CITY OF CEDAR HILL, TEXAS

COMPREHENSIVE ANNUAL FINANCIAL REPORT
YEAR ENDED SEPTEMBER 30, 2009

Prepared by the
CITY OF CEDAR HILL
FINANCE DEPARTMENT

Hardy Browder, Director
Kim Johnson, Accounting Manager

CITY COUNCIL

Robert K. Franke, Mayor

Cory Spillman, Mayor Pro Tem Wade Emmert, Council Member
Makia Epie, Council Member Daniel C. Haydin Jr., Council Member
Chris Parvin, Council Member Clifford R. Shaw, Council Member

CITY MANAGER

Alan E. Sims



3 3

CEDAR HILL



City of Cedar Hill
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE YEAR ENDED SEPTEMBER 30, 2009
TABLE OF CONTENTS
Exhibit Page
. INTRODUCTORY SECTION (Unaudited)

Transmittal Letter i

Certificate of Achievement Vi
Organizational Chart vii
List of Principal Officials viii

II. FINANCIAL SECTION
Independent Auditor’s Report 1
A. MANAGEMENT'S DISCUSSION AND ANALYSIS (Unaudited) 3
B. BASIC FINANCIAL STATEMENTS:
Government-Wide Financial Statements:
Statement of Net Assets A-1 13
Statement of Activities A-2 14

Fund Financial Statements:

Governmental Fund Financial Statements

Balance Sheet B-1 16
Reconciliation of the Governmental Funds Balance Sheet

to the Statement of Net Assets B-2 18
Statement of Revenues, Expenditures, and Changes in Fund Balances B-3 19
Reconciliation of the Governmental Funds Statement of Revenues, Expenditures

and Changes in Fund Balances to the Statement of Activities B-4 21

Proprietary Fund Financial Statements

Statement of Net Assets C-1 22
Statement of Revenues, Expenses, and Changes in Fund Net Assets C-2 23
Statement of Cash Flows C-3 24

Fiduciary Fund Financial Statements

Statement of Fiduciary Net Assets D-1 26
Statement of Changes in Fiduciary Fund Net Assets D-2 27
Notes to the Basic Financial Statements 28

C. REQUIRED SUPPLEMENTARY INFORMATION (Unaudited):

Texas Municipal Retirement System- Schedule of Pension Funding Progress E-1 60
Reserve Police Department Plan - Schedule of Pension Funding Progress E-2 61
Schedule of Cedar Hill Employees Other Post Employment Benefit Plan

Analysis of Funding Progress E-3 62
Budgetary Comparison Schedules:

General Fund E-4 63

Joe Pool Fund E-5 64

Notes to Required Supplementary Information 65



City of Cedar Hill
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE YEAR ENDED SEPTEMBER 30, 2009

TABLE OF CONTENTS (Continued)
Exhibit Page
D. COMBINING AND INDIVIDUAL FUND FINANCIAL STATEMENTS AND SCHEDULES:
Nonmajor Governmental Funds:
Combining Balance Sheet F-1 66

Combining Statement of Revenues, Expenditures, and Changes in Fund Balances F-2 70

Budgetary Comparison Schedules:

