
CITY OF MIDLOTHIAN, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 6. LONG-TERM DEBT - CONTINUED

At September 30, 2007, the City's bonds payable consisted of the following:

Governmental Business-type
General Obligation Bonds:

$5,785,000 General Obligation Bonds, Series 1999
(net of 36.733% allocated to Proprietary Fund) 5.00-
6.50%, final Installment due August, 2014. $ 518,813 $ 301,189

$6,095,000 General Obligation Bonds, Series 2000,
5.25%-7.70%, final installment due August, 2020. 795,000 -

$7,575,000 General Obligation Bonds, Series 2001,
(7.59% allocated to Proprietary Fund), 4.375%-
5.875%, final installment due August, 2021. 5,553,840 456,158

$6,715,000 General Obligation Bonds, Series 2003,
3.8%-5%, final Installment due August 2025. 5,335,000 -

$29,449,922 Combination Tax and Revenue
Refunding Bonds, Series 2000, 5.00%-6.00%,
final installment due September 2026. - 10,534,922

$2,825,000 General Obligation Bonds, Series 2004,
4.625%-5.5%, final installment due August, 2024. 2,730,000 -

$2,320,000 General Obligation Refunding
Bonds, Series 2004, 2.5%-3.9%, final installment
due August 2014. 262,944 982,056

$1,215,000 General Obligation Refunding
Bonds, Series 2004-A, 1.7%-4.25%, final
installment due August 2014. 213,640 296,361

$5,100,000 General Obligation Bonds, Series 2005,
4.0%-5.0%, final Installment due August 2025. 5,100,000 -

$4,750,000 Combination Tax and Revenue Bonds,
Series 2005, 4.0%-5.0%, final installment due
August 2029. 4,535,000 -

$7,805,000 General Obligation Refunding
Bonds, Series 2006-A (16.75% allocated to
Proprietary Fund), 4.0%-4.5%, final installment
due August 2020. 6,364,463 1,280,538

$3,905,000 General Obligation Bonds, Series
2006, 4.00/6-5%, final installment due August
2025. 3,905,000 -

$17,390,000 General Obligation Refunding
Bonds, Series 2006, 4.05%, final installment
due August 2019. - 17,240,000

$8,550,000 General Obligation Bonds, Series 2007,
4.125-5.625%, final Installment due August 2027. 8,550,000 -

Total General Obligation Bonds $ 43,863,700 $ 31,091,224

44



CITY OF MIDLOTHIAN, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 6. LONG-TERM DEBT - CONTINUED

Certificates of Obligation:

$3,200,000 Combination Tax and Revenue Certificates
of Obligation, Series 1996 (net of 68.75% allocated
to Proprietary Fund), 4.75%-6.75%, final installment
due August 2016.

$2,665,000 Combination Tax and Revenue Certificates
of Obligation, Series 1997 (net of 84.02% allocated
to Proprietary Fund), 4.5%-6.5% final installment due
August 2017.

$1,550,000 General Obligation Certificates of
Obligation, Series 2001, 4.5%-6.0%, final installment
due August 2021.

$3,000,000 Combination Tax and Revenue Certificates
of Obligation, Series 2003, 4.6% - 6.0%, final installment
due August 2023.

$3,900,000 Combination Tax and Revenue Certificates
of Obligation, Series 2006, 4.0%-6.5%, final Installment
due August 2025.

Total Certificates of Obligation

Governmental Business-type

$ 609,375 $ 1,340,625

274,057 1,440,944

1,235,000 -

- 2,585,000

3,770,000 -

$ 5,888,432 $ 5,366,569
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Revenue Bonds:
Business-type

$6,100,000 Waterworks and Sewer System
Revenue Bonds, Series 2001, 4.70-6.20%, final
installment due September 2013.

$1,500,000 Waterworks and Sewer System
Revenue Bonds, Series 2002, 4.0%-5.5%
final installment due September 2023.

$5,000,000 Waterworks and Sewer System
Revenue Bonds, Series 2003, 5.0%-6.5%,
final installment due September 2013.

$5,920,000 Waterworks and Sewer System
Revenue Bonds, Series 2004, 5.0%-6.0%, final
Installment due September 2029.

$8,120,000 Waterworks and Sewer System
Revenue Refunding Bonds, Series 2006,
3.875%-4.5%, final installment due
September 2033.

