FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Operating Program Status

1. TheCity shall operate on acurrent funding basis.
Expenditures shall be budgeted and controlled so
as not to exceed current revenues plusthe planned
use of undesignated fund balance accumulated
through prior year surplus. Nonrecurring or one-
time revenues should, to the extent possible, only
be used for one-time expenditures (expenditures
not expected to reoccur and requiring future
appropriations) to avoid future shortfalls.

2. Theyear-to-year increase of actual revenue from
the levy of the ad valorem tax will generally not
to exceed 8%:

Excluding taxable value gained by through
annexation or consolidation;

Excluding the value gained through new
construction;

Excluding expenditureincreases mandated by
the voters or another governmental entity; and

Not excluding the valuation gained through
revaluation or equalization programs.

3. Debt will not be used to fund current operating
expenditures.

4. All retirement systems will be financed in a
manner to systematically fund liabilities. The
City will assure sufficient funds are provided to
pay current service plus interest on unfunded
liabilities plus amortization of the unfunded
liabilities over a programmed period. No less
than annual reviews will be provided to Council
by the pension funds.

Status

In Compliance
Current revenues are sufficient to support current
expendituresin al operating fundsin FY 2002-03.

In Compliance
The % change in base revenue (from FY 2001-02
to FY 2002-03) is 3.76%.

Adjusted revenues cannot exceed “base” revenues
more than 8%.

Base revenues = FY 2001-02 budgeted revenues

from current tax roll (in 000's) $ 424,885
2002-03 Ad-Vaorem Tax Revenue $451,016
Less: Voter Mandated-Debt Service $993

Growth from Annexation $ 0

Growth from New Construction ~ $9,173
Adjusted revenue recommendation: $ 440,850
% Change from base revenues: 3.76%

In Compliance
No debt is programmed in the Operating Budget
to fund current expenses.

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Operating Program Status (Continued) Status
5. Actuarial analysiswill be performed annually on In Compliance

all retirement systems. Adjustments in benefits

and contributions will be authorized only after

meeting the test of actuarial soundness. All

health plans should have actuarial reviews

performed bi-annually to determine the required

levels of funding necessary. These health plans

shall be financed in amanner to ensure sufficient

funds are available to fund current liabilities and

provide some reserve levels for extraordinary

claims.

6. Each enterprise fund of the City will maintain In Compliance
revenues which support the full (direct and
indirect) cost of the utility. In addition, each
Enterprise Fund and Internal Service Fund should
maintain at least 30 days of budgeted operations
and maintenance expense in net working capital,
and avoid cash deficits.

7. The Emergency Reserve shall be used to provide In Compliance
for temporary financing of unanticipated or
unforeseen extraordinary needs of an emergency
nature; for example, costs related to a natural
disaster or calamity, a 5% decline in property
values, or an unexpected liability created by
Federal or Statelegidativeaction. Fundsshall be
allocated from the Emergency Reserve only after
an anaysis has been prepared by the City
Manager and presented to City Council. The
analysis shall provide sufficient evidence to
establish that the remaining balance isadequateto
offset potential downturns in revenue sources.
The analysis shall address the nature of the
proposed expenditure and the revenue
reguirement in subsequent budget years. Prior to
allocating fundsfrom the Emergency Reserve, the
City Council shall find that an emergency or
extraordinary need exists to justify the use of
thesefunds. Fundsshall beallocated each year in
the budget process to replace any use of the
Emergency Reserve funds during the preceding
fiscal year to maintain the balance of the
Emergency Reserve levels.
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Operating Program Status (Continued)

8. The Contingency Reserve shal be used to
provide for unanticipated needs that arise
during the vyear: for example, expenses
associated with new service needs that have
been identified after the budget process, new
public safety or heath needs, revenue
shortfalls, service  enhancements, or
opportunities to achieve cost savings. Funds
shall be allocated from the Contingency
Reserve only after an analysis has been
prepared by the City Manager and presented to
the City Council outlining the initial and
recurring costs associated with the proposed
expenditure. Additionally, these funds would
be used prior to use of the Emergency Reserve
funds. Fundsshall be allocated each year inthe
budget process to replace any use of the
Contingency Reserve funds during the
preceding fiscal year and to maintain the
balance of the Contingency Reserve at alevel
ranging from %% to 1% of budgeted
departmental expenditures.

