OFFICIAL STATEMENT DATED AUGUST 29, 2017

NEW ISSUES - Book-Entry-Only Ratings Moody’s: “Aaa”
S&P Global Ratings: “AAA”
Fitch: “AAA”

(See “OTHER RELEVANT INFORMATION - Ratings”)

In the opinion of Bond Counsel, interest on the Obligations (defined below) is excludable from gross income for federal
income tax purposes under existing law and is not includable in the alternative minimum taxable income of individuals. See
“TAX EXEMPTION” in this document for a discussion of the opinion of Bond Counsel, including a description of alternative
minimum tax consequences for corporations.

$63,580,000 $29,635,000
CITY OF AUSTIN, TEXAS CITY OF AUSTIN, TEXAS
(Travis, Williamson and Hays Counties) (Travis, Williamson and Hays Counties)
Public Improvement Bonds, Series 2017 Certificates of Obligation, Series 2017
$5,075,000

CITY OF AUSTIN, TEXAS
(Travis, Williamson and Hays Counties)
Public Property Finance Contractual Obligations, Series 2017

Dated Date: October 3, 2017 Due: As shown on the inside cover page

Interest on the $63,580,000 City of Austin, Texas Public Improvement Bonds, Series 2017 (the “Bonds”), the $29,635,000 City
of Austin, Texas Certificates of Obligation, Series 2017 (the “Certificates”) and the $5,075,000 City of Austin, Texas Public
Property Finance Contractual Obligations, Series 2017 (the “Contractual Obligations”) will accrue from the dated date shown
above, and in the case of the Bonds and Certificates will be payable March 1, 2018, and each September 1 and March 1 thereafter
until maturity or redemption prior to maturity, and in the case of the Contractual Obligations will be payable May 1, 2018, and
each November 1 and May 1 thereafter until maturity, and will be calculated on the basis of a 360-day year consisting of twelve
30-day months. The Bonds, the Certificates, and the Contractual Obligations are collectively referred to in this document as the
“Obligations”. The Bonds, the Certificates, and the Contractual Obligations are being offered separately by the City of Austin,
Texas (the “City”), and delivery of each issue is not contingent upon the delivery of the other issues. The City intends to utilize
the book-entry-only system of The Depository Trust Company (“DTC”), but reserves the right on its behalf or on behalf of
DTC to discontinue such system. The book-entry-only system will affect the method and timing of payment and the method of
transfer of the Obligations. See “OBLIGATION INFORMATION - Book-Entry-Only System” in this document.

The Bonds are direct obligations of the City, payable from a continuing, direct annual ad valorem tax levied, within the limits
prescribed by law, on all taxable property located within the City, as provided in the ordinance authorizing the issuance
of the Bonds. The Certificates are direct obligations of the City, payable from a continuing, direct annual ad valorem tax
levied, within the limits prescribed by law, on all taxable property located within the City and are additionally payable from
and secured by a limited pledge of surplus revenues (not to exceed $1,000) of the City’s solid waste disposal system, as
provided in the ordinance authorizing the issuance of the Certificates. The Contractual Obligations are direct obligations of
the City, payable from a continuing, direct annual ad valorem tax levied, within the limits prescribed by law, on all taxable
property located within the City, as provided in the ordinance authorizing the issuance of the Contractual Obligations. See
“OBLIGATION INFORMATION - Security” in this document.

Proceeds from the sale of the Bonds will be used to finance various capital improvements and to pay costs of issuing the
Bonds. . Proceeds from the sale of the Certificates will be used to finance various capital improvements and to pay costs of
issuing the Certificates. Proceeds from the sale of the Contractual Obligations will be used to purchase certain equipment
and other personal property for use by various City departments and to pay costs of issuing the Contractual Obligations. See
“OBLIGATION INFORMATION - Authority and Purpose for Issuance” in this document.

MATURITY SCHEDULE

See “MATURITY SCHEDULE” on next page

The Bonds and the Certificates are subject to redemption prior to their stated maturities as described in “OBLIGATION
INFORMATION - Optional Redemption of the Bonds and the Certificates” in this document. The Contractual Obligations are
not subject to redemption prior to their stated maturity.

The Obligations are offered for delivery when, as and if issued and accepted by the Underwriters, subject to the approving
opinions of the Attorney General of the State of Texas and of Andrews Kurth Kenyon LLP, Austin, Texas, Bond Counsel.
See “APPENDIX C - Forms of Bond Counsel’s Opinions” in this document. Certain legal matters will be passed upon for the
Underwriters by their counsel, Bracewell LLP, Austin, Texas.

It is expected that the Obligations will be delivered through the facilities of DTC on or about October 3, 2017.

Piper Jaffray & Co Estrada Hinojosa
HilltopSecurities Loop Capital Markets Raymond James



MATURITY SCHEDULE

$63,580,000
CITY OF AUSTIN, TEXAS
Public Improvement Bonds, Series 2017
Base CUSIP No. 052397 (1)

Maturity Principal Interest Initial CUSsIP Maturity Principal Interest  Initial CUSIP
(September 1) Amount Rate Yield Suffix (September 1) Amount Rate Yield Suffix
2018 $13,435,000  5.000%  0.850% HJ8 2028 $3,105,000 5.000%  2.170% (2  HU3
2019 2,050,000  5.000%  0.910% HK5 2029 3,190,000  5.000% 2290% (2  HVI1
2020 2,135,000  5.000%  1.000% HL3 2030 3,195,000  5.000% 2390% (2  HW9
2021 2,220,000  5.000%  1.120% HM1 2031 3,375,000  5.000%  2.460% (2 HX7
2022 2,225,000 5.000%  1.240% HN9 2032 3,540,000  5.000%  2.520% (2 HY5
2023 2,320,000  5.000%  1.390% HP4 2033 2,785,000  5.000%  2.580% (2 HZ2
2024 2,330,000  5.000%  1.570% HQ2 2034 1,955,000  5.000%  2.640% (2) JA5
2025 2,330,000  5.000%  1.750% HRO 2035 2,390,000  5.000%  2.690% (2 JB3
2026 2,840,000  5.000%  1.890% HS8 2036 2,400,000  5.000% 2.720% (2 Jjc1
2027 2,935,000  5.000%  2.030% HT6 2037 2,825,000 5.000% 2.750% (2 JDY

(Interest to accrue from the date of delivery)

$29,635,000
CITY OF AUSTIN, TEXAS
Certificates of Obligation, Series 2017
Base CUSIP No. 052397 (1)

Maturity Principal Interest Initial CuUSIP Maturity Principal Interest  Initial CuUSIP

(September 1) Amount Rate Yield Suffix (September 1) Amount Rate Yield Suffix
2018 $1,050,000  4.000%  0.830% JE7 2028 $1,455000 5.000% 2.170% (2 JQo
2019 955,000  5.000%  0.910% JF4 2029 1,530,000  5.000%  2.290% (2) JR8
2020 1,005,000  5.000%  1.000% JG2 2030 1,600,000  5.000%  2.390% (2 JS6
2021 1,050,000  5.000%  1.120% JHO 2031 1,675,000  5.000%  2.460% (2) JT4
2022 1,105,000  5.000%  1.240% JJ6 2032 1,755,000  5.000%  2.520% (2  JU1
2023 1,155,000  5.000%  1.390% JK3 2033 1,835,000  5.000%  2.580% (2) JVo
2024 1,210,000  5.000%  1.570% JL1 2034 1,925,000  5.000%  2.640% (2) Jw7
2025 1,265,000  5.000%  1.750% M9 2035 2,020,000  5.000%  2.690% (2 JX5
2026 1,325,000  5.000%  1.890% JN7 2036 2,110,000  5.000%  2.720% (2 JY3
2027 1,395,000  5.000%  2.030% JpP2 2037 2,215,000  5.000%  2.750% (2 JZ0

(Interest to accrue from the date of delivery)

$5,075,000
CITY OF AUSTIN, TEXAS
Public Property Finance Contractual Obligations, Series 2017
Base CUSIP No. 052397 (1)

Maturity Principal Interest Initial CUSIP Maturity Principal Interest  Initial ~ CUSIP
(May 1) Amount Rate Yield Suffix (November 1) Amount Rate Yield Suffix
2018 $325,000  3.000%  0.800% KA3 2018 $345,000  2.000%  0.840%  KB1
2019 345,000  3.000%  0.880% KC9 2019 350,000 2.000%  0.920%  KD7
2020 350,000 3.000%  0.970% KE5 2020 360,000  2.000%  1.010% KF2
2021 355,000  3.000%  1.080% KGO 2021 365,000  2.000%  1.130%  KHS8
2022 365,000  3.000%  1.200% KJ4 2022 375,000  5.000%  1.260%  KK1
2023 370,000  3.000%  1.350% KL9 2023 385,000 5.000%  1.420%  KM7
2024 390,000  3.000%  1.530% KN5 2024 395,000 5.000%  1.600% KPO

(Interest to accrue from the date of delivery)

Concurrent Issues . .. The Bonds, the Certificates and the Contractual Obligations (collectively, the “Obligations”) were offered concurrently by the City under a common Official
Statement. The Bonds, the Certificates, and the Contractual Obligations are separate and distinct securities offerings issued and sold independently except for this Official
Statement, and while they share certain common attributes, each issue is separate from the others and should be reviewed and analyzed independently, including without
limitation the type of obligation being offered, its terms for payment, the rights of the City to redeem the Obligations, the federal, state and local tax consequences of the
purchase, ownership or disposition of the Obligations and other features.

The City sold its Public Improvement Bonds, Taxable Series 2017 in the aggregate principal amount of $25,000,000 (the “Taxable Bonds”) concurrently with the sale of the
Obligations pursuant to a separate official statement. The Taxable Bonds are expected to be delivered on October 3, 2017.

(1)  CUSIP is a registered trademark of the American Bankers Association. CUSIP data is provided in this document by S&P Global Market Intelligence on behalf of the
American Bankers Association. This data is not intended to create a database and does not serve in any way as a substitute for the setvices provided by CGS. CUSIP
numbers are provided for convenience of reference only. The City, the Financial Advisor, and the Underwriters take no responsibility for the accuracy of the CUSIP
numbers.

(2)  Yield to first optional call date.
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The Obligations are offered by the City under a common Official Statement. The Bonds, the Certificates, and the
Contractual Obligations are separate and distinct securities offerings being issued and sold independently, except for the
common Official Statement. While the Obligations share certain common attributes, each issue is separate from the others
and should be reviewed and analyzed independently, including the type of obligation being offered, its terms for payment,
the security for its payment, the rights of the holders, the federal, state or local tax consequences of the purchase, ownership
or disposition of the Obligations and other features.

No dealer, broker, salesman or other person has been authorized by the City or by the purchasers in the initial offering of
all or any of the Obligations (collectively the “Underwriters”) to give any information or to make any representations,
other than as contained in this document, and if given or made such other information or representations must not be
relied upon as having been authorized by the City or the Underwriters. This Official Statement does not constitute an
offer to sell or the solicitation of an offer to buy, nor shall there be any sale of, the Obligations, by any person in any
jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.

This Official Statement is submitted in connection with the sale of securities referred to in this document and may not be
reproduced or used for any other purpose. In no instance may this Official Statement be reproduced or used in part.

THE OBLIGATIONS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS
AMENDED, NOR HAVE THE ORDINANCES BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT
OF 1939 IN RELIANCE ON EXEMPTIONS CONTAINED IN SUCH ACTS.

The information set forth in this document has been furnished by the City and includes information obtained from other
sources which are believed to be reliable, but is not guaranteed as to accuracy or completeness by, and is not to be construed
as a representation by, the Underwriters. The information and expressions of the opinions in this Official Statement are
subject to change without notice and neither the delivery of this Official Statement nor any sale made under the Official
Statement shall, under any circumstances, create any implication that there has been no change in the affairs of the City or
the other matters described since the date of this Official Statement. CUSIP numbers have been assigned to each series of
Obligations for the convenience of the owners of the Obligations.

This Official Statement includes descriptions and summaries of certain events, matters, and documents. The descriptions
and summaries do not purport to be complete and all descriptions, summaries and references are qualified in their entirety
by reference to this document in its entirety and to each document referred to in this document, copies of which may be
obtained from the City or from PFM Financial Advisors LLC, the Financial Advisor to the City. Any statements made in
this Official Statement or the Appendices involving matters of opinion or estimates, whether or not so expressly stated,
are set forth as such and not as representations of fact, and no representation is made that any of such opinions or estimates
will be realized.

This Official Statement contains “forward—looking” statements within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended. Such statements may involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance and achievements to be different from the future results,
performance and achievements expressed or implied by such forward-looking statements. Investors are cautioned that the
actual results could differ materially from those set forth in the forward-looking statements. See “OTHER RELEVANT
INFORMATION - Forward-Looking Statements” in this document.

IN CONNECTION WITH THE OFFERING OF THE OBLIGATIONS, THE UNDERWRITERS MAY OVER-
ALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
OBLIGATIONS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

NEITHER THE U.S. SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THE OBLIGATIONS OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENSE.
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Anne Morgan City Attorney

Jannette S. GOOdall .......ccoiiiiiiiieiceeee et City Clerk

On September 1, 2016, the Austin City Council appointed Ms. Elaine Hart to the position of Interim City Manager, effective October
1, 2016, following the resignation of former City Manager Marc Ott. Mr. Greg Canally was appointed Interim Chief Financial Officer,
also effective October 1, 2016.

BOND COUNSEL DISCLOSURE COUNSEL FOR THE CITY
Andrews Kurth Kenyon LLP McCall, Parkhurst & Horton L.L.P.
Austin, Texas Austin and Dallas, Texas
FINANCIAL ADVISOR INDEPENDENT AUDITORS
PFM Financial Advisors LI.C Deloitte & Touche LLP
Austin, Texas Austin, Texas

For additional information regarding the City, please contact:

Art P. Alfaro Dennis P. Waley

Treasurer Managing Director

City of Austin PFM Financial Advisors LL.C
700 Lavaca, Suite 940 221 West 6% Street, Suite 1900
Austin, TX 78701 Austin, TX 78701

(512) 9747882 (512) 614-5323

art.alfaro@austintexas.gov walevd@pfim.com
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SELECTED DATA FROM THE OFFICIAL STATEMENT

The selected data on this page is subject in all respects to the more complete information and definitions contained or
incorporated in this document. The offering of the Obligations to potential investors is made only by means of this entire
Official Statement. No person is authorized to detach this summary from this Official Statement or to otherwise use it
without the entire Official Statement.

The Issuert ........

The Bonds........

The Certificates ...................

The Contractual...................

Obligations

Security..............

Redemption of
Obligations

The City of Austin, Texas (the “City”), is a political subdivision located in Travis,
Williamson and Hays Counties, operating as a home—rule city under the laws of the State
of Texas and a charter approved by the voters in 1953, as amended. The City operates
under the Council/Manager form of government whete the mayor (elected at-large) and
ten councilmembers (elected from ten single member districts) are elected for staggered
four year terms. The City Council formulates operating policy for the City while the City
Manager is the chief administrative officer.

For further information about the City, see APPENDIX A - “GENERAL
INFORMATION REGARDING THE CITY” in this document.

The Bonds are issued in the principal amount of $63,580,000 pursuant to the general laws
of the State of Texas, particularly Chapter 1331, Texas Government Code, Chapter 1371,
Texas Government Code (“Chapter 1371”), elections held within the City (see “DEBT
INFORMATION - Authorized General Obligation Bonds” in this document), an
ordinance passed by the City Council of the City and a pricing certificate evidencing the
final terms of sale of the Bonds (see “OBLIGATION INFORMATION — Authority and
Purpose for Issuance” in this document).

The Certificates are issued in the principal amount of $29,635,000 pursuant to the general
laws of the State of Texas, particularly Subchapter C, Chapter 271, Texas Local
Government Code, Chapter 1371, an ordinance passed by the City Council of the City and
a pricing certificate evidencing the final terms of sale of the Certificates (see
“OBLIGATION INFORMATION - Authority and Purpose for Issuance” in this
document).

The Contractual Obligations are issued in the principal amount of $5,075,000 pursuant to
the general laws of the State of Texas, particulatly Subchapter A, Chapter 271, Texas Local
Government Code (the “Public Property Finance Act”), Chapter 1371, an ordinance
passed by the City Council of the City and a pricing certificate evidencing the final terms
of sale of the Contractual Obligations (see “OBLIGATION INFORMATION -
Authority and Purpose for Issuance” in this document).

Each series of the Obligations constitutes a direct obligation of the City, payable from a
continuing, direct annual ad valorem tax levied, within the limits prescribed by law, on all
taxable property located within the City in an amount sufficient to provide for payment of
principal of and interest on all ad valorem tax debt. The Certificates are additionally secured
by and payable from a limited pledge of the surplus revenues (not to exceed $1,000) of the
City’s solid waste disposal system (see “OBLIGATION INFORMATION - Security” in
this document).

The City reserves the right, at its option, to redeem the Bonds and the Certificates having
stated maturities on and after September 1, 2028, in whole or in part in principal amounts
of $5,000 or any integral multiple thereof, on September 1, 2027, or any date thereafter, at
the par value thereof, without premium, plus accrued interest to the date fixed for
redemption (see “OBLIGATION INFORMATION — Optional Redemption of the
Bonds and the Certificates” in this document). The Contractual Obligations are not
subject to redemption prior to their stated maturities.
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Tax Exemption.................... In the opinion of Bond Counsel, the interest on the Obligations of each series is excludable

from gross income for federal income tax purposes under existing law and is not includable
in the alternative minimum taxable income of individuals. See “TAX EXEMPTION” in
this document for a discussion of the opinion of Bond Counsel, including a description of
alternative minimum tax consequences for corporations.

Concurrent Issuance........... The City sold its Public Improvement Bonds, Taxable Series 2017 in the aggregate
of General Obligation principal amount of $25,000,000 (the “Taxable Bonds”) concurrently with the sale of the
Debt Obligations, pursuant to a separate official statement.

Payment Record................... The City has not defaulted since 1900 when all bonds were refunded at par with a voluntary

Fiscal
Year

Ended
9-30
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

reduction in interest rates.

Selected Financial Information

Ratio of Net

Per Capita Funded Tax
Estimated Taxable (000’s) Per Capita Debt to % of
City Taxable Assessed Assessed Net Funded Net Funded Taxable Total Tax
Population (1) Valuation Valuation Tax Debt (2) Tax Debt Valuation Collections
770,296 $76,752,007,737 $99,640 $1,065,565 $1,383.32 1.39% 99.57%
778,560 80,960,540,976 103,988 1,002,186 1,287.23 1.24% 99.22%
805,662 77,619,349,384 96,342 1,049,751 1,302.97 1.35% 99.42%
821,012 79.219,780,879 96,490 1,132,201 1,379.03 1.43% 99.27%
841,649 83,294,536,493 98,966 1,198,730 1,424.26 1.44% 99.36%
878,002 88,766,098,160 101,100 1,313,334 1,495.82 1.48% 100.01%
899,119 98,652,179,430 109,721 1,409,384 1,567.52 1.43% 99.88%
925491 110,526,026,399 119,424 1,490,221 1,610.20 1.35% 100.18%
937,065 126,146,583,050 134,619 1,246,552 (5) 1,330.27 (5) 0.99% (5) 99.24% (3)
958,418 138,889,497,373 (4) 144,915 1,305,176 (5) 1,361.80 (5) 0.94% (5) N/A
(1)  Source: 2016 City of Austin Comprehensive Annual Financial Report (“CAFR”) — Table 18, through fiscal year
ending 2016; City of Austin Department of Planning and Development based on full purpose area as of January
2017, for fiscal years ending 2017 and 2018.
(2)  Excludes general obligation debt issued for enterprise funds and general fund departments which transfer in from
the Operating Budget. See “DEBT INFORMATION.”
(3) Estimated Collections as of June 30, 2017 based on the July 2016 Certified Tax Roll tax levy.
(4) Certified taxable value for the 2017 tax year provided by the Travis Central Appraisal District, Williamson Central
Appraisal District, and Hays Central Appraisal District on July 10, 2017 July 20, 2017, and July 26, 2017, respectively.
(5) Includes the Obligations and the Taxable Bonds (aggregate issuance of $123,290,000 par amount). See “DEBT

INFORMATION - Concurrent Issuance of General Obligation Debt” in this document.
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OFFICIAL STATEMENT

Relating to

$63,580,000
CITY OF AUSTIN, TEXAS

Public Improvement Bonds, Series 2017

$29,635,000
CITY OF AUSTIN, TEXAS
Certificates of Obligation, Series 2017

$5,075,000
CITY OF AUSTIN, TEXAS
Public Property Finance Contractual Obligations, Series 2017

INTRODUCTION

This Official Statement, which includes the cover page, the summary statement and the appendices, provides certain
information regarding the issuance by the City of Austin, Texas (the “City”) of its $63,580,000 Public Improvement Bonds,
Series 2017 (the “Bonds”), its $29,635,000 Certificates of Obligation, Series 2017 (the “Certificates”), and its $5,075,000
Public Property Finance Contractual Obligations, Series 2017 (the “Contractual Obligations”). The Bonds, the Certificates,
and the Contractual Obligations are collectively referred to herein as the “Obligations”. The Bonds, the Certificates, and
the Contractual Obligations are being offered separately by the City, and delivery of each issue is not contingent upon the
delivery of the other issues. Capitalized terms used in this Official Statement have the same meanings assigned to such
terms in the ordinance authorizing the issuance of the Bonds (the “Bond Ordinance”), the ordinance authorizing the
issuance of the Certificates (the “Certificate Ordinance”), and the ordinance authorizing the issuance of the Contractual
Obligations (the “Contractual Obligation Ordinance”), except as otherwise indicated. The Bond Ordinance, the Certificate
Ordinance, and the Contractual Obligation Ordinance are collectively referred to herein as the “Ordinances”.

References to website addresses presented in this document are for informational purposes only and may be in the form
of a hyperlink solely for the reader’s convenience. Unless otherwise specified, references to websites and the information
or links contained therein are not incorporated into, and are not part of, this document.

There follows in this Official Statement descriptions of the Obligations and certain information regarding the City and its
finances. All descriptions of documents contained in this Official Statement are only summaries and are qualified in their
entirety by reference to each such document.

OBLIGATION INFORMATION
Authority and Purpose for Issuance

The capital improvements to be financed with the proceeds of the Bonds were authorized at elections held on various
dates, and passed by a majority of the patticipating voters in the City (the “Elections”) see “DEBT INFORMATION-
Authorized General Obligation Bonds” in this document. The City is authorized to issue the Bonds pursuant to Chapter
1331, Texas Government Code, Chapter 1371, Texas Government Code (“Chapter 13717), the Elections, the Bond
Ordinance, and a pricing certificate evidencing the final terms of sale of the Bonds. Proceeds from the sale of the Bonds
will be used to finance vatious capital improvements and to pay costs of issuing the Bonds.

The Certificates are being issued pursuant to the general laws of the State of Texas, particularly Subchapter C of Chapter
271, Texas Local Government Code (the “Certificate of Obligation Act”), Chapter 1371, the Certificate Ordinance, and a
pricing certificate evidencing the final terms of sale of the Certificates. Proceeds from the sale of the Certificates will be
used to finance various capital improvements and to pay costs of issuing the Certificates.



The Contractual Obligations are being issued pursuant to the general laws of the State of Texas, particularly Subchapter
A of Chapter 271, Texas Local Government Code (the “Public Property Finance Act”), Chapter 1371, the Contractual
Obligation Ordinance, and a pricing certificate evidencing the final terms of sale of the Contractual Obligations. Proceeds
from the sale of the Contractual Obligations will be used to purchase certain equipment and other personal property for
use by various City departments and to pay costs of issuing the Contractual Obligations.

As permitted by Chapter 1371, the City has, in each ordinance, delegated to certain authorized officials of the City (each
an “Authorized Representative”) the authority to establish final terms of sale of the Obligations of each series, to be
contained in separate pricing certificates (together, the “Pricing Certificates”) delivered at the time the purchase agreement
relating to the Obligations is executed and delivered.

Sources and Uses of Funds

The proceeds of the Obligations will be applied substantially as follows:

The Contractual
The Bonds The Certificates Obligations Total

Soutrces of Funds:

Principal Amount $63,580,000.00 $29,635,000.00 $5,075,000.00 $98,290,000.00

Original Issue Premium 10,959,736.40 5,965,587.60 428,754.85 17,354,078.85

Total $74,539,736.40 $35,600,587.60 $5,503,754.85 $115,644,078.85
Uses of Funds:

Deposit to Project Fund $74,000,000.00 $35,325,000.00 $5,460,000.00 $114,785,000.00

Costs of Issuance 308,302.67 146,808.69 26,839.03 481,950.39

Underwriters’ Discount 231.433.73 128,778.91 16,915.82 377,128.46

Total $74,539,736.40 $35,600,587.60 $5,503,754.85 $115,644,078.85

General

Each series of Obligations is dated October 3, 2017 (the “Dated Date”) and shall bear interest on the unpaid principal
amounts from such date, at the per annum rates shown on the inside cover page of this document for each series of
Obligations. Interest on the Obligations will be calculated on the basis of a 360-day year consisting of twelve 30-day
months. Interest on the Bonds and the Certificates will be payable on March 1, 2018, and on each September 1 and March
1 thereafter until maturity or prior redemption. Interest on the Contractual Obligations will be payable on May 1, 2018,
and on each November 1 and May 1 thereafter until maturity. Principal is payable, upon presentation, at the Designated
Payment/Transfer Office of the Paying Agent/Registrar (see “OBLIGATION INFORMATION - Paying
Agent/Registrar” in this document). Interest is payable by the Paying Agent/Registrar to the registered owner appearing
on the registration books of the Paying Agent/Registrar at the close of business on the Record Date (defined below) and
shall be paid by the Paying Agent/Registrar by check mailed by United States mail, first class postage prepaid, to the
addtess of such person as it appears on the registration books of the Paying Agent/Registrar on ot before each interest
payment date ot by such other method, acceptable to the Paying Agent/Registrar, requested by, and at the tisk and expense
of, the registered owner. The Obligations are issued only as fully registered obligations in denominations of $5,000 or any
integral multiple thereof within a maturity and a series.

Notwithstanding the foregoing, so long as records of ownership of the Obligations are maintained through the book-
entry-only system described under “OBLIGATION INFORMATION — Book-Entry-Only System” in this document, all
payments of principal of, redemption premium, if any, and interest on the Obligations will be made in accordance with
the procedures described in “OBLIGATION INFORMATION — Book-Entry-Only System” in this document.

The record date for the interest payable on any interest payment date is the 15th day of the month next preceding each
interest payment date, as specified in the Ordinances. In the event of a nonpayment of interest on a scheduled interest
payment date, and for 30 days thereafter, a new record date for interest payment (the “Special Record Date”) will be
established by the Paying Agent/Registrar, in accordance with the provisions of the Ordinances, if and when funds for
the payment of interest have been received from the City. Notice of the Special Record Date and of the scheduled payment
date of the past due interest, which shall be at least 15 days after the Special Record Date, shall be sent at least five business
days prior to the Special Record Date by United States mail, first class postage prepaid, to the address of each registered



owner of Obligations appearing on the registration books of the Paying Agent/Registrar at the close of business on the
last business day next preceding the date of mailing of the notice.

Security

The Obligations constitute direct obligations of the City, payable from a continuing, direct annual ad valorem tax levied,
within the limits prescribed by law, on all taxable property located within the City in an amount sufficient to pay the
principal of and interest on all ad valorem tax debt. The Certificates are additionally secured by and payable from a limited
pledge of the surplus revenue (not to exceed $1,000) of the City’s solid waste disposal system.