Total Revenue Bonds

Governmental

$ - $ 1,640,000

1,265,000

660,000

5,790,000

- 8,080,000

$ - $ 17,435 ,000
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NOTE 6. LONG-TERM DEBT - CONTINUED

The following is a summary of long-term debt transactions of the City for the year ended
September 30, 2007:

Amount
Beginning Ending Due Within
Balance Increases Decreases Balance One Year

Governmental activities:

General obligation bonds $ 36,585,117 $ 8,550,000 $ (1,271,417) $ 43,863,700 $ 1,769,341
Certificates of obligation 6,148,407 - (259,975) 5,888,432 274,698
Capital lease obligations 91,425 25,880 (53,760) 63,545 46,931
Tax Note 750,000 - (95,000) 655,000 100,000
Bond Premium 18,068 (1,322) 16,746 1,322
Deferred refunding amount (322,042) - 24,046 (297,996) (24,045)
Compensated absences 481,338 510,340 (445,954) 545,724 136,431

Total governmental activities $ 43,752,313 $ 9,086,220 $(2,103,382) $ 50,735,151 $ 2,304,678

Business-type activities:

General obligation bonds $ 33,049,809 $ - $ (1,958,585) $ 31,091,224 $ 1,958,586
Accreted interest 2,024,839 394,248 - 2,419,087 -
Certificates of obligation 5,691,594 - (325,025) 5,366,569 345,302
Revenue bonds 17,325,000 8,120,000 (8,010,000) 17,435,000 585,000
Capital lease obligations 141,067 - (25,380) 115,687 26,725
Bond discount (366,678) (46,038) 24,410 (388,306) (24,410)
Bond premium 3,680 - (266) 3,414 266
Deferred refunding amount (1,528,410) (489,654) 155,642 (1,862,422) (155,641)
Compensated absences 106,199 83,457 (69,910) 119,746 29,936

Total business-type activities $ 56,447,100 $ 8,062,013 $(10,209,114) $ 54,299,999 $ 2,765,764
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NOTE 6. LONG-TERM DEBT - CONTINUED

The annual requirements to amortize all debts outstanding as of September 30, 2007, are as
follows:

General Obliuation Bonds

Year Ending Governmental Activities Business-Type Activities
September 30, Principal Interest Principal Interest Total

2008 $ 1,769,341 $ 2,106,368 $ 1,825,662 $ 1,135,610 $ 6,836,981
2009 1,904,794 1,958,462 1,915,198 1,047,892 6,826,346
2010 1,995,652 1,854,914 1,994,350 957,442 6,802,358
2011 2,117,901 1,744,718 2,082,102 862,462 6,807,183
2012 2,208,470 1,645,150 2,181,533 764,114 6,799,267

2013-2017 12,378,868 6,576,620 11,286,137 2,483,934 32,725,559
2018-2022 12,818,674 3,615,590 7,501,486 5,789,211 29,724,961
2023-2027 8,015,000 1,100,388 2,304,756 7,408,587 18,828,731
2028-2031 655,000 45,540 - - 700,540

$ 43,863,700 $ 20,647,750 $ 31,091,224 $ 20,^449 252 $116,051,926

Certificates of Obli, ag tion

Year Ending Governmental Activities Business-Type Activities

September 30, Principal Interest Principal Interest Total

2008 $ 274,698 $ 280,566 $ 345,302 $ 270,436 $ 1,171,002

2009 288,620 265,234 361,377 250,436 1,165,667

2010 303,345 249,542 381,655 231,754 1,166,296

2011 318,832 232,984 401,169 211,922 1,164,907

2012 333,555 216,466 421,446 191,216 1,162,683

2013-2017 1,864,382 820,161 2,270,620 613,140 5,568,303

2018-2022 1,640,000 414,430 965,000 203,650 3,223,080

2023-2025 865,000 79,426 220,000 11,000 1,175,426

$ 5,888,432 $ 2,558,809 $ 6,366,569 $ 1,983,554 4364$ 15,797

Tax Notes

Year Ending Governmental-Type Activities
September 30, Principal Interest Total

2008 $ 100,000 $ 23,716 $ 123,716
2009 105,000 19,698 124,698
2010 105,000, 15,582 120,582
2011 110,000 11,368 121,368
2012 115,000 6,958 121,958
2013 120,000 2,352 122,352

$ 655,000 $ 79,674 $ 734,674
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Revenue Bonds

Year Ending Business-Type Activities
September 30, Principal Interest Total

2008 $ 585,000 $ 826,655 $ 1,411,655
2009 610,000 791,810 1,401,810
2010 645,000 756,073 1,401,073
2011 680,000 720,573 1,400,573
2012 715,000 685,363 1,400,363

2013-2017 4,115,000 2,869,165 6,984,165
2018-2022 4,595,000 1,895,319 6,490,319
2023-2027 3,005,000 1,018,650 4,023,650
2028-2032 2,190,000 316,738 2,506,738

2033 295,000 13,275 308,275

$17,435,000 $ 9,893,621 $27,328,621

The general fund has been used to liquidate capital lease liabilities with respect to
acquisition of governmental capital assets. Compensated absences are liquidated in the
governmental fund to which each employee's payroll is allocated.

