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Overview

* Provide overview of City’'s Financial
Management Performance Criteria (FMPC)

* Discuss potential changes to criteria
 Review next steps
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City Council initially adopted FMPC in 1978 to set financial
guidelines and standards for decision making

FMPC contains 55 criteria in 7 different categories plus 13
additional criteria specific to Dallas Water Utilities

* Operating Program: Criteria 1-14

« Pension Program: Criteria 15-16

« Budgeting and Planning: Criteria 17-25

« Capital and Debt Management: Criteria 26-41

« Economic Development: Criteria 42-49

* Accounting, Auditing, and Financial Planning: Criteria 50-52

* Grants and Trusts: Criteria 53-55

« Dallas Water Utilities: Criteria DWU1-DWU13
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FMPC is reviewed for compliance during annual budget development, at
year-end, and with each debt issuance

Proposed revisions are historically recommended based on changes in
state laws, feedback from city departments/staff, review by city’s
financial advisors, review of best practices, and input from City Council

 Most recent revisions to FMPC approved March 26, 2025

Staff recommends the following 11 changes:
« Edit nine criteria — #1, #2, #5, #7, #10, #11, #20, #39, #51
 Delete one criteria — #24
 Add one criteria — Number TBD

All changes to criteria on the following pages are indicated in red text

and with strikethroughs
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. Revision to FMPC #1 — Edit Criteria

Property Tax Revenue Limit

Current;

The year-to-year increase of actual
revenue from the levy of the ad valorem tax will
generally not exceed 3.5%; excluding taxable
value gained through  annexation or
consolidation; excluding the value gained
through new construction; excluding
expenditure increases mandated by the voters
or another governmental entity; and not
excluding the valuation gained through
revaluation or equalization programs.

Recommended: The year-to-year increase of

actual revenue from the levy of the ad valorem
tax will generally not exceed 3.5%; excluding
taxable value gained through annexation or
consolidation (only if the new property qualifies
as new construction); excluding the value
gained through new construction; and excluding
expenditure increases mandated by the voters
or another governmental entity;—and—neot

cocolbomo e oo codnes oo
gt lizati |

Note: To better align with Texas Property Tax Reform and Transparency Act of 2019 (SB2).
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. Revision to FMPC #2 —

Edit Criteria

Unassigned Fund Balance Minimum

Current: The unassigned fund balance of the General
Fund, which includes the Emergency and Contingency
Reserves, shall be maintained within a range of not less
than 50 days and not more than 70 days of the General
Fund operating expenditures less debt service. Funds
will be allocated from unassigned fund balance only after
the City Manager has prepared an analysis and
presented it to the City Council. If at any point the
unassigned fund balance drops below the 50-day
minimum, the City Manager will prepare a plan of how
the unassigned fund balance will be brought into
compliance, including over multiple years if necessary. If
unassigned fund balance exceeds 70 days, the City
Manager will recommend to the City Council to use the
excess for one-time or non-recurring costs.

Recommended: The unassigned fund balance of the
General Fund, which includes the Emergency, and
Contingency, and Employee Benefits Reserves, shall be
maintained within a range of not less than 60 55 days
and not more than 70 days of the General Fund
operating expenditures less debt service. Funds will be
allocated from unassigned fund balance only after the
City Manager has prepared an analysis and presented it
to the City Council. If at any point the unassigned fund
balance drops below the 50 55-day minimum, the City
Manager will prepare a plan of how the unassigned fund
balance will be brought into compliance, including over
multiple years if necessary. If unassigned fund balance
exceeds 70 days, the City Manager will recommend to
the City Council to use the excess for one-time or non-
recurring costs.

Note: To strengthen financial reserves.
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. Revision to FMPC #5 — Edit Criteria

« Current: The Risk Reserve shall be maintained | + Recommended: See name of criteria listed
at a level, which, together with purchased above
insurance policies, adequately protects the
City’s assets against loss. An analysis shall be
conducted every three years or when the
deductible level of the City’s property insurance
is modified (whichever is earlier), to determine
the appropriate level of this reserve.
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. Revision to FMPC #7 — Edit Criteria

Enterprise Funds Full Cost Funding

Current: Each enterprise fund of the City will

maintain revenues which support the full (direct
and indirect) cost of the fund. In addition, each
Enterprise Fund should maintain at least 30
days of budgeted operations and maintenance
expense in net working capital and avoid cash
deficits. Enterprise Funds will maintain positive
balances.

Recommended: Each enterprise fund of the
City will maintain revenues which support the
full (direct and indirect) cost of the fund. In
addition, each Enterprise Fund should maintain
at least 30 40 days of budgeted operations and
maintenance expense in net working capital
and avoid cash deficits. Enterprise Funds will
maintain positive balances.
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. Revision to FMPC #10 — Edit Criteria

Replacement versus Maintenance Analysis

Current: Operating expenditures will be
programmed to include current costs of fully
maintaining City facilities, including parks,
streets, levees, vehicles, buildings, and
equipment. A cost-benefit analysis will be
performed on replacement cost versus
projected required maintenance costs to
determine the level at which City facilities
should be maintained. The analysis will also
determine the long-term cost of any potential
deferred maintenance cost. Normal
maintenance will be funded through the
operating budget.

Recommended: Operating expenditures will be
programmed to include eurrent the operating and
maintenance costs of fullymaintaining infrastructure
including City facilities, ineluding parks, streets,
levees, vehicles; and buildings—and-egquipment. Every
five-years, staff will calculate the current costs of fully
maintaining this infrastructure. A cost-benefit analysis
will be performed on replacement cost versus
projected required preventive, deferred, and other
maintenance costs to determine the level at which
City faeilities infrastructure should be maintained. The
analysis will also determine the long-term cost of any
potential deferred maintenance cost. Nermal
) i be funded h i :
budget. The five-year analysis will be presented to

Note: To make criteria attainable.