All taxable property within the City is subject to the assessment, levy and collection by the City of a continuing, direct
annual ad valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem tax debt within
the limits prescribed by law. Article XI, Section 5, of the Texas Constitution is applicable to the City and limits its maximum
ad valorem tax rate to $2.50 per $100 assessed valuation for all City purposes. The City operates under a Home Rule
Charter, referred to as the “Charter”, which also limits the City’s ad valorem tax rate to $2.50 per $100 assessed valuation
for all City purposes. See “TAX INFORMATION — Tax Rate Limitation” in this document.

Remedies

Each Ordinance establishes specific events of default with respect to the Obligations. If the City defaults in the payment
of the principal of or interest on the Obligations when due, or the City defaults in the observance or performance of any
of the covenants, conditions, or obligations of the City, the failure to perform which materially, adversely affects the rights
of the registered owners, including but not limited to, their prospect or ability to be repaid in accordance with each
Ordinance, and the continuation thereof for a period of 60 days after notice of such default is given by any registered
owner to the City, each Ordinance provides that any registered owner is entitled to seek a writ of mandamus from a court
of proper jurisdiction requiring the City to make such payment or observe and perform such covenants, obligations, or
conditions. The issuance of a writ of mandamus may be sought if there is no other available remedy at law to compel
performance of the Obligations or each Ordinance and the City’s obligations are not uncertain or disputed. The remedy
of mandamus is controlled by equitable principles, so rests with the discretion of the court, but may not be arbitrarily
refused. There is no acceleration of maturity of the Obligations in the event of default and, consequently, the remedy of
mandamus may have to be relied upon from year to year.

The Ordinances do not provide for the appointment of a trustee to represent the interest of the registered owners upon
any failure of the City to perform in accordance with the terms of each Ordinance, or upon any other condition and
accordingly all legal actions to enforce such remedies would have to be undertaken at the initiative of, and be financed by,
the registered owners.

On June 30, 2000, the Texas Supreme Court ruled in Tooke v. City of Mexia, 197 S.W. 3rd 325 (Tex. 2000), that a waiver
of sovereign immunity in a contractual dispute must be provided for by statute in “clear and unambiguous” language.
Because it is unclear whether the Texas legislature has effectively waived the City’s sovereign immunity from a suit for
money damages, registered owners may not be able to bring such a suit against the City for breach of the Obligations or
covenants in the Ordinances. Even if a judgment against the City could be obtained, it could not be enforced by direct
levy and execution against the City’s property.

On April 1, 2016, the Texas Supreme Court ruled in Wasson Interests, Ltd. v. City of Jacksonville, 489 S.W. 3d 427 (Tex.
2016) that governmental immunity does not imbue a city with derivative immunity when it performs proprietary, as
opposed to governmental, functions in respect to contracts executed by a city. Texas jurisprudence has generally held that
proprietary functions are those conducted by a city in its private capacity, for the benefit only of those within its corporate
limits, and not as an arm of the government or under the authority or for the benefit of the state. In Wasson, the Court
recognized that the distinction between governmental and proprietary functions is not clear. Therefore, in considering
municipal breach of contract cases, it is incumbent on the courts to determine whether a function is proprietary or
governmental based upon the common law and statutory guidance. Issues related to the applicability of governmental
immunity as they relate to the issuance of municipal debt have not been adjudicated. Each situation will be evaluated based
on the facts and circumstances surrounding the contract in question.

As noted above, each Ordinance provides that registered owners may exercise the remedy of mandamus to enforce the
obligations of the City under each Ordinance. Neither the remedy of mandamus nor any other type of injunctive relief



was at issue in Tooke, and it is unclear whether Tooke will be construed to have any effect with respect to the exercise of
mandamus, as such remedy has been interpreted by Texas courts. In general, Texas courts have held that a writ of
mandamus may be issued to require public officials to perform ministerial acts that cleatly pertain to their duties. Texas
courts have held that a ministerial act is defined as a legal duty that is prescribed and defined with a precision and certainty
that leaves nothing to the exercise of discretion or judgment, though mandamus is not available to enforce purely
contractual duties. However, mandamus may be used to require a public officer to perform legally imposed ministerial
duties necessary for the performance of a valid contract to which the State or a political subdivision of the State is a party
(including the payment of monies due under a contract).

Further, the registered owners cannot themselves foreclose on property within the City or sell property within the City to
enforce the tax lien on taxable property to pay the principal of and interest on the Obligations. Furthermore, the City is
eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter 97). Although Chapter 9
provides for the recognition of a security interest represented by a specifically pledged source of revenues, the pledge of
ad valorem taxes in support of a general obligation of a bankrupt entity is not specifically recognized as a security interest
under Chapter 9. Chapter 9 also includes an automatic stay provision that would prohibit, without Bankruptcy Court
approval, the prosecution of any other legal action by creditors or registered owners of an entity which has sought
protection under Chapter 9. Therefore, should the City avail itself of Chapter 9 protection from creditors, the ability to
enforce would be subject to the approval of the Bankruptcy Court (which could require that the action be heard in
Bankruptcy Court instead of other federal or state court); and the Bankruptcy Code provides for broad discretionary
powers of a Bankruptcy Court in administering any proceeding brought before it. The opinions of Bond Counsel will note
that all opinions relative to the enforceability of the Obligations are qualified with respect to the customary rights of
debtors relative to their creditors.

Defeasance of Obligations

Each of the Ordinances provides for the defeasance of each of the Obligations when the payment of the principal of the
Obligations of a series, plus interest to the due date (whether such due date be by reason of maturity, redemption, or
otherwise), is provided by irrevocably depositing with a paying agency, in trust (1) money sufficient to make such payment
or (2) Defeasance Securities, certified by an independent public accounting firm of national reputation to mature as to
principal and interest in such amounts and at such times to insure the availability, without reinvestment, of sufficient
money to make such payment, and all necessary and proper fees, compensation and expenses of the paying agent for the
Obligations. Each of the Ordinances provides that “Defeasance Securities” means (a) direct, noncallable obligations of
the United States of America, including obligations that are unconditionally guaranteed by the United States of America,
and (b) noncallable obligations of an agency or instrumentality of the United States of America, including obligations that
are unconditionally guaranteed or insured by the agency or instrumentality and that, on the date of approval of the
proceedings authorizing the issuance of the refunding bonds, are rated as to investment quality by a nationally recognized
investment rating firm not less than “AAA” or its equivalent.

Book-Entry-Only System

The City has elected to utilize the book-entry-only system of The Depository Trust Company, New York, New
Yotk (“DTC”), as described under this heading. The City is obligated to timely pay the Paying Agent/Registrar
the amount due under the Ordinances. See “OBLIGATION INFORMATION - Paying Agent/Registrat” in
this document. The responsibilities of DTC, the Direct Participants and the Indirect Participants to the
Beneficial Owner of the Obligations are described in this document.

The information in this section concerning DTC and the Book-Entry-Only System has been provided by DTC for use in disclosure documents
such as this Official Statement. The City believes this information to be reliable, but takes no responsibility for the accuracy or completeness
thereof.

The City cannot and does not give any assurance that (1) DTC will distribute payment of debt service on the Obligations, or redemption or
other notices to DTC Participants, (2) DTC Participants or others will distribute debt service payments paid to D'TC or its nominee (as the
registered owner of the Obligations), or redemption or other notices, to the beneficial owners, or that they will do so on a timely basis, or (3) DTC
will serve and act in the manner described in this document. The current rules applicable to DTC are on file with the Securities and Exchange
Commiission, and the current procedures of D'TC to be followed in dealing with DTC Participants are on file with DTC.



DTC will act as securities depository for the Obligations. The Obligations will be issued as fully-registered Obligations
registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an
authorized representative of DTC. One fully-registered certificate will be issued for each maturity of the Obligations, each
in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTG, the world’s largest securities depository, is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides
asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments (from over 100 countries) that DTC’s participants (“Direct Participants”) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DT'CC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. secutities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants”). Direct Participants and Indirect Participants are referred to as “Participants”. DTC has a S&P
Global Ratings rating of AA+. The DTC Rules applicable to its Participants are on file with the Securities and Exchange
Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Obligations under the DTC system must be made by or through Direct Patticipants, which will receive a
credit for the Obligations on DTC’s records. The ownership interest of each actual purchaser of each Obligation
(“Beneficial Owner”) is in turn to be recorded on the Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Participant through which
the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Obligations are to be
accomplished by entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will
not receive certificates representing their ownership interests in Obligations, except in the event that use of the book-entry
system for the Obligations is discontinued.

To facilitate subsequent transfers, all Obligations deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Obligations with DTC and their registration in the name of Cede & Co. or such other DTC nominee
do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Obligations; DTC’s records reflect only the identity of the Direct Participants to whose accounts such Obligations are
credited, which may or may not be the Beneficial Owners. The Participants will remain responsible for keeping account
of their holdings on behalf of their customers. Conveyance of notices and other communications by DTC to Direct
Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements as
may be in effect from time to time. Beneficial Owners of Obligations may wish to take certain steps to augment the
transmission to them of notices of significant events with respect to the Obligations, such as redemptions, tenders,
defaults, and proposed amendments to the Obligation documents. For example, Beneficial Owners of Obligations may
wish to ascertain that the nominee holding the Obligations for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar
and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Obligations within a maturity are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Obligations unless
authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the City as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting



or voting rights to those Direct Participants to whose accounts Obligations are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

All payments on the Obligations will be made to Cede & Co., ot such other nominee as may be requested by an authorized
representative of DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
corresponding detail information from the City or the Paying Agent/Registrar, on payable date in accordance with theit
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with Obligations held for the accounts of customers in bearer form or
registered in “‘street name,” and will be the responsibility of such Participant and not of DTC, the Paying Agent/Registrat,
or the City, subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of
redemption proceeds, distributions, and dividend payments to Cede & Co. (or such other nominee as may be requested
by an authotized representative of DTC) is the responsibility of the City ot the Paying Agent/Registrar, disbursement of
such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Participants.

DTC may discontinue providing its services as depository with respect to the Obligations at any time by giving reasonable
notice to the City or the Paying Agent/Registrar. Under such circumstances, in the event that a successor depository is
not obtained, Obligation certificates are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor securities
depository). In that event, certificates for each series of the Obligations will be printed and delivered to DTC.

Paying Agent/Registrar

The initial Paying Agent/Registrar for each seties of the Obligations is U.S. Bank National Association (“US Bank).
Interest on, and principal of, the Obligations will be payable, and transfer functions will be performed at, the corporate
trust office designated to the City by the Paying Agent/Registrar (the “Designated Payment/Transfer Office”). In the
Ordinances, the City retains the right to replace the Paying Agent/Registrar. The City covenants to maintain and provide
a Paying Agent/Registrar at all times while the Obligations are outstanding. Any successor Paying Agent/Registrar shall
be a commercial bank, trust company or other entity duly qualified and legally authorized to serve as and perform the
duties and setvices of Paying Agent/Registrar. Upon any change in the Paying Agent/Registrar for any seties of the
Obligations, the City agrees to promptly cause a written notice to be sent to each registered owner of such series by United
States mail, first class postage prepaid. This notice shall also give the addtess of the new Paying Agent/Registrar.

Transfer, Exchange and Registration

In the event the book-entry-only system should be discontinued, the Obligations may be transferred and exchanged on
the registration books of the Paying Agent/Registrar only upon presentation and sutrrender thereof to the Paying
Agent/Registrar at the Designated Payment/Transfer Office and such transfer or exchange shall be without expense ot
service charge to the registered owner, except for any tax or other governmental charges required to be paid with respect
to such registration, exchange and transfer. An Obligation may be assigned by the execution of an assighment form thereon
ot by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. A new Obligation will be
delivered by the Paying Agent/Registrar, in lieu of the Obligations being transferred or exchanged, at the Designated
Payment/Transfer Office, or sent by United States mail, first class postage prepaid, to the new registered owner ot his
designee. New Obligations registered and delivered in an exchange or transfer shall be in any integral multiple of $5,000
for any one maturity and for a like aggregate principal amount and series as the Obligations surrendered for exchange or
transfer. See “OBLIGATION INFORMATION - Book-Entry-Only System” in this document for a description of the
system to be utilized initially in regard to ownership and transferability of the Obligations.

Limitation on Transfer of Bonds or Certificates Called for Redemption
Neither the City nor the Paying Agent/Registrar shall be required to transfer or exchange any Bond or Certificate called

for redemption, in whole or in part, within 45 days of the date fixed for redemption; provided, however, such limitation
of transfer shall not be applicable to an exchange by the registered owner of the uncalled principal of a Bond or Certificate.



Optional Redemption of the Bonds and the Certificates

The City reserves the right, at its option, to redeem the Bonds and the Certificates having stated maturities on and after
September 1, 2028, in whole or in part in principal amounts of $5,000 or any integral multiple thereof, on
September 1, 2027, or any date thereafter, at the price of par, without premium, plus accrued interest to the date fixed for
redemption. If less than all of the Bonds or less than all of the Certificates are to be redeemed, the City shall determine
the respective maturities and amounts to be redeemed and, if less than all of a maturity and series is to be redeemed, the
Paying Agent/Registrar (or DTC while the Bonds and the Certificates are in book-entry-only form) shall determine by lot
or other customary random selection method the Bonds or the Certificates, or portions thereof, within such maturity and
series to be redeemed.

The Contractual Obligations are not subject to redemption prior to their scheduled maturities.
Notice of Redemption

At least 30 days prior to a redemption date, the City shall cause a written notice of such redemption to be sent by United
States mail, first class postage prepaid, to the registered owners of each Bond or Certificate to be redeemed at the address
shown on the registration books maintained by the Paying Agent/Registrar and subject to the terms, conditions and
provisions relating thereto contained in the Ordinances governing their issuance. Such notice shall state that the
redemption is conditioned upon receipt of sufficient funds for the payment of the redemption price for the Obligations
which are to be redeemed. If a Bond or a Certificate (or a portion of its principal sum) shall have been duly called for
redemption and notice of such redemption duly given, then upon such redemption date such Bond or Certificate (or the
portion of its principal sum to be redeemed) shall become due and payable, and interest on the Bond or Certificate shall
cease to accrue from and after the redemption date of the Bond or Certificate, provided moneys for the payment of the
redemption price and the interest on the principal amount to be redeemed to the date of redemption are held for the
putpose of such payment by the Paying Agent/Registrar.

If a notice of redemption is given and sufficient funds are not received for the payment of the required redemption price
for the Bonds or Certificates which are to be redeemed, the notice shall be of no force and effect, the City shall not redeem
the Bonds or Certificates, and the Paying Agent/Registrar shall give notice, in the manner in which the notice of
redemption was given, that the Bonds or Certificates have not been redeemed.

TAX INFORMATION
Ad Valorem Tax Law

The appraisal of property within the City is the responsibility of the Travis Central Appraisal District, Williamson Central
Appraisal District and Hays Central Appraisal District (collectively, the “Appraisal Districts”). Excluding agricultural and
open—space land, which may be taxed on the basis of productive capacity, the Appraisal Districts are required under
Title 1, Texas Tax Code (commonly known as the “Property Tax Code”) to appraise all property within the Appraisal
Districts on the basis of 100% of the property’s market value and are prohibited from applying any assessment ratios. State
law further limits the appraised value of a residence homestead for a tax year (the “Homestead 10% Increase Cap”) to an
amount not to exceed the lesser of (1) the property’s market value in the most recent tax year in which the market value
was determined by an Appraisal District or (2) the sum of (a) 10% of the property’s appraised value in the preceding tax
year, plus (b) the property’s appraised value the preceding tax year, plus (c) the market value of all new improvements to
the property. State law requires the appraised value of a residence homestead to be based solely on the property’s value as
a residence homestead, regardless of whether residential use is considered to be the highest and best use of the property.
The value placed upon property within the Appraisal Districts is subject to review by an Appraisal Review Board, consisting
of three members appointed by the Board of Directors of each Appraisal District. The Appraisal Districts are required to
review the value of property within the Appraisal Districts at least every three (3) years.

Reference is made to the Property Tax Code for identification of property subject to taxation; property exempt or which
may be exempted from taxation, if claimed; the appraisal of property for ad valorem taxation purposes; and the procedures
and limitations applicable to the levy and collection of ad valorem taxes.



Article VIII of the State Constitution (“Article VIII”) and State law provide for certain exemptions from property taxes,

the valuation of agricultural and open—space lands at productivity value, and the exemption of certain personal property
from ad valorem taxation.

Under Section 1-b, Article VIII, and State law, the governing body of a political subdivision, at its option, may grant:

(1) An exemption of not less than $3,000 of the market value of the residence homestead of persons 65 years of
age or older and the disabled from all ad valorem taxes thereafter levied by the political subdivision;
(2)  An exemption of up to 20% of the market value of residence homesteads; minimum exemption $5,000.

The surviving spouse of an individual who qualifies for the exemption described under (2) above for the residence
homestead of a person 65 years of age or older (but not the disabled) is entitled to an exemption for the same property in
an amount equal to that of the exemption for which the deceased spouse qualified if (i) the deceased spouse died in a year
in which the deceased spouse qualified for the exemption, (ii) the surviving spouse was at least 55 years of age at the time
of the death of the individual’s spouse and (iii) the property was the residence homestead of the surviving spouse when
the deceased spouse died and remains the residence homestead of the surviving spouse.

Once authorized, the exemption described under (1) above may be repealed, or decreased or increased in amount, (i) by
the governing body of the political subdivision or (i) by a favorable vote of a majority of the qualified voters at an election
called by the governing body of the political subdivision, which election must be called upon receipt of a petition signed
by at least 20% of the number of qualified voters who voted in the preceding election of the political subdivision. In the
case of a decrease, the amount of the exemption may not be reduced to less than $3,000 of the market value.

Section 1-b, Article VIII, and State law also authorize a county, city, town ot junior college district to establish an ad
valorem tax freeze on residence homesteads of persons who are disabled or 65 years of age or older. If the City Council
does not take action to establish the tax freeze, voters within the City may submit a petition signed by five percent (5%)
of the registered voters of the City requiring the City Council to call an election to determine by majority vote whether to
establish the tax limitation.

If this tax freeze is established, the total amount of ad valorem taxes imposed by the City on a homestead that receives the
residence homestead exemption for persons who are disabled or 65 years of age or older may not be increased, except to
the extent the value of the homestead is increased by improvements other than repairs. If a disabled or elderly person dies
in a year in which the person received a residence homestead exemption, the total amount of ad valorem taxes imposed
on the homestead by the taxing unit may not be increased while it remains the residence homestead of that person’s
surviving spouse if the spouse is 55 years of age or older at the time of the person’s death. In addition, the tax limitation
applicable to a person’s homestead may be transferred to the new homestead of such person if the person moves to a
different residence within the taxing unit. Once established, the governing body of the taxing unit may not repeal or rescind
the tax limitation.

Section 2, Article VIII, and State law mandate an additional property tax exemption for disabled veterans or the surviving
spouse or children of a deceased veteran who died while on active duty in the armed forces; the exemption applies to
cither real or personal property with the amount of assessed valuation exempted ranging from $5,000 to $12,000.

Article VIII provides that eligible owners of both agricultural land (Section 1-d) and open-space land (Section 1-d-1),
including open-space land devoted to farm or ranch purposes or open-space land devoted to timber production, may elect
to have such property appraised for property taxation on the basis of its productive capacity. The same land may not be
qualified under both Section 1-d and 1-d-1.

Section 1-j, Article VIII, provides for “freeport property” to be exempted from ad valorem taxation. Freeport property is
defined as goods detained in Texas for 175 days or less for the purpose of assembly, storage, manufacturing, processing
or fabrication.

Section 1-n, Article VIII, provides for an exemption from taxation for “goods-in-transit.” “Goods-in-transit” are defined
as (i) personal property acquired or imported into Texas and transported to another location in the State, (ii) stored under
a contract for bailment in public warehouses not in any way owned or controlled by the owner of the stored goods, and
(iii) transported to another location in the State or outside of the State within 175 days of the date the property was acquired
or imported into Texas. The exemption excludes oil, natural gas, petroleum products, aircraft and special inventory,



including motor vehicle, vessel and out-board motor, heavy equipment and manufactured housing inventory. Pursuant to
changes enacted during the 2011 Texas Legislative Special Session, all taxing units, including those that have previously
taken official action to tax goods-in-transit, may not tax goods-in-transit in the 2012 tax year or thereafter, unless the
governing body of the taxing unit holds a public hearing and takes action on or after October 2011, to provide for the
taxation of the goods-in-transit. After holding the public hearing, a taxing unit may take official action prior to January 1
of the first tax year in which the governing body proposes to tax goods-in-transit. After taking official action, the goods-
in-transit remain subject to taxation by the taxing unit until the governing body rescinds or repeals its previous action to
tax goods-in-transit. If, however, a taxing unit took official action prior to October 1, 2011 to tax goods-in-transit and
pledged the taxes imposed on the goods-in-transit for the payment of a debt of the taxing unit, the tax officials of the
taxing unit may continue to impose the taxes on the goods-in-transit until the debt is discharged, if cessation of the
imposition of the tax would impair the obligation of the contract by which the debt was created.

Freeport property is exempt from taxation by the City, and, on October 20, 2011, the City took action to tax goods-in-
transit.

Personal property not used in the business of a taxpayer, such as automobiles or light trucks, has a limited exemption from
ad valorem taxation unless the governing body of a political subdivision elects to tax this property.

The City grants various exemptions to the appraised value of the residence homesteads within the City, as described in
footnote 2 to TABLE ONE — Tax Valuation in this document.

The City may create one or more tax increment financing districts (“TIF”) within the City and freeze the taxable values of
real property in the TIF at the value at the time of its creation. Other overlapping taxing units levying taxes in the TIF may
agree to contribute all or part of future ad valorem taxes levied and collected against the value of property in the TIF in
excess of the “frozen values” to pay or finance the costs of certain public improvements in the TIF. Taxes levied by the
City against the values of real property in the TIF in excess of the “frozen” value are not available for general city use but
are restricted to paying or financing “project costs” within the TIF. The City may also enter into tax abatement agreements
to encourage economic development. Under the agreements, a property owner agrees to construct certain improvements
on its property. The City in turn agrees not to levy a tax on all or part of the increased value attributable to the
improvements until the expiration of the agreement. The abatement agreement could last for a period of up to ten (10)
years. The City has adopted criteria for granting tax abatements, which establish guidelines regarding the number of jobs
to be created and the amount of new value to be added by the taxpayer in return for the abatement. The City has entered
into several such abatement agreements in recent years.

Cities are also authorized, pursuant to Chapter 380, Texas Local Government Code (“Chapter 380”), to establish programs
to promote state or local economic development and to stimulate business and commercial activity in the City. In
accordance with a program established pursuant to Chapter 380, the City may make loans or grant public funds for
economic development purposes; however, no obligations secured by ad valorem taxes may be issued for such purposes
unless approved by the voters of the City. The City has entered into several such Chapter 380 agreements in recent years.

Tax Rate Limitation

All taxable property within the City is subject to the assessment, levy and collection by the City of a continuing, direct
annual ad valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem tax debt within
the limits prescribed by law. Article XI, Section 5, of the Texas Constitution is applicable to the City, and limits its
maximum ad valorem tax rate to $2.50 per $100 assessed valuation for all City purposes. The City operates under a Home
Rule Charter, which also limits the City’s ad valorem tax rate to $2.50 per $100 assessed valuation for all City purposes.

Administratively, pursuant to Title 1, Section 53.5 of the Texas Administrative Code, the Texas Attorney General prohibits
the issuance of debt by a municipality, such as the City, if its issuance produces debt service requirements exceeding that
which can be paid from $1.50 of such $2.50 maximum tax rate, as calculated at the time of issuance at a 90% collection
rate. The issuance of the Obligations will not exceed the above-described limits or violate the Texas Attorney General’s
administrative rule.



Tax Procedures

By each September 1 or as soon thereafter as practicable, the City Council adopts a tax rate per $100 taxable value for the
upcoming fiscal year beginning October 1. The tax rate consists of two components: (1) a rate for funding of maintenance
and operation expenditures, and (2) a rate for debt service.

Section 26.05 of the Property Tax Code provides that the governing body of a taxing unit is required to adopt the annual
tax rate for the unit before the later of September 30 or the 60th day after the date the certified appraisal roll is received
by the taxing unit, and a failure to adopt a tax rate by such required date will result in the tax rate for the taxing unit for
the tax year to be the lower of the effective tax rate calculated for that tax year or the tax rate adopted by the taxing unit
for the preceding tax year. Furthermore, Section 26.05 provides the City Council may not adopt a tax rate that exceeds the
lower of the rollback tax rate or the effective tax rate until two public hearings are held on the proposed tax rate following
a notice of such public hearings (including the requirement that notice be posted on the City’s website if the City owns,
operates or controls an internet website and public notice be given by television if the City has free access to a television
channel) and the City Council has otherwise complied with the legal requirements for the adoption of such tax rate. If the
adopted tax rate exceeds the rollback tax rate, the qualified voters of the City by petition may require that an election be
held to determine whether or not to reduce the tax rate adopted for the current year to the rollback tax rate.

Section 140.010, Texas Local Government Code, provides that a municipality shall give notice of proposed property tax
rates by publishing notice in a newspaper of general circulation, mailing notice to each property owner in the municipality
by not later than September 1 or the 30th day after the first date that the municipality has received the certified appraisal
roll from each applicable tax assessor-collector. In addition, the municipality shall post the notice on the internet website
of the municipality not later than the later of September 1 or the 30th day after the first date that the municipality has
received the certified appraisal roll from each applicable tax-assessor collector and continuing until the municipality adopts
a tax rate.

“Effective tax rate” means the rate that will produce last year’s total tax levy (adjusted) from this yeat’s total taxable values
(adjusted). “Adjusted” means lost values are not included in the calculation of last year’s taxes and new values are not
included in this yeat’s taxable values.

“Rollback tax rate” means the rate that will produce last year’s maintenance and operation tax levy (adjusted) from this
year’s values (adjusted) multiplied by 1.08 plus a rate that will produce this year’s debt service from this year’s values

(unadjusted) divided by the anticipated tax collection rate.

Reference is made to the Property Tax Code for definitive requirements for the levy and collection of ad valorem taxes
and the calculation of the various defined tax rates.

[The remainder of this page is intentionally left blank.]
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Tax Valuation — TABLE ONE
January 1, 2017 Certified Appraised Value (1)

Less Local Exemptions to Assessed Values: (2)
Residential Homestead
Residential Homestead over 65
Homestead 10% Increase Cap
Disabled Veterans
Agricultural and Historical Exemptions
Disability Exemption
Other Exemptions
Freeport Exemption

January 1, 2017 Net Taxable Assessed Valuation (1)

$4,080,848,632
2,974,583,052
3,629,837,061
311,617,424
791,903,438
189,462,450
20,219,265,193
1,074,165,808

(1) Appraised value is subject to change pending additional exemption and appeals.
(2) Exemptions or adjustments to assessed valuation granted in 2016 include exemption of (a) 8% of the assessed valuation of a
residence homestead; (b) $82,500 for homestead property of property owners who are over 65 years of age or disabled; (c)
exemptions for residence homestead property exceeding a 10 percent increase in valuation from the previous year; (d) exemptions
for property of disabled veterans or certain surviving dependents of disabled veterans; (e) certain adjustments to productive
agricultural lands; (f) exemptions to the land designated as historically significant sites by certain public bodies; and (g) exemption
of freeport property detained in Texas for 175 days or less for the purpose of assembly, storage, manufacturing, processing or

fabrication of exported finished goods from Texas.