9. Thecombined levelsof the Emergency Reserve
and the Contingency Reserve shall be
maintained at alevel which, when added to the
end-of-year unreserved, undesignated fund
balances of the General Fund is not less than
5% of the General Fund operating expenditures
less debt service.

Status

In Compliance
The adopted Contingency Reserve leve g
$4,074,782. It will be funded from FY 01-02
Contingency Reserve ending balance of $1,595,705
and General Fund contribution of $2,479,077.

Note: Emergency Reserve, Contingency Reserve and
Fund Balance total 4.30% of the General Fund.

In Compliance with five year funding plan

Emergency Reserve

9/30/02 (projected) $17.7M

FY 2002-03 appropriations $.8M

Contingency Reserve

9/30/02 (projected) $1.6M

FY 2002-03 appropriations $2.5M

Fund Balance 9/30/02 (projected) $12.5M
$35.1M

$815.0M x4.30%= 35.0M

FY2002-03 = 4.30%
FY2003-04 = 4.65%
FY 2004-05 = 5.00%
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Oper ating Program Status (Continued)

10.

A Risk Reserve shall be maintained at alevel,
which, together with purchased 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 thisreserve.

11. A General Fund liability fund shall be budgeted

12.

13.

annually to provide for outstanding and
anticipated claims expense and resulting
liabilities during the budget year. Anindividual
judgment settlement cap is set at $5,000,000.
The Emergency Reserve will be accessed
should the cap be exceeded. An independent
actuarial analysisshall be conducted every two
yearsto determine the appropriate level of this
fund.

Consider the establishment of a Landfill
Closure / Post-Closure Reserve to provide for
any future potential liabilities. Analysiswill be
performed  periodically to  determine
appropriate timing and amount of funding
needs. Funds could be allocated from an
increase in user fees.

Operating expenditureswill 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 aso determine the long-term
cost of any potential deferred maintenance cost.
Normal maintenance will be funded through
the operating budget.

Status

In Compliance

The adopted Risk Reservelevel is$1,250,000. It will
be funded from the FY 01-02 Risk Reserve ending
balance of $1,250,000.

In Compliance
The adopted Liability Reserve will be funded af]
$10,069,927. It will be funded from FY 02-03
Genera Fund contribution of $7,787,436, Genera
Fund departmental contributions of $894,159 and
other funds contributions of $1,388,332.

Establishment of reserve not recommended at thig
time.

Not In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Operating Program Status (Continued) Status
14. Anannual assessment and five year projection Assessments have been performed. Replacement and
for al equipment and maintenance needs mai ntenance needs are not funded.

should be performed, and a maintenance and
replacement schedule developed based on the

projection.

15. An annual review of selected fees and charges In Compliance
will be conducted to determine the extent to A comprehensive fees and charges study was
which the full cost of associated services is completed in FY 01-02. Recommendations are
being recovered by revenues. All fees and included in FY 02-03 Budget.
charges will be reviewed at least once every
four years.

Capital and Debt M anagement

16. Any capita projects financed through the In Compliance
issuance of bonds shall be financed for a period
not to exceed the expected useful life of the
project. (Bondsissued for street resurfacing shall
be financed for a period not to exceed 10 years.)

17. The Net (non self-supporting) General Obligation In Compliance
(G.O.) Debt of Dallas will not exceed 4% of the 1.01%
true market valuation of the taxable property of
Dallas.

18. Total direct plus overlapping debt shal be In Compliance
managed so as to not exceed 8% of market 2.27%
valuation of taxable property of Dallas. All debt,
which causestotal direct plusoverlapping debt to
exceed 6% of market valuation, shall be carefully
planned and coordinated with all overlapping
jurisdictions.