In previous years, the City has legally defeased certain outstanding general obligation and
revenue debt by placing funds into irrevocable trusts pledged to pay all future debt service
payments of the refunded debt. The trust pledged to pay all future debt service payments
of the refunded debt. Accordingly, a liability for the defeased debt issues is not included in
the City's financial statements. As of September 30, 2007, the folEowing outstanding bonds
were legally defeased:

Series Type Amount

2006 Combination tax & revenue c/o's $ 16,265,000
2003 Waterworks & sewer system revenue bonds 4,155,000
2001 Waterworks & sewer system revenue bonds 3,305,000

1994 Tax & revenue refunding & imp bonds 950,000

1993 Combination tax & revenue c/o's 285,000

1992 Combination tax & revenue c/o's 555,000

$ 25,515,000
-r7•
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CITY OF MIDLOTHIAN, TEXAS
NOTES TO BASIC FINANCIAL STATEMENTS

NOTE 7. CAPITAL LEASE OBLIGATIONS

The City has entered into capital lease agreements. The leased property under capital
leases is classified as machinery and equipment with a net carrying value of approximately
$49,811 for governmental activities and $168,344 for business type activities. Amortization
expense has been included in depreciation expense for the year ended September 30,
2007.

The following is a schedule of future minimum payments under the capital lease together
with the present value of the net minimum lease payments as of September 30, 2007:

Year Ending
September 30,

2008
2009
2010
2011

Governmental
Activities

$ 51,106
9,151
9,151

Business-type
Activities

Less amount representing interest

Present value of net minimum
lease payments

NOTE 8. PROPERTY TAX

$ 32,845
32,845
32,844
32,844

69,408 131,378
(5,863) (15,691)

$ 63,545 $ 115,687

Property tax is levied each October 1 on the assessed value listed as of the prior January 1
for all real and business property located in the City. Taxable assessed value represents
the appraisal value less applicable exemptions authorized by the City Council.

Taxes are due on October 1, the levy date, and are delinquent after the following
January 31. Tax liens are automatic on January 1, each year. Penalties and interest are
included for any payment received after January 31.

Property taxes at the fund level are recorded as receivables and deferred revenues at the
time the taxes are assessed. Revenues are recognized as the related ad valorem taxes are
collected. Additional amounts estimated to be collectible in time to be a resource for
payment of obligations incurred during the fiscal year and therefore susceptible to accrual
have been recognized as revenue. Property taxes are recorded net of the allowance for
uncollectible taxes ($4,310 for the General Fund, $3,749 for the Debt Service Fund, and
$3,374 for the Water and Sewer Fund). The allowance is evaluated annually based upon
analysis of historical trends, current economic conditions and other pertinent factors.
Uncollectible personal property taxes are written off upon expiration of the five year statute
of limitations.
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NOTE 9. PENSION PLAN

Texas Municipal Retirement System

Plan Description

The City of Midlothian provides pension benefits for all of its full-time employees through
a nontraditional, joint contributory, hybrid defined benefit plan in the state-wide Texas
Municipal Retirement System (TMRS), one of 821 administered by TMRS, an agent
multiple-employer public employee retirement system.

Benefits depend upon the sum of the employee's contributions to the plan, with interest,
and 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 a percent (100%, 150%, 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 the 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
Matching ratio (City to employee)
A member is vested after

7%
2 to 1

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 5 years at 60 years of age, or 20 years at
any age.
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NOTE 9. PENSION PLAN - CONTINUED

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 (overfunded) actuarial liability (asset) 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. Both the employees and the City make contributions monthly.

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, 2006 valuation
is effective for rates beginning January 2008)

The following is a schedule of actuarial liabilities and funding progress and includes
those employees of the Corporation for Economic Development covered by the plan.

Actuarial valuation date 12/31/2006
Actuarial value of assets $ 8,279,956
Actuarial accrued liability $ 10,998,277

Percentage funded 75.28%

Unfunded actuarial accrued liability $ 2,718,321

Annual covered payroll $ 6,607,888

Unfunded actuarial accrued liability
as a percentage of covered payroll 41.14%

Net pension obligation at the beginning of period -

Annual pension cost:
Annual required contribution $ 637,126
Interest on net pension obligation -
Adjustment to the annual required contribution -

Total annual pension cost 637,126
Contributions made ( 637,126)
Increase in net pension obligation -

Net pension obligation at the end of the period $ -
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Contributions - Continued

Trend information for the past three years for TMRS is as follows:

NPO at the beginning of the period

Annual required contribution

Contributions made (100%)

NPO at the end of the period

The following actuarial assumptions were used:

Actuarial Cost Method
Amortization Method
Remaining Amortization
Asset Valuation Method
Investment Rate of Return
Projected Salary Increases
Includes Inflation at
Cost of Living Adjustments

Fiscal Year Ended September 30
2007 2006 2005

$ - $ - $ -

637,126 626,757 564,647

637,126 626,757 564,647

$ - ^ - $ -

Unit Credit
Level Percent of Payroll
25 years - open period

Amortized Cost
7%

None
3.5%
None

The City is one of 821 municipalities having the benefit plan administered by TMRS.
Each of the 821 municipalities have an annual, individual actuarial valuation performed.
All assumptions for the December 31, 2006 valuations are contained in the 2006 TMRS
Comprehensive Annual Financial Report, a copy of which may be obtained by writing to
P.O. Box 149153, Austin, Texas 78714-9153.