[The remainder of this page is intentionally left blank.]
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$172,161,180,431

$33,271,683,058

$138,889,497,373



Statement of Debt (As of September 30, 2017)

The following table sets forth on a pro forma basis the amount of Public Improvement Bonds, Assumed Bonds, Contract
Revenue Obligations, Certificates of Obligation and Contractual Obligations outstanding and certain debt ratios related

thereto.
Public Improvement Bonds (1) $1,041,675,000
Certificates of Obligation (1) 246,945,000
Contractual Obligations 89,865,000
Mueller Contract Revenue Obligations 47,295,000
The Obligations (2) 98,290,000
The Taxable Bonds (2) 25,000,000
Assumed MUD Bonds (3) 7,116,170
Total $1,556,186,170
Less Self-Supporting Debt:
Assumed MUDs (3) $7,116,170
Mueller Contract Revenue Obligations 47,295,000
Airport (4) 54,111
Austin Energy (4) 278,204
Austin Water (2) (4) 8,824,653
City Hall (4) 7,919,738
Code Compliance (4) 380,552
Convention Center (4) 14,253,319
Financial Services (2) (4) 21,880,476
Fleet Management (2) (4) 2,819,698
Golf (4) 304,794
Solid Waste (4) 29,182,906
Transportation (2) (4) 20,171,239
Waller Creek (2) (4) 93,110,531
Watershed Protection (2) (4) 35,198,167
Total Self-Supporting $288,789,558
Less Interest and Sinking Fund Balance (5) 20,760,852
Less Self-Supporting General Fund Payments (6) 83,893
Net Debt $1,246,551,867
Ratio Total Debt to 2017 Net Taxable Assessed Valuation 1.23%
Ratio Net Debt to 2017 Net Taxable Assessed Valuation 0.99%
2017 Population (Estimate) — 937,065 (7)
Per Capita Net Taxable Assessed Valuation — $134,618.82
Per Capita Net Debt Outstanding — $1,330.27
(1)  Excludes the Obligations and the Taxable Bonds.

The Obligations and the Taxable Bonds were sold concurrently pursuant to separate official statements, and are
expected to be delivered concurrently on October 3, 2017. See also “DEBT INFORMATION - Concurrent
Issuance of General Obligation Debt” in this document.

[footnotes continued on following page]
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(3) Represents bonds of the Northwest Austin MUD#1 annexed by the City.

(4) Airport, Austin Energy, Austin Resource Recovery, Austin Water, Building Services, City Hall, Code Compliance,
Convention Center, Fleet Management, Golf, One Texas Center, Transportation, Waller Creek, and Watershed
Protection represent a portion of the City’s Outstanding Public Improvement Bonds, Certificates of Obligation
and/or Contractual Obligations. Debt setvice for these depattments ot offices is paid from revenue of the respective
enterprises. The City plans to continue to pay these obligations from each respective enterprise. Fleet Management
and One Texas Center are internal service funds that generate revenue through charges to user departments.

(5) Represents estimate of cash plus investments at cost on September 30, 2017.

(6) Various general fund departments have issued debt at which is supported by a transfer into the debt service fund
from the issuing department. The department’s budget the required debt service which reduces the debt service tax
requirement.

(7)  Source: City of Austin Department of Planning and Development based on full purpose area as of January 2017.

Valuation and Funded Debt History — TABLE TWO

Ratio of Net

Fiscal Per Capita Funded Tax

Year Estimated Taxable (000%s) Per Capita Debt to % of

Ended City Taxable Assessed Assessed Net Funded Net Funded Taxable Total Tax
9-30  Population (1) Valuation Valuation Tax Debt (2) Tax Debt Valuation Collections
2009 770,296 $76,752,007,737 $99,640 $1,065,565 $1,383.32 1.39% 99.57%
2010 778,560 80,960,540,976 103,988 1,002,186 1,287.23 1.24% 99.22%
2011 805,662 77,619,349,384 96,342 1,049,751 1,302.97 1.35% 99.42%
2012 821,012 79,219,780,879 96,490 1,132,201 1,379.03 1.43% 99.27%
2013 841,649 83,294,536,493 98,966 1,198,730 1,424.26 1.44% 99.36%
2014 878,002 88,7606,098,160 101,100 1,313,334 1,495.82 1.48% 100.01%
2015 899,119 98,652,179,430 109,721 1,409,384 1,567.52 1.43% 99.88%
2016 925,491 110,526,026,399 119,424 1,490,221 1,303.04 1.09% 100.18%
2017 937,065 126,146,583,050 134,619 1,246,552 (5) 1,330.27 (5) 0.99% (5) 99.24% (3)
2018 958,418 138,889,497,373 (4) 144,915 1,305,176 (5) 1,361.80 (5) 0.94% (5) N/A

(1) Source: 2016 City of Austin Comprehensive Annual Financial Report (“CAFR”) — Table 18, through fiscal year
ending 2016; City of Austin Department of Planning and Development based on full purpose area as of January
2017, for fiscal years ending 2017 and 2018.

(2) Excludes general obligation debt issued for enterprise funds and general fund departments which transfer in from
the Operating Budget. See “DEBT INFORMATION? in this document.

(3) Estimated Collections as of June 30, 2017 based on the July 2016 Certified Tax Roll tax levy.

(4)  Certified taxable value for the 2017 tax year provided by the Travis Central Appraisal District, Williamson Central
Appraisal District, and Hays Central Appraisal District on July 10, 2017 July 20, 2017, and July 26, 2017,
respectively.

(5) Includes the Obligations and the Taxable Bonds (aggregate issuance of $123,290,000 par amount) See “DEBT
INFORMATION — Concurrent Issuance of General Obligation Debt” in this Official Statement.
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Tax Rate, Levy and Collection History — TABLE THREE

Fiscal Year Total Distribution
Ended Tax General Interest and % Current % Total
9-30 Rate Fund Sinking Fund Tax Levy Collections Collections
2009 $0.4012 $0.2749 $0.1263 $307,929,055 99.03% 99.57%
2010 0.4209 0.2950 0.1259 340,762,917 98.97% 99.22%
2011 0.4571 0.3262 0.1309 354,798,046 99.13% 99.42%
2012 0.4811 0.3551 0.1260 381,126,366 99.27% 99.27%
2013 0.5029 0.3821 0.1208 418,888,224 99.36% 99.36%
2014 0.5027 0.3856 0.1171 446,227,175 99.27% 100.01%
2015 0.4809 0.3691 0.1118 474,418,331 99.30% 99.88%
2016 0.4589 0.3527 0.1062 507,203,935 99.58% 100.18%
2017 0.4418 0.3399 0.1019 557,315,604 99.05% (1) 99.24% (1)
2018 (2) 0.4451 0.3396 0.1055 618,197,153 N/A N/A

(1) Estimated collections as of June 30, 2017 based on the July 2016 Certified Tax Roll tax levy.
(2) Preliminary, subject to change pending adoption of the tax rate, expected to occur on or about September 11, 2017.

Ten Largest Taxpayers — TABLE FOUR

January 1, 2017 % of Total Taxable
Name of Taxpaver Nature of Property Taxable Assessed Valuation Assessed Valuation
Samsung Austin Semiconductor Manufacturing $1,945,789,711 1.40%
CSHYV Properties Commercial 847,593,097 0.61%
Columbia/St David’s Healthcare Hospital/Medical 548,470,280 0.39%
Apple Inc Commercial 481,565,152 0.35%
Finley Company Commercial 481,543,445 0.35%
IMT Capital II Riata Commercial 398,165,305 0.29%
G&I Properties Commercial 394,694,194 0.28%
Domain Mall Commercial 301,942,549 0.22%
HEB Grocetry Company Retail 292,305,471 0.21%
Parkway Properties Commercial 255,678,334 0.18%
TOTAL $5,947,747,538 4.28%

Source: Travis Central Appraisal District and Williamson Central Appraisal District.
Property Tax Rate Distribution — TABLE FIVE

Fiscal Year Ended September 30

2014 2015 2016 2017 2018 (1)
General Fund $.3856 $.3691 $.3527 $.3399 $0.3396
Interest and Sinking Fund 1171 1118 1062 1019 0.1055
Total Tax Rate $0.5027 $0.4809 $0.4589 $0.4418 $0.4451

(1)  Preliminary, subject to change pending adoption of the tax rate, expected to occur on or about September 11, 2017.
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Net Taxable Assessed Valuations, Tax Levies and Collections — TABLE SIX

Fiscal

Year

Ended

9-30
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018

Valuation

Date
1-1-08
1-1-09
1-1-10
1-1-11
1-1-12
1-1-13
1-1-14
1-1-15
1-1-16
1-1-17

Real Property

Amount
$68,790,111,385
72,733,550,671
70,501,655,045
70,283,821,626
73,663,555,699
79,399,650,702
88,868,446,944
100,293,482,266
115,889,987,304
128,693,542,390

% of Total
89.63%
89.84%
90.83%
88.72%
88.44%
89.45%
90.08%
90.74%
91.87%
92.66%

Personal Property

Amount
$7,961,896,352
8,226,990,305
7,117,694,339
8,935,959,253
9,630,980,794
9,366,447,458
9,783,732,486
10,232,544,133
10,256,595,746
10,195,954,983

% of Total

10.37%
10.16%
9.17%
11.28%
11.56%
10.55%
9.92%
9.26%
8.13%
7.34%

Net Taxable

Assessed Valuation

$76,752,007,737
80,960,540,976
77,619,349,384
79,219,780,879
83,294,536,493
88,766,098,160
98,652,179,430
110,526,026,399
126,146,583,050
138,889,497,373

(1) Estimated collections through June 30, 2017 based on the July 2016 Certified Tax Roll tax levy.

(2) Preliminary, subject to change pending adoption of the tax rate, expected to occur on or about September 11, 2017.

[The remainder of this page is intentionally left blank.]
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Total
Tax Levy
$307,929,055
340,762,917
354,798,046
381,126,366
418,888,224
446,227.175
474,418,331
507,203,935
557,315,604
618,197,153 (2)

% Current

Collections

99.03%
98.97%
99.13%
99.27%
99.36%
99.27%
99.30%
99.58%
99.05% (1)
N/A

% Total
Collections
99.57%
99.22%
99.42%
99.27%
99.36%
100.01%
99.88%
100.18%
99.24% (1)
N/A



Revenue Debt (As of August 31, 2017)

In addition to the above, on a pro forma basis, the City had outstanding $18,625,434 Combined Utility Systems Revenue
Bonds payable from a first lien on the combined net revenue of the Electric System and the Water and Wastewater System
and $109,920,696 Combined Utility System Revenue Bonds payable from a subordinate lien on the combined net revenue
of the Electric System and the Water and Wastewater System; $1,126,395,000 Electric Utility Obligations payable from a
separate lien on the net revenues of the Electric Utility System; $2,255,670,000 Water and Wastewater Obligations payable
from a separate lien on the net revenue of the Water and Wastewater System, and $141,397,000 Combined Utility Systems
Commercial Paper payable from a subordinate lien on the combined net revenue of the Electric System and the Water
and Wastewater System.

The City also has outstanding $812,933,000 Airport System Revenue Bonds payable from net revenues of the City’s Airport
System.

Obligations Subject to Annual Appropriation

With respect to the redevelopment of the property formerly known as Robert Mueller Municipal Airport (“Muellet”), the
City entered into a Master Development Agreement with Catellus Austin, LLC, effective as of December 2, 2004 (the
“Development Agreement”), and in the Development Agreement, the City agreed to issue debt to finance certain “Public
Finance Reimbursable Project Costs” either directly or through the auspices of a local government corporation created by
the City. The City has entered into an economic development grant agreement (the “Grant Agreement”) with Mueller
Local Government Corporation (“MLGC”), a non-profit local government corporation created by the City to act on its
behalf with respect to the redevelopment of Mueller. MLLGC was created in response to the provisions of the Development
Agreement. Under the terms of the Grant Agreement, the City will make grant payments to MLGC from the General
Fund, subject to annual appropriation by the City, in amounts sufficient to pay debt service on bonds issued by MLGC to
fund Public Finance Reimbursable Project Costs and pay administrative costs associated with such bonds. It is anticipated
that sales tax revenues generated by properties developed at Mueller will be sufficient to fund the grants throughout the
term of the Grant Agreement. $12,000,000 in Contract Revenue Bonds were issued in 2006 by MLGC to finance Public
Finance Reimbursable Project Costs, and as of the date of this Official Statement, $7,810,000 in principal amount of these
Contract Revenue Bonds is outstanding. The City has also created a tax increment reinvestment zone for the Mueller
project to include Reinvestment Zone Number Sixteen (the “Zone”) and neighboring areas for the promotion,
development, encouragement and maintenance of employment, commerce, economic development and public facility
development in the Zone which consists of approximately 700 acres. Currently, only the City participates in the Zone by
contributing its tax increment revenues to the Zone, and it is not expected that any other taxing unit will participate in the
Zone. The tax increment revenues of the City will be contributed by the City to the MLGC pursuant to the terms of a Tri-
Party Agreement among the City, the MLGC and the Zone (the “Tri-Party Agreement”). In addition, the City has agreed
to consider making payments to the MLLGC under a grant agreement between the City and the MLGC, pursuant to which
the City may make available to the MLGC grant funds in amounts sufficient to pay debt service on the Tax Increment
Contract Revenue Bonds, should Pledged Revenues be insufficient to allow the MLLGC to meet its debt service payment
obligations. The grant payments are to be funded from available moneys in the City’s general fund, subject to annual
appropriation. The City is under no obligation to make grant payments. The MLGC has issued three series of Tax
Increment Contract Revenue Bonds, aggregating $47,580,000 in principal amount, backed by tax increment revenues
generated from taxation of real property within the boundaries of the Zone from taxing units participating in the Zone,
and as of the date of this Official Statement, $40,115,000 in principal amount of these Tax Increment Contact Revenue
Bonds is outstanding.

[The remainder of this page is purposefully left blank.]
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Debt Service Requirements

DEBT INFORMATION (a)

Fiscal
Year Public Certificates Assumed Mueller Grand Less Net
Ending Improvement of Contractual NW Austin ~ Contract Rev The Obligations and the Total Self-Supporting Total Principal
09/30 Bonds Obligation Obligations MUD #1 Bonds Taxable Bonds Requirements ~ Requirements (b)  Requirements Payout
2018 $109,217,529 $20,219,968 $28,169,729 $1,012,938 $4,223,315 $20,558,620 $183,402,097 $40,941,755 $142,460,342
2019 109,151,880 19,765,026 24,375,106 1,030,083 4,337,715 9,220,553 167,880,363 38,396,714 129,483,649
2020 109,240,790 19,738,159 19,440,675 1,033,498 4,453,040 9,216,503 163,122,664 34,873,642 128,249,022
2021 110,576,350 19,808,855 12,711,394 1,046,118 4,577,790 9,197,903 157,918,410 31,044,735 126,873,675
2022 106,690,192 19,875,994 7,506,300 1,036,678 4,700,709 9,105,253 148,915,126 26,952,253 121,962,872 34.27%
2023 102,304,855 19,947,516 4,368,575 1,041,188 4,837,296 9,431,028 141,930,459 23,457,465 118,472,993
2024 99,537,950 20,002,113 1,570,800 1,038,575 4,973,965 9,324,707 136,448,109 23,227,609 113,220,500
2025 94,894,984 20,060,281 1,044,475 5,109,565 8,791,531 129,900,836 21,154,088 108,746,748
2026 91,384,047 20,126,133 943,463 5,255,965 8,774,520 126,484,127 20,558,873 105,925,253
2027 85,308,757 20,154,082 4,415,465 8,731,834 118,610,139 17,168,771 101,441,367 64.80%
2028 78,346,452 20,213,471 4,572,934 8,743,647 111,876,503 17,283,561 94,592,942
2029 70,674,538 20,272,242 4,735,059 8,676,638 104,358,477 17,470,830 86,887,646
2030 62,992,463 20,013,455 2,155,401 8,514,086 93,675,405 14,625,752 79,049,653
2031 53,037,546 18,288,392 2,151,864 8,530,583 82,008,385 13,657,953 68,350,432
2032 46,461,745 17,021,734 2,155,369 8,526,771 74,165,618 12,980,108 61,185,510 89.36%
2033 39,215,420 15,786,638 7,582,611 62,584,669 10,274,546 52,310,123
2034 28,197,002 15,800,170 6,612,625 50,609,797 10,285,918 40,323,879
2035 11,757,535 12,101,992 6,947,723 30,807,249 7,351,587 23,455,663
2036 1,739,248 8,642,964 6,829,405 17,211,617 5,177,964 12,033,653
2037 4,593,169 7,133,997 11,727,166 4,593,169 7,133,997 99.32%
2038 4,262,138 4,262,138 4,262,138
2039 2,699,838 2,699,838 2,699,838
2040 2,315,513 2,315,513 2,315,513
2041 2,329,988 2,329,988 2,329,988

(a) As of September 30, 2017

(b) Includes principal and interest on all self-supporting debt (see "Statement of Debt", p. 12).

100.00%
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Estimated Direct and Ovetlapping Funded Debt Payable From Ad Valorem Taxes (in 000’s)

Expenditures of the various taxing bodies within the territory of the City are paid out of ad valorem taxes levied by these
taxing bodies on properties within the City. These political taxing bodies are independent of the City and may incur
borrowings to finance their expenditures. Except for the amounts relating to the City, the City has not independently
verified the accuracy or completeness of such information, and no person should rely upon such information as being
accurate or complete. Furthermore, certain of the entities listed below may have issued additional bonds since the date
stated above, and such entities may have programs requiring the issuance of substantial amounts of additional bonds the
amount of which cannot be determined. The following table reflects the estimated share of overlapping funded debt of
the major taxing bodies in the area.

Total Debt Estimated % Overlapping

Taxing Jurisdiction Funded (1) Applicable Funded Debt

City of Austin (2) $ 1,246,552 100.00% 1,246,552
Austin CCD 304,154 70.35% 213,972
Austin ISD 1,048,254 95.48% 1,000,873
Avery Ranch Rd Dist # 1 8,740 99.39% 8,687
Del Valle ISD 208,895 73.18% 152,869
Eanes ISD 143,025 37.49% 53,620
Hays Co 326,465 0.05% 163
Leander ISD 1,031,638 12.07% 124,519
Manor ISD 288,450 74.72%0 215,530
Northtown MUD 21,895 19.03% 4,167
Pearson Place Road District 5,315 100.00% 5,315
Pflugerville ISD 457,865 35.00% 160,253
Round Rock ISD 787,475 34.55% 272,073
Travis Co 684,531 72.97% 499,502
Travis Co Healthcare Dist 10,380 72.97% 7,574
Travis Co MUD # 2 20,142 0.12% 24
Travis Co MUD # 3 40,032 0.23% 92
Travis Co MUD # 8 6,575 3.02% 199
Travis Co WC&ID # 10 45,970 5.01% 2,303
Williamson Co 875,945 12.73% 111,508
Total Direct and Overlapping Debt: $ 4,079,794.45
Ratio of Direct and Overlapping Funded Debt to Taxable Assessed Value (3) 3.23%
Per Capita Overlapping Funded Debt (4) $ 4,353.80

(1) Source: Obtained from the Municipal Advisory Council of Texas on July 27, 2017, as of June 30, 2017.

(2) As of September 30, 2017. Includes the Obligations and Taxable Bonds (aggregate issuance of $123,290,000 par
amount). See also “DEBT INFORMATION - Concurrent Issuance of General Obligation Debt” in this document.

(3) Based on assessed valuation of $126,146,583,050 provided by the Travis Central Appraisal District, Williamson
Central Appraisal District, and Hays Central Appraisal District on October 7, 2016, September 27, 2016, and
November 16, 2016, respectively.

(4) Based on 2017 estimated population of 937,065.

Note: Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the City. This
schedule estimated the portion of the outstanding debt of those ovetlapping governments that is borne by the City’s
residents and businesses. This process recognized that, when considering the City’s ability to issue and repay long-term
debt, the entire debt borne by its residents and businesses should be taken into account. However, this does not imply
that every taxpayer is a resident, and therefore responsible for repaying the debt, of each ovetlapping government.
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Authorized General Obligation Bonds — TABLE SEVEN

Amount

Date Amount Previously Currently Unissued

Purpose Authorized Authorized Issued Being Issued Balance
Brackentidge 2000 10-22-83 $50,000,000 $40,785,000 $ $9,215,000
Park Improvements 09-08-84 9,975,000 9,648,000 327,000
Cultural Arts 01-19-85 20,285,000 14,890,000 5,395,000
Cultural Arts 11-07-06 31,500,000 27,500,000 4,000,000
Public Safety Facility 11-07-06 58,100,000 53,100,000 5,000,000
Mobility Transportation 11-06-12 143,299,000 113,520,000 29,779,000
Park Improvements 11-06-12 77,680,000 43,890,000 15,300,000 18,490,000
Public Safety Facility 11-06-12 31,079,000 17,465,000 10,600,000 3,014,000
HHS Facility 11-06-12 11,148,000 6,350,000 3,200,000 1,598,000
Cultural Arts 11-06-12 13,442,000 7,940,000 1,900,000 3,602,000
Affordable Housing 11-05-13 65,000,000 30,000,000 25,000,000 (1) 10,000,000
Mobility Transportation 11-08-16 720,000,000 0 43,000,000 677,000,000
$1,231,508,000 $365,088,000 $99,000,000 $767,420,000

(1) Projects funded with proceeds of the Taxable Bonds sold concurrently with the Obligations.

The City may also incur non-voted debts payable from or secured by its collection of ad valorem taxes and other sources
of revenue, including certificates of obligation, tax notes, public property finance contractual obligations and leases for
various purposes.

Concurrent Issuance of General Obligation Debt

The City sold its Public Improvement Bonds, Taxable Series 2017 in the aggregate principal amount of $25,000,000 (the
“Taxable Bonds”) concurrently with the sale of the Obligations, pursuant to a separate official statement.

Funded Debt Limitation

There is no direct debt limit on bonded indebtedness in the City Charter. State law authorizes the City to incur total bond
indebtedness through the issuance of bonds payable from taxes in an amount not to exceed 10% of the total assessed
valuation of property in the City. Revenue bonds, tax and revenue anticipation notes, and other obligations and contracts
are not included in the bonded debt total to which the statutory limitation of 10% applies. See “TAX INFORMATION -
Tax Rate Limitation” and “TAX INFORMATION - Statement of Debt.”

Short—Term Borrowing

Pursuant to Section 1431, Texas Government Code, the City has the authority to conduct short-term borrowings to
provide for the payment of current expenses through the issuance of anticipation notes. Anticipation notes issued for this
purpose must mature before the first anniversary of the date the Attorney General approves the anticipation notes.

FISCAL MANAGEMENT

The City engages in a formal, structured process for preparing both the annual operating budget of the City and a five-
year capital improvements budget for the City. For additional information relating to the financial planning and budget
policies and controls of the City, see APPENDIX A — “GENERAL INFORMATION REGARDING THE CITY —
Financial Information” in this document.
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INVESTMENTS

The City invests its available funds in investments authorized by State law, particularly the Texas Public Funds Investment
Act, Chapter 2256, Texas Government Code (the “PFIA”), in accordance with investment policies approved by the City
Council. Both State law and the City’s investment policies are subject to change.

Legal Investments
Under State law, the City is authorized to invest in:

(1) obligations of the United States or its agencies and instrumentalities, including letters of credit;

(2) direct obligations of the State of Texas or its agencies and instrumentalities;

(3) collateralized mortgage obligations directly issued by a federal agency or instrumentality of the United States,
the underlying security for which is guaranteed by an agency or instrumentality of the United States;

(4) other obligations, the principal and interest of which is guaranteed or insured by or backed by the full faith
and credit of, the State of Texas or the United States or their respective agencies and instrumentalities,
including obligations that are fully guaranteed or insured by the Federal Deposit Insurance Corporation
(“FDIC”) or by explicit full faith and credit of the United States;

(5) obligations of states, agencies, counties, cities, and other political subdivisions of any state rated as to
investment quality by a nationally recognized investment rating firm not less than “A” or its equivalent;

(6) bonds issued, assumed or guaranteed by the State of Israel;

(7) interest-bearing banking deposits that are guaranteed insured by the FDIC or the National Credit Union
Share Insurance Fund or their respective successors;

(8) certificates of deposit meeting the requirements of the PFIA that are issued by an institution that has its
main office or a branch office in the State of Texas and are guaranteed or insured by a combination of cash
and the Federal Deposit Insurance Corporation or the National Credit Union Share Insurance Fund, or are
secured as to principal by obligations described in clauses (1) through (6) or in any other manner and amount
provided by law for City deposits;

(9) fully collateralized repurchase agreements that have a defined termination date, are fully secured by a
combination of cash and obligations desctibed in clause (1) which are pledged to the City, held in the City’s
name, and deposited at the time the investment is made with the City or with a third party selected and
approved by the City and are placed through a primary government securities dealer, as defined by the
Federal Reserve, or a financial institution doing business in the State of Texas;

(10) certain bankers’ acceptances with the remaining term of 270 days or less, if the short-term obligations of the

accepting bank or its parent are rated at least “A-1" or “P-1” or the equivalent by at least one nationally

recognized credit rating agency;

commercial paper with a stated maturity of 270 days or less that is rated at least “A-1” or “P-1” or the

equivalent by either (a) two nationally recognized credit rating agencies or (b) one nationally recognized

credit rating agency if the commercial paper is fully secured by an irrevocable letter of credit issued by a U.S.

or state bank;

(12) no-load money market mutual funds registered with and regulated by the Securities and Exchange
Commission that comply with Securities and Exchange Commission Rule 2a-7;

(13) no-load mutual funds registered with the Securities and Exchange Commission that have an average
weighted maturity of less than two years, and either has a duration of one year or more and is invested
exclusively in obligations described in this paragraph, or has a duration of less than one year and the
investment portfolio is limited to investment grade securities, excluding asset-backed securities; and,

(14) local government investment pools organized in accordance with the Interlocal Cooperation Act (Chapter
791, Texas Government Code) as amended, whose assets consist exclusively of the obligations that are
described above. A public funds investment pool must be continuously ranked no lower than “AAA”,
“AAA-m” or at an equivalent rating by at least one nationally recognized rating service.

a1

~—

The City may also invest bond proceeds in guaranteed investment contracts that have a defined termination date and are
secured by obligations of the United States or its agencies and instrumentalities in an amount at least equal to the amount
of bond proceeds invested under such contract, other than the prohibited obligations described below.
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A political subdivision such as the City may enter into securities lending programs if:

(i) the value of securities loaned under the program are not collateralized at less than 100%, including accrued
income, a loan made under the program allows for termination at any time and a loan made under the
program is either secured by (a) obligations that are described in clauses (1) through (6) above, (b) irrevocable
letters of credit issued by a state or national bank that is continuously rated by a nationally recognized
investment rating firm at not less than A or its equivalent or (c) cash invested in obligations described in
clauses (1) through (6) above, clauses (11) through (13) above, or an authorized investment pool;

(i) securities held as collateral under a loan are pledged to the City, held in the City’s name and deposited at the
time the investment is made with the City or a third party designated by the City;

(iii) aloan made under the program is placed through either a primary government securities dealer or a financial
institution doing business in the State of Texas; and

(iv) the agreement to lend securities has a term of one year or less.