19. Interest expenses and other capital related In Compliance
expensesincurred prior to actual operation will
be capitalized only for facilities of enterprise
activities.

20. Average (weighted) General Obligation bond In Compliance
maturities shall be kept at or below 10 years. 6.59 Years
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Capital and Debt M anagement (Continued)

21.

22.

23.

24,

25.

Annual Genera Obligation debt service
(contribution) including certificates  of
obligation debt for risk management funding
shall not exceed 20% of thetotal governmental
fund expenditures (comprised of general fund,
specia funds, debt service funds and capital
project funds).

Per Capita General Obligation Debt including
Certificates of Obligation, Equipment Acquisition
Notes and Genera Obligation Bonds will be
managed to not exceed 10% of the latest
authoritative computation of Dallas' per capita
annual personal income.

Debt may be used to finance bettermentsintended
to extend service life of original permanent
capital improvements under the following
conditions:

the original improvement isat or near the end
of its expected service life;

the betterment extends the life of the original
improvement by at least one third of the
original servicelife;

thelife of thefinancing islessthan thelife of
the betterment;

the betterment is financed through either
C.O.sorG.O.'s

Interest earningsfrom G.O. Bonds shall be used
solely to fund capital expenditures, debt
service, or used to fund a reserve for capital
contingencies.

Certificates of Obligation should be used only to
fund tax-supported projects previously approved
by the voters; or for risk management funding as
authorized by the City Council; or non-tax
revenue-supported projects approved by City
Council.

Status
In Compliance
11.91%

In Compliance
1.58%

In Compliance

In Compliance

In Compliance

H-15




FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Capital and Debt M anagement (Continued)

26.

27.

28.

29.

30.

31.

32.

33.

Certificates of Obligation (C.O.) Debt including
that for risk management funding supported by an
ad valorem tax pledge should not exceed 15% of
total authorized and issued General Obligation
(G.O.) Débt.

All C.O.’s issued in lieu of revenue bonds
should not exceed 10% of outstanding G.O.
Deht.

Certificates of Obligation will be limited to
projects consistent with Financial Management
Performance Criteriafor debt issuance.

Certificates of Obligation for an enterprise system
will be limited to only those projects, which can
demonstrate the capability to support the
certificate debt either through its own revenues,
or another pledged source other than ad valorem
taxes.

Certificates of Obligation authorization will
remain in effect for no more than five years
from the date of approval by the City Council.

Certificates of Obligation authorized for risk
management funding shall be issued for a term
not to exceed 20 years.

Tax Increment Financing zones should be
established where revenues will recover 1.25
timesthe public cost of debt in order to provide
an adequate safety margin.

No morethan 10% of the property (i.e. parcels) in
a Tax Increment Financing zone, excluding
property dedicated for public use, may be used for
residential purposes. “Residential purposes’
includes property occupied by ahouse, which has
less than five living units.

No more than 5% of the City’ stax basewill bein
Tax Increment Financing zones.

Status
In Compliance
3.57%

0%

In Compliance

In Compliance

In Compliance

In Compliance

In Compliance

In Compliance

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Capital and Debt M anagement (Continued) Status
34. All PID and TIF proposals, even “ pay-as-you-go” In Compliance
projects, will be valuated for service impact. A
five-year fiscal note must accompany any request
to establish a PID or TIF including repayment
terms of any inter-fund borrowing.

35. All adopted PID or TIF debt i ssuances supported In Compliance
by a district's revenues, are subject to the
following criteria:
Coverage Tests - The project should provide
for revenues, net of overlapping taxes, of 1.25
times maximum annual debt service
requirement. Theissuance of TIF bonds may
be considered prior to achieving coverage
ratio of 1.25 if:

< a developer or property owner provides a
credit enhancement such as a letter of credit
or bond insurance from an AAA-rated
financial institution for the entire amount of
the debt issue; and

<in the event that there is insufficient TIF
increment revenuesto retire TI1F bonds, which
event consequently requires that the credit
enhancement mechanism be called upon to
service the TIF bonded indebtedness,
contingent liability to reimburse a
credit-enhancer would be the soleliability of
the developer or its affiliates; and

<in the event that there are changes in the
rating of the financial institution providing
credit enhancement, then that institution shall
be replaced with an AAA-rated financia
institution within 90 days, and

<in the event that no replacement of an
AAA-rated ingtitution is provided, no further
TIF bonds in advance of the 1.25 coverage
ratio will be provided for any additional TIF
projects undertaken by the developer or its
affiliates.
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Capital and Debt M anagement (Continued) Status

Additional Bonds Test - the project should
include an additional bondstest parallel tothe
coverage test.