Texas Statewide Emergency Services
Personnel Retirement Fund (Senate Bill 411)

Plan Description

The Fire Fighters' Pension Commissioner is the administrator of the Texas Statewide
Emergency Services Personnel Retirement Fund (Fund), a cost-sharing multiple
employer pension system established and administered by the State of Texas to provide
pension benefits for emergency services personnel who serve without significant
monetary remuneration. The Fund is considered a component unit of the State of
Texas financial reporting entity and is included in the State's financial reports as a
pension trust fund. At August 31, 2006, there were 181 member departments
participating in the Fund.
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Plan Description - Continued

The table below summarizes the pension system membership as of August 31, 2006:

Retirees and beneficiaries currently receiving benefits 1,766
Terminated members entitled to benefits but not yet receiving them 1,815
Current active members (vested and nonvested) 4.480

Total ^0 1

The above membership count does not include retirees and beneficiaries that have been
in the Texas Local Fire Fighters Retirement Act (TLFFRA) fund before merging into S.B.
411. Of the 4,480 current members, 8 were covered by Midlothian. The Fund was
created by Senate Bill 411, 65`h Legislature, Regular Session (1977), and was revised in
the 79t" Legislature, Regular Session (2005). The Fund's provisions include retirement
benefits as well as death and disability benefits. Members are 50% vested after the
tenth year of service, with the vesting percent increasing 10% for each of the next five
years of service so that a member becomes 100% vested with 15 years of service.

Eligible members include emergency services personnel who provide services related to
fire, rescue and emergency medical services and who service without remuneration
while members in good standing of a participating department. In addition, eligible
members include auxiliary employees who receive limited compensation from a political
subdivision of Texas and who is certified by the political subdivision as being regularly
engaged in the performance of duties for a participating department.

Members can retire at certain ages, based on the years of service with the Employer.

The Service Retirement Eligibility for the Employer is 15 years/age 55

Upon reaching age 55, a vested member may retire and receive a monthly pension
equal to his vested percentage multiplied by six times the governing body's average -
monthly contribution over the member's years of qualified service. For years of service
in excess of 15 years, this monthly benefit is increased at the rate of 6.2% compounded
annually.

On and off-duty death benefits and on-duty disability benefits are dependent on whether
or not the member was engaged in the performance of duties at the time of death or
disability. Death benefits include a lump-sum amount and continuing monthly payments
to a member's surviving spouse and/or dependents.
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Plan Description - Continued

Contribution requirements were established by S.B. 411, 65th Legislative, Regular
Session (1977) and were amended by board rule in 2006. No contributions are required
by individual members. The governing bodies of participant department members are
required to contribute at least the minimum prescribed amount per month for each
active member and may contribute more.

Additional contributions may be made by governing body to pay for granting credit for
service before the department began participating in TESRS (prior service). The State
may also be required to make a limited amount of annual contributions to make the fund
actuarially sound.

Summary of Significant Accounting Policies and Plan Asset Matters

Basis of Accounting - The Texas Statewide Emergency Services Personnel Retirement
Fund financial statements are prepared using the accrual basis of accounting. The
Fund's fiscal year is from September 1 through the following August 31. Contributions
are recognized as revenues in the period in which they are due to the Fund. No
contributions applicable to the H.B. 258 Texas Local Fire Fighters Retirement Act
(TLFFRA) are included herein.

Method Used to Value Investments - The Texas Statewide Emergency Services
Personnel Retirement Fund investments are reported at fair market value. Gains and
losses on sales of assets are recognized on the transaction date. Appreciation or
depreciation of investments are recognized immediately.

Plan Asset Matters - Net assets available for benefits, as computed by the Fund's
actuary, included the total of the principal and interest due on contracts with member
governing bodies for the purchase of buybacks and unfunded prior service costs.