Budgetary Comparison Schedule - Debt Service Fund G-1 74
Budgetary Comparison Schedule - Police Forfeiture Special Revenue Fund G-2 75
Budgetary Comparison Schedule - Municipal Court Special Revenue Fund G-3 76
Budgetary Comparison Schedule - Hotel Occupancy Special Revenue Fund G-4 77
Budgetary Comparison Schedule - Library Special Revenue Fund G-5 78
Budgetary Comparison Schedule - Community Development Block Grant
Special Revenue Fund G-6 79
Budgetary Comparison Schedule - High Pointe Public Improvement District
Special Revenue Fund G-7 80
Budgetary Comparison Schedule - Waterford Oaks Public Improvement District
Special Revenue Fund G-8 81
Budgetary Comparison Schedule - Disaster Relief Special Revenue Fund G-9 82
Budgetary Comparison Schedule - Traffic Safety Special Revenue Fund G-10 83
Budgetary Comparison Schedule - Landscape Beautification
Special Revenue Fund G-11 84
Ill. STATISTICAL SECTION (Unaudited) Table
Net Assets By Component - Last Seven Fiscal Years 1 85
Changes in Net Assets - Last Seven Fiscal Years 2 87
Fund Balances, Governmental Funds - Last Seven Fiscal Years 3 89
Changes in Fund Balances, Governmental Funds - Last Seven Fiscal Years 4 90
Assessed Value and Estimated Actual Value of Taxable Property - Last Ten Fiscal Years 5 92
Direct and Overlapping Property Tax Rates - Last Ten Fiscal Years 6 93
Principal Property Tax Payers - Current Year and Nine Years Ago 7 95
Property Tax Levies and Collections - Last Five Fiscal Years 8 96
Ratios of Outstanding Debt By Type - Last Ten Fiscal Years 9 97
Ratios of Net General Bonded Debt Outstanding - Last Ten Fiscal Years 10 98
Direct and Overlapping Governmental Activities Debt - September 30, 2009 11 99
Legal Debt Margin Information 12 100
Pledged-Revenue Coverage - Last Ten Fiscal Years 13 101
Demographic and Economic Statistics - Last Ten Fiscal Years 14 102
Principal Employers - Current Year and Nine Years Ago 15 103
Full-Time Equivalent City Government Employees By Function/Program - Last Ten Fiscal Years 16 104
Operating Indicators By Function/Program - Last Ten Fiscal Years 17 105

Capital Asset Statistics By Function/Program - Last Ten Fiscal Years 18 107



INTRODUCTORY SECTION



CEDAR HILL






Board. Based upon these criteria, the Community Development Corporation and the Economic
Development Corporation are included as discretely presented component units.

THE CITY OF CEDAR HILL

Cedar Hill, the oldest organized community in Dallas County, has grown from a small rural town
of 6,850 in 1980 to a suburban city with approximately 45,000 in 2008. The City of Cedar Hill is
located on U.S. Highway 67, in the southwest quadrant of Dallas County and a small portion of
northern Ellis County. The City covers an area of 36 square miles and is approximately 18 miles
from downtown Dallas. With easy access to 1-20 and 1-35 from U.S. Highway 67, Cedar Hill is
home to many residents who commute to and from employment in the Dallas-Fort Worth
(“D/FW”) metropolitan area. One of the City’s most visited attractions, Joe Pool Lake, offers
7,500 acres of water for fishing, sailing and waterskiing, drawing visitors from all over the United
States. Adjoining Joe Pool Lake is Cedar Hill State Park, which offers more than 1,800 acres of
parkland, draws approximately 275,000 visitors and is the second most visited state park.
Cedar Hill also has 30 City parks on approximately 686 acres of parkland. Park facilities include
a recreation center, a senior center, softball fields, baseball fields, soccer fields, tennis courts, a
municipal swimming pool, football fields, playground equipment, picnic pavilions, basketball
courts, an amphitheatre, fishing ponds, paved trails and nature preserves. This variety of
amenities is an asset to our community and a point of character and identity, adding to the
charm of Cedar Hill. The inclusion of neighborhood parks and the preservation of green space
will remain a priority as the City expands.

ECONOMIC CONDITION AND OUTLOOK

The City’s economy continues to remain strong despite the challenges facing the national
economy. Being situated in Texas and the DFW Metroplex in particular has meant the City of
Cedar Hill is in a preferred position. Although the pace of growth has slowed somewhat, Cedar
Hill continues to experience commercial development. In 2009 there were 174 commercial
certificates of occupancy awarded in Cedar Hill and there were 452 building permits issued with
a total valuation of $25,935,312.

The retail market remains strong in Cedar Hill. Uptown Village at Cedar Hill opened in March of
2008 with 800,000 square feet of retail and office space, including an interactive water fountain
and open area for concerts and public events. Currently, the center is over 85% occupied.
Additional restaurant space has been constructed over and above the original opening space.
This has meant a succession of store openings all through 2008 and 2009. Old Navy, a new
tenant in the center, won a national award given by Gap, Inc. for increased December sales in
2009. Bailey’s Prime Plus Steak House opened in Uptown Village in the spring of 2009. The
only restaurant of its quality in the southern sector of Dallas County, Bailey’s draws customers
from a wide area.

Sprouts Farmer's Market occupied second generation space vacated when Barnes and Noble
Booksellers moved to a larger site. Babes Chicken Dinnerhouse, a popular regional chain
restaurant, opened in the Historic Downtown to rave reviews.