Effective September 1, 2005, the City, as the owner of a municipal electric utility that is engaged in the sale of electric
energy to the public, may invest funds held in a “decommissioning trust” (a trust created to provide the Nuclear Regulatory
Commission assurance that funds will be available for decommissioning purposes as required under 10 C.F.R. Part 50 or
other similar regulation) in any investment authorized by Subtitle B, Title 9, Texas Property Code (“Texas Trust Code”).
The Texas Trust Code provides that a trustee shall invest and manage trust assets as a prudent investor would, by
considering the putrposes, terms, distribution requirements, and other circumstances of the trust. In satisfying this
standard, the trustee shall exercise reasonable care, skill, and caution.

The City may also contract with an investment management firm registered under the Investment Advisor Act of 1940
(15 U.S.C. Section 80b.1 et seq.) or with the State Securities Board to provide for the investment and management of its
public funds or other funds under its control for a term of up to two years, but the City retains ultimate responsibility as
fiduciary of its assets.

The City is specifically prohibited from investing in:

(1) obligations whose payment represents the coupon payments on the outstanding principal balance of the
underlying mortgage-backed security collateral and pays no principal;

(2) obligations whose payment represents the principal stream of cash flow from the underlying mortgage-
backed security and bears no interest;

(3) collateralized mortgage obligations that have a stated final maturity of greater than 10 years; and

(4) collateralized mortgage obligations the interest rate of which is determined by an index that adjusts opposite
to the changes in a market index.

Investment Policies

Under State law, the City is required to invest its funds under written investment policies that primarily emphasize safety
of principal and liquidity; that address investment diversification, yield and maturity; and also that address the quality and
capability of investment personnel. The policy includes a list of the type of authorized investments for City funds, the
maximum allowable stated maturity of any individual investment owned by the City, the maximum average
dollar—weighted maturity allowed for pooled fund groups, methods to monitor the market price of investments acquired
with public funds, a requirement for settlement of all transactions, except investment pool funds and mutual funds, on a
delivery versus payment basis, and procedures to monitor rating changes in investments acquired with public funds and
the liquidation of such investments consistent with the PFIA. All City funds must be invested consistent with a formally
adopted “Investment Strategy Statement” that specifically addresses each funds’ investment. Each Investment Strategy
Statement must describe the investment objectives for the particular fund using the following priorities:

(1) understanding of the suitability of the investment to the financial requirements of the City;
(2) preservation and safety of principal;

(3) liquidity;

(4) marketability of each investment;

(5) diversification of the portfolio; and

(6) yield.
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The City’s investment policy authorizes the City to invest its funds and funds under its control in all of the eligible
investments described above under “Legal Investments”, except those investments described in clauses (3) and (6).

Under State law, City investments must be made “with judgment and care, under prevailing circumstances, that a person
of prudence, discretion and intelligence would exercise in the management of the person’s own affairs, not for speculation,
but for investment, considering the probable safety of capital and the probable income to be derived.” At least quarterly,
the investment officers of the City shall submit an investment report detailing:

(1) the investment position of the City;

(2) that all investment officers jointly prepared and signed the report;

(3) the beginning market value and the ending value of each pooled fund group;

(4) the book value and market value of each separately listed asset at the end of the reporting period;

(5) the maturity date of each separately invested asset;

(6) the account or fund or pooled fund group for which each individual investment was acquired; and

(7) the compliance of the investment portfolio as it relates to (a) adopted investment strategy statements and
(b) State law.

No person may invest City funds without express written authority of the City Council or the Chief Financial Officer of
the City.

Additional Provisions
Under Texas law, the City is additionally required to:

(1) annually review its adopted policies and strategies,

(2) require any investment officers with personal business relationships or relatives with firms seeking to sell
securities to the City to disclose the relationship and file a statement with the Texas Ethics Commission and
the City Council,

(3) require the registered representative of firms secking to sell securities to the City to (a) receive and review
the City’s investment policy, (b) acknowledge that reasonable controls and procedures have been
implemented to preclude imprudent investment activities, and (c) deliver a written statement attesting to
these requirements;

(4) perform an annual audit of the management controls on investments and adherence to the City’s investment
policy; and

(5) provide specific investment training for the Chief Financial Officer of the City, Treasurer and Investment
Officers.

Current Investments — TABLE EIGHT

As of June 30, 2017, the City’s investable funds were invested in the following categories.

Type of Investment Percentage
U. S. Treasuries 10%
U. S. Agencies 44%
Money Market Funds 3%
Local Government Investment Pools 43%

The dollar weighted average maturity for the combined City investment portfolios is 266 days. The City prices the
portfolios weekly utilizing a market pricing service.
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GENERAL FUND REVENUES AND EXPENDITURES AND CHANGES IN FUND
BALANCE - TABLE NINE

(in 000’s)
2012 2013 2014 2015 2016

Revenues:
Taxes (1) $448,537  $498,605 $537,138 $572,640 $607,361
Franchise Fees 32,578 35,040 37,407 37,842 36,678
Fines, Forfeitures and Penalties 15,784 16,971 17,130 17,305 15,027
Licenses, Permits and Inspections 22,664 28,669 33,719 39,006 47,470
Charges for Services 44147 49,579 57,974 58,297 59,062
Interest and Other 4414 6,027 9,335 11,831 15,205
Total Revenues $568,124  $634,891 $692,703 $736,921 $780,803
Expenditures:
Administration $ 12,674 $ 13,926 $ 14,610 $ 19,246 $20,844
Urban Growth Management 38,419 44,934 57,325 63,072* 66,817
Public Safety 447,944 473,980 493,668 543,709* 559,038
Public Services and Utilities - - - - -
Public Health 41,991 48,232 54,196 61,247* 72,333
Public Recreation and Culture 71,753 81,893 89,492 98,242* 105,410
Transportation, Planning and Sustainability (3) 5 9 ©) 4 814
Nondepartmental Expenditures 83,875 87,126 97,951 93,349* 106,985
Total Expenditures $696,661  $750,100 $807,236 $878,869 $932,241
Excess (Deficiency) of Revenues

Over Expenditures Before Other

Financing Sources (Uses) ($128,537) ($115,209) ($114,533)  ($141,948) ($151,438)
Other Financing Sources (Uses):
Transfers from Other Funds 144,208 145,764 162,622 153,936 157,201
Transfers to Other Funds (19,761) (13,626)  (27,515) (30,304) (26,246)
Net Other Financing Sources $124,447  $132,138 $135,107 $123,632 $130,955
Excess (Deficiency) of Total

Revenues and Other Services

Over Expenditures and Other

Uses $ (4,090) $ 16,929 $ 20,574  ($18,310) ($20,483)
Special Item — Land Sale (See FY15 CAFR Note 1) - - 15,830 11,983 4,309
Fund Balances at Beginning of Year 134,253 130,163 147,092 183,496 177,163
Fund Balances at End of Year (2) $130,163  $147,092 $183,496 $177,163 $160,989

(1) Consists of property, sales and mixed drinks tax.

(2) As of September 30, 2016, the emergency reserve maintains a balance of six percent of total General Fund
requirements, or $54.7 million, and the budget stabilization reserve reports a balance of $69.9 million.

(3) Reported with Urban Growth Management prior to 2012.
*Numbers vary from the FY15 posting due to a reclassification of expenses between these line items.
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CERTAIN GENERAL FUND RECEIPTS OTHER THAN AD VALOREM TAXES
Municipal Sales Tax— TABLE TEN

At an election held on September 30, 1967, the citizens of Austin voted a 1% retail sales and use tax to become effective
on January 1, 1968. This tax provides an additional revenue source to the General Fund of the City. Collections and
enforcements are effected through the offices of the Comptroller of Public Accounts of the State of Texas, who currently
remits the proceeds of the tax to the City monthly. Revenue from this source has been:

Fiscal Year Per Capita (in 000’s) % of

Ended 9-30 Sales and Use Tax Sales and Use Tax Ad Valorem Tax Levy
2009 $182.51 $139,795 45.40%
2010 186.01 144,710 42.47%
2011 189.01 151,125 42.59%
2012 200.27 164,193 43.08%
2013 209.08 176,198 42.06%
2014 218.72 189,464 42.46%
2015 226.92 204,029 43.01%
2016 229.75 212,634 41.92%
2017 (1) 234.29 219,545 39.51%
2018 (2) 235.94 226,131 36.58%

(1) 2017 figures from approved budget.
(2) Estimate used in FY 2018 Proposed Budget.

Transfers from Utility Funds — TABLE ELEVEN

The City owns and operates a Water and Wastewater System and an Electric Light and Power System, the financial
operations of which are accounted for in the Utility Funds. Transfers from the Utility Funds to the General Fund have
historically provided a significant percentage of the receipts for operation of the General Fund. The following sets forth
the amount of such transfers.

Fiscal Year (in 000’s) % of General

Ended 9-30 Transfers Fund Requirements
2009 $121,505 20.9%
2010 129,967 21.5%
2011 134,263 20.8%
2012 136,919 19.8%
2013 139,548 17.8%
2014 142,909 18.1%
2015 143,755 16.9%
2016 145,793 16.1%
2017 (1) 150,877 15.6%
2018 (2 154,914 15.0%

(1) 2017 figures from the approved budget.
(2) Estimate used in FY 2018 Proposed Budget.

[The remainder of this page is intentionally left blank.]
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THE CITY
Administration

Incorporated in 1839, the City operates under a Council-Manager form of government under its home rule charter. Asa
result of an amendment to the Austin City Charter approved at an election held in November, 2012, the configuration of
the City Council has changed from a seven member council, comprised of a Mayor and six council members elected at
large, to an eleven member council, with the Mayor elected at large, and the remaining members elected from ten single
member districts. The first council election held in accordance with the 2012 amendment to the City Charter was held
November 4, 2014. See APPENDIX A — “GENERAL INFORMATION REGARDING THE CITY - General
Information” in this document.

By charter, the City Council appoints a City Manager for an indefinite term who acts as the chief administrative and
executive officer of the City. The duties include, among others, the supervision of all City departments, the preparation
and administration of an annual budget and the preparation of a report on the finances and administrative activities of the
City. Marc Ott was appointed City Manager in January 2008 and on August 11, 2016 he resigned as City Manager after
accepting the position of Executive Director of the International City/County Management Association in Washington,
D.C. Mr. Ott’s resignation was effective October 31, 2016. On September 1, 2016, the City Council appointed Ms. Elaine
Hart, the City’s Chief Financial Officer, as Interim City Manager, effective October 31, 2016.

Interim City Manager — Elaine Hart, CPA

Ms. Elaine Hart received her B.B.A. in Accounting from The University of Texas at Arlington. Her career with the City
spans more than 20 years, including over 10 years in public power. Ms. Hart served as Interim Chief Financial Officer for
two months before being appointed to the position of Chief Financial Officer in April 2012. Prior to her appointment as
Chief Financial Officer, she served as Senior Vice President of Finance and Corporate Services for Austin Energy, the
municipally-owned electric utility. During her tenure at the City (service not continuous), she has also served in other
financial capacities, including the City’s Chief Financial Officer in the late 1980s, Assistant Finance Director, City
Controller and Deputy City Auditor. Ms. Hart also has private sector auditing, accounting and consulting experience.

Interim Chief Financial Officer — Greg Canally

Mr. Greg Canally is currently the Interim Chief Financial Officer for the City of Austin. Prior to this appointment, Mr.
Canally served as the Deputy Chief Financial Officer over the Treasury Office, Purchasing Office & Capital Contract
Office, and worked as the Finance lead on economic development, transportation initiatives, facility master planning, and
a variety of information technology issues for the City. Mr. Canally has been with the City of Austin for 17 years, entirely
in the Finance Department. From 2004 thru 2008, he was the City’s Budget Officer. He is past member of Government
Finance Officers Association’s Committee on Economic Development and Capital Planning. Prior to his work in
municipal government, Mt. Canally worked as a project manager/economist for HDR Engineering, working with all levels
of government to implement Water Planning solutions in Texas. Mr. Canally holds a Bachelor of Science in Economics
from Villanova University and a Master of Science in Economics from the University of Texas at Austin.

Services Provided by the City

The City’s major activities include police and fire protection, emergency medical services, parks and libraries, public health
and social services, planning and zoning, general administrative services, solid waste disposal, and maintenance of bridges,
streets and storm drains. The City owns and operates several major enterprises including Austin Energy, Austin Water,
an airport and two public event facilities.

Employees

Municipal employees are prohibited from engaging in strikes and collective bargaining under State law. An exception
allows fire and police employees to engage in collective bargaining (but not the right to strike) after a favorable vote of the
electorate. The voters have approved collective bargaining for fire fighters but not for police officers. Approximately
15% of the City’s employees are members of the American Federation of State, County and Municipal Employees, 8% are
members of the American Police Association and 7% are members of the International Association of Fire Fighters.
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The City does not have automatic escalators in payroll or in its retirement systems. The retirement systems may grant
cost-of-living increases up to 6% for the municipal employees and 6% for police officers and a percentage based on the
amount of increase in the Consumer Price Index for the firemen only if recommended by the independent actuary and
approved by the retirement boards.

Annexation Program

The City annexes territory on a regular basis. Chapter 43 of the Texas Local Government Code regulates annexation of
property by Texas municipalities. Before annexing territory, the City must develop a service plan describing the municipal
services police and fire protection, sanitation, provision and maintenance of public facilities such as water and wastewater
facilities, roads, streets, and parks, to be provided to the annexed area. Generally, those services may not be at a lower
level of service than provided in other areas of the City with similar characteristics. The City is not obligated to provide a
uniform level of service to all areas of the City where differing characteristics of population, topography, and land use
provide a sufficient basis for different service levels.

Under current State law, there are two processes for the annexation of territory into a city. The three-year Municipal
Annexation Plan (“MAP”) process applies generally to annexation of populated areas, generally being those areas that
include 100 or more properties with a house on each lot. Unpopulated areas, areas that are annexed by consent, and areas
that meet certain other criteria follow the “exempt area process”. The processes involve staff review, development of a
service plan (or regulatory plan for a limited purpose annexation), property owner notification, publication of a newspaper
notice, two public hearings, and ordinance approval. The MAP process also includes an inventory of existing services and
a period during which residents appointed by the county commissioners negotiate with City staff on the service plan.

If the annexation service plan for an annexation area includes a schedule for the provision of full municipal services, the
City has two and one-half years from the date of the annexation to substantially complete the capital improvements
necessaty to provide services to the area. However, if necessaty, the City may propose a longer schedule. A wide range
of services — police and fire protection, sanitation, and maintenance of public facilities such as water and wastewater
facilities, roads, streets, and parks — must be provided immediately following annexation. Failure to provide municipal
services in accordance with the service plan may provide grounds for a petition and court action for compliance with the
service plan or for disannexation of the area, and may also result in a refund of taxes and fees collected for services not
provided. The City may not reannex for ten years any area that was disannexed for failure to provide services; however,
the City has never been forced to disannex due to such failure.

Some of the areas which may be considered for annexation will include developed areas for which water, sewer, and
drainage services are being provided by utility districts created for such purposes. Existing utility districts, as well as new
districts that may be created from time to time, may issue bonds for their own improvements. Such bonds are generally
payable from the receipts of ad valorem taxes imposed by the district and, in some cases, are further payable from any net
revenues derived from the operation of its water and sanitary sewer systems. State law generally requires that if a city is
annexing a district, the district must be annexed in its entirety. Upon annexation by a city, a district is dissolved and the
city assumes the district’s outstanding bonds and other obligations and levies and collects ad valorem taxes on taxable
property within the corporate limits of the city ad valorem taxes sufficient to pay the principal of and interest on such
assumed bonds.

The City also assumes liabilities when it annexes land in an Emergency Services District (“ESD”) and that land is
disannexed from the ESD. This liability, however, is limited to assumption of a pro-rata share of debt and assumption of
those facilities directly used to provide service to the area.

The City Charter and the State’s annexation laws provide the City with the ability to undertake two types of annexation.
“Full purpose” annexation discussed above, annexes territory into the City for all purposes, including the assessment and
collection of ad valorem taxes on taxable property. The second type of annexation is known as “limited purpose”
annexation by which territory may be annexed for the limited purposes of “Planning and Zoning” and “Health and Safety.”
Territory so annexed is subject to ordinances achieving these putrposes: chiefly, the City’s zoning ordinance, building code,
and related ordinances regulating land development. Taxes may not be imposed on property annexed for limited purposes;
municipal services are not provided; and residents of the area are restricted to voting only in City elections for City Council
and Charter amendments. The City believes that limited purpose annexation is a valuable growth management tool. Since
1999 the City has annexed over 23,000 acres of territory for limited purposes. Strategic Annexation Programs are
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developed annually. These programs prioritize areas to be considered for annexation, usually at the end of the calendar
year, to minimize the fiscal impact to the City.

The following table sets forth (in acres) the annual results of the City’s annexations since 2008.
Annexations — TABLE TWELVE

The following table sets forth (in acres) the annual results of the City’s annexations since 2008.

Calendar Year Full Purpose Acres (1) Limited Purpose Acres
2008 2,262 14
2009 295 984
2010 1,129 2,495
2011 726 0
2012 3,387 3,818
2013 3,484 594
2014 897 136
2015 1,911 3
2016 311 0
2017 0 0

(1) Includes acres converted from limited purpose to full purpose status.
Recent Annexation

The City’s 2016 annexation program included the full purpose annexation of five areas containing approximately 311 acres.
With the exception of a small amount of office/warehouse/commercial uses, these areas were largely undeveloped at the
time of annexation. Approved development plans include an additional 651 single-family homes and 97 multi-family units.
The taxable assessed value (“TAV”) for these areas at the time of annexation was approximately $19.3 million.

In 2015 the City annexed eleven areas for full purposes and one area for limited purposes. These areas included an
estimated total population of approximately 3,912 persons, mainly within the Lost Creek subdivision. Approved
development plans for the remaining areas include an additional 1,944 single-family homes. The taxable assessed value
for these areas at the time of annexation was approximately $25.4 million.

The City annexed seven areas for full purposes in 2014, including approximately 900 acres of undeveloped land. If
developed as anticipated, these areas would include an estimated 1,498 dwelling units and a projected population of 3,747
persons at build-out. The TAV for these areas as of January 1, 2017 was approximately $12.6 million.

In 2013, the Wildhorse Ranch and the remainder of the Goodnight Ranch proposed developments were converted from
limited to full purpose annexation status. In addition, the City annexed one commercial area and several undeveloped
areas for full purposes for a total of 3,484 acres for the year. The TAV for these areas was approximately $17 million at
the time of annexation. City Council also approved the creation and limited purpose annexation of a new Public
Improvement District (“PID”), Estancia, which is located on the southern edge of the City along Interstate Highway 35
South. Future full purpose annexation of this area will occur in accordance with the terms of the development agreement.

The City annexed 3,818 acres for limited purposes in 2012 in accordance with Strategic Partnership Agreements (“SPAs”)
with nine new Municipal Utility Districts (“MUDs”). Full purpose annexation will be deferred to allow the MUDs to issue
debt for major infrastructure improvements and public amenities to serve two large new mixed-use developments in
eastern Travis County. In addition, the City annexed 3,387 acres for full purposes including two fully developed areas
with mixed commercial, industrial, and residential land uses; four vacant tracts with development plans approved or in
process; the Circuit of the Americas racetrack site; and two other associated undeveloped or publicly owned sites. The
total TAV for these areas was approximately $119,000,000.

In 2011, the remaining portion of Ribelin Ranch consisting of undeveloped wildlife habitat preserve land was converted
from limited to full purpose annexation status. In addition, the City annexed a commercial and industrial area as well as a
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partially developed single-family residential subdivision for full purposes. The TAV for these areas was approximately
$20,510,145.

The 2010 annual program included full purpose annexation of several developed residential and commercial areas, planned
residential areas, and public right-of-way. Together the City’s full and limited purpose annexations included approximately
8,500 residents and 3,624 acres. In accordance with the terms of the amended SPA between the City and the Springwoods
MUD, this area was annexed for limited and later full purposes. In addition, the City annexed the adjacent Springwoods
MARP area. City Council also approved the creation and limited purpose annexation of two new PIDs, Whisper Valley and
Indian Hills. Future full purpose annexation of these areas will occur in accordance with the terms of the development
agreement.

In accordance with the terms of a SPA between the City and the River Place MUD, all of the territory in the River Place
MUD not previously annexed by the City was annexed for limited purposes of planning and zoning in 2009. In addition,
the 2009 annual program included full purpose annexation of three small developed residential areas, a commercial and
industrial area, and city owned property. Austin surpassed 300 square miles in incorporated area in 2010 and the City’s
estimated population grew to 778,560 people.

In 2008, Austin annexed the largest population since 1997, approximately 13,400 people. The largest of the 2008
annexations was Anderson Mill MUD, which is more than 1,000 actes in size. This annexation resulted from a 1998 SPA
between the City and the district. Other populated areas annexed for full purposes in 2008 include North Acres and
Anderson Mill Estates, most of which were already in the City’s limited purpose jurisdiction due to 1984 annexations. The
City also annexed commercial properties and several new subdivisions under development. The TAV annexed in 2008
was over $1.1 billion.

2007 saw the conversion of Watersedge, Ribelin Ranch, and approximately one-half of Goodnight Ranch from limited
purposes to full purposes. The remaining portion of Ribelin Ranch, consisting of undeveloped wildlife habitat presetve
land, was converted from limited to full purpose annexation status in 2011. In addition, the City annexed a commercial
and industrial area as well as a partially developed single-family residential subdivision for full purposes. The total TAV
for these areas was approximately $20,510,145. In addition, the final remaining portions of Avery Ranch, annexed for
limited purposes in 2000, were converted to full purposes. Several planned residential subdivisions in the extraterritorial
jurisdiction were annexed. In total, 2,466 full purpose acres and $22 million in TAV were annexed in 2007.

Future Annexation

Two area MUDs are scheduled for annexation under approved SPAs with the City. Itis anticipated that River Place MUD
will be annexed for full purposes in its entirety in December 2017. Shady Hollow MUD is scheduled for full purpose
annexation in December 2020.

Pension Plans

The City has three contributory defined benefit retirement plans for the Municipal, Fire, and Police employees. These
plans are single employer funded plans each with a fiscal year end of December 31. The three retirement plans cover
substantially all full-time employees. State law requires the City to make contributions to the plans in an amount at least
equal to the contribution of the employee group. The contributions made by the City to the City of Austin Employees
Retirement System (“COAERS”) include amounts allocable to the City employees within Austin Water. The contributions
allocable to such employees are paid from Gross Revenues and constitute Operating Expenses of the Water and
Wastewater System.

The following describes the contributions in place as of October 1, 2016. Municipal employees contribute 8.0% and the
City contributes 18.0% of payroll. The Firefighters (who are not members of the Social Security System) contribute 18.7%
of payroll, and the City contributes 22.05%. The Police Officers contribute 13.0% and the City contributes 21.313% of
payroll.

Governmental Accounting Standards Board (“GASB”) statement 68, as amended, requires governments offering defined
benefit pension plans to recognize as an expense and a liability today, future pension obligations for existing employees
and retirees which are in excess of pension plan assets. In addition it allows deferral of certain pension expense items,
expands financial statement note disclosures, and changes disclosure of required supplementary information.
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The City’s net pension liability was measured as of December 31, 2015 for all three systems. The total pension liability
used to calculate the net pension liability was determined by an actuarial valuation as of that date for the COAERS plan.
For the Fire and Police systems, the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of December 31, 2014 using the final 2015 assumptions and then was rolled forward to the plan’s
year ending December 31, 2015.

The COAERS, as of December 31, 2015, had a net pension liability of $1.2 billion with a plan fiduciary net position as a
percentage of the total pension liability of 63.2%. The Police Officers plan, as of December 31, 2015, had a net pension
liability of $384.7 million with a plan fiduciary net position as a percentage of the total pension liability of 62.6%. The Fire
Fighters plan, as of December 31, 2015 had a net pension liability of $128.4 million with a plan fiduciary net position as a
percentage of the total pension liability of 86.0%.

The financial statements for each plan are accessible on their respective websites. See APPENDIX B — “AUDITED
FINANCIAL STATEMENTS — Note 7” in this document for additional information on the City’s Pension Plans. Also,
see Note 7 of the City’s Comprehensive Annual Financial Report (“CAFR”) for their web addresses.

The contributions to the pension funds are designed to fund current service costs and to amortize the unfunded actuarial
accrued liability. As of December 31, 2015, the amortization period of the unfunded actuarial accrued liability for the
COAERS was 33.0 years, for the Police Officers’ Fund was 31.3 years and the Firefighters’ Fund was 12.29 years.

As of December 31, 2015, the actuarial accrued liability for the COAERS was $3,391,796,116 and the funded ratio was
68.0%. The actuarial accrued liability for the Police Officers’ Fund was $1,036,118,138 and the funded ratio was 66.6%.
The actuarial accrued liability for the Firefighters’ Fund was $921,875,579 and the funded ratio was 89.9%.

Although the COAERS funding period had been infinite since December 31, 2002, investment losses in 2008 of 25.9%
led to a significant decrease in the actuarial funded ratio and a significant increase to the unfunded actuarial accrued liability.
In 2005, a Supplemental Funding Plan (“SFP”) was approved that increased the City’s annual contribution rate to a
maximum of 12%, but even this additional funding was not sufficient to restore the long-term financial health of the
COAERS. In FY 2011, City Council approved an amendment to the SFP that increased the City contribution rate to a
maximum rate of 18% of pay to be contributed by 2013. The City contributed an additional 6% in FY 2011, an additional
8% in FY 2012 and an additional 10% in FY 2013 pursuant to the terms of the SFP, which brought the City’s contribution
rate to the maximum of 18%. In addition, a new benefit tier for new employees hired on or after January 1, 2012, was
approved by the COAERS Board of Trustees, the City Council and the Texas Legislature. The new benefit tier increases
the age and service criteria necessary to reach retirement eligibility. It also decreases the pension multiplier, which is used
to determine the final pension amount paid to future retirees. These two actions are expected to substantially improve the
long-term financial health of the COAERS over time.

On June 21, 2017, the COAERS Board of Trustees received a GASB Statement No. 68 report of the COAERS for the
plan’s fiscal year ended December 31, 2016. The report stated that as of December 31, 2016, COAERS had a net pension
liability of $1.292 billion with a plan fiduciary net position as a percentage of the total pension liability of 64.03%.
Additionally, the actuatial accrued liability for the COAERS was $3,591,376,306 and the funded ratio was 67.5%.

On July 26, 2017, the Police Officers’ Fund Board received an actuarial valuation report of the Police Officers’ Fund for
the plan’s fiscal year ended December 31, 2016. The report stated that as of December 31, 2016, the Police Officers’ Fund
had a net pension liability of $420.2 million with a plan fiduciary net position as a percentage of the total pension liability
of 62.02%. Additionally, the actuarial accrued liability for the Police Officers’ Fund was $1,106,505,413 and the funded
ratio was 66.2%.

On July 25, 2017, the Firefighters’ Fund Board received an actuarial valuation report of the Firefighters” Fund for the
plan’s fiscal year ended December 31, 2016. The report stated that as of December 31, 2016, the Firefighter’s Fund had a
net pension liability of $148.1 million with a plan fiduciary net position as a percentage of the total pension liability of
84.85%. Additionally, the actuarial accrued liability for the Firefighters’ Fund was $981,771,267 and the funded ratio was
88.3%.

