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OJ.TE December 18, 2015 CITY OF DALLAS 

ro Members of the Budget, Finance & Audit Committee: Philip T. Kingston (Vice Chair), Erik 
Wilson, Rickey D. Callahan, Scott Griggs, Lee M. Kleinman 

SUBJECT 
Follow-up to Questions from December 71ti Budget, Finance and Audit Committee Meeting 

Attached are responses to questions asked during your December 7th briefing on the Ad 
Valorem Tax Overview. 

Please let me know if you need additional information. 
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~t~i;ah~~far Officer 

c: Honorable Mayor and Members of City Council 
A.C. Gonzalez, City Manager 
Warren M.S. Ernst, City Attorney 
Craig D. Kinton, City Auditor 
Rosa A. Rios, City Secretary 
Daniel F. Solis, Administrative Judge 
Ryan S. Evans, First Assistant City Manager 

Jill A. Jordan, P.E., Assistant City Manager 
Joey Zapata, Assistant City Manager 
Mark McDaniel, Assistant City Manager 
Eric D. Campbell, Assistant City Manager 
Jeanne Chipperfield, Chief Financial Officer 
Sana Syed, Public Information Officer 
Elsa Cantu, Assistant to the City Manager 

"Dallas-Together, we do It better!" 
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Budget, Finance, and Audit Committee 
Follow-up to Questions on December 7, 2015 

Ad Valorem Tax Overview 
 
1. What can be done to push the legislative agenda to require disclosure of sales prices in order to 

improve appraising the true market value of property?    Could sales disclosure be required 3-5 years 
after the sale? 

 
For the past five state legislative sessions, the City of Dallas’ legislative program has included initiatives to 
publicly record all real property sale prices to accurately determine the fair market value of 
properties.  Mayor Leppert testified in Austin in 2009 in support of a City of Dallas initiative to require 
sales price disclosure.  Dallas is the only city in 15 years to even have been granted a committee hearing 
on the issue and the legislation never came up for a vote.  Most cities and counties do not even include it 
in their State legislative agendas anymore because of the overwhelming opposition.   
 
2. How is commercial property appraised?  
 
Appraisal of residential and non-residential properties is the responsibility of the four appraisal districts:  
Collin, Dallas, Denton, and Rockwall.  Dallas Central Appraisal District (DCAD) provided the following 
information on the three approaches (income, sales and cost) utilized to value commercial properties.  The 
income approach capitalizes the income generated from the property to determine an estimate of its 
value.  This is the preferred method for valuating income producing properties.  The sales approach 
analyzes sales of comparable properties.  Sales data such as sale surveys and third party appraisals is used 
to help determine the value.  The cost approach is derived by adding the cost of replacing the property 
and the value of the land then deducting depreciation.  This is the preferred method for special use 
properties, new construction, or properties that have limited sales or income data.  
 
3. Is there a standard or best practice for the percent of the tax rate that should be allocated to debt 

service?   
 
Because property tax laws vary state to state, Government Finance Officer Association (GFOA) does not 
have a best practice related to a specific percent of property tax that should be allowed for debt service.   
GFOA’s best practice recommends that the debt management policy of an organization measure debt 
using one of the following as a guideline.  Although GFOA suggests types of measures, they do not quantify 
the metric or provide a goal. 

• Debt per capita 
• Debt as a ratio to personal incomes (also included in Dallas FMPC) 
• Debt as % of taxable property values (also included in Dallas FMPC) 
• Debt Service payments as % of General Fund revenues or expenses 
 

4. Does ICMA recommend no more than 25% of the tax rate should be dedicated to paying debt 
service? 

 
Research of ICMA website did not reveal any best practice that indicates that no more than 25% of a 
property tax rate should be dedicated to paying debt service.   
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5. How much does Dallas Water Utilities (DWU) contribute to the General Fund for Payment-in-lieu-
of-Taxes (PILOT), Indirect Cost, and Street Rental?  
 

$12.1m PILOT – based on appraised value of DWU property located within City of Dallas and the 
City’s property tax rate.  

$8.3m Indirect Cost – based on an annual indirect cost study prepared by a consultant to determine 
the cost of internal activities in the General Fund such as human resources, payroll, accounts 
payable, purchasing, attorney’s office, etc. that are attributable to DWU.   

$25.8m Street Rental – based on 5% revenue of DWU and charged for DWU’s use of General Fund 
rights-of-way; similar to franchise fee charged to other utilities using the City’s rights-of-way.   

