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December 31, 2014

To the Honorable Mayor Brian Dalton, Members of the City Council, and Citizens of the
City of Dallas:

We are pleased to submit the Comprehensive Annual Financial Report of the City of Dallas,
Oregon for the fiscal year ended June 30, 2014. Responsibility for the accuracy of the presented
data and the completeness and fairness of the presentation, including all disclosures, rests with the
City. We believe the data, as presented, is accurate in all material aspects and is presented in a
manner designed to fairly set forth the financial position and results of operations of the City as
measured by the financial activity of its various funds. All disclosures necessary to enable the
reader to gain the maximum understanding of the City’s financial activities have been included.

This report includes all funds of the City including the Dallas Community Development
Commission Urban Renewal Agency. Financial data for the Urban Renewal District is included
in these statements as a blended component unit.

This report has been prepared in accordance with generally accepted accounting principles
(GAAP) and follows guidelines recommended by the Government Finance Officers Association
of the United States and Canada (GFOA).

The City provides a range of services as authorized in its Charter and Ordinances. This includes
police protection, ambulance service, fire protection, municipal court, street construction and
maintenance, water, sanitary and storm sewers, parks, aquatic center, land use planning and
zoning, building inspection, economic development, public improvements, library services and
administrative services.

ABOUT DALLAS, OREGON

The City of Dallas is located in the foothills of the Oregon Coast Range, with close proximity to
the state capitol, a large metropolitan area, and extensive recreational opportunities relating to the
Coast Range mountains and Pacific Ocean beaches. It is the county seat and largest city in Polk
County. The certified population estimate at July 1, 2013, for the City of Dallas was 14,800.

The City of Dallas operates under the city manager-council form of government. Policy-making
and legislative authority are vested in the City Council, consisting of the mayor and nine other
members. The City Council is responsible for, among other things, passing ordinances, adopting
the budget, appointing committees, and hiring the City Manager and the City Attorney. The City
Manager is responsible for carrying out the policies and ordinances of the City Council, for
overseeing the day-to-day operations of the city, and for appointing the heads of the various
departments.

i
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Population City of Dallas and Polk County:

Year City of Dallas Polk County

2010 Census 14,583 75,403

2000 Census 12,459 62,380
ECONOMIC OUTLOOK

The local economy continues to rebound slowly from what is now being called the “Great
Recession” and based on regional economic reports the economy is expected to continue to
slowly grow in 2015. The City of Dallas’ population increased by one percent in 2014 and based
on development activities and the 2015 economic forecasts it appears that the City will grow
about the same in 2015.

Since 2008, there is has been very little subdivision development activity. The City had a large
inventory of buildable single family house lots when the economic downturn occurred. With
more than one hundred homes built in the last two years the house lot inventory is quite small.
There are several subdivisions in the development process and in 2015 we expect the house lot
inventory will be back up to healthy levels. This will give home buyers more housing and
location options, which may increase the rate of growth slightly.

At the end of 2013 the City completed a major revitalization project of the 800-900 blocks of
Main Street. This project was completed with money generated by the Dallas Urban Renewal
Area. The project was undertaken to improve the aesthetics of our downtown and to encourage
building owners as well as business owners to make improvements to building and store fronts.
The Urban Renewal Agency (URA) is doing what it can to keep the project momentum by
offering grants and loans to improve buildings, store fronts and signage. In addition, the URA
has approved two small half block sidewalk improvement projects in the urban renewal areas.

The City continues to improve its infrastructure when possible. During the past year, utility
improvements were continued to ensure that demand resulting from commercial and residential
growth can be accommodated. The City is in the process of purchasing watershed property to
protect runoff areas into the Mercer Reservoir; replacing old water meters with new radio read
water meters; improving the sewer system by relining sewer pipes; and replacing old water lines.
Most of these capital projects will continue into 2015 and beyond.

Residential streets funding continues to be a major problem for the City of Dallas. The
residential streets are in fair to poor condition. In 2014, the City hired an engineering firm to
evaluate the residential streets and this evaluation confirmed the need to repair city streets. In
2015, we will work to provide as much information as possible to the citizens and businesses
about the residential streets conditions and the need to repair the streets. We plan to ask the
citizens to vote on a ten million dollar streets bond in 2016.