Reserve Fund - the project should include a
debt service reserve fund equal to the
maximum annual debt service requirements.

Limitations on Amount of PID/TIF Bonds-
The total amount of PID/TIF indebtedness
will be included and managed as part of the
City's overlapping debt, and

Thetotal amount of PID/TIF debt outstanding
should generally not exceed 20% of the City's
outstanding general obligation indebtedness.

PID/TIF bonds should be limited to projects
consistent with the City's previously adopted
Financial Management Performance Criteria
for debt issuance.

PID bonds should belimited to those projects,
which can demonstrate the ability to support
the debt either through its own revenues or
another pledge source other than ad valorem
taxes.

PID/TIF bond authorizations should remainin
effect for no more than five years from the
date of City Council approval.

36. All adopted PID or TIF debt issuances must In Compliance
mature on or before the termination date of the
respective PID or TIF district and, further, all
bonds must aso conform to the district's
Financial Plan by maturing on or beforetheplan's
projected date by which all district expenses
would be paid, including repayment of bonds.
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Capital and Debt M anagement (Continued)

37.

38.

39.

40.

The City will not propose the issuance of any

unrated, high yield PID/TIF bond which could be
labeled a*high risk bond” except for small (less

than $5 million) private placements coordinated
with the City’ s Financial Advisor.

All projects must be carefully evaluated for

credit-worthiness and meet the criteria above

whether or not a credit rating is obtained.

The City should use PID/TIF bonds only when
other options have been considered.

Advance refundings and forward delivery
refunding transactions should be considered
when the net present value savings as a
percentage of the par amount of refunded bonds
isat least 4%.

Current refunding transactions should be
considered when the net present value savings
as a percentage of the par amount of refunded
bondsis at least 3%.

Each Enterprise Fund (where applicable) will
maintain fully funded debt service reserves. A
surety bond (or other type of credit facility such
as a letter of credit) may be used in lieu of
funding the reserve if the former is
economically advantageous.

Status
In Compliance

In Compliance

In Compliance

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Accounting, Auditing, and Financial Planning

41. The City will establish and maintain a high

42.

43.

degree of accounting practices, accounting
practices will conform to generally accepted
accounting principles as set forth by the
authoritative standard setting body for units of
local government.

An annual audit will be performed by an
independent public accounting firm, with the
subsequent issue of an official Comprehensive
Annua Financial Report (CAFR) within 120
days of the City’ sfiscal year end.

Full disclosure will be provided in the annual
financia statements and bond representations.

Budget

44,

45,

46.

Revenues and expenditures will be projected
annually for at least three years beyond the
current budget projections.

Financial systems will be maintained to
monitor  expenditures, revenues and
performance of al municipal programs on an
ongoing basis.

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.

Status

In Compliance
The basis of budgeting for al funds essentialy
follows the basis of accounting (modified accrual).
The major differences between the budgeting and
accounting basisare: 1) encumbrances are recorded
as expenditures (budget basis) rather than as 3
reservation of fund balance (accounting basis); 2)
compensated absences (accrued but unused leave) are
not reflected in the budget; 3) depreciation expenseis
not included in the budget basis.

Field work completed January 21, 2002
Report issued March 25, 2002

In Compliance

In Compliance

In Compliance

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Budget (Continued)

47. A report reflecting end of fiscal year status of
performance against these criteria will be
prepared within 60 days after officia
presentation of the Comprehensive Annual
Financial Report to the City Council. A pro
forma report reflecting Proposed budget status
will be submitted with the City Manager's
Proposed Budget each year.