New office space continues to open in the City. In 2007, a 25,000 square foot building by
Methodist Health Group opened and in 2008 a 12,000 square foot office building anchored by
Baylor Health Group opened. In 2009, Sandler Southwest completed construction of a 70,000
square foot Class A office building which includes space for a restaurant. Carter Blood Care has
opened offices in Cedar Hill.



La Quinta opened a 60 room hotel in 2008 and Holiday Inn Express opened a 70 room hotel in
20009.

The Cedar Hill Government Center opened in July of 2008 with much fanfare. The only
cooperative venture of its kind in the State of Texas, melding City Offices, ISD Administration
and City Police with cutting edge architecture, it has 115,000 square feet of offices, meeting
space, courtrooms and council chambers.

Northwood University is not only expanding the dorm and classroom space on campus, it is also
expanding programs. In the fall of 2009, the University began offering an MBA program; its first
graduate program. Additionally, the University of Phoenix opened a campus in the office space
located in Uptown Village.

Metals Supply opened during 2009 in the business park owned and managed by the Cedar Hill
Economic Development Corporation. This facility has 80,000 square feet under roof with 75,000
square feet outdoor crane served, and will provide 30 new jobs. It will prove to be an economic
generator.

Opportunity for growth continues to exist, as the City is approximately 50% developed.

The fiscal year 2010 budget was developed based upon a decrease in taxable assessed
valuation of 6.08%. This significant decline resulted from the nationwide decline in real estate
values caused by the recession. The property tax rate remained at 64.14 cents per $100
valuation for the ninth consecutive year. The budget also included anticipated growth in sales
tax of 7.1%. The deteriorating national economic conditions lead to reduced sales tax receipts
during the 2009 fiscal year. Expenditure budgets have been adjusted to reflect the decline in
revenues.

The City continues to remain financially strong and stable by adjusting expenditures to available
revenues.

The City continues to improve its facilities and street infrastructure. A bond election approving
$60 million for new projects was approved by the voters in September 2003. The City issued
$51.39 million in debt since fiscal year 2004, including $6.59 million in February 2008, and an
additional $7.5 million in October 2008 to fund street projects. The City continued its facility
program by issuing $1.6 million in debt in October, 2007 for a jointly funded fire station with the
City of Grand Prairie and $2 million in debt in February 2008 to fund a new animal shelter jointly
funded with the cities of DeSoto and Duncanville. The City also issued $3 million in Water and
Sewer Revenue Bonds in October, 2008, for the construction of water and wastewater
infrastructure.

FINANCIAL PLANNING AND FISCAL POLICIES

The City continues to update several master plans to guide the City’s long-term growth and
financial planning. Significant master planning activity includes: 1) comprehensive land use and
thoroughfare plan, 2) a water system master plan, 3) a sewer system master plan, 4) a parks
master plan, 5) a library master plan, 6) a transit oriented development-city center plan, and 7) a
strategic plan for the Economic Development Corporation. Utilizing these plans, the City
annually updates a five-year capital improvement plan, including the timing and amounts of debt
to be issued to fund the plan.
1l



The City also maintains a police department staffing plan and a fire department staffing plan.
The City completes a benchmarking survey of budgets, staffing and selected activity
measurements of thirteen similar cities as part of the annual budget process. These plans and
the survey are used as an aid in determining budget allocations to the various departments and
activities of the City.

The City’s fiscal management policies require minimum fund balances for numerous funds.
Each of the funds with minimum fund balance requirements meets or exceeds these
requirements. There were no significant impacts on the current year’s operations as a result of
the fiscal management policies.

ACCOUNTING SYSTEM AND BUDGETARY CONTROL

City management 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.
Management must also ensure that adequate accounting data is compiled to allow for the
preparation of financial statements in conformity with GAAP. 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.

The City’s accounting records for general governmental operations are maintained on a
modified accrual basis, with revenues recognized when measurable and available, and
expenditures recorded when the liability is incurred. Proprietary operations are maintained on a
full accrual basis.

The objective of budgetary controls is to ensure compliance with legal provisions contained in
the annual budget approved by the City Council. Activities of the general fund, special revenue
funds and debt service fund are included in the annual budget. The budget is developed and
controlled at the department level, although appropriations are set at the fund level; and
encumbrances are entered at the time a purchase order is issued. Outstanding encumbrances
lapse at fiscal year end and the subsequent year’s budget must absorb the expenditures when
incurred. Separate multi-year budgets are developed for the capital project funds.