Contributions

The "actuarial accrued liability" is a standardized disclosure measure which represents the
value of the portion of the member's anticipated retirement, death, disability and termination
benefits accrued as of the valuation date. The entry age actuarial cost method is used for
determining the actuarial accrued liability. Projected salary increases and any step rate
benefits are not applicable. Benefits are not based on salaries of the member. The
actuarial accrued liability is intended to help users assess the pension, system funding
status on a going-concern basis, assess progress made in accumulating sufficient assets to
pay benefits when due, and make comparisons among public employee retirement systems.
This measure is the same as the actuarial funding method used to perform the actuarial
valuation.
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Contributions - Continued

The last actuarial valuation was conducted August 31, 2006. Significant actuarial
assumptions used include (a) a rate of return on the investment of present and future
assets of 8% per year and (b) the future contribution level will increase at the same rate as
the average increase in dues over the last five years for the plan in total.

Contributions Required and Contributions Made

The contribution requirement per active emergency services personnel member per month
is not actuarially determined. Rather, the minimum contribution provisions were set by
board rule. For the fiscal year ended August 31, 2006 total contributions (dues and prior
service) of $2,077,728 were paid into TESRS by the political subdivisions served by the
member volunteer emergency services personnel. In addition, the state appropriated
$675,307 for the fiscal year ending August 31, 2006. Total contributions made were equal
to the contributions required by the state statute and were equal to contributions required
based on the revised August 31, 2004 actuarial valuation.

The purpose of the biennial actuarial valuation is to test the adequacy of the financing
arrangement to determine if it is adequate to pay the benefits that are promised. The
actuarial valuation as of August 31, 2006, revealed the adequacy of the expected
contributions from the political subdivisions together with the actual state appropriations for
the fiscal year ended August 31, 2007 ($709,613 as the maximum state contribution
according to state law plus $400,000 to help pay for the System's administrative expenses)
and with the assumed continuation of legislative appropriations of (1) the maximum state
contribution amount in future years for up to 30 years as is necessary for the System to
have a 30-year amortization period, and (2) approximately $400,000 each year to help pay
for the System's administrative expenses. Expected contributions for the fiscal year ending
August 31, 2007 are equal to the contributions required.

In addition to the contributions for dues and prior service made to the Texas Statewide
Emergency Services Personnel Retirement Fund, some cities are required to make
additional deposits. These additional deposits are for retirees and beneficiaries that have
been in the H.B. 258 Texas Local Fire Fighters Retirement Act (TLFFRA) fund before
merging into S.B. 411. For Midlothian, there were no additional deposits made.
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Contributions Required and Contributions Made - Continued

The Plan performs a valuation every two years. The following is a schedule of actuarial
liabilities and funding progress as of the latest valuation date:

Actuarial valuation date 8/31/06

Actuarial value of assets $42,268,305

Actuarial accrued liability $58,082,828

Percentage funded 72.8%

Unfunded actuarial accrued liability $15,814,523

Annual covered payroll NA

Trend information for the past three years for the Fund is as follows:

Fiscal Year Ended September 30
2007 2006 2005

NPO at the beginning of the period $ - $ $ -

Annual required contribution 2,432 4,160 835

Contributions made (100%) 2,432 4,160 835

NPO at the end of the period $ - $ - $ -
-

Actuarial Cost Method Entry Age
Amortization Method Level dollar, open
Remaining Amortization Period 30 years
Asset Valuation Method Market value smoothed by a 5-year

deferred recognition model with a
90%/110% corridor on market value

Investment Rate of Return 8.00%
Projected Salary Increases N/A
Includes Inflation At 3.75%
Cost-of-Living Adjustments None
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NOTE 10. INTERFUND TRANSFERS AND BALANCES

All interfund transfers between the various funds are approved supplements to the
operations of those funds. The following is a schedule of fiscal year 2007 transfer activity:

Transfer In Transfer Out Amount Purpose
General fund Water and sewer $ 431,284 Funds for personnel costs
General fund Non major 20,000 Aerial mapping project 2007
Capital projects fund Water and sewer 15,000 Funds for bond issuance costs

Water and sewer Debt service 252,880 Funds for bond issuance costs
Debt service Water and sewer 150,880 Funds for debt service
Non major General fund 99,738 Establish new court fund

Totals $ 969,782

Interfund balances at September 30, 2007 consisted of the following:

Receivable Fund

General Fund

Payable Fund Amount Purpose

Water and sewer $ 35,030 Garbage frachise fees

Totals $ 35,030

NOTE 11. RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The City has purchased commercial insurance to protect against these various risks of loss.
There was no significant reduction in insurance coverage from the previous year. Settled
claims for risks have not exceeded insurance coverage for the past three years.
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NOTE 12. JOINT VENTURE - MIDLOTHIANfWAXAHACHIE AIRPORT

Pursuant to an inter-local agreement authorized by state statutes, the City of Waxahachie,
Texas joined the City of Midlothian, Texas to construct and operate an airport for the mutual
benefit of the two cities. The agreement established an Airport Board of seven members.
Each city appoints three members to terms of three years. The seventh member is
appointed for a two-year term. The cities alternate appointing the seventh member.

