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Purpose



 

Overview of Liability and Workers’ Compensation Program 


 

Review the Request for Competitive Sealed Proposal (RFCSP) 
process



 

Provide results of the proposal evaluations


 

Make recommendation
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Liability and Workers’ Compensation 
Program


 

The Liability and Workers’ Compensation Program consists of two 
components:  


 

Claims administration (performed by Third Party Administrator), and


 

Claims paid (paid by the City via the Third Party Administrator)


 

Liability


 

City is self-insured for all liability claims


 

City Attorney’s Office defends lawsuits and claims against the City 


 

City has protection under Texas Tort Claims Act which limits exposure


 

$250,000/person $500,000/occurrence


 

$100,000 for property damage


 

Certain claims are protected by governmental immunity


 

FY 09-10, 1,500 liability claims received; $4,760,140 paid


 

Workers’ Compensation (WC)


 

City is self-insured for all claims under $750,000


 

City purchases excess WC insurance for catastrophic claims exceeding 
$750,000



 

FY 09-10, 2,046 WC claims received; $10,500,455 paid
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2004 Study of Workers’ Compensation 
Program



 

Study of Risk Management Program was conducted in 2004 and 
benchmarked against industry best practices



 

Result of Study required audit of WC program


 

City Auditor conducted a performance audit of WC program 


 

Comprehensive review of program and policies by PartnerSource, Inc. 
(contracted firm by City Attorney)



 

Commission on Productivity and Innovation recommended changes for 
Loss Control



 

Major Findings Resulting from 2004 Audit


 

WC costs were higher than average


 

WC claims remained open longer than average


 

Injured workers were out of work longer than average


 

Injured workers not encouraged to return to work


 

Safety initiatives were not defined and had minimal impact on the 
reduction in losses
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2004 Audit Recommendations and 
Actions 


 

2004 Audit Recommendations


 

Develop strategies to encourage employees to return-to-work


 

Better oversight of designated medical provider network 


 

Provide safety training to employees and implement safety inspections


 

Actions Taken By City


 

Developed Return-to-Work/Light Duty Program


 

Implemented formalized Safety Program


 

Consolidated Safety staff to Risk Management


 

Developed safety training programs


 

Developed Safety Scorecard


 

Implemented property inspection program


 

Awarded a 5-year contract to Tristar Risk Management as Third Party 
Claims Administrator (TPA)


 

Not to exceed $11,971,853


 

Term:  12/1/2005 – 11/30/2010


 

Implemented WC Certified Network
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2004 Audit Results


 

Positive Results (from efforts of City and TPA)


 

Number of WC claims reduced 28%


 

2627 claims to 2046 claims


 

WC claims cost reduced 23%


 

$13,004,008 to $10,500,455


 

Length of time to close WC claims reduced 16%


 

285 days to 237 days
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

 

Current TPA Contract expires 11/30/2010


 

Services Provided


 

Claims administration (WC and Liability)


 

Determination of eligibility


 

Claims processing


 

Payment recommendation


 

WC medical cost containment


 

Medical, hospital and pharmacy bill auditing


 

Pre-authorizations


 

Case Management


 

WC legal representation on Texas Workers’ Compensation Commission 
issues



 

Surveillance and investigation services


 

RFCSP issued July 15, 2010

Request for Competitive Sealed Proposal 
(RFCSP)
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Request for Competitive Sealed Proposal 
(RFCSP)


 

Aon Risk Consultants Provided Oversight


 

Subject Matter Experts


 

Reviewed bid specifications


 

Prepared comparative analysis of bids 


 

The evaluation team consisted of the following:


 

Assistant Director, Human Resources


 

Sr. Risk Analyst, Human Resources


 

WC Coordinators, DPD and DFR


 

Manager III, Human Resources (Non-scoring)


 

Aon Risk Consultants (Non-scoring)
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Request for Competitive Sealed Proposal 
(RFCSP)


 

Received 7 proposals


 

Full TPA Services


 

Broadspire Services, Incorporation


 

ESIS


 

JI Companies


 

Tristar Risk Management


 

Liability


 

Carl Warren and Company 


 

Medical Cost Containment


 

Argus Services Corporation


 

Injury Management Organization 



 

All Proposers Interviewed


 