OTHER INFORMATION

Independent Audit:

The City Charter requires an annual audit of the books of account, financial records, and
transactions of all administrative departments of the City. The City Charter specifies that such
audit be conducted by independent auditors selected by the City Council. Weaver and Tidwell,
LLP was selected by the City Council to conduct this year's audit. The independent auditors'
report on the basic financial statements is included in the financial section of this report.

Certificate of Achievement:

The GFOA awarded a Certificate of Achievement for Excellence in Financial Reporting to the
City of Cedar Hill for its comprehensive annual financial report (CAFR) for the fiscal year ended
September 30, 2008. The Certificate of Achievement is a prestigious national award that

iv



recognizes 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 CAFR, whose contents conform to program standards. Such
CAFR must satisfy both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year. The City has received the
Certificate of Achievement for nineteen years consecutively (fiscal years ended 1990 - 2008).
We believe our current report continues to conform to the Certificate of Achievement program
requirements, and are submitting the 2009 CAFR to the GFOA.
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INDEPENDENT AUDITOR’S REPORT

Members of the City Council
City of Cedar Hill, Texas

We have audited the accompanying financial statements of the governmental activities,
business-type activities, the aggregate discretely presented component units, each major fund,
and the aggregate remaining fund information of the City of Cedar Hill (the City) as of and for
the year ended September 30, 2009, which collectively comprise the City’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of
the City's administration. Our responsibility is to express opinions on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
basic financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the basic financial statements.
An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall basic financial statement presentation. We
believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City as of September 30, 2009, and the respective changes in
financial position and the cash flows, where applicable, thereof, for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
March 25, 2010, on our consideration of the City's internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of the testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

The accompanying management's discussion and analysis (on pages 3 through 12) and the
Texas Municipal Retirement System Analysis of Funding Progress, Reserve Police Department
Plan - Schedule of Pension Funding Progress, Budgetary Comparison Schedule-General Fund
and Budgetary Comparison Schedule-Joe Pool Fund (on pages 60 thru 65) are not a required
part of the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board.

AN INDEPENDENT WEAVER AND TIDWELL LLP DALLAS
MEMBER OF BAKER TILLY CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS 12221 MERIT DRIVE, SUITE 1400, DALLAS, TX 75251
INTERNATIONAL WWW.WEAVERLLP.COM P:(972) 490 1970 F:(972) 702 8321



City of Cedar Hill, Texas
March 25, 2010

Page 2

We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, we did not audit the information and express no opinion
on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City of Cedar Hill’'s basic financial statements. The introductory
section, combining and individual non-major fund financial statements, schedules and statistical
tables listed in the table of contents are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The combining, individual non-major fund
financial statements and the budgetary comparison schedules have been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are
fairly stated, in all material respects in relation to the basic financial statements taken as a
whole. The introductory section and statistical tables have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we express
no opinion on them.

Lamen arnd) Lot LLL
WEAVER AND TIDWELL, L.L.P.

Dallas, Texas
March 25, 2010



CITY OF CEDAR HILL, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FISCAL YEAR ENDED SEPTEMBER 30, 2009

The City of Cedar Hill offers readers of the City’s financial statements this narrative overview
and analysis of the financial activities of the City for the fiscal year ended September 30, 2009.
We would like to encourage readers to consider the information presented here in conjunction
with additional information that we have furnished in our letter of transmittal, which can be found
in the introductory section of this report.

FINANCIAL HIGHLIGHTS

e The assets of the City of Cedar Hill exceeded its liabilities at the close of the fiscal year
ended September 30, 2009, by $155,468,488 (net assets). Of this amount, $45,773,001
(unrestricted net assets) may be used to meet the government’s ongoing obligations to
citizens and creditors in accordance with the City’s fund designation and fiscal policies.

e The City of Cedar Hill's total net assets decreased by $2,920,499. This decrease in net
assets can be attributed to the depreciation recorded on City assets versus the amount of
new assets added.

e As of September 30, 2009, the City’s governmental funds reported combined ending fund
balances of $76,901,241. $67,140,157 of this fund balance is subject to various
commitments. Approximately 13% of this amount or $9,761,084 is unreserved and
available for use within the City’s designation and policies.