$46.2m  Total payment from DWU to City’s General Fund  
$10.5m PILOT – portion of PILOT contributed to Public/Private Partnership fund for economic 

development activities.  
$5.1m  Street Rental – based on additional 1% revenue of DWU used for Street and Alley 

Improvement fund initiated in FY16 budget. 
$61.8m  Total payment from DWU to General Fund, Public/Private Partnership Fund and Street and 

Alley Improvement Fund 
 
6. Is there a way to restructure Dallas Water Utilities so that the Dallas General Fund could benefit 

similar to Austin and San Antonio that benefit from their electric and gas utilities?  
 
The briefing indicated that Austin benefits about $126m from their City-owned electric utility and San 
Antonio benefits about $300m from their City-owned electric/gas utility.  Dallas does not own or operate 
an electric/gas utility.  Therefore, Dallas is unable to make the same types of inter-fund transfers that 
Austin and San Antonio do from their electric/gas utilities.   
 
The briefing attempted to point out differences between the peer cities, and did not reference the 
similarities.  Dallas, the same as both Austin and San Antonio, owns and operates a water utility.   
 

Dallas As noted in the response above, Dallas receives about $61.8m from DWU for the 
General Fund, Public/Private Partnership Fund, and Street and Alley Improvement Fund.     

Austin Austin Water Utility (AWU) transfers 8.2% of gross revenues based on a rolling 3-year 
average of the two most recent closed year actuals (FY13, FY14) and the current year 
estimate (FY15). For FY16, this amount is $40.8m.  AWU also pays indirect cost of 
$12.4m for a total of $53.2m. 

San Antonio  San Antonio Water System (SAWS) pays the City 2.7% of annual gross revenues which 
for FY16 equates to $13.9m. SAWS does not pay indirect cost.   

 
The City Charter only allows for DWU to pay for costs that are attributable to the utility (including for 
payment of an amount equal to ad valorem taxes and other charges that would be due the city if DWU 
were not a city-owned public utility) and not for non-utility costs.  DWU costs are passed on to customers 
of the utility based on a cost-recovery rate model and rate schedules approved by the City Council.    
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7. Provide a chart that shows not just principal payment over time, but shows both principal and 
interest over time.  

 
The below table shows the annual principal and interest cost for each year.  
 

 

Fiscal Year Principal Interest Total Payment
FY99 87,105,000          34,739,801        121,844,801     
FY00 86,455,000          35,245,256        121,700,256     
FY01 85,350,000          38,028,314        123,378,314     
FY02 81,330,122          50,426,550        131,756,672     
FY03 80,837,827          44,390,739        125,228,566     
FY04 88,550,000          37,606,862        126,156,862     
FY05 104,365,000        40,830,839        145,195,839     
FY06 121,745,000        66,779,970        188,524,970     
FY07 118,175,000        69,334,786        187,509,786     
FY08 134,134,125        85,219,102        219,353,227     
FY09 146,402,696        97,599,094        244,001,790     
FY10 196,820,000        86,043,469        282,863,469     
FY11 148,312,000        99,630,444        247,942,444     
FY12 154,254,750        89,044,091        243,298,841     
FY13 145,717,603        80,150,821        225,868,424     
FY14 143,956,830        82,643,589        226,600,419     
FY15 126,426,841        90,878,226        217,305,067     

FY16 Projected* 145,520,977        97,677,174        243,198,151     
FY17 Projected 142,294,089        95,697,319        237,991,408     
FY18 Projected 139,508,560        89,950,237        229,458,797     
FY19 Projected 137,475,322        85,238,245        222,713,567     
FY20 Projected 127,271,699        80,434,194        207,705,893     
FY21 Projected 149,150,000        54,657,787        203,807,787     
FY22 Projected 149,625,000        47,205,517        196,830,517     
FY23 Projected 150,545,000        39,817,156        190,362,156     
FY24 Projected 144,830,000        32,613,813        177,443,813     
FY25 Projected 106,071,834        60,812,184        166,884,018     
FY26 Projected 96,960,114          57,527,530        154,487,644     
FY27 Projected 85,642,693          54,801,447        140,444,140     
FY28 Projected 64,004,062          52,925,636        116,929,698     
FY29 Projected 53,258,642          51,864,969        105,123,611     
FY30 Projected 53,560,730          51,105,369        104,666,099     
FY31 Projected 45,055,840          50,602,192        95,658,032        
FY32 Projected 45,053,960          50,512,854        95,566,814        
FY33 Projected 34,822,046          50,792,228        85,614,274        
FY34 Projected 34,824,198          51,320,966        86,145,164        
FY35 Projected 14,936,297          45,590,144        60,526,441        

City of Dallas, Texas
General Obligation Debt Historical Analysis

*FY16 includes use of $25M cash to refund Commercial Paper 
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