The City Council, City Manager and senior management team continue to work in partnership to
ensure the City’s financial stability. In 2014, we prepared and presented a three-year fiscal
forecast, which compared estimated revenues with anticipated expenditures consisting of
personnel costs, operational costs and capital improvement projects. The three year forecast
helped us realign the five year capital plan as well as it helped us plan more effectively for
personnel and operation needs. With the ever increasing costs and demand for services, we will
continue to benefit from studying revenue and expenditure trends as well as the economic
outlook.
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The City Council’s policy is to maintain adequate fund balances in all funds. As this may impact
services provided to the citizens of Dallas, operations are constantly reviewed to ensure the City
is operating efficiently and effectively. We were able to add to our fund balances in 2014 and
based on the forecast for 2015, we should be able to maintain all fund balances.

LONG-TERM FINANCIAL PLANNING

Long-term financial planning is performed on an ongoing basis through the Capital
Improvements Plan (CIP) document. The CIP plan identifies capital project and some major
equipment purchases, during a five year period, providing a planning schedule and identifying
opportunities for financing the project in the CIP.

In FY 2012-2013 the City Council approved a utility rate fee study and set certain utility rate fee
increases, adjusting rates annually according to the Consumer Price Index.

In regards to the City's long-term debt obligations, the City has a total of $14.5 million in long-
term debt outstanding as of June 30, 2014.

FINANCIAL INFORMATION

To provide a reasonable basis for making the presentations contained in this report, the City of
Dallas has established a comprehensive internal control framework that is designed both to
protect the government’s assets from loss, theft, or misuse and to compile sufficient reliable
information for the preparation of the City of Dallas’ financial statements in conformity with
GAAP. Internal accounting controls are designed to provide reasonable, but not absolute
assurance regarding the safeguarding of assets against loss from unauthorized use or disposition
and the assurance that the financial statements will be free from material misstatement. The
concept of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived, and the evaluation of costs and benefits requires estimates and
judgments by management. All internal control evaluations occur within the above framework.
As management, we assert that, to the best of our knowledge and belief, this financial report is
complete and reliable in all material respects.

INDEPENDENT AUDIT

The State of Oregon (ORS 298.405 to 298.555) requires an annual audit of the fiscal affairs of the
City by an independent certified public accountant. The City of Dallas’ financial statements have
been audited by Merina and Company, LLP, a firm of licensed, certified public accountants. The
goal of the independent audit is to provide reasonable assurance that the financial statements of
the City of Dallas for the fiscal year ended June 30, 2014, are free of material misstatement. The
independent auditor’s report is presented as the first component of the financial section of this

report.
FINANCIAL REPORTING AWARD

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 Dallas for its
comprehensive annual financial report for the fiscal year ended June 30, 2013. The Certificate of
Achievement is the highest form of recognition for excellence in state and local government
financial reporting.
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In order to be awarded a Certificate of Achievement, a governmental unit must publish an easily
readable and efficiently organized comprehensive annual financial report (CAFR) 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. The City of Dallas has
received a Certificate of Achievement for the last twenty consecutive years. We believe our
current report continues to conform to the Certificate of Achievement program requirements and
we are submitting it to the GFOA to determine its eligibility for another certificate.

ACKNOWLEDGMENTS

The preparation of the Comprehensive Annual Financial Report was made possible by the
dedicated service of the entire staff of the Finance Department, City Department Heads and the
certified public accountants of Merina and Company, LLP. Each has our sincere appreciation for
the contributions made in the preparation of this report.

In closing, without the leadership and support of the Dallas City Council, preparation of this
report would not have been possible.

Resgectfully submitted;

/f / [ /7 Y, { /
1224/ 77 /NG &
[ LRLAA <€ T\

Cecilia Ward
Finance Director

Dallas, Oregon
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MERINA CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
& COMPANY, LLP

Certified Public Accountants and Consultants PARTNERS
KAMALA K. AUSTIN, CPA * TONYA M. MOFFITT, CPA

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and City Council
City of Dallas, Oregon
Dallas, Oregon

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the
City of Dallas, Oregon, as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise the City of Dallas, Oregon’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
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of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Dallas, Oregon, as of
June 30, 2014, and the respective changes in financial position, and, where applicable, cash
flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Change in Accounting Principle

As discussed in Note 12 to the financial statements, the City of Dallas, Oregon adopted new
accounting guidance, GASB Statement No. 65, Items Previously Reported as Assets and
Liabilities. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that
management’s discussion and analysis and required supplementary information, as listed in the
table of contents, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context.