e At the end of the fiscal year on September 30, 2009, unreserved fund balance for the
general fund was $7,910,030 or 28% of the total general fund expenditures. The fund
balance of the general fund increased $238,774. The increase is due to expenditure
reductions by the operating departments in response to the economic downturn.

e The Joe Pool Fund’s fund balance increased by $2,768,353, resulting from transfers from
the Water and Sewer Fund of $1,800,000 and General Fund of $50,000 and interest
earnings on investments of $918,353. This fund is dedicated to accumulating resources to
retire the amount due for the water rights to Joe Pool Lake.

e The City issued the following debt during the fiscal year: $7,500,000 in General Obligation
Bonds for street improvements. In addition the City issued $3,000,000 of Water and Sewer
Revenue Bonds for water and sewer infrastructure projects.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City of Cedar Hill's
basic financial statements. The City of Cedar Hill's basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial statements, and
3) notes to the financial statements. This report also contains other supplementary information
in addition to the basic financial statements themselves.



CITY OF CEDAR HILL, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FISCAL YEAR ENDED SEPTEMBER 30, 2009

Government-Wide Financial Statements—The government-wide financial statements are
intended to provide readers with a broad overview of the City of Cedar Hill’'s finances, in a
manner similar to a private-sector business. The Statement of Net Assets presents information
on all of the City’s assets and liabilities, with the difference between the two reported as net
assets. Over time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the City is improving or deteriorating. The Statement of Net
Assets combines and consolidates government funds’ current financial resources (short-term
spendable resources) with capital assets and long-term obligations. Other non-financial factors
should also be taken into consideration, such as changes in the City’s property tax base, sales
tax receipts and the condition of the City’s infrastructure (i.e. roads, drainage improvements,
storm and sewer lines, etc.) to assess the overall health or financial condition of the City. The
Statement of Activities presents information showing how the City’s net assets changed during
the fiscal year. All of the current year's revenues and expenses are taken into account
regardless of when cash is received or paid. Thus, revenues and expenses are reported in this
statement for some items that will only result in cash flows in future fiscal periods (e.g.,
uncollected taxes and earned but unused compensated absences). Both of the government-
wide financial statements are prepared utilizing the accrual basis of accounting.

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

e  Governmental Activities—Most of the City’s basic services are reported here, including the
police, fire, libraries, planning and zoning, parks and recreation and streets. Property taxes,
sales taxes and franchise fees finance most of these activities.

e Business-Type Activities—The City charges a fee to customers to help cover all or most of
the cost of the services it provides. The City’s water and sewer system is reported here.

e Component Units—The City's Community Development Corporation and Economic
Development Corporation are reported as component units. Although legally separate, the
component units are important because the City is financially accountable for them.
Complete financial statements for each of the individual component units may be obtained
at the City’s administrative offices.

The government-wide financial statements can be found on pages 13-15 of this report.

Fund Financial Statements—A fund is a grouping of related accounts 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 show compliance with
finance-related legal requirements. Some funds are required to be established by state law and
by bond covenants. The funds of the City can be classified into three categories - governmental
funds, proprietary funds and fiduciary funds.

Governmental Funds—Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
Unlike the government-wide financial statements, governmental fund financial statements focus
on how money flows into and out of those funds and the balances left at the end of the fiscal
year. The governmental fund statements provide a detailed short-term view of the City’s general



CITY OF CEDAR HILL, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FISCAL YEAR ENDED SEPTEMBER 30, 2009

government operations and the basic services it provides. By comparing information presented
for governmental funds with the governmental activities in the government-wide statements,
readers may better understand the long-term impact of the government’s near-term financing
decisions. The governmental funds’ balance sheet and the governmental fund statement of
revenues, expenditures, and changes in the fund balances provide a reconciliation to facilitate
the comparison between the governmental funds and the governmental activities.

The City maintains twenty-two governmental funds. Information is presented separately for the
City’s major funds in the governmental fund balance sheet and in the governmental fund
statement of revenues, expenditures and changes in fund balances for the General Fund, Debt
Service Fund, Joe Pool Fund, General Obligation Bond Fund and Capital Recovery Fund, which
are considered major funds. Data from the remaining seventeen funds are combined into a
single, aggregated presentation. Individual fund data for each of these non-major funds is
provided in the form of combining statements elsewhere in this report.

The basic governmental fund financial statements can be found on pages 16-21 of this report.