See APPENDIX B — “AUDITED FINANCIAL STATEMENTS — Note 7” in this document for additional information
on the City’s Pension Plans.
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Other Post-Employment Benefits (“OPEB”)

In addition to the contributions made to the three pension systems, the City provides certain other post-employment
benefits to its retirees. Other post-employment benefits include access to medical, dental, and vision insurance for the
retiree and the retiree’s family and $1,000 of life insurance on the retiree only. All retitees who ate eligible to receive
pension benefits under any of the City’s three pension systems are eligible for other post-employment benefits. Retirees
may also enroll eligible dependents under the medical, dental, and vision plan(s) in which they participate. The City’s other
post-employment benefits plan is a single employer plan.

The City is under no obligation to pay any portion of the cost of other post-employment benefits for retirees or their
dependents. Allocation of City funds to pay other post-employment benefits is determined on an annual basis by the City
Council as part of the budget approval process on a pay-as-you-go basis. Payments with respect to retirees of Austin
Water are paid from Gross Revenues and constitute Operating Expenses of the Water and Wastewater System.

The City recognizes the cost of providing these benefits to active employees as an expense and corresponding revenue in
the Employee Benefits Fund; no separate plan report is available. The City pays actual claims for medical and 100% of the
retiree’s life insurance premium. Group dental and vision coverage is available to retirees and their eligible dependents.
The retiree pays the full cost of the dental and vision premium. The estimated pay-as-you-go cost of providing medical
and life benefits was $39.3 million for 4,644 retirees in 2016 and $39.5 million for 4,431 retirees in 2015. As of September
30, 2016, the net OPEB obligation is $863.6 million.

See APPENDIX B — “AUDITED FINANCIAL STATEMENTS — Note 8” in this document for additional information
on the City’s OPEB.

Insurance

The Liability Reserve Fund is the insurance fund of the City for settled claims, expenses, and reserves relating to third
patty liability claims for injury and property damage, including professional liability. The Liability Reserve Fund is used to
pay for actual claims incurred and related expenses for settling these claims, for budgeted administrative costs for the
fund’s operations, and to estimate incurred, but not reported claims. The Liability Reserve Fund had accrued liabilities of
approximately $9.36 million for claims and damages at the end of fiscal year 2016. Employee injuries are covered by the
Workers” Compensation Fund, and health claims are protected by the Employee Benefits Fund.

ENTERPRISE FUNDS
Statement of Revenues, Expenses and Changes in Fund Net Position

The Enterprise Funds account for the activities of the City that render services on a user charge basis to the general public.
Set forth on pages B-32 and B-33 of APPENDIX B in this document is a summary of the revenues, expenses, transfers
and net position of the City’s enterprise funds for the year ended September 30, 2016.

THE SYSTEMS

The City owns and operates an Electric Utility System (also referred to in this document as “Austin Energy”) and a Water
and Wastewater System (also referred to in this document as the “Water and Wastewater Utility” or “Austin Water”) which
provide the City, adjoining areas of Travis County and certain adjacent areas of Williamson County with electric, water
and wastewater services. The City owns all the facilities of the Water and Wastewater System. The City jointly participates
with other electric utilities in the ownership of coal-fired electric generation facilities and a nuclear powered electric
generation facility. Additionally, the City individually owns gas/oil-fired electric generation facilities, which are available
to meet Electric Utility System demand. For fiscal year 2016-17, the Electric Utility System had approximately 1,672 full-
time regular employees and the Water and Wastewater System had approximately 1,170 full-time regular employees.
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STRATEGIC PLANS, GOALS AND POLICIES
Strategic Plan

In December 2003, the City Council approved a strategic plan for Austin Energy. The plan identified three strategies to
position Austin Energy for continued success. Austin Energy operates under the approved 2003 strategic plan but new
initiatives are underway, including the Technology Roadmap Project, the Facilities Master Plan, and the New Generation
Plan. FElements of the Strategic Plan were updated for Fiscal Years 2017-2021 and did not include revisions to the
generation plan. See “STRATEGIC PLANS, GOALS AND POLICIES — Austin Energy Resource, Generation, and
Climate Protection Plan to 2025: An Update of the 2020 Plan” in this document.

First, an overarching Risk Management Strategy guides Austin Energy to manage its exposure when considering future
courses of action. This approach allows Austin Energy to prepare for future options without prematurely investing and
allows time for more information to become known before major commitments are made.

Second, a strategy to provide Excellent Customer Service positions Austin Energy to meet evolving customer expectations
in a rapidly changing energy industry. Under this strategy, Austin Energy intends to build employee and customer
satisfaction so that it is positioned for competition or regulation in the future.

Third, an Energy Resource strategy directs Austin Energy to seek cost-effective renewable energy and conservation
solutions to meet customers’ new energy needs before resorting to traditional fossil fuel sources. In keeping with the risk
management approach, Austin Energy has developed the Resource, Generation and Climate Protection Plan to 2025
discussed further in the next section.

Austin Energy is currently working to update the 2014 Resource Plan which is expected to be presented for council
consideration at an August 2017 meeting.

Austin Energy Resource, Generation, and Climate Protection Plan to 2025: An Update of the 2020 Plan

In 2007, the City Council adopted the Austin Climate Protection Plan (“ACPP”) to build a more sustainable community.
Austin Energy developed a Resource, Generation and Climate Protection Plan to 2020 (the “RGCP Plan”) to meet these
objectives, which was approved by the City Council in 2010 and further refined in 2011 by the City Council by adding
affordability metrics. Austin Energy will review the RGCP Plan annually and issue a report on performance against goals.
Austin Energy will reassess the RGCP Plan in a public forum every two years, the latest of which took place in 2014.

In April 2014, the City Council (1) passed Resolution No. 20140410-024 (“2014 ACPP”) that recognized the need to
further accelerate the reduction of greenhouse gas emissions beyond the initial ACPP standards and set a goal of reaching
net zero community-wide greenhouse gas emissions by 2050, preferring to achieve this goal sooner if feasible, and (2)
appointed the 2014 Austin Generation Resource Planning Task Force to make recommendations on the utility's generation
mix to 2025 and to further move the energy sector of the City toward achieving the emissions standards set forth in the
2014 ACPP. On July 9, 2014, the Task Force approved recommendations for updating the RGCP Plan. In August 2014,
the City Council approved Resolution No. 20140828-157 and Resolution No. 20140828-158, which placed several Task
Force recommendations into policy, subject to affordability metrics. Subsequently, based upon the same modeling used
for resource planning analysis, Austin Energy performed an affordability analysis of implementing Resolution No.
20140828-157. This analysis indicated that Austin Energy would likely exceed the City Council’s affordability metrics and
could cost utility customers $550 million above a business-as-usual case over the next 10 years.

On October 9, 2014, Austin Energy presented the results of its resource planning update, as scheduled, recommending
the 500+ Plan, which included many of the Task Force recommendations, expanded renewable generation and replaced
the Decker Creck Power Station’s steam units with a highly efficient combined cycle gas turbine unit by 2018. The 500+
Plan showed that local generation is critical to maintaining affordability by providing revenues back to Austin Energy and
by moderating local electric market prices.

The 2014 Resource Plan Update, resulting in the Resource, Generation and Climate Protection Plan to 2025 (the “2014
Plan”) represents recommendations for a resource plan that makes further refinements to the 500+ Plan and brings
together generation and energy demand management options over the planning horizon to the year 2025. Developing the
2014 Plan involved extensive analysis by Austin Energy of the expected costs, risks and opportunities to meet the future
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demand for electricity services by a highly skilled and experienced staff with the help of a calibrated and tested production
cost model. The 2014 Plan outlined in this document is based on the current understanding of technology and of national,
state and local energy policies.

The recommendations are designed to be flexible and dynamic. As the circumstances change, the City and Austin Energy
will maintain flexibility to modify elements to respond to a range of factors, including economic conditions, customer
load, fuel prices and power supply availability, infrastructure build-out, technological development, law and regulations,
policy direction, rate structures and customer needs. Therefore, it is anticipated that the 2014 Plan will need to be adapted
and modified from time to time to manage risk, maintain system and service reliability, achieve policy goals and meet
customer demand for excellence in all aspects of service. As each significant implementation step is undertaken, Austin
Energy’s recommendations to the City Council shall be supported by assessment of impacts on all customers and by
charting the progress each step will make toward achieving the goals outlined in the 2014 Plan. Every major resource
decision will be taken before the City Council for review and authorization.

2014 Plan Summary

Austin Energy has adopted the following changes and additions to its current resource planning goals, with a target of
meeting these goals by 2025:

—  Maintain the current goal of 800 MW of energy efficiency and Demand Response by 2020, and add an
incremental 100 MW of Demand Response to achieve a total of at least 900 MW of Demand Side Management
(DSM) by 2025.

— Increase the renewable energy goal from 35% to 55%.

— Increase the solar component of the renewable energy goal by 600 MW.

—  Establish a CO2 reduction goal of 20% below 2005 level in 2020 and beyond with retirement of Austin Energy’s
share of FPP by 2023 through creation of a cash reserve fund.

—  Develop an implementation plan for distribution connected local storage of at least 10 MW complemented by as
much as 20 MW of thermal storage.

The 2014 Plan also recommends the following, contingent upon further study, technological development, progress
towards goals and rate adjustments or restructuring:

— Anadditional 100 MW of Demand Response or energy efficiency to increase the DSM achieved to 1000 MW by
2025.

—  Issuing a Request For Information (“RFI”) for 170 MW of large scale storage such as Compressed Air Energy
Storage.

Specific resource investments will be evaluated continually by Austin Energy, reinforcing that the goals are adaptable to
changing legal/regulatory, market, and economic conditions. As explained further in the 2014 Plan, however, each
individual investment will be considered by the City Council and subject to public review.

Nuclear. The 2014 Plan recognizes current ownership levels in the STP and assumes the plant continues to provide power
through 2025 at Austin Energy’s current ownership level.

Coal. 'The 2014 Plan continues to establish a ramp down in production in 2020 to achieve established carbon goals, and
anticipates the retitement process in 2022, if funds are available. The 2014 Plan will require the establishment of a cash
reserve retirement account in advance of the retirement to be funded with available cash as part of the annual budgeting
process.

Natural Gas. 'The 2014 Plan would add 500 MW of additional gas units by the beginning of 2019 at the Sand Hill Energy
Center or Decker. Austin Energy selected Navigant to analyze the ERCOT nodal market using a production cost model
to perform an independent review of the 500 MW investment to fully report benefits and risks of this strategy. Navigant
recommended that Austin Energy build the gas plant in the Austin Energy Load Zone. Navigant also recognized that the
results between the different portfolios are very close and so it is important to fully consider the range of risks to Austin
Energy’s finances that can be mitigated by the gas plant.
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Biomass. A total of 100 MW of biomass-fueled generation is contracted under a purchase power agreement. The City
Council approved a 20-year contract through which Austin Energy may purchase the annual output of a 100 MW wood
chip-fueled biomass plant located in Nacogdoches County, Texas. The plant, built by Nacogdoches Power LLC (a
Southern Company subsidiary), commenced commercial operation in June 2012. See “CUSTOMER STATISTICS —
Power and Energy Purchase Contracts” in this document.

Wind. 'The 2014 Plan calls for the majority of the Austin Energy renewables goal to be met through wind-generated
power. As of May 1, 2017, wind generation totals 1,253.8 MW of capacity. Under the 2025 Plan, Austin Energy will
pursue additional wind energy PPAs and ownership opportunities. Austin Energy expects to contract a minimum of 450
MW of additional coastal and western wind resources to reach at least 55 percent renewable energy goal by 2025 totaling
the wind capacity by 2025 to 1,503 MW. See “CUSTOMER STATISTICS - Power and Energy Purchase Contracts” in
this document.

Solar.  Under the 2014 Plan, installed solar capacity would increase to at least 950 MW by 2025, including 200 MW of
local solar. To ensure affordability, the 2014 Plan recommends implementing a phase down of the residential and
commercial incentive programs to achieve the first 110 MW of the local solar goal by 2020, including at least 70 MW of
customer-sited solar. Current projected cost declines of solar, technology improvements and financing alternatives and
the implementation of supportive solar policies shall be utilized to enable the City to reach the 200 MW goal—including
at least 100 MW of customer-sited local solar—by 2025 absent further incentives.

In February 2009, the City Council approved a 25-year contract under which Austin Energy purchases the annual output
of a 30 MW solar farm built near Webberville on property owned by Austin Energy, which went into operation in 2012.
In addition, the 2014 Plan assumes full build-out of the announced 157.5 MW of solar power currently contracted with
Roserock Solar which achieved commercial operation in November 2016.

In accordance with the 2014 Plan, Austin Energy issued an RFP in May 2015 for up to 600 MW of utility-scale solar and
contracted approximately 439 MW of utility scale solar that are expected to be online by 2018. Out of which, 118 MW of
east Pecos (Bootleg Solar) is in commercial operation. The City Council also directed Austin Energy to continue to explore
the procurement of the remaining MW that makes up 600 MW either through PPA or ownership with a start date of 2019.
These additions will bring a combined total of 750 MW of utility-scale solar.

Storage. 'The 2014 Plan contemplates Austin Energy will obtain at least 30 MW of local thermal and electrical storage by
2025.

Austin Energy is currently working to update the RGCP Plan consistent with the City Council’s direction to reassess the
RGCP Plan in a public forum every two years.

Financial Policies

The goals of Austin Energy’s financial policies are to maintain financial integrity while allowing for flexibility. Some of
the more significant financial policies reviewed and approved annually by the City Council during the budget process are:

—  Current revenue, which does not include the beginning balance, will be sufficient to support current expenditures
(defined as “structural balance”). However, if projected revenue in future years is not sufficient to support projected
requirements, the ending balance may be budgeted to achieve structural balance.

—  Net Revenues generated by Austin Energy shall be used for General Fund transfers, capital investment, repair and
replacement, debt management, competitive strategies, and other Austin Energy requirements. Once these obligations
have been met, any remaining net revenues will be deposited into Austin Energy’s reserve funds in the following order
until each reserve reaches its minimum funding level: Working Capital, Contingency Reserve, Power Supply
Stabilization Reserve, and then Capital Reserve. The sum of the four reserves shall be the cash equivalent of no less
than 150 days of operating and maintenance expense.
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Austin Energy shall maintain operating cash equivalent (also known as Working Capital) of 60 days of budgeted
operations and maintenance expense, less power supply costs, plus the amount of additional monies required to bring
the sum of all Austin Energy’s reserves to no less than 150 days of operating and maintenance expense. As of
September 30, 2016, Austin Energy’s operating cash balance was $352 million and Days Cash on Hand (DCOH) was
197 days.

Austin Energy shall maintain a minimum quick ratio of 1.50 (current assets less inventory divided by current liabilities).
The source of this information shall be the Comprehensive Annual Financial Report.

Austin Energy shall maintain either bond insurance policies or surety bonds issued by highly rated (“AAA”) bond
insurance companies or a funded debt service reserve or a combination of both for its existing revenue bond issues,
in accordance with the Combined Utility Systems Revenue Bond Covenant.

Debt Service coverage of a minimum of 2.0x shall be targeted for the Electric Utility Bonds. All short-term debt,
including commercial paper, and non-revenue obligations will be included at 1.0x coverage.

The Contingency Reserve shall be created and established for unanticipated or unforeseen events that reduce revenue
or increase obligations, such as costs related to a natural disaster, extended unplanned plant outages, insurance
deductibles, or unexpected costs created by Federal or State legislation. The Contingency Reserve may be used to
fund unanticipated power supply expenses only after the Power Supply Stabilization Reserve has been fully depleted.
The Contingency Reserve shall maintain an operating cash equivalent of 60 days of budgeted operations and
maintenance expense, less power supply costs. In the event any portion of the Contingency Reserve is used, the
balance will be replenished to the targeted funding level within two (2) fiscal years.

The Capital Reserve shall be created and established for providing extensions, additions, replacements and
improvements to the Electric Utility System. The Capital Reserve shall maintain a minimum cash equivalent of 50%
of the previous year's electric utility depreciation expense.

The Power Supply Stabilization Reserve shall be created and established for mitigating power supply cost volatility
which causes frequent variation in the Power Supply Adjustment. The Power Supply Stabilization Reserve shall
maintain a cash equivalent of 90 days of net power supply costs. Net power supply costs shall be defined as costs
eligible for inclusion in the Power Supply Adjustment. The Power Supply Stabilization Reserve shall be funded using
net revenues after meeting other obligations and consistent with the flow of funds schedule.

The General Fund Transfer shall not exceed 12% of Austin Energy’s three-year average operating revenues, calculated
using the current fiscal year estimate and the previous two fiscal years’ actual revenues less power supply costs and
on-site energy resource revenue from the City’s Comprehensive Annual Financial Report.

Electric rates shall be designed to generate sufficient revenue, after consideration of interest income and miscellaneous
revenue, to support (1) the full cost (direct and indirect) of operations including depreciation, (2) debt service, (3)
General Fund transfer, (4) equity funding of capital investments, (5) requisite deposits of all reserve accounts, (6)
sufficient annual debt service requirements of the Parity Electric Utility Obligations and other bond covenant
requirements, if applicable, and (7) any other current obligations. In addition, Austin Energy may recommend to
Council in the budget directing excess net revenues for General Fund transfers, capital investment, repair and
replacement, debt management, competitive strategies and other Austin Energy requirements such as working capital.
In addition to these requirements, electric rates shall be designed to generate sufficient revenue, after consideration
of interest income and miscellaneous revenue, to ensure a minimum debt service coverage of 2.0x on electric utility
revenue bonds. A rate adequacy review shall be completed every five years, at a minimum, through performing a cost
of service study.

A decommissioning trust shall be established external to the City to hold the proceeds for moneys collected for the
purpose of decommissioning the STP. An external investment manager may be hired to administer the trust
investments. As of September 30, 2016, trust market value was $212 million.
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— A Non-Nuclear Plant Decommissioning Fund shall be established to fund plant retirement. The amount set aside
will be based on a decommissioning study of the plant site. Funding will be set aside over a minimum of four years
prior to the expected plant closure.

CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY
Rate Regulation

The City Council has original jurisdiction over Austin Energy’s retail electric rates, while the Public Utilities Commission
of Texas (“PUCT”) sets Austin Energy’s recoverable Transmission Cost of Service. Certain residential ratepayers can
appeal retail rate changes to the PUCT under section 33.101 of PURA by filing a petition with the PUCT containing the
requisite number of valid signatures from residential ratepayers who take service outside the City limits. State courts have
held that the PUCT may apply the same ratemaking standards in such an appeal as are applied to utilities over which the
PUCT has original jurisdiction.

Section 35.004 of the Public Utilities Regulatory Act (“PURA”) requires the City to provide transmission service at
wholesale to another utility, a qualifying facility, an exempt wholesale generator, a power marketer, a power generation
company, or a retail electric provider. Section 35.004 of PURA requires the City to provide wholesale services at rates,
terms of access, and conditions that are not unreasonably preferential, prejudicial, discriminatory, predatory, or anti-
competitive.

An Independent System Operator (“ISO”) was established for the Electric Reliability Council of Texas (“ERCOT”) as a
part of the rules that were adopted by the PUCT to establish access to the wholesale electric market in the State and was
approved by the PUCT on August 21, 1996. The ISO received approval on May 5, 2000, of its certification under Senate
Bill 7, adopted by the State legislature and signed into law in 1999 (“SB7”). The ISO’s responsibilities as detailed in SB7
are to (1) ensure nondiscriminatory access to the ERCOT transmission system; (2) ensure the reliability and adequacy of
the ERCOT network; (3) ensure timely and accurate customer switching; and (4) ensure the accuracy of accounts among
wholesale buyers and sellers. Austin Energy is a member of ERCOT, and Austin Energy staff is active in the ERCOT
stakeholder process.

SB7 amended PURA to provide for retail deregulation of the electric utility industry in the State. SB7 opened retail
competition for Investor Owned Utilities beginning January 1, 2002. SB7 allowed local authorities to choose when to
bring retail competition to their Municipally Owned Utilities (“MOU?”), and left key municipal utility decisions (like local
rate setting and utility policies) in the hands of those who have a stake in the local community. Once a resolution to “opt
in” for retail competition is adopted by the MOU’s governing body, the decision is irrevocable. The City has not opted
in to competition. As a result, retail competition is not allowed inside Austin Energy’s service territory. Austin Energy
participates in the wholesale power market.

ERCOT Wholesale Market Design

The ERCOT wholesale market has been dispatched and settled on a nodal basis since December 1, 2010. The key
components of the nodal market include: establishment of a day-ahead energy market; resource-specific bid curves for
energy and ancillary services; congestion pricing incorporating direct assignment of all congestion rents to resources
causing the congestion; tradable congestion revenue rights (“CRRs”) made available through auctions; nodal energy prices
for resources; energy trading hubs; and zonal energy prices for load settlement. Austin Energy’s service territory is
identified as a load zone for settlement purposes.

Austin Energy’s Energy and Market Operations staff offers Austin Energy’s generation resources into the ERCOT
markets. All power to serve Austin Energy’s load is procured from the ERCOT market as well. Participation in the
centralized ERCOT wholesale market allows Austin Energy to procure the cheapest source of supply possible to service
its customers, whether that power is produced from Austin Energy’s own generation resources or procured from the
ERCOT market.

The PUCT has considered changes to the ERCOT wholesale matket to address some potential resource adequacy
challenges. While there is some debate over the existence ot severity of a resource adequacy issue, the PUCT has increased
the market offer caps and implemented an Operating Reserve Demand Curve to represent the value of operating reserves
in the real-time market relative to the probability of loss of load. The PUCT continues to solicit comments on further
wholesale market design changes, but there is little expectation any major decisions will be made in the near term.
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Federal Rate Regulation

Austin Energy is not subject to jurisdiction of the Federal Energy Regulatory Commission (“FERC”) under sections 205
and 206 of the Federal Power Act and is not subject to Federal statutes and regulation in the establishment of rates, the
issuance of securities or the operation, maintenance or expansion of Austin Energy. Nevertheless, Austin Energy submits
various reports to FERC and participates in ERCOT, a stakeholder organization established under State law that is similar
to the Regional Transmission Organizations envisioned in FERC Order No. 2000. ERCOT includes stakeholders from
all segments of the Texas electric market and is responsible for the management and oversight of the day-to-day operations
of the transmission network and wholesale market settlement. Under PURA, the PUCT has specific responsibilities to
oversee ERCOT operations and market participant compliance with ERCOT Protocols.

Pursuant to the Energy Policy Act of 2005, municipal entities are now subject to certain FERC authority on reliability. On
July 20, 2006, FERC certified the North American Electric Reliability Corporation (“NERC”) as the nation’s Electric
Reliability Organization responsible for developing and enforcing mandatory electric reliability standards under FERC’s
oversight. On April 19, 2007, FERC approved the Delegation Agreement between NERC and the Texas Reliability Entity,
Inc. (“TRE”), which governs the responsibilities of TRE as the Regional Entity responsible for overseeing the NERC
reliability standards in the ERCOT region. Austin Energy has established compliance programs in its Energy Markets;
transmission systems planning, operations and reliability; and Information Technology and Telecommunications units to
examine the requirements for compliance with the standards and to evaluate and implement any needed changes to systems
and procedures. This process is verified through external audits involving TRE.

Environmental Regulation - General

Austin Energy is subject to environmental regulation by Federal, State and local authorities and has processes in place for
assuring compliance with applicable environmental regulations. Austin Energy’s Environmental Services section consists
of a staff of educated and trained environmental compliance professionals who are responsible for establishing and
maintaining compliance programs throughout the utility. The Environmental Services section interprets existing Federal,
State and local regulations and monitors changes to regulations that affect Austin Energy. Austin Energy maintains an
Environmental Management Information System (EMIS) which delineates roles and responsibilities, and automatically
schedules environmental compliance tasks throughout the organization. The Environmental Services section staff and
facility personnel monitor conformance with the environmental requirements, report deficiencies to facility management,
and coordinate corrective actions where appropriate. The Environmental Services section is also responsible for
conducting environmental training for the organization.

Environmental Regulation Related to Air Emissions
Clean Power Plan

In October 2015, the United States Environmental Protection Agency (“USEPA”) finalized the Clean Power Plan (“CPP”)
requiring CO2 emissions reductions from the electricity section in most states, and directed each state to develop its own
plan to achieve those reductions. Twenty-seven states and numerous industry groups filed a combined 39 lawsuits from
a total of 157 petitioners asking the D.C. Circuit to review the rule. Briefings were completed in April 2016 and oral
arguments were conducted in September 2016. The Supreme Court stayed the CPP rule on February 9, 2016, pending
review in the D.C. Circuit Court. The D.C. Circuit has yet to issue a ruling; however, in June 2017, the USEPA began the
process of revising the rule. Austin Energy’s fleet is less carbon intense than the state-wide fleet as a whole because of
investments already made in zero-and-low-carbon generation sources. Austin Energy is well-positioned to comply with
this rule, if it goes into effect.

Mercury and Air Toxics Standards (MATS)
USEPA’s final MATS rule published in February 2012 set new emissions limits for mercury and other toxic air emissions
from coal and oil-fired electric utility boilers to be achieved by 2015. For Austin Energy, this rule applies to the Fayetteville

Power Plant (“FPP”) units 1 & 2. Numerous states and industry groups continue to legally challenge USEPA’s
determination that the rule is needed.
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Austin Energy and its operating partner at FPP have already made the necessary investment to comply with MATS and
will continue to comply until further direction is provided from the courts and USEPA.
Cross-State Air Pollution Rule and Clean Air Interstate Rule

Austin Energy’s large facilities have been complying with the Cross-State Air Pollution Rule (“CSAPR”) since 2015. On
September 7, 2016, USEPA finalized an update to the CSAPR rule. The final rule lowered Texas’ Phase II ozone season
budgets by approximately an additional 10%. Austin Energy has held and will continue to hold surplus allowances relative
to expected emissions for all CSAPR trading programs (annual and seasonal NOx and annual SO2) for the foreseeable
future.

Proposed revisions to the federal ozone National Ambient Air Quality Standard

In November 2014, the USEPA finalized a new lower national ambient air quality standard (“NAAQS”) for ground-level
ozone at 70 ppb. The Texas Commission on Environmental Quality (“TCEQ”) recommended to the USEPA that Travis
County, where Austin Energy is located, be designated in attainment of this new standard; therefore, there are no
foreseeable direct impacts to Austin Energy from this rule.

Regional Haze

In July 2016, the Fifth Circuit Court of Appeals issued a stay of the USEPA's federal regional haze plan for Texas, the
latest example of a federal court halting implementation of a major USEPA regulation (Texas v. EPA, 2016 BL 228327,
5th Cir., No. 16-60118, July 15, 2016). This stay halts the January 2016 promulgated rule that would have imposed a
regional haze federal implementation plan on Texas and Oklahoma.

The USEPA is reviewing the final July 2016 decision. In March 2016, the USEPA began a Best Available Retrofit
Technology (BART) case-by-case determination of select electric generating units (EGUs) in Texas to address regional
haze. Similar to all other EGU owners in Texas, Austin Energy could be impacted by this effort but is waiting on agency
action (USEPA/TCEQ).

Environmental Regulation Related to Water Discharges
Cooling Water Intake Structures

Section 316(b) of the Clean Water Act establishes requirements to minimize the impact of cooling water intake structures
on aquatic organisms. The USEPA promulgated revised standards in 2014 that require cooling water intake structures to
be designed to limit organism impingement and entrainment. All major power plants with once-through cooling will be
required to complete studies over the next four years assessing impacts to aquatic organisms and appropriate mitigation
measures, and plants with potential impacts could be required to upgrade intake structures to meet the new criteria. The
rule applies to Decker Creek Power Station and FPP. However, both facilities were built on reservoirs specifically made
for cooling, which the rule effectively exempts from some of the major requirements. Overall risk associated with this
rule is believed to be low at this time and would likely not be realized until several years from now.