We have applied certain limited procedures to management’s discussion and analysis, in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

The budgetary comparison schedules, as listed in the table of contents under required
supplementary information, is the responsibility of management and was derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial



statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in
relation to the basic financial statements as a whole.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City of Dallas, Oregon’s basic financial statements. The introductory
section, other supplementary information, and statistical section are presented for purposes of
additional analysis and are not a required part of the basic financial statements.

The other supplementary information, as listed in the table of contents, is the responsibility of
management and was derived from and relate directly to the underlying accounting and other
records used to prepare the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the basic financial statements as
a whole.

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

Reports on Other Legal and Requlatory Requirements

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
December 30, 2014, on our consideration of the City of Dallas, Oregon’s internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City of Dallas, Oregon’s internal control over financial
reporting and compliance.



Other Reporting Required by Oregon Minimum Standards

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have
also issued our report dated December 30, 2014, on our consideration of the City of Dallas,
Oregon’s compliance with certain provisions of laws and regulations, including the provisions of
Oregon Revised Statutes as specified in Oregon Administrative Rules. The purpose of that
report is to describe the scope of our testing of compliance and the results of that testing and not
to provide an opinion on compliance.

'MV!/ML t ,[C-rk/ﬂm/g/

Merina & Company, LLP
West Linn, Oregon
December 30, 2014



CITY OF DALLAS
POLK COUNTY, OREGON

Year Ended June 30, 2014

MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management's Discussion and Analysis of the City of Dallas Comprehensive Annual Financial Report
(CAFR) presents a discussion and analysis of the City's financial performance during the fiscal year ended June
30, 2014. The information presented here should be considered in conjunction with the accompanying
transmittal letter presented in the introductory section and notes to the financial statements included in this
report.

FINANCIAL HIGHLIGHTS

As of the close of the current fiscal year the City's governmental funds reported a combined ending fund
balance of $8,197,810, an increase of $1,473,610 in comparison with the previous year. The General Fund
ending fund balance increased 97% to $1,825,054.

Governmental Funds: Changes in Fund Balances

June 30, 2014 June 30, 2013
Fund Fund Increase Percent
Fund Balance Balance (decrease) Change
General Fund $ 1,825,054 $ 925202 $ 899,852 97.26%
Street Fund 689,656 491,262 198,394 40.38%
Trust/Reserve Fund 51,583 217,990 (166,407) -76.34%
Grants Fund 8,277 (17,817) 26,094 -146.46%
Urban Renewal Fund 452,656 247,001 205,655 83.26%
General Obligation Bond Fund 340,434 307,276 33,158 10.79%
General Debt Fund 11 11 - -
Systems Development Fund 4,830,139 4,553,275 276,864 6.08%
$ 8,197,810 $ 6724200 $ 1,473,610 21.92%




Governmental Fund Balances for the Last Five Fiscal Years
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Business-type net position increased $342,343 (1.5 percent) for the 2013-14 fiscal year. Operating income for
the Water and Sewer Funds was $1,379,295. The net position decrease from non-operating revenues and

expenses was $158,727. During 2013-14 equipment replacement, meter replacement and wastewater treatment
plant improvements took place along with ongoing sewer line replacements.

Changes in Net Position: Proprietary Funds

June 30, 2014 June 30, 2013
Net Net Increase Percent
Fund Position Position (decrease) Change
Water Fund  $ 9,863,192 $ 9,867,624 $ (4,432) -0.04%
Sewer Fund 12,886,038 12,538,963 347,075 2.77%

$ 22,749,230 $ 22406587 $ 342,643 1.53%




Proprietary Fémds: Net Position for the Last Five Fiscal Years
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For Fiscal Year 2013-14 there was minimal growth in net position for the City's two enterprise funds where net
position decreased less than 0.5 percent in the Water Fund and increased 3 percent in the Sewer Fund. The
minimal increase in the Sewer Fund reflects a small growth in operating revenue.

Internal Service Fund (Fleet Management Fund) net position decreased $21,151 for the 2013-14 fiscal year due
to the purchase of a dump truck.