The Board is responsible for the supervision and operation of the airport assets, grounds,
and improvements. Each year the Board shall prepare a budget for consideration by the
cities. The Airport Budget is funded by equal contributions from each city, user fees, and a
tax on fuel. The Cities of Midlothian and Waxahachie each have a 50 percent share of
assets, liabilities and fund equity. Most of the construction of the airport was funded by
grants from the Federal Aviation Administration.

The budget for FY 2007 required each city to contribute $40,000 towards the operation of
the airport. This amount is expected to decrease in the future as other revenues increase.
Complete financial statements for the Airport Board can be obtained from the City of
Waxahachie Finance Director at 401 S. Rogers, Waxahachie, Texas.

The following is summary financial information of the joint venture at September 30, 2007
and for the year then ended:

Balance Sheet
Assets $ 9,012,062
Liabilities (15,696)

Net assets $ 8,996,366

Revenues $ 346,549
Expenses (445,653)

Net loss $ (99,104)
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CITY OF MIDLOTHIAN, TEXAS
GENERALFUND

BUDGETARY COMPARISON SCHEDULE
YEAR ENDED SEPTEMBER 30, 2007

Exhibit A-1

Variance with
Budgeted amounts Final Budget

Original Final Actual Positive (Negative)
Revenues:

Taxes $ 9,046,869 $ 9,046,869 $ 10,445,901 $ 1,399,032
Licenses and permits 621,825 621,825 737,964 116,139
Intergovernmental 1,295,141 1,295,141 1,302,749 7,608
Charges for services 735,621 735,621 902,849 167,228
Fines 417,000 417,000 573,937 156,937
Investment income 223,445 223,445 541,203 317,758
Miscellaneous revenues 61,749 61,749 28,012 (33,737)

Total revenues 12,401,650 12,401,650 14,532,615 2,130,965

Expenditures:
Current

General government 4,383,531 4,547,296 3,889,888 657,408
Public safety 5,357,867 5,400,822 5,429,149 (28,327)
Public works 2,357,808 2,431,104 2,088,928 342,176
Culture and recreation 716,863 716,863 691,615 25,248

Intergovernmental 841,718 841,718 841,718 -

Total expenditures 13,657,787 13,937,803 12,941,298 996,505

Excess (deficiency) of revenues
over expenditures (1,256,137) ( 1,536,153) 1,591,317 3,127,470

Other financing sources (uses)
Capital lease proceeds - - 25,880 25,880
Transfers in 451,284 451,284 451,284 -
Transfers out - - (99,738^ (99,738)

Total other financing
sources (uses) 451,284 451,284 377,426 (73,858)

Net change in fund balance (804,853) (1,084,869) 1,968,743 3,053,612

Fund Balances - beginning of year 9,019,462 9,019,462 9,019,462 -

Fund Balances - end of year $ 8,214,609 $ 7,934,593 $ 10,988,205 $ 3,053,612
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CITY OF MIDLOTHIAN, TEXAS
NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

NOTE 1. BUDGETARY CONTROL

The City follows these procedures in establishing the budgetary data reflected in the
financial statements:

1. Prior to August 1, the City Manager submits to the City Council a proposed Operating
budget for the fiscal year commencing the following October 1. The operating budget
includes proposed expenditures and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.

3. The budget is legally enacted through passage of an ordinance.

4. The City Manager is authorized to transfer budgeted amounts between departments
within any fund; however, any revisions that alter the total expenditures of any fund must
be approved by the City Council.

5. The legal level of budgetary control (i.e., the level at which expenditures may not exceed
appropriations) is the fund level.

6. Formal budgetary integration is employed as a management control device during the
year for the General Fund.

7. Encumbrances for goods or purchased services are documented by purchase orders or
contracts. Encumbered amounts lapse at year end. At year end, encumbrances are
canceled or reappropriated as part of the following year budget.

Annual Appropriated budgets are consistent with U.S. generally accepted accounting
principles and are legally adopted for the general fund and the water and sewer fund.
Special revenue fund budgets are not legally adopted.

All appropriations lapse on September 30 of the fiscal year.