Evaluation Criteria


 

Responsiveness (10 pts)


 

Qualifications (15 pts)


 

Risk Management Information System (10 pts)


 

Services Rendered (20 pts)


 

MWBE (15 pts) and Cost (30 pts) 


 

MWBE and Costs were evaluated by Procurement
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Proposal Results



 

To realize the most competitive pricing, proposals were accepted for 
bundled and unbundled services



 

After comparing all bid responses, it was determined that bids for 
bundled services were most advantageous



 

Proposers were ranked with JI Companies and Tristar Risk 
Management listed as the top two vendors

Vendor

Responsiveness 
to the RFCSP     

(10 points) 

Proposer 
Qualifications  

(15 points) 

Risk 
Management 
Information 

System  
(RMIS)        

(10 Points)

Services 
Rendered     
(20 points)

Cost          
(30 points) 

Evaluated by 
Purchasing

MWBE 
Participation   
(15 points) 

Evaluated by 
Purchasing Total

Broadspire 
Services, Inc. 9.00 10.25 8.25 14.25 24.81 9.00 75.56

ESIS, 
Incorporated 8.00 11.75 8.25 13.00 19.13 2.00 62.13

JI Companies 9.25 14.00 8.25 17.50 30.00 7.00 86.00

TRISTAR Risk 
Management 9.00 14.00 9.25 18.25 24.88 7.00 82.38

Third Party Claims Administration - All Services
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Best and Final Offers


 

Best and final offers were requested and accepted from the top two 
vendors:  JI Companies and Tristar Risk Management



 

JI Companies offered the most competitive pricing


 

20% ($1,749,076) less than Tristar Risk Management

Service JI Companies Tristar Risk Management
Workers' Compensation 4,513,239                          5,363,937                                     
Legal 500,000                             858,000                                        
Investigation 49,732                               49,732                                          
General Liability 2,331,878                          2,872,256                                     
Medical Cost Containment 1,225,989                          1,225,989                                     

Total 8,620,838                        10,369,914                                 
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Comparison:  
5-Year Contract Costs



 

Comparison of expiring 5-year contract costs with Tristar Risk 
Management and JI Companies


 

39% ($3,351,015) difference

Service
Expiring Contract        

Tristar
Recommended Contract        

JI Companies
Workers' Compensation 6,397,537                          4,513,239*
Legal 1,238,720                          500,000                                        
Investigation 55,500                               49,732                                          
General Liability 1,779,545                          2,331,878                                     
Medical Cost Containment 2,500,551                          1,225,989                                     

11,971,853                      8,620,838                                    

* Certain WC services are now performed by the Certified Network
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Extension of Tristar’s Contract


 

The electronic data transfer is expected to take approximately 60 
days.  To ensure continuity of services, it is recommended that 
Tristar continue servicing the account until data transfer is complete

 Electronic Data Transfer


 

1,651 claim files


 

811 workers’ compensation claims


 

484 general liability claims


 

356 subrogation claims



 

Continuity of Services


 

Benefit payments


 

Pre-authorization of medical treatment


 

Medical bill payments and audits


 

Estimated Completion


 

Up to 60 days to complete


 

No billable work performed by JI during extension data conversion
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Recommendation


 

Extend current contract with Tristar Risk Management, not to 
exceed 60 days


 

Not to exceed:  $421,733


 

Extension Term:  12/1/2010 – 1/31/2011


 

Award 5-year contract to JI Companies


 

Not to exceed:  $8,620,838


 

Contract Term:  12/1/2010 – 11/30/2015 


 

Council Agenda:  11/10/2010
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Purpose and Outline
• Overview of sales tax is provided for informational 

purposes
– No action is required 

• Outline
– State Law – tax rate and taxable items
– Taxable vs. non-taxable sales
– Historical Trends
– Forecasting model
– Geographic and demographics 
– Internet sales
– Summary
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Tax Rate
• Sales tax is governed by and capped by State law
• Dallas is at maximum sales tax permitted under State 

law which is 8.25%
– State levies 6.25% tax
– Local jurisdictions are allowed to levy up to 2% tax  

• Cities
• Counties
• Transit authorities
• Special purpose districts created to generate revenue for a specific 

reason such as for crime control, libraries, emergency services
• In Dallas, sales tax includes