Cash M anagement

48. Investmentswill be madein conformancewith
the City’ s investment policy, with the primary
objectives of preservation of capital,
maintenance of sufficient liquidity and
maximization of return on the portfolio.

49. The accounting system and cash forecasting
system will provide regular information
concerning cash position and investment.

50. Internal Service Funds and Enterprise Funds
will maintain positive cash balances.

Grantsand Trusts

51. All grants will be managed to comply with the
laws, regulations and guidance of the grantor;
and all giftsand donationswill be managed and
expended according to the wishes and
instructions of the donor.

52. Prior to acceptance of proposed gifts and
donations and governmental grants a fiscal
review will be conducted. The review should
consider matching requirements, impacts on
both revenues and expendituresfor the next five
years, whether the objectives of the gifts,
donation or grants meet the strategic goals of the
City, and any potential impact of loss of funds.

Status
In Compliance

In Compliance

In Compliance

In Compliance

In Compliance

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Dallas Water Utilites

1. Current revenues will be sufficient to support

current expenses including debt service and
other obligations of the system.

Long-term debt will be used only for capital
expansion, replacement and improvement of
plant, not for current expenses.

Short-term  debt, including tax-exempt
commercia paper, will be used as authorized
for interim financing of projectswhichresultin
capital improvements. The authorization of
tax-exempt commercia paper will be limited
to 10% of the 10-year capital improvement
program in effect at the time of the commercial
paper authorization. No commercial paper
program will be authorized for more than ten
years. Outstanding tax-exempt commercial
paper will never exceed the amount authorized
by Council.

Contingency reserveswill be appropriated at a
level sufficient to provide for unanticipated,
nonrecurring expenditures.

Debt financing for capital projects will not
exceed the useful life of the asset, and in no
case shall the term exceed 30 years for water
supply projects, or 20 years for other types of
projects.

Anunreserved cash balancewill be maintained
such that it provides aminimum quick ratio of
150 and a least 30 days of budgeted
expendituresfor operationsand maintenancein
net working capital.

Status
In Compliance

In Compliance

In Compliance

In Compliance
$1.1 million contingency

In Compliance

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Dallas Water Utilities, continued

7.

10.

11.

12.

Net revenues available for debt service should
be at least 1.5 times the maximum annual
principal and interest requirements of relevant
outstanding revenue bonds at the end of the
fiscal year, and at least 1.3 times maximum-
year requirementsat all times, measured during
a fiscal year using the previous year net
revenues available for debt service.

Current revenues which are more than
operating expenses and debt service will be
used for capital expenditures and other water
and wastewater purposes.

Funds available from current rates in each
fiscal year for system rehabilitation,
replacement, and expansion will be
appropriated equal to or more than financial
statement depreciation expense reasonably
estimated in the same year.

Capital financing will be provided through a
combination of revenue bonds, current
revenues, contributed capital, and short-term
debt. An equity to debt ratio of at least 20%
should be maintained on all capital projects.

Retail cost of service studieswill be performed
at least every two yearsand reviewed annually.
Rate adjustments will be recommended when
required, but, normally, no more frequently
than annually.

Wholesale treated water rates for customer
cities and other governmental entities will be
determined on the basis of the inter-city
agreement of 1979. Wholesale wastewater and
untreated water rateswill be determined on the
basisof contractual agreementswith wholesale
customers. Rates shall be adjusted annually if
cost of service studies indicate a need
therefore.

Status
Not in Compliance

1.35 times maximum annual principal and interest

In Compliance

In Compliance

In Compliance
Equity to debt ratio of 22%

In Compliance

In Compliance
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FINANCIAL MANAGEMENT PERFORMANCE CRITERIA
FY 2002-03 Adopted Budget Status

Dallas Water Utilities, continued Status

13. Funds generated by Dallas Water Utilities will In Compliance
be used solely for the development, operation,

and maintenance of the water and wastewater

utility system.
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