Effluent Limit Guideline (“ELG”) Regulations

On November 3, 2015, the USEPA finalized technology-based wastewater effluent limitation guidelines and standards for
steam electric power generating units, primarily focused on discharges associated with coal generating facilities. The
standards provide for a phased-in approach and the use of technologies already installed at many power plants. As a result
of conversion to dry ash handling and onsite treatment of scrubber discharge at FPP. Austin Energy does not anticipate
any significant compliance requirements for this rule at this time.

Environmental Regulation Related to Hazardous Wastes and Remediation

In January 2015, the USEPA promulgated a rule that sets new requirements for the storage of Coal Combustion Residuals
(“CCRs”) and potentially reclassifies those CCRs as a hazardous waste when stored in a landfill. FPP, like all coal burning
plants, generates CCRs such as fly ash, bottom ash and gypsum. FPP cutrently recycles the majority of its CCR for
beneficial use, such as for road base or as cement substitutes, with the remaining fractions stored onsite in a landfill for
possible future use (recycle rates depend on market demand for the product). In 2011, Austin Energy and LCRA
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completed a project to permanently close a “wet” ash pond where ash slurry had previously been sent for dewatering
before recycle, and converted ash handling to a dry system. The final rule does not designate CCRs as hazardous and
largely minimizes any requirements on existing CCR storage units currently at FPP. Because the ash pond has been closed,
Austin Energy does not anticipate any significant future costs associated with this rule at this time.

Environmental - Other

Austin Energy began decommissioning the Holly Street Power Plant in 2011. This project includes the removal of the
main power plant and adjacent support structures and the cleanup of historical contamination and site closure approval
by the State. This project is expected to be completed by Fall 2017.

Nuclear Regulation

Nuclear generation facilities are subject to regulation by the Nuclear Regulatory Commission (“NRC”) and are required
to obtain liability insurance and a United States Government indemnity agreement in order for the NRC to issue operating
licenses. This primary insurance and the retrospective assessment discussed below are to insure against the maximum
liability under the Price-Anderson Act (described below) for any public claims arising from a nuclear incident which occurs
at any of the licensed nuclear reactors located in the United States.

The South Texas Project (“STP”) is protected by provisions of the Price-Anderson Act, a comprehensive statutory
arrangement providing limitations on nuclear liability and governmental indemnities even though the statutory protections
for many non-commercial reactors are different. The Price-Anderson Act expires on December 31, 2025. The limit of
liability under the Price-Anderson Act for licensees of nuclear power plants remains at $13.6 billion per unit per incident.
The maximum amount that each licensee may be assessed following a nuclear incident at any insured facility is $127.318
million per unit, subject to adjustment for inflation, for the number of operating nuclear units and for each licensed reactor,
payable at $18.96 million per year per reactor for each nuclear incident. The City and each of the other participants of
STP are subject to such assessments, which will be borne on the basis of their respective ownership interests in STP. For
purposes of the assessments, STP has two licensed reactors. The participants (including the City) have purchased the
maximum limits of nuclear liability insurance, as required by law, and have executed indemnification agreements with the
NRC, in accordance with the financial protection requirements of the Price-Anderson Act.

A Master Worker Nuclear Liability policy, with a maximum limit of $300 million for the nuclear industry as a whole,
provides protection from nuclear-related claims of workers employed in the nuclear industry after January 1, 1988 who do
not use the workers’ compensation system as sole remedy and bring suit against another party. The limit increased to $375
million effective January 1, 2010.

NRC regulations require licensees of nuclear power plants to obtain on-site property damage insurance in a minimum
amount of $1.06 billion. NRC regulations also require that the proceeds from this insurance be used first to ensure that
the licensed reactor is in a safe and stable condition so as to prevent any significant risk to the public health or safety, and
then to complete any decontamination operations that may be ordered by the NRC. Any funds remaining would then be
available for covering direct losses to property.

The owners of STP currently maintain $2.75 billion of nuclear property insurance, which is above the legally required
amount of $1.06 billion for such losses ($2.75 billion is the maximum amount available for purchase from Nuclear Electric
Insurance Limited (“NEIL”)). Nuclear property insurance consists of $1.5 billion in primary property damage insurance
and $1.25 billion of excess property damage insurance, both subject to a retrospective assessment being paid by all
members of NEIL. In the event that property losses as a result of an accident at any nuclear plant insured by NEIL exceed
the accumulated fund available to NEIL, a retrospective assessment could occur. The maximum aggregate assessment
under current policies for accidental outage insurance, primary and excess property damage insurance is $50.4 million
during any one policy year with insurance premiums being prorated per member share. This number changes annually
and is calculated as 10 times the current premium for each policy.

The NRC regulations set forth minimum amounts required to demonstrate reasonable financial assurance of funds for
decommissioning of nuclear reactors. Beginning in 1990, each holder of an operating license is required to submit to the
NRC a bi-annual report indicating how reasonable assurance would be provided. The City provides the required report
on its share of STP to the NRC which is based on the minimum amount for decommissioning, excluding waste disposal,
as required by the NRC regulations of $105 million per unit (January 1986 dollars). This minimum is required to be adjusted
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annually in accordance with the adjustment factor formula set forth in the regulations. The 2016 report provided by the
City based reasonable assurance on the minimum amount (January 1986 dollars) as adjusted by the adjustment factor
formula set forth in the regulations. The City established an external irrevocable trust for decommissioning with JPMorgan
Chase Bank, N.A, and as of October 2016, transferred the trust to Wilmington Trust, National Association. The City has
been collecting for its share of anticipated decommissioning activities, which may begin as early as 2027, through its rates
since Fiscal Year 1989. The decommissioning trust market value on September 30, 2016 was $211,692,399. For Fiscal
Year 2017, Austin Energy estimates that it will continue to collect approximately $5 million for decommissioning expense.
In 2007 dollars, the minimum amount for decommissioning the City’s share of STP is $221 million. See “INVESTMENTS
— Legal Investments” in this document.

Events Affecting the Nuclear Industry

On March 11, 2011, a region of Japan sustained significant loss of life and destruction because of a major earthquake and
resulting tsunami. Included in the damage areas were the Fukushima nuclear units, which lost power to components of
the backup and safety control systems and began emitting radiation into the surrounding environment. Following the
incident, the NRC began looking into the safety aspects of nuclear plant operations in the United States with the objective
of assuring that events such as those at the Fukushima plant do not occur in this country. On August 31, 2012, the NRC
issued Interim Staff Guidance (“ISG”) to U.S. nuclear power plants to ensure proper implementation of three orders the
agency issued in March, in response to lessons learned from the Fukushima Dai-ichi nuclear accident. The ISGs represent
acceptable approaches to meeting the orders’ requirements before their December 31, 2016 compliance deadline. The
ISGs are not mandatory, but U.S. nuclear power plants would have to seek NRC approval in order to follow a different
compliance approach. The NRC issued draft versions of the ISGs on May 31, 2012 and asked for public input. The final
ISGs, finalized on August 31, 2012, reflect information gained from the month-long comment period and subsequent
public meetings. As detailed below, all required actions by STP related to these orders have been completed and accepted
by the NRC.

The first NRC order requites all U.S. plants to better protect portable safety equipment put in place after the 9/11 tetrorist
attacks and to obtain sufficient equipment to support all reactors and spent fuel pools at a given site simultaneously. The
ISG for this order endorses the industry’s updated guidance for dealing with a scenatio that knocks out all of a plant’s
alternating current electric sources. The updated approach includes the use of backup power supplies for devices that
would burn off accident-generated hydrogen before it could accumulate to explosive levels. The staff concludes the
updated approach will successfully implement the first NRC order. The ISG is available in the Agencywide Document
Access and Management System (“ADAMS”) under accession number ML12229A174; the associated industry document
is available under accession number MIL12242A378. STP has completed engineering design and installation of equipment
and modifications to address these requirements, and has had the final closeout inspection by the NRC. The NRC has
accepted STP’s completion letter and no further action is required for this order.

The second NRC order applies only to U.S. boiling-water (“BWR”) reactors that have “Mark I” or “Mark II”” containment
designs. Mark I reactors must improve installed venting systems that help prevent core damage in the event of an accident;
Mark II reactors must install these venting systems. The ISG for this order provides more detailed technical information
on the vents, as well as how vent designs and operating procedures should avoid, where possible, relying on plant personnel
taking actions under hazardous conditions. The second ISG is available in ADAMS under accession number
MIL12229A475. Since the STP units are Pressurized Water Reactor’s and not BWR’s, no changes are required.

The third NRC order requires all plants to install enhanced equipment for monitoring water levels in each plant’s spent
fuel pool. The ISG for this order largely endorses an industry document that the staff concludes will successfully
implement the order. The ISG defines in more detail the water levels the new equipment must accurately report, as well
as standards for equipment mounting, powering and testing, personnel training and other criteria. The final ISG notes
several areas, including instrument qualifications and instrument protection from falling debris, where the industry revised
its initial approach. An exception in the staff’s endorsement sets specific seismic criteria to ensure the instruments will
survive an earthquake. This ISG is available in ADAMS under accession number MLL12221A399; the associated industry
document is available under accession number MI.12240A304. STP has completed engineering design and installation of
equipment and modifications to address these requirements and has had the final closeout inspection by the NRC. The
NRC has accepted STP’s completion letter and no further action is required for this order.
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CONTINUING DISCLOSURE OF INFORMATION

In each Ordinance, the City has made the following agreement for the benefit of the Holders and beneficial owners of the
Obligations. The City is required to observe the agreement for so long as it remains obligated to advance funds to pay the
Obligations. Under the agreement, the City will be obligated to provide certain updated financial information and operating
data annually, and timely notice of certain specified events, to the Municipal Securities Rulemaking Board (the “MSRB”).

Annual Reports

The City will provide certain updated financial information and operating data to the MSRB annually. The information to
be updated includes all quantitative financial information and operating data with respect to the City of the general type
included in the main text of the Official Statement within the tables numbered one through twelve and in APPENDIX B.
The updated information will include audited financial statements, if the City commissions an audit and it is completed by
the required time. Any such financial statements will be prepared in accordance with the accounting principles described
in APPENDIX B or such other accounting principles as the City may be required to employ from time to time pursuant
to State law or regulation. The City will update and provide this financial information and operating data as of the end of
each fiscal year within six months after the end of each fiscal year, beginning with the fiscal year ending in 2017 and audited
financial statements within 12 months of each fiscal year beginning with the fiscal year ending in 2017. If audited financial
statements are not available within 12 months after any such fiscal year end, the City will provide unaudited financial
statements within such 12 month period and audited financial statements for such fiscal year when and if the audit report
on such statements becomes available. The City will provide the updated information to the MSRB through its Electronic
Municipal Market Access (“EMMA”) information system.

The City may provide updated information in full text or may incorporate by reference certain other publicly available
documents, as permitted by Rule 15¢2-12 (the “Rule”), promulgated by the United States Securities and Exchange
Commission (the “SEC”).

The City’s current fiscal year is October 1 to September 30. Accordingly, it must provide updated financial information
and operating data by March 31 of each year and audited financial statements for the preceding fiscal year (or unaudited
financial statements if the audited financial statements are not yet available as described above) by September 30 in each
year, unless the City changes its fiscal year. If the City changes its fiscal year, it will notify the MSRB of the change.

Disclosure Event Notices

The City shall notify the MSRB, in a timely manner not in excess of 10 Business Days after the occurrence of the event,
of any of the following events with respect to the Obligations: (1) principal and interest payment delinquencies; (2) non-
payment related defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial difficulties; (4)
unscheduled draws on credit enhancements reflecting financial difficulties; (5) substitution of credit or liquidity providers,
or their failure to perform; (6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations
with respect to the tax status of the Obligations, or other material events affecting the tax status of the Obligations; (7)
modifications to rights of holders of the Obligations, if material; (8) Obligation calls, if material, and tender offers; (9)
defeasances; (10) release, substitution, or sale of property securing repayment of the Obligations, if material; (11) rating
changes; (12) bankruptcy, insolvency, receivership or similar event of the City; (13) the consummation of a merger,
consolidation, or acquisition involving the City or the sale of all or substantially all of the assets of the City, other than in
the ordinary course of business, the entry into a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its terms, if material; and (14) appointment of a
successor Paying Agent/Registrar ot change in the name of the Paying Agent/Registrat, if material. (Neither the
Obligations nor the Ordinances make any provision for debt service reserves or liquidity enhancement.) The City shall
notify the MSRB, in a timely manner, of any failure by the City to provide financial information or operating data by the
time required by the Ordinances.

As used in clause 12 above, the phrase “bankruptcy, insolvency, receivership or similar event” means the appointment of
a receiver, fiscal agent or similar officer for the City in a proceeding under the U.S. Bankruptcy Code or in any other
proceeding under state or federal law in which a court or governmental authority has assumed jurisdiction over
substantially all of the assets or business of the City, or if jurisdiction has been assumed by leaving the City Council and
officials or officers of the City in possession but subject to the supervision and orders of a court or governmental authority,
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or the entry of an order confirming a plan of reorganization, arrangement or liquidation by a court or governmental
authority having supervision or jurisdiction over substantially all of the assets or business of the City. The term “Business
Day” means a day other than a Saturday, Sunday, a legal holiday, or a day on which banking institutions are authorized by
law or executive order to close in the City or the city where the Designated Payment/Transfer Office of the Paying
Agent/Registrar is located.

Availability of Information

In connection with its continuing disclosure agreement entered into with respect to the Obligations, the City will file all
required information and documentation with the MSRB in electronic format and accompanied by such identifying
information as prescribed by and in accordance with MSRB guidelines. Access to such filings will be provided, without
charge to the general public, by the MSRB at www.emma.msrb.org.

Limitations and Amendments

The City has agreed to update information and to provide notices of certain specified events only as described above. The
City has not agreed to provide other information that may be relevant or material to a complete presentation of its financial
results of operations, condition, or prospects or agreed to update any information that is provided, except as described
above. The City makes no representation or warranty concerning such information or concerning its usefulness to a
decision to invest in or sell Obligations at any future date. The City disclaims any contractual or tort liability for damages
resulting in whole or in part from any breach of its continuing disclosure agreement or from any statement made pursuant
to its agreement, although Holders of Obligations may seck a writ of mandamus to compel the City to comply with its
agreement.

The City may amend its continuing disclosure agreement from time to time to adapt to changed circumstances that arise
from a change in legal requirements, a change in law, or a change in the identity, nature, status, or type of operations of
the City, if (i) the agreement, as amended, would have permitted an underwriter to purchase or sell Obligations in the
offering described in this document in compliance with the Rule, taking into account any amendments or interpretations
of the Rule to the date of such amendment, as well as such changed circumstances, and (i) either (a) the holders of a
majority in aggregate principal amount of the outstanding Obligations consent to the amendment or (b) any person
unaffiliated with the City (such as nationally recognized bond counsel) determines that the amendment will not materially
impair the interests of the holders and beneficial owners of the Obligations. The City may also amend or repeal the
provisions of this continuing disclosure agreement if the SEC amends or repeals the applicable provisions of the Rule or
a court of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to the extent that
the provisions of this sentence would not prevent an underwriter from lawfully purchasing or selling Obligations in the
primary offering of the Obligations. If the City so amends the agreement, it has agreed to include with the next financial
information and operating data provided in accordance with its agreement described above under “Annual Reports” an
explanation, in narrative form, of the reasons for the amendment and of the impact of any change in the type of financial
information and operating data so provided.

Compliance with Prior Undertakings

Multiple rating changes occurred with respect to certain obligations of the City between 2011 and 2013, and in 2015 and
in 2016, and the City did not file event notices with respect to certain of such rating changes. Subsequently, notices of
such rating changes that occurred in 2015 and 2016 were filed. The City has filed event notices with respect to the current
ratings of certain of its outstanding obligations. Also, the City inadvertently omitted several tables from the annual financial
information and operating data filing for the March 31, 2013 continuing disclosure report relating to certain obligations of
the City. The City filed the omitted information on May 14, 2014. With respect to the City's continuing disclosute reports
regarding its outstanding Airport System Revenue Bonds, the City determined that (i) a table regarding detailed Airport
revenues was inadvertently omitted from such reports that were filed in 2012 and 2013, however, the total of such Airport
revenues was included in such annual filings and such table was included in subsequent annual continuing disclosure
reports, and (ii) a table had transposed years in the presentation of data in such report that was filed in 2015, and the City
filed corrected information for such table on May 8, 2015. On April 25, 2016, the City filed updated financial information
and operating data to reflect audited financial information as well as updated information in the “Comparative Analysis of
Electric Utility System and Water and Wastewater System Operations,” “Operating Statement Electric Utility System and
Water and Wastewater System” and “The Electric Utility System and Water and Wastewater System (Plant Cost and Equity
in Utility Systems)” tables previously filed. On June 30, 2017, the City filed updated financial information and operating
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data to reflect Fiscal Year 2016 information on the first page of the “Water Service Rates” table. The City has implemented
procedures to ensure timely filing of all future financial information and event notices and will continue to provide updates
to the financial information and operating data as changes occur.

TAX EXEMPTION

Delivery of the Obligations of each series is subject to the opinion of Andrews Kurth Kenyon LLP, Austin, Texas, Bond
Counsel, that interest on the Bonds, Certificates and Contractual Obligations, respectively, will be (1) excludable from
gross income of the owners thereof for federal income tax purposes under Section 103 of the Internal Revenue Code of
1986, as amended (the “Code”), and (2) not includable in the alternative minimum taxable income of individuals or, except
as described below, corporations.

Interest on the Obligations owned by a corporation, other than an S corporation, a regulated investment company, a real
estate investment trust (REIT), a real estate mortgage investment conduit (REMIC) or a financial asset securitization
investment trust (FASIT), will be included in such corporation’s adjusted current earnings for purposes of calculating such
corporation’s alternative minimum taxable income. A corporation’s alternative minimum taxable income is the basis on
which the alternative minimum tax imposed by the Code is computed.

The foregoing opinions of Bond Counsel are based on the Code and the regulations, rulings and court decisions thereunder
in existence on the date of issue of the Obligations. Such authorities are subject to change and any such change could
prospectively or retroactively result in the inclusion of the interest on the Obligations in gross income of the owners
thereof or change the treatment of such interest for purposes of computing alternative minimum taxable income.

In rendering its opinions, Bond Counsel has assumed continuing compliance by the City with certain covenants contained
in the respective Ordinances for the Obligations of each series and has relied on representations by the City with respect
to matters solely within the knowledge of the City, which Bond Counsel has not independently verified. The covenants
and representations relate to, among other things, the use of bond proceeds and any facilities financed therewith, the
source of repayment of the Obligations, the investment of bond proceeds and certain other amounts prior to expenditure,
and requirements that excess arbitrage earned on the investment of bond proceeds and certain other amounts be paid
periodically to the United States and that the City file an information report with the Internal Revenue Service. If the City
should fail to comply with the covenants in the respective Ordinances for the Obligations of any series or if its
representations that are contained in the respective Ordinances for the Obligations of any series should be determined to
be inaccurate or incomplete, interest on the Obligations of any series could become taxable from their date of delivery,
regardless of the date on which the event causing such taxability occurs.

Except as stated above, Bond Counsel will express no opinion as to any federal, state or local tax consequences resulting
from the ownership of, receipt or accrual of interest on or acquisition or disposition of the Obligations.

Bond Counsel’s opinion is not a guarantee of a result, but represents its legal judgment based upon its review of existing
statutes, regulations, published rulings and court decisions and the representations and covenants of the City described
above. No ruling has been sought from the Internal Revenue Service (the “Service”) with respect to the matters addressed
in the opinion of Bond Counsel, and Bond Counsel’s opinion is not binding on the Service. The Service has an ongoing
program of auditing the tax-exempt status of the interest on municipal obligations. If an audit of the Obligations is
commenced, under current procedures the Service is likely to treat the City as the “taxpayer,” and the respective owners
of the Obligations may have no right to participate in the audit process. In responding to or defending an audit of the tax-
exempt status of the interest on the Obligations, the City may have different or conflicting interests from the respective
owners of the Obligations. Public awareness of any future audit of the Obligations could adversely affect the value and
liquidity of the Obligations duting the pendency of the audit, regardless of its ultimate outcome.

Under the Code, taxpayers ate required to provide information on their returns regarding the amount of tax-exempt
interest, such as interest on the Obligations, received or accrued during the year.

Prospective purchasers of the Obligations should be aware that the ownership of tax-exempt obligations, such as the
Obligations, may result in collateral federal income tax consequences to, among others, financial institutions, life insurance
companies, property and casualty insurance companies, certain foreign corporations doing business in the United States,
certain S corporations with Subchapter C earnings and profits, individual recipients of Social Security or Railroad
Retirement benefits, taxpayers who are deemed to have incurred or continued indebtedness to purchase or carry tax-
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exempt obligations, taxpayers owning an interest in a FASIT that holds tax-exempt obligations, and individuals otherwise
eligible for the earned income tax credit. Such prospective purchasers should consult their tax advisors as to the
consequences of investing in the Obligations.

Proposed Tax Legislation

Tax legislation, administrative actions taken by tax authorities, and court decisions may cause interest on the Obligations
to be subject, directly or indirectly, to federal income taxation or state income taxation, or otherwise prevent the beneficial
owners of the Obligations from realizing the full current benefit of the tax status of such interest. For example, future
legislation to resolve certain federal budgetary issues may significantly reduce the benefit of, or otherwise affect, the
exclusion from gross income for federal income tax purposes of interest on all state and local obligations, including the
Obligations. In addition, such legislation or actions (whether currently proposed, proposed in the future or enacted) could
affect the market price or marketability of the Obligations. Prospective purchasers of the Obligations should consult their
own tax advisors regarding any pending or proposed federal or state tax legislation, regulations or litigation, and its impact
on their individual situations, as to which Bond Counsel expresses no opinion.

TAX TREATMENT OF PREMIUM OBLIGATIONS

Certain maturities of the Obligations are offered at an initial offering price which exceeds the stated redemption price
payable at the maturity of such Obligations. If a substantial amount of any maturity of the Obligations is sold to members
of the public (which for this purpose excludes bond houses, brokers and similar persons or organizations acting in the
capacity of wholesalers or initial purchasers) at such initial offering price, each of the Obligations of such maturity
(“Premium Obligation”) will be considered for federal income tax purposes to have “bond premium” equal to the amount
of such excess. The basis for federal income tax purposes of a Premium Obligation in the hands of an initial purchaser
who purchases such Premium Obligation in the initial offering must be reduced each year and upon the sale or other
taxable disposition of the Premium Obligation by the amount of amortizable bond premium. This reduction in basis will
increase the amount of any gain (or decrease the amount of any loss) recognized for federal income tax purposes upon
the sale or other taxable disposition of a Premium Obligation by the initial purchaser. Generally, no corresponding
deduction is allowed for federal income tax purposes for the reduction in basis resulting from amortizable bond premium
with respect to the Premium Obligations. The amount of bond premium on a Premium Obligation which is amortizable
each year (or shorter period in the event of a sale or disposition of a Premium Obligation) is determined under special tax
accounting rules which use a constant yield throughout the term of the Premium Obligation based on the initial purchaser’s
original basis in such Premium Obligation.

The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition by an owner of
Obligations that are not purchased in the initial offering or which are purchased at an amount representing a price other
than the initial offering price for the Obligations of the same maturity may be determined according to rules which differ
from those described above. Moreover, all prospective purchasers of Obligations should consult their tax advisors with
respect to the federal, state, local and foreign tax consequences of the purchase, ownership, redemption, sale or other
disposition of Premium Obligations.

OTHER RELEVANT INFORMATION
Ratings

The Obligations have received ratings of “AAA” by S&P Global Ratings, a S&P Global Ratings Financial Services LL.C
business (“S&P”), “AAA” by Fitch Ratings, Inc. (“Fitch”) and “Aaa” by Moody’s Investors Service, Inc. (“Moody’s”).
The presently outstanding ad valorem tax-supported debt of the City is rated “AAA” by S&P, “AAA” by Fitch and “Aaa”
by Moody’s. An explanation of the significance of such ratings may be obtained from the company furnishing the rating.
The ratings reflect only the respective views of such organizations and the City makes no representation as to the
appropriateness of the ratings. There is no assurance that such ratings will continue for any given period of time or that
they will not be revised downward or withdrawn entirely by such rating companies, if in the judgment of one or all such
companies, circumstances so warrant. Any such downward revision or withdrawal of such ratings, or by any one of them,
may have an adverse effect on the market price of the Obligations. Except as provided under “CONTINUING
DISCLOSURE OF INFORMATION - Disclosure Event Notices” in this document, the City will undertake no
responsibility to notify the owners of the Obligations of any such revisions or withdrawal of ratings.
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Litigation

A number of claims against the City, as well as certain other matters of litigation, are pending with respect to various
matters arising in the normal course of the City’s operations. The City Attorney and the City Management are of the
opinion that resolution of the claims pending (including the matter described below) will not have a material effect on the
City’s financial condition ot the financial condition of Austin Energy and/or the Water and Wastewater Utility.

Electric Utility System Litigation

On May 3, 2017, Data Foundry, Inc., filed a lawsuit against the City (Cause No. D-1-GN-17-000937 in the 419th Judicial
District Court of Travis County, Texas), alleging that the ERCOT nodal market design disqualifies the City’s electric
generation assets from being considered as used and useful for the purpose of establishing rates for electric service to the
City’s retail customers. The lawsuit seeks declaratory relief that the City’s current retail electric rates are unlawful due to
the inclusion of costs and returns related to generation assets, and seeks a permanent injunction against the City’s
establishing electric rates that include costs and returns related to generation assets and operations. The City has filed a
motion to dismiss the case under Rule 91(a) of the Texas Rules of Civil Procedure, and a hearing on the City’s motion is
currently set for August 30, 2017.

Registration and Qualification

The sale of the Obligations has not been registered under the Federal Securities Act of 1933, as amended, in reliance upon
the exemption provided thereunder by Section 3(a)(2); and the Obligations have not been qualified under the Securities
Act of Texas in reliance upon various exemptions contained in the Securities Act of Texas; nor have the Obligations been
qualified under the securities acts of any jurisdiction. The City assumes no responsibility for qualification of the Obligations
under the securities laws of any jurisdiction in which the Obligations may be sold, assigned, pledged, hypothecated or
otherwise transferred. This disclaimer of responsibility for qualification for sale or other disposition of the Obligations
shall not be construed as an interpretation of any kind with regard to the availability of any exemption from securities
registration provisions.

Legal Investments and Eligibility to Secure Public Funds in Texas

Under the Texas Public Security Procedures Act (Texas Government Code, Chapter 1201), the Obligations are (i)
negotiable instruments, (ii) investment securities to which Chapter 8 of the Texas Uniform Commercial Code applies, and
(iii) legal and authorized investments for (A) an insurance company, (B) a fiduciary or trustee, or (C) a sinking fund of a
municipality or other political subdivision or public agency of the State of Texas. The Obligations are eligible to secure
deposits of any public funds of the State, its agencies and political subdivisions, and are legal security for those deposits to
the extent of their market value. For political subdivisions in Texas which have adopted investment policies and guidelines
in accordance with the PFIA, the Obligations may have to be assigned a rating of at least “A” or its equivalent as to
investment quality by a national rating agency before such obligations are eligible investments for sinking funds and other
public funds. In addition, various provisions of the Texas Finance Code provide that, subject to a prudent investor
standard, the Obligations are legal investments for state banks, savings banks, trust companies with at least $1 million of
capital and savings and loan associations.