OVERVIEW OF THE FINANCIAL STATEMENTS

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

Government-wide financial statements. The government-wide financial statements present the net position
(statement of net position) and results of operations (statement of activities) of the total reporting government.
Included are all governmental and proprietary assets, liabilities and activities of the City. The measurement
focus and basis of accounting are the same for the entire entity. The measurement focus is on all economic
resources of the fund, including current financial resources (assets) and non-current financial resources (capital
assets) and the related current and non-current liabilities and equity accounts. Both government-wide
statements are prepared using the accrual basis of accounting, which is similar to the methods used by most
businesses and takes into account all revenues and expenses connected with the fiscal year, even if cash
involved has not been received or paid.

The statement of net position presents information on all the City of Dallas' assets and liabilities, with the
difference between the two reported as net position. Increases or decreases in net position may indicate whether
the City's financial position is improving or deteriorating.



The statement of activities presents the expenses incurred in providing services to the public and the revenues
associated with those activities for both governmental and business-type activities. The statement of activities
begins with expenses by function. To these functions are applied charges for services, operating grants and
contributions and capital grants and contributions. The resulting sums, with some adjustments, represent
charges to general taxpayers and may equate to the nearest that governments can determine the "bottom line."

These government-wide financial statements are divided into two categories. Governmental activities are most
services provided by the City of Dallas, which are funded through property taxes and intergovernmental
revenues. The governmental activities for the City of Dallas include general government, public safety,
highways and streets, community development and culture and recreation. Business-type activities reflect those
operations for which a fee is charged to external users of goods and services and are intended to be funded
primarily through charges for services. Business-type activities include sewage disposal and water service.

The government-wide financial statements are on pages 16 through 18 of this report.

Fund Financial Statements. A fund is a fiscal and accounting entity with a self-balancing set of accounts that
is used to segregate resources that are restricted to a particular activity. The use of funds deters comingling of
resources designated for specific purpose, prevents unauthorized transfer of surpluses, and ensures compliance
with legal and contractual requirements. The City of Dallas has two types of fund categories: governmental
funds and proprietary funds. The City has no 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. However, unlike the government-wide
financial statements, governmental fund financial statements focus on current sources and uses of spendable
resources and use the modified accrual basis of accounting. Operating statements include all sources and uses
of financial resources, and display the excess of revenues and other financial sources over (under) expenditures
and other uses. Included in the balance sheet are liquid assets and receivables that will be converted into cash
currently and short-term liabilities, including payables to vendors and employees. Un-matured bond principal
or liabilities for compensated absences not to be paid in the fiscal year are not included. Because the
governmental fund statements do not encompass the long-term focus of the government-wide statements,
reconciliations are provided on the subsequent page of the governmental fund statements. The emphasis is on
major funds that account for the predominant assets and activities of all funds.

The City of Dallas maintains nine individual governmental funds. Information is presented separately for the
General Fund, System Development Fund and Street Fund in the fund Balance Sheet and Statement of Revenue,
Expenditures and Changes in Fund Balances. The other governmental funds are combined into a single,
aggregated presentation. Information for these non-major governmental funds is provided in the form of
combining statements on pages 52 through 57 in this report.

The City of Dallas adopts an annual appropriated budget for all of its funds. Budgetary comparison statements,
demonstrating compliance with this budget, have been provided on pages 45 through 48 and 61 through 63 of
this report.

Proprietary Funds. The City of Dallas maintains two different types of proprietary funds - enterprise and
internal service fund. These funds are used to show activities that operate more like those of commercial
enterprises. Fees are charged for services provided, both to outside customers and to other units of the City of
Dallas. Enterprise funds are presented as business-type activities in the government-wide financial statements.



The City of Dallas uses enterprise funds to account for its Sewage Disposal and Water. An internal service fund
accounts for activities furnishing goods or services to other units of the government. Charges for these services
are on a cost-reimbursement basis. The City of Dallas uses an internal service fund to account for its fleet
management services, which rents equipment and labor to the other operating funds.

Proprietary fund statements 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 Sewage
Disposal, Water and Internal Service Funds.

Notes to the Financial Statements. The notes to the financial statements are an integral part of the basic
financial statements and should be read along with them. The notes provide additional information necessary to
communicate the financial position of the City of Dallas and are on pages 27 through 43 in this report.

Other Information. In addition to the basic financial statements and accompanying notes, this report also
presents certain required and other supplementary information concerning the City of Dallas.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Total assets of the City of Dallas were $101,470,561, while total liabilities were $15,724,963 resulting in
combined net position (governmental and business-type activities) of $85,745,598. The largest component of
the City's total net position, $76,307,463 or 89% reflects its investment in capital assets (i.e., land, buildings,
equipment and infrastructure, less any related debt outstanding that was needed to acquire or construct the
assets). The City of Dallas 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.