– 6.25% - State 
– 1.0% - City’s general fund
– 1.0% - Dallas Area Rapid Transit
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Taxable Items
• Only the sell or lease of tangible personal property or the sell of 

taxable services as defined by State are subject to sales tax  
• Not all sales are taxable - taxable sales are a subset of gross sales
• Sales tax revenue comes from much more than retail activity, 

because most industries (categorized below; examples in appendix) 
have at least some portion of their sales that are subject to sales tax

• Retail and wholesale trade accounts for about 34% of Dallas’ sales 
tax revenue

Retail Trade Admin Support, /Waste, Remediation Transportation & Warehousing

Wholesale Trade Professional, Scientific, Technical Services Health Care & Social Services

Information Other Services (Except Public Administration) Public Administration

Utilities Arts, Entertainment, Recreation Educational Services

Accommodations & Food Service Real Estate, Rental, Leasing Agriculture, Forestry, Fishing. Hunting

Manufacturing Mining-Quarrying, Oil & Gas Extraction Mgmt of Companies & Enterprises

Construction Finance & Insurance Other and Nonclassifiable
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Taxable Sales
• Economic growth does not always translate into sales 

tax revenue growth
• For example, between 2002 and 2009, fastest growing 

gross sales in City were in industries that only account 
for 7.3% of sales tax revenue in City
– Real estate, rentals and leasing industry – 833%
– Finance and insurance – 608%
– Health care and social services – 519%
– Educational services – 123%

• The fastest-growing industries in terms of taxable sales 
from 2002 to 2009 account for only 3.6% of Dallas’ 
sales tax revenue and  were
– Mining-quarrying-oil & gas extraction – 71%
– Agriculture-forestry-fishing-hunting – 54%
– Finance and insurance – 51%
– Arts-entertainment-recreation – 38%

Note:  Data for briefing from State 
Comptroller unless otherwise Specified. 
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Taxable and Non-Taxable Sales 
($ Billion)
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Taxable and Non-Taxable Sales 
(% of Gross Sales)
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Taxable Sales by Industry
Type of Industry 2002 2009 Change

Retail Trade 6,070,459,589 27.0% 6,194,075,334 28.2% +2%

Information 5,326,175,189 23.7% 4,428,644,112 20.1% -17%

Utilities 2,383,700,880 10.6% 2,298,120,036 10.4% -4%

Accommodations & Food 
Service

1,774,202,402 7.9% 2,061,842,057 9.4% +16%

Manufacturing 1,775,366,831 7.9% 1,463,735,789 6.7% -18%

Wholesale Trade 1,243,047,608 5.5% 1,291,224,030 5.9% +4%

Construction 768,858,409 3.4% 1,012,378,818 4.6% +32%

Admin Support, Waste, 
Remediation

943,755,461 4.2% 914,985,054 4.2% -3%

Professional, Scientific, 
Technical Service

637,162,028 2.8% 584,710,641 2.7% -8%

Other Services (except 
Public Admin)

418,635,630 1.9% 437,839,790 2.0% +5%

All Other Industries 1,177,396,793 5.2% 1,309,856,931 6.0% +11%

22,518,760,820 100.0% 21,997,412,592 100.0% -2%
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Taxable Sales by Industry 
Calendar 2009
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Sales Tax Revenue Historical Trend for City of Dallas
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Historical Trend – Recession Dates

• Gross sales and taxable sales are affected by national 
and international economics

• National Bureau of Economic Research, a private 
organization maintains the following dates for the three 
recent national recessions
– July 1990 to March 1991
– March 2001 to November 2001
– December 2007 to June 2009