The City has made no investigation of other laws, rules, regulations or investment criteria which might apply to such
institutions or entities or which might limit the suitability of the Obligations for any of the foregoing purposes or limit the
authority of such institutions or entities to purchase or invest in the Obligations for such purposes. The City has made no
review of laws in other states to determine whether the Obligations are legal investments for various institutions in those
states.

Legal Matters

The delivery of each series of the Obligations is subject to the approval of the Attorney General of Texas to the effect
that such Obligations are valid and legally binding obligations of the City payable from sources and in the manner described
in this document and in the respective Ordinances and the approving legal opinions of Bond Counsel. The forms of Bond
Counsel’s opinions are attached hereto in Appendix C. The legal fee to be paid Bond Counsel for services rendered in
connection with the issuance of the Obligations is contingent upon the sale and delivery of the Obligations. The legal
opinions of Bond Counsel will accompany the Obligations deposited with DTC or will be printed on the definitive
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Obligations in the event of the discontinuance of the Book-Entry-Only System. Certain legal matters will be passed upon
for the Underwriters by Bracewell LLP., Counsel for the Underwriters. Certain legal matters will also be passed upon for
the City by McCall, Parkhurst & Horton L..LL.P., Disclosure Counsel for the City. The legal fee of such firm is contingent
upon the sale and delivery of the Obligations.

Bond Counsel was engaged by, and only represents, the City. Except as noted below, Bond Counsel did not take part in
the preparation of the Official Statement, and such firm has not assumed any responsibility with respect thereto or
undertaken independently to verify any of the information contained in this document except that in its capacity as Bond
Counsel, such firm has reviewed the information appearing in this document under the captions “OBLIGATION
INFORMATION” (except for the information under the subcaptions “Sources and Uses of Funds,” “Remedies” and
“Book-Entry-Only System”), “TAX INFORMATION — Tax Rate Limitation,” “CONTINUING DISCLOSURE OF
INFORMATION” (except for the subsection “Compliance with Prior Undertakings”), “TAX EXEMPTION,” “TAX
TREATMENT OF PREMIUM OBLIGATIONS,” and the information under the subcaptions “OTHER RELEVANT
INFORMATION - Registration and Qualification,” “ - Legal Investments and Eligibility to Secure Public Funds in
Texas,” and “ - Legal Matters,” and such firm is of the opinion that such descriptions present a fair and accurate summary
of the provisions of the laws and instruments therein described, and such information conforms to the Ordinances.

The legal opinions to be delivered concurrently with the delivery of the Obligations express the professional judgment of
the attorneys rendering the opinions as to the legal issues expressly addressed in those opinions. In rendering a legal
opinion, the attorney does not become an insurer or guarantor of the expression of professional judgment, of the
transaction opined upon, or of the future performance of the parties to the transaction, nor does the rendering of an
opinion guarantee the outcome of any legal dispute that may arise from the transaction.

Financial Advisor

PFM Financial Advisors LLC (“PFM”), Austin, Texas, is employed as Financial Advisor to the City in connection with
the issuance, sale and delivery of the Obligations. The payment of the fee for services rendered by PEM with respect to
the sale of the Obligations is contingent upon the issuance and delivery of the Obligations. PFM, in its capacity as Financial
Adpvisor, has not verified and does not assume any responsibility for the information, covenants and representations
contained in any of the bond documentation with respect to the federal income tax status of the Obligations.

Independent Auditors

The financial data listed as fiscal year 2017 has been derived from the unaudited internal records of the City. The City’s
independent auditors have not reviewed, examined, or performed any procedures with respect to the unaudited financial
information, nor the forward-looking financial information, nor have they expressed any opinion or any other form of
assurance on such information, and assume no responsibility for, and disclaim any association with the unaudited financial
information. The unaudited information is preliminary and is subject to change as a result of the audit and may differ from
the audited financial statements when they are released.

The financial statements of the City included in APPENDIX B to this Official Statement have been audited by Deloitte
& Touche LLP, independent auditors, to the extent and for the period indicated in their report.

Underwriting

The Underwriters have agreed, subject to certain conditions, to purchase the Bonds from the City at a price equal to the
initial offering prices to the public, as shown on the inside front cover page of this Official Statement, less an underwriting
discount of $231,433.73. The Underwriters have agreed, subject to certain conditions, to purchase the Certificates from
the City at a price equal to the initial offering prices to the public, as shown on the inside front cover page of this Official
Statement, less an underwriting discount of $128,778.91. The Underwriters have agreed, subject to certain conditions, to
purchase the Contractual Obligations from the City at a price equal to the initial offering prices to the public, as shown on
the inside front cover page of this Official Statement, less an underwriting discount of $16,915.82. The Obligations to be
offered to the public may be offered and sold to certain dealers (including the Underwriters and other dealers depositing
Obligations into investment trusts) at prices lower than the public offering prices of such Obligations, and such public
offering prices may be changed, from time to time, by the Underwriters.
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Loop Capital Markets, one of the Underwriters of the Bonds, has entered into a distribution agreement with UBS Financial
Services Inc. (“UBSFS”) for the retail distribution of certain securities offerings at the original issue prices. Pursuant to
the distribution agreement, UBSFS will purchase Bonds from Loop Capital Markets at the original issue prices less a
negotiated portion of the selling concession applicable to any Bonds that the firm sells.

Forward - Looking Statements

The statements contained in this Official Statement and in any other information provided by the City that are not purely
historical are forward-looking statements, including statements regarding the City’s expectations, hopes, intentions, or
strategies regarding the future. Readers should not place undue reliance on forward-looking statements. All forward-
looking statements included in this Official Statement are based on information available to the City on the date hereof,
and the City assumes no obligation to update any such forward-looking statements. It is important to note that the City’s
actual results could differ materially from those in such forward-looking statements.

The forward-looking statements included in this document are necessarily based on vatious assumptions and estimates
and are inherently subject to various risks and uncertainties, including risks and uncertainties relating to the possible
invalidity of the undetlying assumptions and estimates and possible changes or developments in social, economic, business,
industry, market, legal, and regulatory circumstances and conditions and actions taken ot omitted to be taken by third
parties, including customers, suppliers, business partners, and competitors, and legislative, judicial, and other governmental
authorities and officials.

Assumptions related to the foregoing involve judgments with respect to, among other things, future economic,
competitive, and market conditions and future business decisions, all of which are difficult or impossible to predict
accurately and many of which are beyond the control of the City. Any of such assumptions could be inaccurate and,
therefore, there can be no assurance that the forward-looking statements included in this Official Statement will prove to
be accurate.

Authenticity of Financial Data and Other Information

The financial data and other information contained in this document have been obtained from the City’s records, audited
financial statements and other sources which are believed to be reliable. There is no guarantee that any of the assumptions
or estimates will be realized. All of the summaries of the statutes, documents and resolutions contained in this document
are made subject to all of the provisions of such statutes, documents and resolutions. These summaries do not purport to
be complete statements of such provisions and reference is made to such documents for further information. Reference
is made to original documents in all respects.

Approval of the Official Statement

This Official Statement, and the execution and delivery of this Official Statement, was approved and authorized by each
of the Ordinances adopted by the City Council on August 17, 2017.

/s/ Steve Adlet
Mayor
City of Austin, Texas

ATTEST:

/s/ Jannette S. Goodall
City Clerk
City of Austin, Texas
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APPENDIX A

GENERAL INFORMATION REGARDING THE CITY

GENERAL INFORMATION

The City of Austin (the “City”), chartered in 1839, has a Council-Manager form of government under its home rule charter.
A change in governance affecting City Council size, composition, and term duration was approved by the voters with the
passage of Propositions 1 — 3 on November 6, 2012. Under the new governance, the Mayor remains elected at-large and
ten Councilmembers are elected by geographic district, with all serving four-year staggered terms subject to a maximum
of two consecutive terms. The voters also approved moving elections from May to November in even-numbered years,
the first of which was held in November 2014. Currently half of the Councilmembers are serving a two-year term, expiring
in 2019, with remaining Councilmembers serving terms that expire in 2021. The City Manager, appointed by the City
Council, is responsible to the City Council for the management of all City employees and administration of all City affairs.

The City, which is the capital of Texas, is the fourth largest city in the state (behind Houston, Dallas, and San Antonio)
and the eleventh largest in the nation, with, according to the City’s estimates, a September 2016 population of 925,491.
Over the past ten years, Austin’s population has increased by approximately 26.4%, or 193,110 residents. Geographically,
the City consists of approximately 326 square miles. The current estimated median household income for residents of the
City is $56,163 according to Nielsen SiteReports. The City’s per capita income is estimated to be $55,065 based on analysis
of the Bureau of Economic Analysis information.

The City offers several broad-ranged educational opportunities for those individuals with a desire to learn. Austin is a
highly educated city, with 46.9% of adults twenty-five yeats or older holding a bachelor’s or advanced degree, compared
to 29.8% for the U.S. as a whole. Higher education is a significant aspect of life in the Austin area, which is host to six
universities, a robust community college system, and numerous other institutions of higher learning. The University of
Texas at Austin (UT), the sixth largest public university in the nation, is known as a world-class center of education and
research and was ranked 16th among public universities in the 2016 U.S. News and World Report survey of undergraduate
programs.

The City is nationally recognized as a great place to live due in part to its diverse, educated and eclectic population, as well
as its promotion of a year-round outdoor active lifestyle. The City draws its special character from its physical setting along
the Balcones Escarpment, wedged between coastal plains and dramatic cliffs, canyons, and juniper-carpeted rolling hills.
Austin’s quality of life has become a critical economic development engine, and the City’s diverse demographic structure
serves to support and enrich its quality of life.

Major Initiatives

The City's vision is to be the most livable city in the country. The following policy priotities were adopted in April 2007
by the City Council and were last amended in 2009:
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Rich Social and Cultural Community

Vibrant Urban Fabric

Healthy, Family-Friendly, Safe City

Sustainable Economic Development and Financial Health
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Achieving the Vision — The City could not achieve its vision of making Austin the most livable city in the country without a
highly dedicated and exceptional workforce to support City Council’s policies and initiatives. Council’s priorities of
affordability, equal opportunity for all residents, mobility, health, and safety can only be achieved by partnering with the
community in engaging ways.

City staff is committed to creating a work environment that fosters creative thinking and innovation throughout the
organization, thereby better positioning the workforce to more effectively respond to new challenges as well as new
opportunities. City employees take enormous pride in their work. PRIDE reflects the City's cote values of public service
and how employees relate to customers and each other. The elements of PRIDE include: Public Service & Engagement;



Responsibility & Accountability; Innovation & Sustainability; Diversity & Inclusion; and Ethics & Integrity. Reflecting
the PRIDE that the City’s employees take in their work, Austin ranks 25 percentage points above the national average for
large cities for overall quality of customer service. During 2016, Forbes included the City of Austin in the top 25 of its list
of America’s Best Employers. Austin was the highest ranked governmental employer in this survey of more than 30,000
workers from companies with more than 5,000 employees.

Being “best managed” means everyone in the organization is providing the best service possible to the community.
Reflecting the PRIDE that the City’s employees take in their work, Austin ranks 28 percentage points above the national
average for large cities for overall quality of customer service and is at or above the national average in 31 of 46 of the
City’s benchmark indicators.

Imagine Austin — Austin residents share a sense of community pride and a determination that the City’s vision is not just a
slogan, but a reality for everyone who lives here. Imagine Austin, a comprehensive plan for the City’s future, sets a context
to guide decision-makers for the next 30 years. The plan adheres to 6 core principles established in collaboration with
Austin citizens:
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Grow as a compact, connected city

Integrate nature into the city

Provide paths to prosperity for all

Develop as an affordable and healthy community

Sustainably manage water, energy, and other environmental resources
Think creatively and work together
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The plan’s success is monitored annually with performance metrics and will be formally assessed at least every five years.
During the development of both the annual and capital improvement budgets, Imagine Austin, is a consideration in how
resources are allocated.

CodeNext — One initiative resulting from Imagine Austin is CodeNEXT, a major revision of the City’s land development
code which determines how land can be used throughout the City. A draft of the revised code was published in January
2017. Currently the public is learning about the draft and providing feedback through a variety of mechanisms. Final
adoption of the plan is expected in mid-2018.

Development — For a number of years, the City has been committed to the redevelopment of many of its downtown
properties. Beginning with the development of six blocks in the warehouse district in the early 2000’s, Austin’s patticipation
in joint public/ptivate partnerships continues to contribute to downtown development and an enhanced tax base. In
recent years that vision in 2000 is becoming a reality. The waterfront once filled with warehouses and utility operations
has evolved into a vibrant neighborhood filled with residences, offices, restaurants, hotels, a new library, green spaces, and
entertainment venues.

Cutrent downtown redevelopment is focused in the Seaholm District, an area in the southwest portion of downtown
which was previously home to a water plant, an electric generation plant, and other electric facilities. Construction in this
area includes:

» A street grid for the atrea, portions of which wete opened in 2016.

» The City’s new central library which will open in the fall of 2017. Among other things, this “library for the future”
will feature flexible and blended spaces, state-of-the-art technology, sustainable features, and community
gathering places.

»  Extensive improvements to Shoal Creek in the Seaholm area to facilitate bicycle and pedesttian use.

» A mixed-used development that involves renovation and reuse of the historical and architecturally significant
Seaholm power plant as well as several new buildings on the site. Construction of the site was completed in 2016,
and the development has an assessed value of over $209 million, 60% higher than originally projected.

» Redevelopment of the Green Water Treatment Plant site with 1.7 million square feet of mixed-use development.
Construction on two of the four blocks on this site is well underway and a third block broke ground in 2016.
The tallest predominately residential building west of the Mississippi is located on the previous site of Austin
Energy’s energy control center. Groundbreaking occurred in January 2016 and construction is expected to be
complete in three years.
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On the eastern edge of downtown, construction of the Waller Creek Tunnel Project to address problems of flooding,
erosion, and water pollution along lower Waller Creek continues. The major components of this mile-long stormwater
bypass tunnel are scheduled to be complete by the end of 2017. By taking neatly 28 acres of prime downtown land out of
the 100-year floodplain, the project is expected to spur redevelopment and revitalization in the area.

Several miles from downtown, the City continues its public/private partnership to redevelop the site of the previous
airport, Mueller. This 700 acre, vibrant, mixed-use urban village includes residential neighborhoods, retail, and office
spaces, extensive parks, and trails. The development, which is sustainable, transit-oriented, and offers affordable housing
opportunities, is over 40 percent complete, and has a current assessed value of over one billion dollars. Demand for
housing at Mueller continues to be high due to its proximity to downtown and many amenities. During 2016, construction
of the town center continued as several mixed-use buildings are taking shape. In support of the City’s commitment to
sustainability, an important part of the Mueller partnership agreement was sustainability. In November 2016, Mueller was
certified as LEED Gold for Neighborhood Development Stage 3 by the U.S. Green Building Council. Mueller is the
largest neighborhood in the world to attain this certification.

Addressing the Impacts of Growth — The level of growth that Austin has sustained over the last few years does not come
without a cost. Housing affordability is increasingly an issue in a region where housing costs have been rising at a brisk
pace and the impact is felt the most by those in the service, music, and creative areas. Since 2012, the median sales price
of a home has increased almost 40%; gradually pricing more and more families out of the home buying market. Further,
shortages of multifamily housing impact Austin renters who on average pay more than 30% of their incomes for housing.

Affordability is a prime consideration as the City makes decisions that impact the citizens who live here and the businesses
that operate here. Whether setting taxes or utility rates, taking actions that provide affordable housing, or providing services
and programs to the underprivileged members of the community, affordability is always part of the discussion. During
2016, to help mitigate the impact increases in the appraised value of homes, City Council increased the City’s general
homestead exemption from 6% to 8% and also increased the fixed-value exemption for senior and disabled homeowners
by more than 3%. In addition, Austin Energy underwent a cost of service and rate review. After a year-long process
including public and customer participation, an agreement was reached among 22 parties representing all stakeholders in
the process. In August 2016, City Council approved the agreement which lowers base rates for most customers beginning
in January 2017.

Another growth-related issue is traffic congestion. According to the Texas A&M Transportation Institute, Austin has the
7th worst traffic in the nation and traffic issues will continue to be exacerbated by future growth. To help ease mobility
issues and transit times, in November 2016, Austinites approved a $720 million general obligation bond proposition to
fund transportation and mobility improvements. Approximately two thirds of the funding will be devoted to corridor
improvement projects with the remainder earmarked for regional and local mobility improvements. In addition, the 2017
budget includes additional funding for street repair as well as for expanding staffing to enhance signal timing, promote
safety, and improve mobility.

Other entities are also doing their part to help alleviate congestion. State and regional entities are expanding toll lanes and
roads and improving interchanges along major corridors through the City. These actions will help ease traffic delays, but
continued focus on mobility by all parties will be required to meet existing demands as well as further stress placed on the
system as the population grows and more Austin workers live in the surrounding area.

As a result of construction levels at an all-time high, the City is dealing with the stresses placed on its development-related
services. An external operational assessment was completed in 2015 and the City developed a multiyear action plan to
address the resulting recommendations beginning with the addition of funding and staff in the 2016 budget. The focus
continues in 2017 with the implementation of an expedited permit review program, expansion of third-party review
services, additional staffing for the review and inspection areas, and a customer survey to gauge the impacts of corrective
actions taken to date.

Transparency — Transparency and open government are high priorities for the City of Austin. In 2016, as a result of its
efforts in this area, the City was selected by the Open Government Partnership to participate in a new pilot program for
regional governments to collaborate on innovations around transparency issues. Austin was one of eight cities worldwide
and the only U.S. city to be included in this program.



In November 2016, the City of Austin was designated as one of the top-ranked U.S. digital cities by the Center for Digital
Government and the Digital Communities Program. Austin was ranked fifth in the population category of 500,000 or
more in this survey that “recognizes cities using technology to improve citizen services, enhance transparency and
encourage citizen engagement.” One of the projects highlighted in the survey was Austin Finance Online that provides a
one-stop web-based portal containing an extensive library of budget and financial documents, an online contract catalog,
payment register information, and other City financial information.

Another project highlighted in this survey was the City’s Open Data Portal as well as a collaboration with the community
group, Open Austin, to develop unique tools based on the open data available through the portal. In June 2016, the City’s
open data policy also received high marks from the Sunlight Foundation, a national nonpartisan, non-profit organization.

Innovation and Sustainability — Austin’s commitment to sustainability and innovation was recognized by a number of
organizations over the last year. In February 2017, Austin was the winner of the Smart Cities Council Readiness Challenge
Grant. The City was one of five cities chosen from a pool of over 130 applicants. All the winners “will receive a tailored
Readiness Workshop during 2017 to develop a roadmap for applying smart technologies to further innovation, inclusion
and investment within their cities.” In addition, the City’s Neighborhood Partnering Program received an Outstanding
Achievement in Innovation award from the Alliance for Innovation. Through this program, the City works with
community groups to develop and resource improvement projects on City property or rights-of-way, transforming vacant
lots into community gardens and retaining walls into vibrant mosaics.

Climate Protection - The City of Austin has long been a national leader in the climate protection arena through the efforts of
City leaders, the city-owned electric utility (Austin Energy), and the participation of customers from residential to other
governmental entities and private businesses. As a result of these efforts and partnerships, Austin Energy led all public
power utilities in the country for sales of renewable energy again in 2015 and ranked third when compared to all utilities
both public and private.

In January 2016, Austin Energy was awarded a $4.3 million grant to pilot a platform to promote integrated distributed
energy resources including community solar, battery storage, and smart inverter technologies. In September, 2016, U.S.
Department of Energy SunShot Initiative awarded the City of Austin with a gold designation to recognize the City’s work
to improve access to solar energy.

During 2015, Council approved an update of Austin Energy’s Energy Resource Plan to 2025; which increased the
renewable energy goal to 55% by 2025. Progress towards this goal was made during 2016 with the purchase of 438 MW
of utility-scale solar.

FINANCIAL INFORMATION
Financial Policies

The City’s leaders look towards and plan for the future. The City has adopted a comprehensive set of Financial Policies to
ensure that the City’s financial resources are managed in a prudent manner and to provide a foundation for financial
sustainability. These policies dictate that current revenue will be sufficient to support current expenditures (defined as
“structural balance”). Assigned and unassigned fund balances in excess of what is required shall normally be used to fund
capital items in the operating and capital budgets. The City maintains the goal of a structurally balanced budget to achieve
long-term financial stability for the Austin community. Compliance with these policies is reviewed annually as part of the
budget process. The policies and results of the review are published in the approved budget document.

Accounting System

The City’s accounting records for general governmental operations are maintained on a modified accrual basis, with the
revenue being recorded when available and measurable and expenditures being recorded when the services or goods are
received and the liabilities are incurred. Accounting records for the City’s enterprise and internal service funds are
maintained on an accrual basis.

Article VII, Section 15 of the City’s Home Rule Charter requires an annual audit of all accounts of the City by an
independent certified public accountant. This charter requirement has been complied with and the accountant’s report is
included in APPENDIX B — “AUDITED FINANCIAL STATEMENTS” in this document.



Internal Controls

City management is responsible for establishing, implementing, and maintaining a framework of internal controls designed
to ensure that City assets are protected from loss, theft, or misuse and to ensure that adequate accounting data is compiled
to allow for the preparation of financial statements in conformity with GAAP. The system of internal control is designed
to provide reasonable, but not absolute, assurance that these objectives are met. The concept of reasonable assurance
recognizes that the cost of control should not exceed the benefits likely to be derived, and the evaluation of costs and
benefits requires estimates and judgments by management.

Operating Budget

The City’s Home Rule Charter and State law require the City Manager to prepare and submit to the City Council a balanced
budget consisting of an estimate of the revenues and expenditures in the budget period and the undesignated General
Fund balance available for re-appropriation. The City is barred by Texas law and the City’s Charter from deficit budgeting.
The City’s approach of balancing the budget by not relying on one-time solutions, while at the same time making key
investments in the community, the infrastructure, the economy, the sustainability and its employees, is providing what the
City believes is a 21st century “best-managed” model for cities all around the country. A key City financial policy requires
annual preparation of a five-year financial forecast projecting revenues and expenditures for all operating funds. This
forecast is used as a tool to develop the following yeat's operating budget. As directed by the financial policies, the City’s
budgeting approach emphasizes fiscal responsibility by limiting spending in a given year to projected revenue collections.

The annual operating budget is proposed by the City Manager and approved by the City Council after public discussion.
The budget process in the City normally commences with all department heads submitting to the Chief Financial Officer
of the City a detailed estimate of the appropriations required for their respective departments during the next fiscal year.
The Chief Financial Officer of the City, in turn, forwards these estimates to the City Manager, who submits them to the
Mayor and City Council for their consideration and approval. The annual operating budget is approved by the City Council
in September of each calendar year, prior to the commencement of the upcoming fiscal year of the City.

Throughout the year, primary responsibility for fiscal analysis of budget to actual expense or revenue and overall program
fiscal standing rests with the department operating the program. The City Manager is authorized to transfer appropriation
balances within a fund and department of the City. The City Council must approve amendments to the budget and transfers
of appropriations from one fund and department to another. As demonstrated by the statements and schedules included
in the City’s 2016 Comprehensive Annual Financial Report (“CAFR”), the City continues to meet its responsibility for
sound financial management.

Budgetary Information

2017—-2018 Budget

The proposed 2017-2018 operating budget was prepared in accordance with guidelines provided by the City Council. The
proposed budget included a total tax rate of $0.4451 per $100 assessed valuation. A tax rate of $§0.4451 per $100 assessed
valuation would generate revenue for the proposed budget as set forth below. The following is a summary of the proposed
2017-2018 General Fund Budget.



Beginning Balance, October 1, 2017 (Budget Basis)
Summary of Budgeted General Fund Resources

Revenue:
General Property Taxes $454,071
City Sales Tax 226,132
Other Taxes 12,330
Gross Receipts/Franchise Fees 36,936
Miscellaneous 149,508
Total Revenue $878,977
Transfers In:
Electric Revenue $109,000
Water Revenue 45914
Water Infrastructure Inspection 0
Total Transfers In 154,914
Total General Fund Resoutces $1,033,891

Summary of Budgeted General Fund Requirements
Departmental Appropriations:

Administrative Services $ 22,455

Urban Growth Management 72,952

Public Safety 687,252

Public Health and Human Setvices 68,744

Public Recreation and Culture 147,118
Total Departmental Appropriations $998,526
Transfers Out 23,745
Other Requirements 11,622
Total General Fund Requirements $1,033.893
Use of Beginning Balance 0
Ending Balance 0
Budgeted Reserve Requirements

Emergency Reserve $ 62,033

Contingency Reserve 0

Property Tax Reserve 4,500

Budget Stabilization Reserve Fund 62,039
Total Budgeted Reserve Requirements $128,572

The structurally balanced fiscal year 2018 Approved Budget totals $3.9 billion and includes $1.03 billion for the General
Fund, providing for the continuation of high-quality public safety, health, library, parks, water, energy, infrastructure,
development, and other services to the citizens of Austin. The 2018 budget was approved with an increase to the property
tax rate of more than 0.33 cents, from 44.18 to 44.51 cents per $100 of taxable value.

In FY 2015-16, General Fund financial policies regarding reserves were revised to combine the Emergency Reserve Fund
with the General Fund Contingency Reserve Fund and establish a 12% target for the sum of all General Fund reserves.
Beginning in FY 2016, the Emergency Reserve shall maintain a balance of 6% of total General Fund requirements.
Previously, the policy set the Emergency Reserve amount at $40 million and set the Contingency Reserve at 1% of
departmental expenditures. Reserve usage and replenishment requirements did not change.

The Budget Stabilization Reserve Fund and the Emergency Reserve Fund are budgeted to end FY 2016-17 at $69.7 million

and $58.2 million, respectively. In total, the combined budgeted ending balances of the two reserves equal $116.3 million,
or 12.0% of total spending requirements in the General Fund.
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The City’s largest enterprise department, Austin Energy, is the eighth largest municipal-owned electric utility in the United
States in terms of customers served. Austin Energy serves more than 455,000 customers within a service territory of
approximately 437 square miles in the Greater Austin area. The approved budget for fiscal year 2017 is $1.28 billion in
annual revenues, including transfers. The utility has a diverse generation mix that includes nuclear, coal, natural gas, and
an increasing portfolio of renewable energy sources such as solar and wind.

The City’s second largest enterprise activity is the Austin Water Utility, which provides water and wastewater services to
more than one million retail and wholesale customers spanning more than 540 square miles within Austin and surrounding
areas. The fiscal year 2017 budget projects revenues of $580 million. Growth in revenue is the result of projected customer
growth as well as a combined system-wide rate increase of 3%. In the fall of 2016, the utility began a cost of service study
to determine how future rates will be established.

The final budget which was adopted by the City Council after the date of this Official Statement reflects a total tax rate of
$0.4451 and changes to General Fund Resources and General Fund Requirements to the proposed General Fund Budget
reflected above.

Long-Term Financial Planning

The City annually prepares a five-year Capital Improvement Project (CIP) Plan that outlines all capital projects in progtess,
those that will be implemented in the five-year horizon, and related funding sources. During 2014, the City completed its
first Long-Range CIP Strategic Plan, which covers a 10-year planning horizon, improving the transparency of the City’s
long-term infrastructure plans. This plan further aligns the City’s CIP investments with the Imagine Austin Comprehensive
Plan as the City strives to strike a balance between ongoing capital needs necessary to maintain services for a growing
community and strategic investments that support community priorities.