City Council for funding consideration.
W)
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. Revision to FMPC #11 — Edit Criteria

Annual Assessment of Equipment and Maintenance

Current: An annual assessment and five-year

projection for all equipment and maintenance
needs should be performed, and a maintenance
and replacement schedule developed based on
the projection.

Recommended: Every five-years, staff will

conduct an Anr—anndal assessment including
utilization analysis and five-year projection for
all equipment and vehicles, and maintenance

needs should-beperformed, and a maintenance

and replacement schedule will be developed
based on the projection. The analysis will be

presented to City Council for funding
consideration.
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. Revision to FMPC #20 — Edit Criteria

Operating Impact of Capital Improvements

Current: Prior to authorization of new or replacement
facilities/buildings or renovation of previously
decommissioned facilities/buildings, the City Manager
will provide the total estimated capital cost and five-
year forecast of ongoing operating and maintenance
costs to City Council. Operating expenditures will be
programmed to include the cost of implementing
service of the capital improvements, and future
revenues necessary for these expenditures will be
estimated and provided for prior to undertaking the
capital improvement. The City Council will authorize
each new or reopened facility/building by
supermajority vote.

Recommended: Prior to City Council authorization of

any new added facilities/buildings, ef replacement
facilities/buildings, or renevation reopening of
previously decommissioned facilities/buildings, the
City Manager will provide the total estimated capital
cost and five-year forecast of ongoing operating and
maintenance costs to City Council. Operating
expenditures will be programmed to include the cost
of implementing service of the capital improvements,
and future revenues necessary for these
expenditures will be estimated and provided for prior
to undertaking the capital improvement. The City
Council will authorize each new added, replacement,
or reopened facility/building by supermajority vote.
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. Revision to FMPC #24 — Delete Criteria

No-New-Revenue Tax Rate Scenario

 Current: The City Manager will develop an |+ Recommended: Fhe-City-Manager-will-develop
estimated No New-Revenue Tax Rate budget so—eotmmeded Pl Loown Soviepie o ote
scenario and, if different from the City budget scenario and, if different from the City
Manager’'s recommended budget required by Memscoprs rocompropdec bipdand pociros o
Chapter 11, Section 1 of the City Charter, will Chapter 11, Section 1 of the City Charter, will
provide it to the City Council at the same time. provide it to the City Council at the same time.
The estimated No-New-Revenue Tax Rate :
budget scenario will include a prioritized list of budget scenario will-include a prioritized list of
services/expenses that could be funded and a services/expenses-that could be funded-and-a
prioritized list of services/ expenses that could prioritized-list -of services/expenses-that could

not be funded with the estimated no-new-

revenue tax rate. revenue-taxrate-
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. Revision to FMPC #39 — Edit Criteria

Advance and Current Refunding Criteria

 Current: Advance refunding and forward |® Recommended: Advance refunding and forward
delivery refunding transactions should be delivery refunding transactions should be considered
considered when the net present value savings | When the net present value (NPV) savings as a

as a percentage of the par amount of refunded percentoage of the par amqunt of refun_ded bonds is at
: o : least 4%. Current refunding transactions should be
bonds is at least 4%. Current refunding

, _ considered when the net present value savings as a
transactions should be considered when the net|  ercentage of the par amount of refunded bonds is at

present value savings as a percentage of the least 3%. Tender transactions may be considered
par amount of refunded bonds is at least 3%. when the NPV savings are estimated to capture at
least 50% of the savings achievable through a
comparable current refunding, based on prevailing
market rates.
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. Revision to FMPC #51 — Edit Criteria

Annual Independent Audit and Financial Report

Current;

Management will contract with an
independent public accounting firm for an
annual audit, with the subsequent issuance of
an official Annual Comprehensive Financial
Report (ACFR) in conformity with GAAP and
applicable State statutes.

Recommended: Management will contract with

an independent public accounting firm for an
annual audit, with the subsequent issuance of
an official Annual Comprehensive Financial
Report (ACFR) in conformity with GAAP and
applicable State statutes. The ACFR will be
completed and filed with the City Secretary’s
Office no later than 180 days after the last day
of the city’s fiscal year.
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. Revision to FMPC #TBD — New Criteria

Use of Proceeds from the Sale of Real Estate

 Current: N/A
o Status: N/A

Recommended: Proceeds from the sale of real estate

up to $20 million for any single transaction will be
deposited to the General Capital Reserve (or other
appropriate fund if the asset was owned by an
enterprise fund). General Capital Reserve funds will
be used for preventive maintenance, deferred
maintenance, and improvements of other assets in
the city’s real estate portfolio. If the proceeds from a
single transaction in the General Capital Reserve
exceeds $20 million, staff will present City Council
with a separate recommendation for the disposition of
the proceeds including use for deferred maintenance,
contribution to the Dallas Police and Fire Pension
System, or other use. Proceeds subject to bond
covenant or other legal restriction are not subject to
this criteria.

Note: To incorporate Ordinance #15680 approved on November 16, 1977, into FMPC.

15

———<=RVICE
7)) | FIRST,
Citv of Dallas NOW!



CNetses

Receive feedback from Finance Committee
Seek City Council input on August 19 and approval on August 25

Continue review of FMPC for compliance during annual budget
development, at year-end, and with each debt issuance

Provide on-going review and updates to Finance
Committee regarding future changes as necessary
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