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Briefing Outline 

› Overview of Financial Management 
Performance Criteria 

› Review potential revisions related to 
capital projects and debt service

› Review impact of revisions to bond 
program/pay-as-you-go

› No recommendation is included since  
briefing is informational only; no action is 
required
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Overview of FMPC

› Financial Management Performance Criteria 
(FMPC) are a set of standards which guide 
City’s financial decisions

› Originally adopted in 1978

› Criteria are grouped into categories:
– Operating programs

– Capital & debt management

– Accounting, audit, & financial planning

– Cash management

– Grants & trusts

› Dallas Water Utilities has its own set of 
criteria that govern its system
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FMPC Review/Revisions

› FMPC monitored for compliance at multiple 
intervals during each fiscal year including:
– During budget process

– At fiscal year-end

– Prior to each debt issuance

› FMPC has been amended periodically by 
Council:
– Most recent revision approved October 2014 

› Increased minimum unassigned fund balance of General 
Fund from 5% (18.3 days) to 8.2% (30 days)

– Revisions were also made in 2011, 2008, 2007 and 
2005
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Capital & Debt FMPC

› Criteria related to capital and debt pertain 
to City’s general obligation program 
including:
– Prescribes debt limits

– Outlines usage of certificates of obligation

– Governs use of tax increment financing (TIF) 
and public improvement districts (PID)

– Sets policy prohibiting use of debt to finance 
current operating expenses

› Dallas Water Utilities has its own set of 
capital and debt criteria 
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FMPC Criteria #17

› Criteria #17 governs amount of general 
obligation (GO) debt City can have 
outstanding
– Cannot exceed 4% of market value of taxable 
property

– Currently at 1.5% of market value of taxable 
property

› Consider changing criteria from market value 
to taxable value 
– Texas Government Code uses taxable value as debt 
limit as do Dallas’ peer cities 

› Additional consideration of lowering 4% 
threshold in FMPC #17 to lesser amount 
– And/or establish additional criteria to phase down 
percent of total tax rate used for debt service
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FMPC Criteria #17

Comparative City Analysis – General Obligation Debt Limits

City Policy/Statute

Dallas Not to exceed 4% of market value of taxable property;
City Charter also imposes limit of 10% of assessed 
valuation

Austin Not to exceed 2% of assessed valuation

Fort Worth Does not impose a debt limit; utilizes a tax rate cap of 
$1.90/$100 valuation

Houston Not to exceed 10% of assessed valuation

San Antonio Not to exceed 10% of assessed valuation

State of Texas Government Code limits debt to 10% of assessed 
valuation; State Constitution also imposes a tax rate cap 
of $2.50/$100 valuation for debt service
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If FMPC Revised for Debt Reduction

› FY16 outstanding debt is 1.7% of taxable value

› Any plan to reduce GO debt level would be 
affected by size of 2017 Bond Program

› Figures below assume zero bond issuance after 
2017 Bond Program
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Estimated General Obligation Debt as a % of Taxable Value

Scenario FY 2020 FY 2025 FY 2030

$1 Billion 1.60% 1.25% 0.65%

$800 Million 1.60% 1.10% 0.55%

$600 Million 1.60% 1.00% 0.50%

$500 Million 1.55% 0.90% 0.45%

$800 Million (10-Year Bonds) 1.65% 1.00% 0.35%



If FMPC Revised for Debt Reduction

› FY16 debt service tax rate is currently 29.2% of 
total tax rate

› Any plan to reduce GO debt level would be 
affected by size of 2017 Bond Program

› Figures below assume zero bond issuance after 
2017 Bond Program
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Estimated Debt Service Tax Rate as a % of Total Tax Rate

Scenario FY 2020 FY 2025 FY 2030

$1 Billion 29.2% 28.4% 26.3%

$800 Million 28.4% 26.7% 25.1%

$600 Million 27.9% 25.0% 23.8%

$500 Million 27.9% 23.8% 23.2%

$800 Million (10-Year Bonds) 29.2% 29.2% 27.6%



Notes on Estimated Values

› Future figures presented in this briefing are 
estimates based on available information and 
they will change

› Projections will fluctuate based on:
– Changes in property tax revenue once tax roll is 
certified (7/25/16) and tax rate is proposed for 
FY17

– Ability to shift tax rate from debt service to general 
fund for purposes of pay-as-you-go is subject to 
rollback rate limitation

– Any changes made by State Legislature to property 
tax code

› Estimated values also assume City will not 
have another bond program after 2017
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Projected Future Debt Service
($ in millions)

11

$218
$238$230$223

$208$204$197$191
$178

$167$157
$140

$117
$105$105 $96 $96 $86 $86

$61

$6 $21 $37
$53

$47
$41

$40
$39

$38
$37

$35

$34
$33 $32

$31 $29
$28 $27

$26

$16 $8

$23 $43 $59 $79
$91

$79

$79

$81

$78 $76
$73 $71

$68 $66

$63

$61
$58

$56 $45
$33 $24

$12
$0

$50

$100

$150

$200

$250

$300

$350

Existing Bond Debt Service Projected Authorized Unissued Bond Debt Service

2017 Bond Program Debt Service Revenues

Commercial Paper is used to interim 
finance projects before issuing 
bonds for new bond program

Bond election in May 2017 (FY17) and begin projects using Commercial Paper.

Opportunity exists 

for future bond 

program or pay-

as-you-go 

program



Debt Service as % of Tax Rate 
(Projected reduction for possible shift for pay-as-you-go)
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Current tax rate = 29.2% of total

Revenue required for bond 
debt service 

(gap between line and 0%)



Projected Pay-as-you-Go Revenue 
Resulting from Tax Rate Shift to GF
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Figures in this chart are 
estimates assuming no 
future bond programs; 
and assume shifting tax 
rate to Pay-as-you-Go will 

not be limited by 
Rollback Tax Rate



Projected Pay-as-you-Go Revenue 
Resulting from Tax Rate Shift to GF
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Projected Pay-as-you-Go Revenue 
Resulting from Tax Rate Shift to GF
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Projected Pay-as-you-Go Revenue 
Resulting from Tax Rate Shift to GF
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Pros/Cons of Pay-as-you-Go Program

› Pros of pay-as-you-go program
– Reduces City’s long-term debt
– Reduces expense by eliminating future interest cost
– Eliminates potential for interest rate exposure
– Does not require rating agencies 

› Cons of pay-as-you-go program
– Shifting tax rate from debt service to pay-as-you-go is 

subject to rollback tax rate limitations
– Four prepared scenarios show ~$100m cash in a given year 

is not available until FY32 or later  
› City typically awards $100m to $150m annually on capital projects

– Condition of City infrastructure will worsen during period 
between 2017 bond program and time that sufficient cash 
is accumulated in pay-as-you-go program
› Street degradation averages between 4.2%-4.8% annually; 10-year 

wind up period could have devastating effect on street conditions

– Funds for pay-as-you-go could be redirected for other 
purposes by future City Councils
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Revisions to FMPC #17

› Criteria #17 could be revised to reflect a debt 
limit based on taxable values rather than 
market value

› Criteria #17 could be revised and change 
threshold limit from 4% of market value of 
property to a lesser amount such as 2% of 
taxable value
– Or phase reduction to a lesser amount over time

› Additional criteria could be added to 
establish policy to reduce percent of tax rate 
allocated to debt service from current 29.2%
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Questions & Comments
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