Statement of Net Position
Years ended June 30, 2014 and 2013

Governmental Activities Business-type Activities Total
2013-14 2012-13 2013-14 2012-13 2013-14 2012-13
Current and other assets $ 9,119,937 $ 7,505,617 $ 2512482 $ 2,813,309 $ 11,632,419 $ 10,318,926
Capital Assets 59,406,949 61,499,018 30,431,193 30,938,617 89,838,142 92,437,635
Total Assets 68,526,886 69,004,635 32,943,675 33,751,926 101,470,561 102,756,561
Long-term liabilities 4,301,792 4,259,845 8,793,724 9,895,856 13,095,516 14,155,701
Other liabilities 1,228,726 994,872 1,400,721 1,449,483 2,629,447 2,444,355
Total Liabilities 5,530,518 5,254,717 10,194,445 11,345,339 15,724,963 16,600,056
Net Position:
Net investment in capital
assets 55,722,739 57,146,650 20,584,724 20,017,073 76,307,463 77,163,723
Restricted 6,321,162 5,598,814 - - 6,321,162 5,598,814
Unrestricted 952,467 1,004,454 2,164,506 2,389,514 3,116,973 3,393,968
Total Net Position ~ $ 62,996,368 $ 63,749,918 $ 22,749,230 $ 22,406,587 $ 85,745,598 $ 86,156,505




Revenues:
Program Revenues:
Charges for services

Operating grants and contributions

Capital grants and contributions
General Revenues:

Property taxes

Public service taxes

Franchise fees

Interest and investment earnings
Unrestricted intergovernmental

Other Revenues

Total Revenues

Expenses:
General government
Public safety
Highways and street
Culture and recreation
Community development
Interest on long-term debt
Sewage disposal

Water

Total Expenses

Increase (decrease) in net position

before transfers

Transfers in (out)

Transfers of capital assets

Change in net position

Net position - beginning

Net position - ending

Statement of Activities
Years ended June 30, 2014 and 2013

Governmental Activities Business-type Activities Total

2013-14 2012-13 2013-14 2012-13 2013-14 2012-13
$ 3,522,009 $ 2,904,689 $ 5,077,759 $ 5,025,147 $ 8,599,768 $ 7,929,836
5,981 7,305 - - 5,981 7,305
158,583 126,726 - - 158,583 126,726
4,156,698 4,226,307 - - 4,156,698 4,226,307
1,579,629 1,529,489 - - 1,579,629 1,529,489
1,170,721 1,028,427 - - 1,170,721 1,028,427
24,425 21,438 20,828 20,287 45,253 41,725
329,735 401,428 345,004 241,677 674,739 643,105
10,947,781 10,245,809 5,443,591 5,287,111 16,391,372 15,532,920
(2,159,324) (1,951,720) - - (2,159,324) (1,951,720)
(4,965,673) (5,169,796) - - (4,965,673) (5,169,796)
(2,985,706) (2,949,068) - - (2,985,706) (2,949,068)
(748,446) (730,924) - - (748,446) (730,924)
(1,419,268) (1,332,910) - - (1,419,268) (1,332,910)
(219,436) (239,631) - - (219,436) (239,631)
- - (2,463,249) (2,406,124) (2,463,249) (2,406,124)
- - (1,759,774) (1,615,326) (1,759,774) (1,615,326)
(12,497,853) (12,374,049) (4,223,023) (4,021,450) (16,720,876) (16,395,499)
(1,550,072) (2,128,240) 1,220,568 1,265,661 (329,504) (862,579)
796,522 956,326 (796,522) (956,326) - -
(753,550) (1,171,914) 424,046 309,335 (329,504) (862,579)
63,749,918 64,921,832 22,325,184 22,097,252 86,075,102 87,019,084
$ 62,996,368 $ 63,749,918 $ 22,749,230 $ 22,406,587 $ 85,745,598 $ 86,156,505
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Governmental Activities. Total revenues for the City of Dallas' governmental activities for the fiscal year
ended June 30, 2014, were $10,947,781. Approximately 38% of the total revenue for the governmental
activities was derived from property taxes and approximately 32% of the total revenue is from charges for
services. Total expenses for governmental activities were $12,497,853 (excluding transfers), resulting in a
decrease in net position of $753,550. The majority of the governmental activities revenue was used to fund
public safety, which accounts for approximately 40% of the total governmental activities expense. Culture and
recreation expenses account for 6% of the total, community development account for 11%, highways and streets
account for 24%, and general government expenses account for 17% of the total. Interest on long-term debt
expenses is approximately 2% of total governmental activities expenses. All depreciation expense related to
governmental activities has been allocated to individual governmental functions.