• End of a recession does not necessarily mean the 
economy is growing strongly, rather that most major 
indicators are no longer falling
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Forecasting Model
• Forecasting of sales tax is difficult due to volatile nature and 

numerous variables involved
• Office of Economic Development developed a sales tax forecast 

model that generates short and medium-term forecasts 
• Model uses quarterly historic data from 1990
• A large selection of statistics were evaluated to include in the model
• The final model includes four variables that together provide the best 

predictive ability
– City of Dallas unemployment rate (source: U.S. BLS)
– Occupied retail space in the city (source: Costar)
– Actual sales tax revenue from two quarters prior (source: TX Comptroller)
– Special seasonal variable – accounts for fourth quarter holiday shopping 

season
• Model explains 95.9% of historic sales tax revenue behavior in Dallas
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Forecasting Model Performance 
(Quarterly Sales Tax Allocation)
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Forecasting Model
• Model variables have the following effect on quarterly 

revenue
– Dallas unemployment rate – every percentage point change in 

city’s unemployment rate changes quarterly revenue by $1.2m
– Occupied retail space – every 1,000,000 square foot change of 

occupied space changes revenue by $0.8m
– Past sales revenue – each $1m change in revenue two quarters 

prior changes current quarter revenue by $0.4m
– Fourth quarter (Oct-Dec) seasonal variable – revenue will be 

$2.5m higher in fourth quarters



15

Forecasting Methodology
• Fiscal year budget is based on a ratio forecast 

methodology and confirmed through the model 
developed by Office of Economic Development

• Forecast of year-end sales tax revenue uses year-to- 
date actual receipts
– Each calendar month account for approximately the same share 

of annual revenue from year to year
– Uses averages from the last five years
– Assumes current year revenue pattern will follow the historic 

trend

• Annually City Auditor reviews upcoming fiscal year 
revenue projection and methodology
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Forecasting Methodology 
Monthly Sales Tax Receipts 

(2005-2009)
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Forecasting Methodology 
FY11 Budget

• For FY11 Budget, sales tax revenue is forecast at 
$204.8m
– Second largest revenue source for the general fund
– Accounts for about 20.5% of revenue for general fund

FY08 Actual $228.8m

FY09 Actual $206.9m

FY10 Budget $206.6m

FY10 Estimate $203.8m

FY11 Budget $204.8m
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Geographic Pattern of Sales 
(Based on Point of Sale)

• Total sales in Dallas reflects 
the concentration of 
commercial activity

• Northern and western Dallas’ 
retail and industrial corridors 
are the areas generating most 
of the city’s sales

• This pattern does not reflect 
the source of the income that 
generates the sales

• These sales are to all 
individuals, including 
customers that may reside in 
other parts of the city, outside 
the city or even outside the 
state
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% Change in Sales Activity 
(Based on Point of Sale)

• Total sales activity 
has changed in the 
city

• Increases are likely 
due to increased 
commercial and retail 
activity

• Decreases may be 
due to loss of local 
customers or the 
removal of large tax 
payers (through 
closure or relocation)
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$ Change in Sales Activity 
(Based on Point of Sale)  

• The dollar change in 
sales activity matches 
the percent change 
pattern with scattered 
pockets of increasing 
and decreasing sales 
by ZIP code



21

Dallas ZIP Demographics

Average of all Zips Min of all Zips Max of all Zips
Total Household Expenditure $55,264 $23,868 $137,771

Retail Expenditure $23,487 $10,472 $57,783

Median Age 34.5 27.5 44.7

Owner Occupied Housing Units 41.8% 5.6% 77.1%

Median Household Income 46,041 16,922 126,828

Average Vehicles Per Household 1.6 1.1 2.4

Per Capita Income 31,132 8,500 94,338

Average Household Size 2.7 1.5 3.8

Education Total (Bachelors or higher) 2.8 3.8 7.31

Total Population 29,457 267 75,022

• Dallas ZIP codes present a range of socioeconomic characteristics
• Many of these factors drive retail and other spending behavior
• Non-Dallas residents also contribute to sales tax revenue and Dallas 

residents spend some income in other jurisdictions

ZIP demographic and spending statistics from Altyerix Demographics Now.
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Socioeconomic Factors Driving 
Household Spending

• Household spending is an important determinant of sales activity in Dallas
• Dallas households, however, spend income inside and outside their 

neighborhoods and inside and outside the city overall
• At the ZIP code level, there is very little correlation between where spending 

power is concentrated and where actual sales take place (correlation = 0.26)
• A statistical analysis of the relationship between spending and socioeconomic 

variables by Dallas ZIP codes revealed the following:
– Median household income and per capita income positively correlate to an 

increase in spending
– Average household size correlates to a lesser degree, given that a family's budget 

can only expand so much as the family grows 
– Educational attainment tends to contribute to additional spending, but the results 

vary with different statistical models (limitations in the available data may explain 
this inconsistency)