Proprietary Funds—The City of Cedar Hill maintains two types of proprietary funds: enterprise
funds and internal service funds. The enterprise fund is used to report the same functions
presented as business-type activities in the government-wide statements. The City uses an
enterprise fund to account for its water and sewer activities. The internal service funds are
utilized to report activities that provide supplies and services among the City’s various functions
and activities. The City uses its internal service fund to account for equipment purchased and
leased to governmental funds and component units. Due to the fact that these services benefit
governmental rather than business-type functions, they have been included within governmental
activities in the government-wide financial statements.

Proprietary funds statements provide the same type of information found in the business-type
activities in the government-wide financial statements, only in more detail.

The basic proprietary fund financial statements can be found on pages 22-25 of this report.

Fiduciary Funds—The City has one fiduciary fund, a pension trust fund used to account for
police reserve pension benefits.

The basic fiduciary fund financial statements can be found on pages 26-27 of this report.

Notes to the 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 to the financial statements can be found on pages 28-59.

Other Information—In addition to the basic financial statements and accompanying notes, this
report also presents certain required supplementary information of the City’s budget to actual
variance and schedules of funding progress for retirement plans. Required supplemental
information can be found on pages 60-65 of this report.



CITY OF CEDAR HILL, TEXAS
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)
FISCAL YEAR ENDED SEPTEMBER 30, 2009

The combining statements referred to earlier in connection with non-major governmental funds
and budget to actual variance schedules for non-major governmental funds is presented
following the required supplemental information. These combining and individual statements
and schedules can be found on pages 66-84 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier in this report, the net assets may serve as a useful indicator of a government’s
financial position. In this case, shown in Table 1 below, the City of Cedar Hill's assets exceed
liabilities by $155,468,488 as of September 30, 2009.

The largest portion of the City’s net assets (59%) reflects its investment in capital assets (e.g.,
land, buildings, equipment, improvements, construction in progress, and infrastructure); less any
related debt used to acquire those assets that are still outstanding. The City uses these capital
assets to provide services to citizens; consequently, these assets are not available for future
spending. Although the City’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities. An
additional portion of the City’s net assets (11%) represents resources that are subject to
external restriction on how they may be utilized. The remaining balance of unrestricted net
assets (29%) may be used to meet the government's ongoing obligation to citizens and
creditors.

Total net assets of the City decreased 1.9% in fiscal year 2009. This decrease resulted from
depreciation of City assets exceeding the costs of assets added during the year and lower than
expected water sales and sewer charges. Total net assets of governmental activities decreased
by 2.7%. This is the result of the depreciation of City assets described above. Total assets of
business-type activities decreased by 0.4%. These decreases resulted from lower than
expected water sales and sewer charges.

Condensed Statement of Net Assets
At September 30, 2009

Governmental Activities Business-Type Activities Total
FY2009 FY2008 FY2009 FY2008 FY2009 FY2008
Current and other assets $ 86,014,818 $ 84,870,713 $ 18,821,748 $ 18,248,488 $ 104,836,566 $ 103,119,201
Capital assets 169,512,256 169,645,830 52,090,125 50,744,309 221,602,381 220,390,139
Total assets 255,527,074 254,516,543 70,911,873 68,992,797 326,438,947 323,509,340
Noncurrent liabilities 153,171,690 146,364,392 13,508,757 11,001,860 166,680,447 157,366,252
Other liabilities 3,333,672 6,412,494 956,340 1,341,607 4,290,012 7,754,101
Total liabilities 156,505,362 152,776,886 14,465,097 12,343,467 170,970,459 165,120,353
Net assets:
Invested in capital assets—net
of related debt 44,383,937 50,450,265 47,740,514 47,492,002 92,124,451 97,942,267
Restricted 12,859,483 12,950,069 4,711,553 4,458,851 17,571,036 17,408,920
Unestricted 41,778,292 38,339,323 3,994,709 4,698,477 45,773,001 43,037,800
Total net assets $ 99,021,712 $ 101,739,657 $ 56,446,776 $ 56,649,330 $ 155,468,488 $ 158,388,987

Analysis of the City’s Operations—The following table provides a summary of the City’s
operations for the year ended September 30, 2009. Governmental activities decreased the
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City’s net assets by $2,717,945. The City recorded more depreciation on its assets than it
added in new capital assets resulted in the decline.

