818$   47,065,054$   6,968,236$   85.2 % 10,989,239$  63.4 %
2003 44,012,917     52,574,878     8,561,961     83.7 % 11,492,597    74.5 %
2004 44,456,019     53,317,211     8,861,192     83.4 % 11,225,031    78.9 %

Source:  Texas Municipal Retirement System Comprehensive Annual Financial Reports.

NOTES:
Trend data presented is based on the fiscal year of the Texas Municipal Retirement System,
which ends December 31.  
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CITY OF DUNCANVILLE, TEXAS 
 

INTERNAL SERVICE FUNDS
 
 
 
Internal Service Funds are used to account for financing of services provided by one department to other departments of the City on a 
cost-reimbursement basis.  The Internal Service Funds are members of the proprietary fund category, and as such, are accounted for on the 
accrual basis of accounting.  There are three funds within the Internal Service Funds: 
 
Fleet Replacement Fund – To account for the financing and expenditures related to the purchase of fleet and equipment. 
 
Medical Self-Insurance Fund - This fund is used to account for the costs associated with the medical, dental, and life insurance program 
established for City employees and their covered dependents. 

 
Comprehensive Self-Insurance Fund - This fund is used to account for the costs associated with the general liability, property and casualty, 
and workers' compensation self-insurance program established by the City. 
 
 





CITY OF DUNCANVILLE, TEXAS

INTERNAL SERVICE FUNDS
COMBINING STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET ASSETS
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Fleet Medical Comprehensive
Replacement Self-Insurance Self-Insurance Total

OPERATING REVENUES:
   Premiums and charges for services $ 478,769           $ 1,872,991         $ 364,880        $ 2,716,640     
   Other -                      179,805            -                    179,805        

          Total operating revenues 478,769           2,052,796         364,880        2,896,445     

OPERATING EXPENSES:
   Claims and provision -                      1,440,809         19,278          1,460,087     
   Administrative and fiscal -                      454,219            233,568        687,787        
   Depreciation 462,455           -                       -                    462,455        

          Total operating expenses 462,455           1,895,028         252,846        2,610,329     

OPERATING INCOME (LOSS) 16,314             157,768            112,034        286,116        

NON-OPERATING REVENUES:
   Gain/Loss on sale of fixed assets 76,067             -                       -                    76,067          
   Interest income 35,538             11,262              2,046            48,846          

          Total non-operating revenue 111,605           11,262              2,046            124,913        

INCOME (LOSS) 127,919           169,030            114,080        411,029        

CHANGE IN NET ASSETS 127,919           169,030            114,080        411,029        

TOTAL NET ASSETS BEGINNING 2,653,602      184,565          45,866          2,884,033   

T0TAL NET ASSETS-ENDING $ 2,781,521      $ 353,595          $ 159,946        $ 3,295,062   
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CITY OF DUNCANVILLE, TEXAS 
 

COMPONENT UNIT COMBINING FINANCIAL STATEMENTS
 
 
 
 
 
 
Component unit of the City consists of the Duncanville Community and Economic Development Corporation (DCEDC).  On January 21, 
1995, a special election was held and voters approved two separate sales tax provisions, one of which was the adoption of an additional 
sales and use tax at the rate of ½% to be used for the construction, renovation and operation of municipal buildings, the acquisition and 
improvement of parks as well as for the promotion and expansion of manufacturing and industrial facilities, and other economic 
development purposes.  As a result, the City created the DCEDC to administer these funds. The DCEDC was incorporated on April 28, 
1995 as a nonprofit industrial development corporation under the Development Corporation Act of 1979 ("Act").  The DCEDC operates 
under a seven member Board of Directors appointed by the City Council.  Each of the directors should be a resident of the City.  No more 
than four members can be members of the City Council, officials of the City, or City employees.  The Corporation is organized exclusively 
for the purposes of benefiting and accomplishing public purposes of and to act on behalf of, the City, and the specific purposes for which 
the Corporation is organized.   





CITY OF DUNCANVILLE, TEXAS

DUNCANVILLE COMMUNITY ECONOMIC DEVELOPMENT CORPORATION
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
FOR THE YEAR ENDED SEPTEMBER 30, 2005

Special Capital
Revenue Projects Total

REVENUES:

   Sales taxes $ 1,622,668     $ -                       $ 1,622,668         
   Interest 27,509          18                    27,527              
   Rental and other 815,798        -                       815,798            

          Total revenues 2,465,975     18                    2,465,993         

EXPENDITURES:

   General government 589,083        -                       589,083            
   Special purposes - promotional 445,037        -                       445,037            
   Debt service-
      Principal retirement 545,000        -                       545,000            
      Interest and fiscal charges 809,254        -                       809,254            
   Capital outlay 100,000        -                       100,000            

          Total expenditures 2,488,374     -                       2,488,374         

EXCESS (DEFICIENCY) OF REVENUES 
OVER EXPENDITURES (22,399)         18                    (22,381)             

OTHER FINANCING SOURCES (USES)
  Loan proceeds 500,000        -                       500,000            

           Total other financing sources (uses) 500,000        -                       500,000            

NET CHANGE IN FUND BALANCE 477,601        18                    477,619            

FUND BALANCE, beginning of year 1,195,433     10                    1,195,443         

FUND BALANCE, end of year $ 1,673,034   $ 28                   $ 1,673,062       
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