– Ethnicity and home ownership were not statistically associated with household 
spending
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Internet Sales
• In early 2010, the Texas Comptroller estimated that the state is 

losing almost $600m a year in state and local sales taxes from 
online purchases which translates to about $4.6m per year for the 
City of Dallas

• Rules related to internet sales
– Texas sales tax, including local tax, is due on purchases made on the internet for 

delivery in Texas
– If the seller has a Texas location, Texas sales tax is due on the purchase 
– If a Texas buyer purchases merchandise through the Internet from a seller 

located outside of Texas and uses the taxable item in Texas, then the Texas use 
tax on the purchase is due from the customer

– An out-of-state seller is not required to collect the Texas tax if the seller only 
conducts business in Texas from out-of-state by mail, telephone, or the Internet, 
but this seller can voluntarily collect the Texas tax from its Texas customers 

– If the seller has Texas outlets, Texas salespersons, or otherwise comes into 
Texas to conduct business, such as soliciting sales, performing services, or 
making deliveries, an out-of-state seller must get a Texas permit and collect the 
Texas tax.

– The Comptroller's office monitors out-of-state sellers to make sure they properly 
report and remit the tax they collect



24

Summary
• Sales tax revenue is a significant revenue for the City’s 

general fund
• Sales tax is volatile and affected by the economy and 

numerous variables
• Staff will continue to monitor and report on sales tax on a 

monthly basis



Appendix
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Appendix:  Example Taxable Items

• The sales tax code and the administrative rules crafted 
by the State Comptroller are lengthy and complex. There 
are hundreds of clauses, exemptions and findings that 
affect the taxability of goods and services

• Examples of taxable items in select industries
– Information – Newsletters, data retrieval, or mailing lists
– Utilities – Residential consumption of electricity when the 

municipality has removed its default exempt status
– Manufacturing – Hand tools, maintenance and janitorial supplies 

and equipment, or machinery or equipment used to maintain or 
store products

– Construction – Maintenance on non-residential property, labor to 
repair, remodel or restore residential real property, and labor for 
new construction
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Appendix:  Example Non-Taxable
• Examples of non-taxable items in select industries

– Administration Support/Waste Services/Remediation – Use of pesticides or 
regulated herbicides for mainly agricultural purposes, and the services of full-time 
peace officers privately employed as guards

– Professional/Scientific/Technical Services – Copyrights on photographs (in some 
instances), and the professional services of landscape designers and architects

– Arts/Entertainment/Recreation – Skydiving training for a person intending to be a 
skydiving instructor, and consignment sale by an exempt museum of artwork of 
less than $5,000 on one of the two days an exempt museum is allowed to make 
exempt sales 

– Retail Trade: Items used by the disabled, such as walkers, bedside rails or 
talking clocks, and items sold during the sales tax holiday

– Mining/Quarrying/Oil & Gas Extraction - Labor to start or stimulate production or 
the labor to work on the formation outside a well

– Transportation & Warehousing – Charges by colleges, universities, and public 
schools for parking permits and decals for students

– Other Services (Except Public Administration) – Labor for motor vehicle repair, 
and qualifying sales made by groups such as PTAs

– Public Administration – Amusement services provided exclusively by a 
governmental entity 

– Accommodation and Food Service – Baby food, fruit and vegetable juice made 
with more than 50% fruit and vegetable juice, or bakery goods not sold with 
utensils
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BACKGROUNDBACKGROUND


 

City Council adopted the original investment policy in City Council adopted the original investment policy in 
1987.1987.



 

The Texas Public Funds Investment Act (PFIA) The Texas Public Funds Investment Act (PFIA) 
requires City Council, not less than annually, to review requires City Council, not less than annually, to review 
the investment policy and approve any changes.the investment policy and approve any changes.