Business-type activities decreased the City’s net assets by $202,554. The decline is the result

of lower than anticipated water sales and sewer charges.

Chanaes in Net Assets
For the Years Ended September 30. 2009 and 2008

Governmental Activities Business-Type Activities Total
FY2009 FY2008 FY2009 FY2008 FY2009 FY2008
Revenues:
Program revenues:
Charges for services $ 6,739665 $ 6,838,108 $14,303,857 $14,544,318 $ 21,043,522 $ 21,382,426
Operating grants/contributions 2,382,689 1,999,182 - - 2,382,689 1,999,182
Capital grants/contributions 1,940,005 5,580,070 1,174,014 3,629,474 3,114,019 9,209,544
General revenues:
Sales and use taxes 5,953,387 6,134,991 - - 5,953,387 6,134,991
Property taxes 20,122,090 19,669,385 - - 20,122,090 19,669,385
Hotel/motel taxes 92,321 61,571 - - 92,321 61,571
Franchise taxes 3,228,432 3,060,567 - - 3,228,432 3,060,567
Investment earnings 1,765,116 4,450,569 219,773 604,215 1,984,889 5,054,784
Gain on disposal - - - - - -
Miscellaneous 610,796 637,111 45,273 41,527 656,069 678,638
Total revenues 42,834,501 48,431,554 15,742,917 18,819,534 58,577,418 67,251,088
Expenses:
General government 6,552,840 5,756,996 - - 6,552,840 5,756,996
Public safety 20,065,191 18,659,224 - - 20,065,191 18,659,224
Public works 7,031,442 7,647,548 - - 7,031,442 7,647,548
Community services 6,506,179 6,729,210 - - 6,506,179 6,729,210
Water and sewer - - 14,145,471 13,375,271 14,145,471 13,375,271
Interest and fiscal charges 7,196,794 6,790,548 - - 7,196,794 6,790,548
Total expenses 47,352,446 45,583,526 14,145,471 13,375,271 61,497,917 58,958,797
Increase and decrease in net assets before transfers (4,517,945) 2,848,028 1,597,446 5,444,263 (2,920,499) 8,292,291
Transfers 1,800,000 1,802,000 (1,800,000) (1,802,000)
Increase and decrease in net assets (2,717,945) 4,650,028 (202,554) 3,642,263 (2,920,499) 8,292,291
Net assets—beginning 101,739,657 97,089,629 56,649,330 53,007,067 158,388,987 150,096,696
Net assets—ending $ 99,021,712 $ 101,739,657 $56,446,776 $56,649,330 $ 155,468,488 $ 158,388,987

FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUNDS

Government Funds—The focus of the City’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the City’s financial requirements. Specifically, unreserved fund balance may serve as
a useful measure of a government’s net resources 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 $76,901,241. This fund balance is subject to the following commitments:
$95,675 to prepaid items and inventory, $36,973,575 (48%) to construction, $1,351,830 (2%) to
debt service and $136,421 to animal shelter activities. Approximately 50% of this amount or
$38,344,440 is unreserved or undesignated and is available for use within the City’s designation
and policies.
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The General Fund revenues exceeded expenditures and transfers by $238,774. The City had
budgeted a reduction in Fund Balance. Expenditures were $1,670,382 less than budgeted and
revenue totaled $136,648 less than anticipated, resulting in the positive performance in the
fund.

The Debt Service Fund added $36,214 to its fund balance. This increase is the result of lower
than anticipated interest costs.

The Joe Pool Fund accounts for the resources accumulated to pay for the City’s water rights in
Joe Pool Lake as discussed in Note 6. The fund accumulated additional resources of
$2,768,353. $1,850,000 of the increase was the result of transfers from the Water and Sewer
Fund($1,800,000) and General Fund($50,000) with the remaining $918,353 of investment
earnings.

The General Obligation Bond Fund accounts for funds to construct streets, the Government
Center and several building renovations. The fund received $7,500,000 from the issue of
additional General Obligation debt, earned $180,438 in investment earnings during the fiscal
year and incurred expenditures of $3,969,375. Expenditures for street projects totaled
$1,879,137. Additional expenditures included the Government Center project ($1,048,452) and
various building renovations ($1,041,786).

The Capital Recovery Fund accounts for the street impact fees. The fund received $52,601 in
fees and $76,740 in investment earnings during the fiscal year. The fund transferred $716,343
to the Debt Service Fund to assist in the payments of debt issued for qualifying street projects.