Budgeted amounts are as originally adopted or as amended by the City Council. Individual
amendments were not material in relation to the original appropriations, which were
adopted,
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CITY OF MIDLOTHIAN, TEXAS
REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF FUNDING PROGRESS FOR
PARTICIPATION IN TEXAS MUNICIPAL RETIREMENT SYSTEM

SEPTEMBER 30, 2007

Exhibit A-2

Unfunded

Actuarial
Unfunded Accrued Liability

Actuarial Actuarial Actuarial Actuarial Annual as a
Valuation Value of Accrued Percentage Accrued Covered Percentage of

Date Assets Liability Funded Liability Payroll Covered Payroll

Texas Municipal Retirement System

12/31/00 $ 3,992,915 $ 4,593,202 86.9 $ 600,287 $ 3,053,477 19.7
12/31/01 4,765,610 5,552,287 85.8 786,677 3,772,401 20.9
12/31/02 5,191,317 6,920,621 75.0 1,729,304 4,218,255 41.0
12/31/03 5,659,884 7,785,913 72.7 2,126,029 4,689,206 45.3
12/31/04 6,573,551 8,551,201 76.9 1,977,650 5,048,689 39.2
12/31/05 7,725,280 9,874,111 78.2 2,148,831 5,821,545 36.9
12/31/06 8,279,956 10,998,277 75.3 2,718,321 6,607,888 41.1

Texas Statewide Emergency Services Personnel Retirement Fund (Senate Bill 411)

08/31/98 $ 26,420,269 $ 28,558,982 92.5 $ 2,138,713 NA
08/31/00 36,767,553 36,048,771 102.0 (718,782) NA
08/31/02 30,451,876 43,240,852 70.4 12,788,976 NA
08/31/04 38,140,501 51,567,426 74.0 13,426,925 NA
08/31/06 42,268,305 58,082,828 72,8 15,814,523 NA
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CITY OF MIDLOTHIAN, TEXAS
NON MAJOR GOVERNMENTAL FUNDS

SPECIAL REVENUE FUNDS

The Special Revenue Funds are used to account for revenue sources that are legally restricted
to expenditures for specified purposes.

Police Imprest Fund -- Established to account for funds accumulated through police
seizures.

Midlothian Restoration Fund - Established to account for monies collected from the sale
of memorial bricks and donations from citizens.

Hotel/Motel Tax Fund -- Established to account for local hotel and motel occupancy tax
receipts.

Kiosk Fund --- Established to account for monies collected from the leasing of kiosks to be
used for the beautification of the City of Midlothian.

Police Training Academy -- Established to account for funds accumulated for in-service
training provided by the City of Midlothian Police Department for City police officers, as well
as for those of neighboring cities.

Municipal Court Fund -- Established to account for the accumulation of funds to be used
for court building security, court technology, judicial efficiency and child safety program.
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CITY OF MIDLOTHIAN, TEXAS
COMBINING BALANCE SHEET -

NON MAJOR GOVERNMENTAL FUNDS
SEPTEMBER 30, 2007

ASSETS

Cash and cash equivalents
Accounts receivable
Due from other governments

TOTAL ASSETS

Special Revenue

Hotel
Police Midlothian Motel
Imprest Restoration Tax

$ 2,214 $ 1,816 $105,752
- - 4,521

$ 2,214 $ 1,816 $110,273

LIABILITIES AND FUND BALANCES

Liabilities
Accounts payable and accrued liabilities
Deferred revenue

$ - $ - $ 4,201

Total liabilities

Fund balances
Reserved for police department
Reserved for restoration
Reserved for city promotion
Reserved for city beautification
Reserved for court
Reserved for police training academy

Total fund balances

TOTAL LIABILITIES AND FUND BALANCES

- - 4,201

2,214 - -
- 1,816 -
- - 106,072

2,214 1,816 106,072

$ 2,214 $ 1,816 $110,273
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Exhibit B-1

Special Revenue
Total

Police Non Major
Kiosk Training Municipal Governmental
Fund Academy Court Funds

$ 88,080 $ 159

- 75

$ 146,069 $ 344,090
- 4,521
- 75

$ 88a080 $ 234 $ 146,069 $ 348,686

$ - $ - $ 18,530 $ 22,731

- - 18,530 22,731

- - - 2,214
- - - 1,816
- - - 106,072

88,080 - - 88,080
- - 127,539 127,539
- 234 - 234

88,080 234 127,539 325,955

$ 88,080 $ 234 $ 146,069 $ 348,686
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CITY OF MIDLOTHIAN, TEXAS
COMBINING STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN FUND BALANCE - NON MAJOR
GOVERNMENTAL FUNDS

YEAR ENDED SEPTEMBER 30, 2007

Special Revenue

Hotel
Police Midlothian Motel Kiosk
Imprest Restoration Tax Fund

Revenues
Taxes $ - $ - $ 17,434 $ -
Investment income 19 77 5,797 1,990
Miscellaneous revenues 2,015 37 - 85,000

Total revenues 2,034 114 23,231 86,990

Expenditures:
Current:

General government 5,227 25 16,277 -

Total expenditures 5,227 25 16,277 -

Excess (deficiency) revenues
over expenditures (3,193) 89 6,954 86,990

Other financing sources (uses):
Transfers in - - - -
Transfers out - - - -

Total other financing
sources (uses) . - - -

Net change in fund balance (3,193) 89 6,954 86,990

Fund Balances - beginning of year 5,407 1,727 99,118 1,090
Fund Balances - end of year $ 2,214 $ 1,816 $ 106,072 $ 88,080
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Exhibit B-2