Business-Type Activities. Charges for services and general revenues of business-type activities totaled
$5,443,591 for the current fiscal year. Approximately 93% of the total business-type activities revenue was
derived from charges for services. The total expenses for business-type activities were $4,223,023 (excluding
transfers), resulting in an increase of net position by $424,046. Business-type activities for the City of Dallas
consist of operations for sewage disposal and water.

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS

As noted previously, the City of Dallas uses fund accounting to segregate resources that are restricted to a
particular activity. An unreserved fund balance represents the excess of the assets of the fund over its liabilities.
Because the fund financial statements focus on current sources and uses of spendable resources, unreserved
fund balances relating to each fund may be useful in assessing the government's net resources available.

Governmental Funds. At the end of the audited fiscal year, the City of Dallas' governmental funds reported
combined ending fund balances of $8,197,810, an increase of $1,473,610 or 21.9%, from the prior year. The
City's governmental funds include the General fund, Street fund, Systems Development fund, Grants Fund and
other non-major governmental funds.

The General fund is the chief operating fund of the City. At the end of the audited fiscal year, the General fund
reported a fund balance of $1,825,054, an increase of $899,852 or 97% from the prior year (on the modified
accrual basis). The increase was due to a decrease in expenditures and ambulance fees accounts receivable.

The Street fund accounts for state highway apportionment, federal funds, and grants, which are restricted to
road maintenance. The fund balance of the Street fund at the end of the fiscal year was $689,656, an increase of
40% from the prior year. The increase is due to the seasonal timing of road maintenance work.

The Grant fund accounts for major grants to the City. The fund balance of the Grant fund is $8,277, remainder
of police and library grants.

The Systems Development fund is used to account for systems development charges (SDC) collected from
individuals, builders and developers for new construction. State law requires that SDC fee revenue be spent
only on projects related to providing extra capacity required due to growth in the City’s population. Therefore,
SDC projects generally include paying for the cost of sewer, water and street extensions, expansions or
improvements. The fund balance of the Systems Development fund increased by $276,864 or 6% due to
increased construction resulting in an increase of systems development charges. The fund balance of the
Systems Development fund at the end of the fiscal year was $4,830,139 and represents 59% of the total of all
governmental fund balances.
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Proprietary Funds. At the end of the current fiscal year, net position of the proprietary funds equaled
$22,749,230. The change in total net position of all the proprietary funds was insignificant. The Sewer fund
net position increased by $347,075 and Water fund net position decreased by $4,432. The Sewer Fund
increased net position due to an increase in utility rates and decrease in interest expense. The minimal decrease
in the Water Fund was due to capital projects.

GENERAL FUND BUDGETARY HIGHLIGHTS

There were several amendments to the original budget. Actual revenues (budgetary basis) were 5.4% more than
budgeted amounts due to an increase in charges for services and permits. Actual expenditures were 5.1% less
than budgeted amounts due primarily to controlled spending of materials and services in several departments.
The City continues its commitment to maintaining all facilities and equipment in good condition and providing
excellent service to its citizens.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets. The City of Dallas' capital assets for its governmental and business-type activities at the end of
the current fiscal year equaled, $88,673,932 net of accumulated depreciation, compared to $91,190,267 at the
end of last fiscal year. Capital assets include land, buildings, improvements, equipment, and infrastructure. The
decrease in capital assets for governmental activities is due to depreciation, see notes on pages 34 and 35. For
business-type activities, capital asset additions consisted of repairs and equipment replacement at the
wastewater treatment facility and line replacement projects in the Sewer Department. In the Water Department,
minimal additions included equipment and meter replacement. Additional information about the City's capital
assets is presented in the notes to the financial statements on pages 34 through 35.

Capital Assets
Years ended June 30, 2014 and 2013

Governmental Activities Business-type Activities Total
2013-14 2012-13 2013-14 2012-13 2013-14 2012-13

Land $ 892,046 $ 892,046 $ 731,485 $ 8