The fund balances of the nonmajor governmental funds declined $3,036,416. The reason for
this decline is the expenditure of bond funds. The fund balances of the nonmajor capital project
funds declined $3,488,280.

Proprietary Funds—The City has two proprietary funds, a water and sewer (enterprise) fund
and equipment (internal service) fund. The enterprise fund financial statements provide the
same type information found in the government-wide financial statements, but includes more
detail. Unrestricted net assets of the enterprise fund were $3,994,709. The internal service fund
accounts for equipment purchased and leased to governmental funds and component units.
Due to the fact that these services benefit governmental rather than business-type functions,
they have been included within governmental activities in the government-wide financial
statements.

General Fund Budgetary Highlights—Actual General Fund expenditures totaled $28,599,523
or $1,610,382 less than the $30,209,905 budget. Expenditures represent 94.7% of the
authorized budget. General Fund revenues totaled $28,898,297 or $136,648 below budget.

CAPITAL ASSETS

The City’s investment in capital assets for its government-wide activities as of September 30,
2009 amounts to $221,602,381 (net of accumulated depreciation). The investment in capital
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assets includes land, buildings, equipment, improvements, construction-in-progress (CIP), water
rights, master studies and infrastructure.
Major capital assets events during the current fiscal year include the following:

Ongoing projects:

- FM1382/Straus intersection improvements project totaling approximately $271,000 with
current year expenditures of $164,454

- Continuing construction of the F.M. 1382 Capacity Improvements projects totaling
approximately $3,410,000 with current year expenditures of $41,466

- Continuing construction of the Pleasant Run Road, Cedar Hill Road Transition, and
FM1382/Pleasant Run Road Intersection project totaling approximately $7,889,000 with
current year expenditures of $10,942

- Began planning the expansion of East Pleasant Run Road at an anticipated cost of
$11,500,000 and current year cost of $208,201

- Initiated the expansion of Lakeridge Parkway with an anticipated cost of $4,000,000
with current year costs of $257,564

- Continued construction of the Clark Road Improvements project totaling approximately
$2,000,000 with current year expenditures of $715,049

- Completed the renovation of Mt. Lebanon Road at a cost of $78,530

- Initiated a concrete street repair program with current year expenditures of $241,375

- Continued the asphalt street overlay program with current year expenditures totaling
$136,736

- Continuing construction of the Government Center project totaling approximately $28
million with current year expenditures of $1,048,452

- Initiated the Community and Police Services Building renovation project with an
estimated cost of $1,070,000 and current year expenditures of $486,385

- Completed construction of the Fire Station #4 project totaling approximately $1,600,000
with current year expenditures of $814,104

- Initiated renovations of Fire Stations #1 and #3 with a total anticipated cost of
approximately $1,058,000 and current year expenditures of $894,886.

- Continued construction of the Animal Shelter Expansion project totaling approximately
$2,700,000 with current year expenditures of $2,559,655

- Various water and sewer projects with expenditures for the current year totaling
$1,890,336

Capital Assets at September 30, 2009 and 2008
Net of Accumulated Depreciation

Governmental Activities Business-Type Activities Total
FY2009 FY2008 FY2009 FY2008 FY2009 FY2008
Land $ 15,257,691 $ 15,257,691 $ 367,764 $ 367,764 $ 15,625,455 $ 15,625,455
Construction-in-progress (CIP) 2,473,639 1,149,490 1,783,143 1,879,113 4,256,782 3,028,603
Buildings/facilities and improvements 40,755,257 39,309,129 215,090 244,237 40,970,347 39,553,366
Water system - - 31,426,743 29,622,185 31,426,743 29,622,185
Sewer system - - 17,679,194 17,868,462 17,679,194 17,868,462
Equipment 2,852,847 3,262,162 576,275 689,299 3,429,122 3,951,461
Infrastructure 95,712,741 97,708,033 - - 95,712,741 97,708,033
Water rights 12,439,632 12,929,060 - - 12,439,632 12,929,060
Master studies 20,449 30,265 41,916 73,249 62,365 103,514
Total $ 169,512,256 $ 169,645,830 $ 52,090,125 $ 50,744,309 $ 221,602,381 $ 220,390,139

Additional information on the City’s capital assets can be found in Note 4 to the financial
statements.