Special Revenue
Total

Police Non Major
Training Municipal Governmental

Academy Court Funds

$ - $ - $ 17,434
22 1,137 9,042

22,675 52,697 162,424

22,697 53,834 188,900

2,750 26,033 50,312

2,750 26,033 50,312

19,947 27,801 138,588

- 99,738 99,738
(20,000) - (20,000)

(20,000) 99,738 79,738

(53) 127,539 218,326

287 - 107,629

$ 234 $ 127,539 $ 325,955
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STATISTICAL SECTION

This part of the City of Midlothian's comprehensive annual financial report presents detailed information
as a context for understanding what the information in the financial statements, notes disclosures, and
required supplementary information says about the City's overall financial heaith. This information has not
been audited by the independent auditor.

Contents Table #s

Financial Trends 1, 2,3 & 4
These tables contain trend information to help the reader understand how the City's

financial performance and well-being have changed over time.

Revenue Capacity 5, 6, 7 & 8
These tables contain information to help the reader assess the City's most significant local

revenue source, property taxes.

Debt Capacity 9,10,11 & 12

These tables present information to help the reader assess the affordability of the City's
current levels of outstanding debt and the City's ability to issue additional debt in the future.

Economic and Demographic Information 13 & 14
These tables offer economic and demographic indicators to help the reader understand

the environment within which the City's financial activities take place.

Operating Information 16, 16 & 17
These tables contain service and infrastructure data to help the reader understand how

the information in the City's financial report relates to the services the City provides.

Source: Unless otherwise noted, the information in these tables is derived from the comprehensive annual
financial reports for the relevant year. The City implemented GASB Statement 34 in fiscal year 2003: tables
presenting government-wide information include information beginning in that year.
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(C^^ r tl' Ô} W O 00 C4

QhtOCD P-
N M

fR ffY 69 f,9 V! w} f!3 !i9

CDIC)1.OnAtilIGNOOp O
^ro 67NCDwlp(flr(pc?tt)

p(6 P1-: 0(00 C'.) ('.1 M V
^:i7 a- r t- r r

_Lu
N

O^

CD C) N

N

oo$ o^^^rn°o$o
NNNNNN

^ LO
V g

CS

U ^

♦.^'°

o°
Z Va

ui

C

o
d 'f/1

C

yU .a^o

13 'O C
C !/^

U oN_ pp N a

.O
v ao^

as =
U E

X
C^ N I- X
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Attachment 6A Fee Schedule - City of Midlothian
104 West Ave. E, Midlothian, TX 76065

CITY OF MIDLOTHIAN FEE SCHEDULE

UTILITY IMPACT FEES

Actual Meter Size:

Equivalent
Service Unit

(ESU) Water Sewer
Total

for Both
5/8" 1 $1,880 $2,771 $4,651
1" 1.75 $3,290 $4,849 $8,139
2" 7 $13,160 $19,397 $32,557
3" 16 $30,080 $44,336 $74,416
4" 28 $52,640 $77,588 $130,228
6" 64 $120,320 $177,344 $297,664
8" 100 $188,000 $277,100 $465,100
10" 150 $282,000 $415,650 $697,650

ROADWAY IMPACT FEES
SERVICE AREA 1 SERVICE AREA 2 SERVICE AREA 3 SERVICE AREA 4 SERVICE AREA 5 SERVICE AREA 6

ZONE ZONE 2 ZONE 3 ZONE 4 ZONE5 ZONE 6
Service Units (Single Family X $4.51) X Impact Fee of per "Service Area"

$4.51 X (1) $123.67 $4.51 X (2) $123.67 $4.51 X (3) $123.67 $4.51 X (4) $123.67 $4.51 X (5) $0. $4.51 X (6) $123.67
$557.75 $557.75 $557.75 $557.75 $0.00 $557.75

SUBDIVISION SUBDIVISION SUBDIVISION SUBDIVISION SUBDIVISION SUBDIVISION
2nd Street Quarters Ashford Prairie Crystal Forest VII Cotton Creek Ranch Brandi Ridge
Bryant Street Kensington Honeysuckle Mid Meadows V Country South
Green Acres Long Branch Somerset Villa @ Meadows Fox Run
Highland Meadows Meadows ^,@ Longbranch Spring Creek Westside Preserve Hunters Glen $22.72
Millbrook Mockingbird Twin Creeks Woodcreek Lawson Farms
Northridge (Hale Waived) Mt View Addition
Overlook Old Farmhouse Rosebud

Park Place Sweetwater Creek

FEES REVISED AS OF 10/18/06 PER APPROVAL & ORDINANCE (AGENDA 2006-500 10/10/06
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