 

City Council approved the current investment policy on City Council approved the current investment policy on 
November 9, 2009.  November 9, 2009.  
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BACKGROUNDBACKGROUND



 
Changes in the investment policy are typically Changes in the investment policy are typically 
made:made:


 

To incorporate amendments to the Texas Public To incorporate amendments to the Texas Public 
Funds Investment Act Funds Investment Act 



 

To improve management of the CityTo improve management of the City’’s investmentss investments


 

To increase diversification and reduce riskTo increase diversification and reduce risk


 

To reflect organizational changes within the CityTo reflect organizational changes within the City
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BACKGROUNDBACKGROUND



 
Characteristics of the CityCharacteristics of the City’’s investment s investment 
policy:policy:


 

Guides the investment processGuides the investment process


 

Emphasizes  safety, liquidity and yield in that orderEmphasizes  safety, liquidity and yield in that order


 

Complies with all state and federal laws governing Complies with all state and federal laws governing 
management of public fundsmanagement of public funds
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INVESTMENT POLICY INVESTMENT POLICY 
AMENDMENTSAMENDMENTS

The following are highlights of changes recommended The following are highlights of changes recommended 
by the Investment Committee (see the attached policy by the Investment Committee (see the attached policy 
for details):for details):



 
Section 1 Section 1 ––

 
PolicyPolicy



 

Adds the statement that the intent of the Policy is to Adds the statement that the intent of the Policy is to 
satisfy the Public Funds Investment Act satisfy the Public Funds Investment Act 
requirements to adopt and review a policy governing requirements to adopt and review a policy governing 
the investment of the Citythe investment of the City’’s fundss funds
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INVESTMENT POLICY INVESTMENT POLICY 
AMENDMENTSAMENDMENTS



 
Section 2 Section 2 ––

 
ScopeScope



 

Clarifies that City funds pooled for investment Clarifies that City funds pooled for investment 
purposes are referenced in the Policy as the Citypurposes are referenced in the Policy as the City’’s s 
investment poolinvestment pool



8

INVESTMENT POLICY INVESTMENT POLICY 
AMENDMENTSAMENDMENTS



 
Section 6 Section 6 ––

 
Ethics and Conflicts of InterestEthics and Conflicts of Interest



 

Make the requirements of this section consistent Make the requirements of this section consistent 
with State lawwith State law



 

Clarify that this section applies to the CityClarify that this section applies to the City’’s s 
Investment Officers as designated in Section 4 of the Investment Officers as designated in Section 4 of the 
Policy (Chief Financial Officer, City Controller, and Policy (Chief Financial Officer, City Controller, and 
Assistant Director/Treasury Manager)Assistant Director/Treasury Manager)
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INVESTMENT POLICY INVESTMENT POLICY 
AMENDMENTSAMENDMENTS



 
Section 13 Section 13 ––

 
Diversification and Maximum Diversification and Maximum 

MaturitiesMaturities


 

Clarifies that funds managed as separately invested Clarifies that funds managed as separately invested 
assets are not subject to the limitations by issuer in assets are not subject to the limitations by issuer in 
this sectionthis section


 

Funds, such as bond reserve funds, may be invested 100% Funds, such as bond reserve funds, may be invested 100% 
in the obligations of any one United States agencyin the obligations of any one United States agency



 

Excludes the proceeds of commercial paper Excludes the proceeds of commercial paper 
issuances from limitations on investment in taxissuances from limitations on investment in tax--

 exempt money market mutual funds in this sectionexempt money market mutual funds in this section
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INVESTMENT POLICY INVESTMENT POLICY 
AMENDMENTSAMENDMENTS



 
Section 13 Section 13 ––

 
Diversification and Maximum Diversification and Maximum 

MaturitiesMaturities


 

Increases the maximum amount that may be Increases the maximum amount that may be 
invested in any one local government investment invested in any one local government investment 
pool from $200 million to $250 millionpool from $200 million to $250 million



 

Increases the percentage of the CityIncreases the percentage of the City’’s investment s investment 
pool that may be invested in local government pool that may be invested in local government 
investment pools from 25% to 30%investment pools from 25% to 30%
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Key DatesKey Dates



 

Investment Committee review and recommendation Investment Committee review and recommendation ––
 October 15, 2010October 15, 2010



 

Budget, Finance & Audit Committee briefing Budget, Finance & Audit Committee briefing ––
 October 25, 2010October 25, 2010



 

Council consideration of the CityCouncil consideration of the City’’s investment policy s investment policy ––
November 10, 2010November 10, 2010
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