On November 5, 2013, voters approved $65 million in general obligation debt for affordable rental and ownership housing
as well as preservation of existing affordable housing stock. The City is implementing projects authorized by this election
as well projects authorized in the November 2012 election, when Austin voters approved a $307 million general obligation
bond program that includes transportation and mobility projects, as well as projects for open space and watershed
protection, patks and recreation, public safety, health and human services, and library, museum and cultural arts facilities.
On November 8, 2016, voters approved the issuance of general obligation debt in an amount up to $720 million to finance
transportation and mobility projects, being overseen by the Council-appointed Bond Oversight Committee, which is
charged with ensuring efficiency, equity, timeliness, and accountability in the implementation of the program.

The Capital Improvement Plan and Capital Budget

The Capital Improvement Plan is a five-year list of capital improvements and a corresponding spending plan for financing
these improvements. It is developed through public input and department prioritization of needs. The process includes
neighborhood meetings, department requests, assessment of requested projects by the City’s Budget Office, input from
the Planning Commission’s CIP Subcommittee and other Boards and Commissions, and citizen input from public
hearings. Each fiscal year, the Planning Commission reviews the Capital Improvement Plan and submits a
recommendation to the City Manager detailing specific projects to be included in the Capital Budget for the next fiscal
year.

The City Manager considers the Planning Commission’s recommended plan to propose a Capital Budget to the City
Council. The Capital Budget contains requested appropriations for new projects, additional appropriations for previously
approved projects and any requests to revise prior year appropriations. Unlike the Operating Budget, which authorizes
expenditures for only one fiscal year, Capital Budget appropriations are multi-year, lasting until the project is complete or
until changed by the City Council.

The City Council reviews the Capital Budget, holds public hearings to gather final citizen input and establishes the amount
of revenue and general obligation debt to sell to fund capital improvements.



2017-2018 Capital Budget

The 2017-2018 five-year Capital Improvement Program (CIP) plan estimates city-wide capital spending in 2017-2018 of
$1.0 billion.

The first year of the five-year plan was used to determine the new appropriations required for inclusion in the 2017-2018
Proposed Capital Budget. The proposed city-wide total appropriation is $850.9 million. Appropriation by department is

listed below.

Summary of 2017-2018 Proposed Capital Budget (millions):

Austin Convention Center $ 413
Austin Energy 67.4
Austin Resource Recovery 12.6
Austin Transportation 48.7
Austin Water 498.5
Aviation 53.0
Building Services 3.4
Communications and Technology Management 16.4
Development Services 1.5
Fire 3.0
Fleet 19.0
Neighborhood Housing and Community Development 10.6
Parks and Recreation 5.1
Planning and Zoning 2.9
Public Works 30.6
Watershed Protection 36.9
TOTAL PROPOSED NEW APPROPRIATIONS $850.9

ADDITIONAL INFORMATION

Ten Largest Employers (As of September 30, 2016)

Employer Product or Service Employees
State Government Government 38,709
The University of Texas at Austin Education 23,665
City of Austin Government 13,371
Dell Computer Corporation Computers 13,000
Federal Government Government 12,800
HEB Grocery Grocery/Retail 12,198
Austin Independent School District Education 11,568
Seton Healthcare Network Healthcare 10,270
St. David’s Healthcare Partnership Healthcare 8,598
IBM Corporation Computers 6,074

Source: 2016 Comprehensive Annual Financial Report
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Demographic and Economic Statistics - Last Ten Years

Year
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

2007-2016 Change

City of Austin
Population (1)
732,381
746,105
770,296
778,560
805,662
821,012
841,649
878,002
899,919
925,491

25.89%

Area of

Incorporation

(Square Miles) (1)

297
298
302
306
308
319
321
321
323
326

9.47%

Income Median Per Capita
(MSA) Household Personal
Population (thousands Income Income Unemployment
MSA (2) of dollats) (2) MSA (3) MSA (3) Rate (MSA) (4)
1,577,856 $59,924,200 $42,263 $37,978 3.6%
1,633,870 65,153,669 46,340 39,877 4.3%
1,682,338 64,290,898 47,520 38,215 6.9%
1,727,743 69,124,528 48,460 40,009 7.0%
1,781,409 76,507,673 46,689 42,948 6.6%
1,835,298 84,319,550 46,818 45943 5.7%
1,884,439 87,138,010 46,436 46,241 5.1%
1,943,465 95,231,402 49,227 (6) 49,001 4.2%
2,000,860 102,072,207 52,519 (6) 51,014 3.4%
2,006,327 (6) 110,478,550 (5) 56,163 (6) 55,065 (5) 3.2%
27.16% 84.36% 32.89% 44.99%

Note: Prior year statistics are subject to change as more precise numbers become available.
(1)  Source: City Demographer, City of Austin, Neighborhood Planning and Zoning Department based on full purpose

area as of September 30.

(2)  Source: Bureau of Economic Analysis for all years except 2016 which will not be available until later in 2017.
(3) Source: Claritas, a Nielson Company.
(4)  Source: Bureau of Labor Statistics; United States Department of Labor as of September 30.
(5) Data not available for 2016. TFigures are estimated.
(6)  Source: Nielsen SiteReports.

City Sales Tax Collections (In Millions) (1)(2)

Period Amount Period Amount Period Amount Period Amount Period  Amount Period  Amount
1-1-12 $12.189 1-1-13 $13.126 1-1-14 $15.123 1-1-15 $15.260 1-1-16 $16.138 1-1-17 $17.697
2-1-12 16.923 2-1-13 18.079 2-1-14 19.112 2-1-15 21.092 2-1-16 21.884 2-1-17 21.866
3-1-12 11.762 3-1-13 13.324 3-1-14 13.782 3-1-15 14.677 3-1-16 15.667 3-1-17 16.597
4-1-12 11.838 4-1-13 12.727 4-1-14 13.803 4-1-15 14.345 4-1-16 15.528 4-1-17 17.370
5-1-12 15.239 5-1-13 15.962 5-1-14 17.750 5-1-15 19.404 5-1-16 19.258 5-1-17 18.790
6-1-12 12.949 6-1-13 12.869 6-1-14 15.581 6-1-15 15.958 6-1-16 17.070 6-1-17 16.838
7-1-12 13.168 7-1-13 14.699 7-1-14 14.723 7-1-15 16.180 7-1-16 16.836 7-1-17 18.059
8-1-12 15.371 8-1-13 16.088 8-1-14 16.970 8-1-15 19.483 8-1-16 21.467 8-1-17

9-1-12 14.220 9-1-13 14.119 9-1-14 15.385 9-1-15 16.429 9-1-16 16.352

10-1-12 13.960  10-1-13 14.644  10-1-14 15.309  10-1-15 16.514 10-1-16 17.106

11-1-12 14570  11-1-13 16187  11-1-14 17.734  11-1-15 18.952 11-1-16 19.059

12-1-12 14373 12-1-13 14192  12-1-14 15.735  12-1-15 16.269 12-1-16 17.033

Total $166.56 $176.02 $191.01 $204.56 $213.40 $127.22

(1) Sales taxes are not pledged to the payment of the Obligations.
(2)  Collections for 10-1-11 reflect an increase of $1,162,541 in future petiod and audit collection adjustments from the prior year. Sales taxes are not

pledged to the payment of the Obligations or Taxable Bonds.

Source:  City of Austin, Budget Office
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Utility Connections

Utility Connections

Year Electric (1) Water (1) Gas (1)
2006 380,697 197,498 213,009
2007 388,620 200,956 188,101
2008 397,100 207,979 198,718
2009 407,926 209,976 208,232
2010 413,870 210,885 204,823
2011 417,865 212,752 213,365
2012 422,375 214,928 217,170
2013 430,582 217,070 216,688
2014 439,403 217,036 223,500
2015 450,479 223164 228,700
2016 461,345 227,432 223,158

(1) Based on the City’s fiscal year, which runs October 1 through September 30.

Source: Various including the City of Austin, Texas Gas Services, Atmos Energy and Centerpoint Energy.

Employment by Industry in the Austin Metropolitan Area (1)

Mining, Logging, and Construction
Manufacturing

Trade, Transportation, and Utilities
Information

Financial Activities

Professional and Business Setrvices
Education and Health Services
Leisure and Hospitality

Other Services

Government

Total nonfarm employment

2012 2013 2014 2015 2016

% of % of % of % of % of

total total total total total
44,000 5.10% 47,400 5.20% 52,900 5.60% 56,800 5.80% 60,300 5.90%
56,700 6.50% 58,200 6.40% 56,200 5.90% 54,900 5.60% 56,300 5.50%
153,000 17.60% 161,400 17.80% 165,900 17.50% 173,800 17.60% 176,800 17.40%
23,800 2.70% 24,900 2.70% 26,700 2.80% 28,000 2.80% 28,900 2.80%
48,300 5.60% 50,700 5.60% 53,000 5.60% 55,400 5.60% 57,700 5.70%
134,200 15.40% 144,600 15.90% 154,900 16.40% 165,000 16.70% 171,100 16.80%
100,600 11.60% 104,400 11.50% 109,100 11.50% 114,300 11.60% 118,600 11.60%
97,200 11.20% 101,600 11.20% 108,600 11.50% 118,100 12.00% 123,200 12.10%
39,600 4.60% 41,200 4.50% 42,400 4.50% 42,500 4.30% 44,700 4.40%
171,700 19.80% 172,900 19.10% 175,700 18.60% 177,800 18.00% 181,200 17.80%
869,100 100.00% 907,300 100.00% 945,400 100.00% 986,600 100.00% 1,018,800  100.00%

(1) Austin-Round Rock MSA includes Travis, Bastrop, Caldwell, Hays and Williamson Counties. Information is
updated periodically; data contained in this document is the latest provided. Based on calendar year.
Source: U.S. Bureau of Labor Statistics. Non-seasonally adjusted.
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Average Annual Unemployment Rate

Average Annual Unemployment Rate

12.0%

10.0°%

8.0%

6.0% - —— Austin MSA
) = Texas

4.0% = UsA

2.0%

0.0% +

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Souzce: Texas Workforce Commision, non seasonally adjusted.

Austin MSA Texas US.A.

2007 3.6% 4.3% 4.6%
2008 4.3% 4.8% 5.8%
2009 6.9% 7.6% 9.3%
2010 7.0% 8.1% 9.6%
2011 6.6% 7.8% 8.9%
2012 5.7% 6.7% 8.1%
2013 51% 6.2% 7.4%
2014 4.2% 5.1% 6.2%
2015 3.4% 4.5% 5.3%
2016 3.5% 4.9% 4.8%
2017M 3.4% 4.6% 4.4%

Note:  Information is updated periodically; data contained in this document is latest provided.

Source: Texas Labor Market Review, Texas Workforce Commission.

(1) As of June 2017.
Housing Units

Rental rates in the City averaged $1.41 per square foot, with an occupancy rate of 93.3% as of June 2017, per Capitol
Market Research.

Residential Sales Data

Year Number of Sales  Total Volume (§)  Average Price ($)

2008 22,068 5,369,952,456 243,300
2009 20,407 4,830,082,305 236,700
2010 19,547 4,819,525,215 246,600
2011 21,034 5,281,953,406 251,100
2012 25,198 6,706,091,541 266,100
2013 29,970 8,601,985,078 287,000
2014 30,150 9,269,541,100 307,400
2015 31,560 10,462,239,995 331,500
2016 32,955 11,450,827,153 347,500
2017 (1) 16,888 6,234,521,201 365,700

Source: Real Estate Center at Texas A&M University.
(1) As of June 2017
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City-Wide Austin Office Occupancy Rate

Year Occupancy Rate
2008 80.6%
2009 77.7%
2010 80.0%
2011 82.7%
2012 86.8%
2013 89.2%
2014 90.9%
2015 90.9%
2016 91.8%
2017 (1) 89.5%

(1) As of June 2017.
Source: Cushman & Wakefield.
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INDEPENDENT AUDITORS’ REPORT

The Honorable Mayor and
Members of the City Council,
City of Austin, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City of Austin, Texas (the
“City”), as of and for the year ended September 30, 2016, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States
of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit.
We did not audit the financial statements of discretely presented component units which
represents 100% of the assets and net position, and 99.8% of revenues of the discretely
presented component units. Those statements were audited by other auditors whose
reports, one of which (Austin Bergstrom Landhost Enterprises) contains an emphasis of
matter paragraph related to a going concern issue, have been furnished to us, and our
opinion, insofar as it relates to the amounts included for the discretely presented component
units, is based solely on the reports of the other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of



significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinions.

Opinions

In our opinion, based on our audit and the reports of other auditors, the financial
statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information
of the City of Austin, Texas, as of September 30, 2016, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis, the General Fund - Schedule of Revenues,
Expenditures, and Changes in Fund Balances - Budget and Actual - Budget Basis, the
Retirement Plans — Trend Information, and the Other Postemployment Benefits — Trend
Information, as listed in the table of contents, be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it
to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We and other auditors have applied
certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing
the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Lebaitte & Jsuche 1LFP
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Management’s Discussion and Analysis City of Austin, Texas
September 30, 2016

The Management’s Discussion and Analysis (MD&A) section of the City of Austin’s (the City) Comprehensive Annual Financial
Report presents a narrative overview and analysis of the financial activities of the City for the fiscal year ended September 30,
2016.

The financial statements have been prepared in accordance with generally accepted accounting principles (GAAP) for local
governments as prescribed by the Governmental Accounting Standards Board (GASB). The City has implemented GASB
Statements No. 1 through No. 73, No. 76, No. 79, and No. 82.

FINANCIAL HIGHLIGHTS

Government-wide financial statements

The assets of the City exceeded its liabilities at the end of the fiscal year 2016, resulting in $4.3 billion of net position. Net position
associated with governmental activities is approximately $0.6 billion, or 14.7% of total net position, while the net position
associated with business-type activities is approximately $3.7 billion, or 85.3% of the total net position of the City. The largest
portion of net position consists of net investment in capital assets, which is $4 billion, or 92.1% of total net position.

The City’s unrestricted net position is a deficit of $474.3 million. Unrestricted net position for governmental activities is a deficit of
$1.2 billion, while unrestricted net position for business-type activities is approximately $737.2 million, or 20% of total business-
type net position. The deficit in governmental unrestricted net position is largely due to the net pension liability of $1.1 billion and
other postemployment benefits payable of $537.8 million.

During fiscal year 2016, total net position for the City of Austin increased $222.8 million or 5.5%. Of this amount, governmental
activities decreased $29.1 million, or 4.4% from the previous year and business-type activities increased $252 million, or 7.4%.

Total revenues for the City increased $255.2 million; revenues for governmental activities increased $106.4 million; revenues for
business-type activities increased $148.8 million. Total expenses for the City increased $216.3 million; expenses for governmental
activities increased $168.3 million; expenses for business-type activities increased $48 million.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements, consisting of three
components:

o government-wide financial statements,

« fund financial statements, and

e notes to the financial statements.
This report also contains required supplementary information in addition to the basic financial statements.

a -- Government-wide financial statements
The government-wide financial statements are designed to provide readers with a broad overview of the City’s finances, in a
manner comparable to a private-sector business. The two government-wide financial statements are, as follows:

o The Statement of Net Position presents information on all of the City’s assets, deferred outflows of resources, liabilities, and
deferred inflows of resources, with the difference reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the City of Austin is improving or deteriorating.

o The Statement of Activities presents information showing how the City’s net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless of
the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only result
in cash flows in future fiscal periods, such as revenues for uncollected taxes and expenses for future general obligation debt
payments. The statement includes the annual depreciation for infrastructure and governmental assets.

Both of the government-wide financial statements distinguish functions of the City that are principally supported by taxes and
intergovernmental revenues (governmental activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The governmental activities of the City include general
government; public safety; transportation, planning and sustainability; public health; public recreation and culture; and urban
growth management. The business-type activities include electric, water, wastewater, airport, convention, environmental and
health services, public recreation, and urban growth management.
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OVERVIEW OF THE FINANCIAL STATEMENTS, continued

The government-wide financial statements include the City as well as blended component units: the Austin Housing Finance
Corporation (AHFC), the Austin Industrial Development Corporation (AIDC), Mueller Local Government Corporation (MLGC),
Austin-Bergstrom International Airport (ABIA) Development Corporation, and the Urban Renewal Agency (URA). The operations
of AHFC, AIDC, MLGC, ABIA, and URA are included within the governmental activities of the government-wide financial
statements. AHFC is reported as the Housing Assistance Fund. Although legally separate from the City, these component units
are blended with the City because of their governance or financial relationships to the City.

The government-wide financial statements also include three discretely presented component units: Austin-Bergstrom Landhost
Enterprises, Inc. (ABLE), Austin Convention Enterprises, Inc. (ACE), and Waller Creek Local Government Corporation (WCLGC).
These entities are legally separate entities that do not meet the GASB reporting requirements for inclusion as part of the City’s
operations; therefore, data from these units are shown separately from data of the City. More information on these entities can be
found in the notes to the financial statements, including how to get a copy of separately audited financial statements for ACE and
ABLE. WCLGC activities are recorded in the City’s financial system and City staff prepares the financial reports for this entity.

b -- Fund financial statements

The fund financial statements are designed to report information about groupings of related accounts used to maintain control over
resources that have been segregated for specific activities or objectives. The City, like other state and local governments, uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the City can be
divided into the following three categories: governmental, proprietary, and fiduciary funds. Within the governmental and
proprietary categories, the emphasis is on the major funds.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. Most of the City’s basic services are reported in governmental funds.
These funds focus on current sources and uses of liquid resources and on the balances of available resources at the end of the
fiscal year. This information may be useful in determining what financial resources are available in the near term to finance the
City’s future obligations.

Because the focus of governmental fund level statements is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented in the government-wide
statements. In addition to the governmental funds balance sheet and statement of revenues, expenditures, and changes in fund
balance, separate statements are provided that reconcile between the government-wide and fund level financial statements.

The City’s General Fund is reported as a major fund and information is presented separately in the governmental fund balance
sheet and statement of revenues, expenditures, and changes in fund balances. In addition, the City maintains several individual
governmental funds organized according to their type (special revenue, debt service, capital projects, and permanent funds). Data
from these governmental funds are combined into a single column labeled nonmajor governmental funds. Individual fund data for
the funds is provided in the form of combining statements in the supplementary section of this report.

Proprietary funds. Proprietary funds are generally used to account for services for which the City charges customers — either
outside customers or internal units or departments of the City. Proprietary fund statements provide the same type of information
shown in the government-wide financial statements, only in more detail. The City maintains the following two types of proprietary
funds:

e Enterprise funds are used to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses enterprise funds to account for the operations of three of the City’s major funds,
Austin Energy™, Austin Water Utility, and Austin-Bergstrom International Airport (Airport), as well as the nonmajor
enterprise funds.

e Internal Service funds are used to report activities that provide supplies and services for many City programs and
activities. The City’s internal service funds include: Capital Projects Management; Combined Transportation, Emergency
and Communications Center (CTECC); Employee Benefits; Fleet Maintenance; Information Systems; Liability Reserve;
Support Services; Wireless Communication; and Workers’ Compensation. Because these services predominantly benefit
governmental operations rather than business-type functions, they have been included in governmental activities in the
government-wide financial statements.
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OVERVIEW OF THE FINANCIAL STATEMENTS, continued

The nonmajor enterprise funds and the internal service funds are combined into separately aggregated presentations in the
proprietary fund financial statements. Individual fund data for the funds are provided in the form of combining statements in the
supplementary section of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties outside City government. Since
the resources of fiduciary funds are not available to support the City’s own programs, they are not reflected in the government-
wide financial statements. The accounting policies applied to fiduciary funds are much like those used for proprietary funds.

Comparison of government-wide and fund financial components. The following chart compares how the City’s funds are
included in the government-wide and fund financial statements:
Fund Types/Other

Government-wide Fund Financials

General Fund

Special revenue funds

Debt service funds

Capital projects funds

Permanent funds

Internal service funds

Governmental capital assets, including
infrastructure assets

Governmental liabilities not expected to be
liquidated with available expendable
financial resources

Austin Energy

Austin Water Utility

Airport

Convention

Environmental and health services

Public recreation

Urban growth management

Fiduciary funds

Governmental
Governmental
Governmental
Governmental
Governmental
Governmental
Governmental

Governmental

Business-type
Business-type
Business-type
Business-type
Business-type
Business-type
Business-type
Excluded

Governmental - Major
Governmental - Nonmajor
Governmental - Nonmajor
Governmental - Nonmajor
Governmental - Nonmajor
Proprietary

Excluded

Excluded

Proprietary - Major
Proprietary - Major
Proprietary - Major
Proprietary — Nonmaijor
Proprietary — Nonmajor
Proprietary — Nonmajor
Proprietary — Nonmajor
Fiduciary

Discrete component units Discrete component units Excluded

Basis of reporting -- The government-wide statements and fund-level proprietary statements are reported using the flow of
economic resources measurement focus and the full accrual basis of accounting. The governmental fund financial statements are
reported using the current financial resources measurement focus and the modified accrual basis of accounting.

¢ -- Notes to the financial statements
The notes to the financial statements provide additional information that is essential to fully understanding the data provided in the
government-wide and fund financial statements.

d -- Other information

The Required Supplementary Information (RSI) section immediately follows the basic financial statements and related notes
section of this report. The City adopts an annual appropriated budget for the General Fund plus nine separately budgeted
activities, all of which comprise the General Fund for GAAP reporting. RSI provides a comparison of revenues, expenditures and
other financing sources and uses to budget and demonstrates budgetary compliance. In addition, trend information related to the
City’s retirement and other postemployment benefits plans is presented in RSI. Following the RSI are other statements and
schedules, including the combining statements for nonmajor governmental and enterprise funds, internal service funds, and
fiduciary funds.
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FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS

a -- Net position
The following table reflects a summary statement of net position compared to prior year:

Condensed Statement of Net Position
as of September 30
(in thousands)

Governmental Business-Type
Activities Activities Total
2016 2015 2016 2015 2016 2015

Current assets $ 620,994 688,543 1,451,381 1,339,775 2,072,375 2,028,318
Capital assets 2,898,442 2,792,395 7,692,806 7,446,085 10,591,248 10,238,480
Other noncurrent assets 138,151 1,488 1,797,435 1,644,741 1,935,586 1,646,229
Total assets 3,657,587 3,482,426 10,941,622 10,430,601 14,599,209 13,913,027
Deferred outflows of resources 393,054 167,627 413,338 313,209 806,392 480,836
Current liabilities 333,146 324,557 532,423 489,483 865,569 814,040
Noncurrent liabilities 3,077,582 2,661,982 6,002,049 5,923,535 9,079,631 8,585,517
Total liabilities 3,410,728 2,986,539 6,534,472 6,413,018 9,945,200 9,399,557
Deferred inflows of resources 7,009 1,464 1,142,181 904,455 1,149,190 905,919
Net position:

Net investment in capital assets 1,719,704 1,645,359 2,250,698 2,223,964 3,970,402 3,869,323

Restricted 124,695 133,984 690,459 642,052 815,154 776,036

Unrestricted (deficit) (1,211,495) (1,117,293) 737,150 560,321 (474,345) (556,972)
Total net position $ 632,904 662,050 3,678,307 3,426,337 4,311,211 4,088,387

In the current fiscal year, total assets increased $686.2 million and deferred outflows of the City increased by $325.6 million. Total
liabilities increased $545.6 million and deferred inflows increased by $243.3 million. Governmental-type total assets increased by
$175.2 million and business-type increased by $511 million, while governmental-type liabilities increased by $424.2 million and
business-type increased by $121.5 million.

The most significant increase in governmental total assets resulted from an increase in capital assets of $106 million as the City
continues to build out projects from the 2006 and 2012 bond programs. Factors in the increase of governmental-type liabilities
include increases in the bonds payable of $77.3 million, related to the 2006 ($43.2 million) and 2012 ($61.8 million) bond programs
along with increases in the net pension liability of $281.2 million and other postemployment benefits payable of $53 million.

The most significant factor in the increase of business-type total assets is related to growth in capital assets of $246.7 million or
48.3% of the increase in business-type total assets. The primary factors in the increase in business-type total liabilities of $121.5
million include a decrease in long term debt of $89.6 million and an increase in the net pension liability of $189 million.

As noted earlier, net position may serve as a useful indicator of a government’s financial position. For the City, assets and
deferred outflows of resources exceeded liabilities and deferred inflows of resources by $4.3 billion at the end of the current fiscal
year. However, the largest portion of the City’s net position is represented in the net investment in capital assets (e.g. land,
buildings, and equipment offset by related debt), which is $4 billion, or 92.1% of the total amount of the City’s net position. The
City uses these capital assets to provide services to citizens. Capital assets are generally not highly liquid; consequently, they are
not considered future available resources. Although the City’s investment in its capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources since the capital assets
themselves cannot be liquidated for these liabilities.

An additional portion, $815.2 million of the City’s net position, represents resources that are subject to external restrictions on how
they may be used in the future. The remaining balance is a deficit of $474.3 million of unrestricted net position. Unrestricted net
position decreased $82.6 million in the current fiscal year.

At the end of the current fiscal year, the City is able to report positive balances in all three categories of net position for business-
type activities. However, governmental activities as well as the government as a whole report a deficit of $1.2 billion and $474.3
million for unrestricted net position, respectively.
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FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS, continued

b -- Changes in net position

Program revenues:
Charges for services
Operating grants and contributions
Capital grants and contributions
General revenues:
Property tax
Sales tax
Franchise fees and gross receipts tax
Interest and other
Special item - land sale
Total revenues

Program expenses:
General government
Public safety
Transportation, planning, and sustainability
Public health
Public recreation and culture
Urban growth management
Interest on debt
Electric
Water
Wastewater
Airport
Convention
Environmental and health services
Public recreation
Urban growth management

Total expenses

Excess (deficiency) before transfers
Transfers
Increase (decrease) in net position

Beginning net position, as previously reported

Restatement adjustment
Beginning net position, as restated
Ending net position

Condensed Statement of Changes in Net Position

September 30
(in thousands)

Governmental Business-Type
Activities Activities Total

2016 2015 2016 2015 2016 2015
$ 182,045 160,708 2,411,212 2,296,132 2,593,257 2,456,840
47,430 45,470 739 1,039 48,169 46,509
95,486 70,484 144,139 110,580 239,625 181,064
507,485 476,439 - - 507,485 476,439
212,634 204,029 - - 212,634 204,029
147,773 141,368 - - 147,773 141,368
41,708 21,951 10,936 10,498 52,644 32,449
4,309 11,983 -- -- 4,309 11,983
1,238,870 1,132,432 2,567,026 2,418,249 3,805,896 3,550,681
177,302 131,993 - - 177,302 131,993
657,846 601,112 - - 657,846 601,112
66,739 77,349 - - 66,739 77,349
100,195 85,326 - - 100,195 85,326
147,191 134,567 - - 147,191 134,567
179,081 135,386 - - 179,081 135,386
61,500 55,855 - - 61,500 55,855
- - 1,226,585 1,203,729 1,226,585 1,203,729
- - 244,907 294,624 244,907 294,624
- - 237,450 219,320 237,450 219,320
- - 135,860 120,015 135,860 120,015
- - 63,796 65,657 63,796 65,657
- - 102,994 97,690 102,994 97,690
- - 8,266 8,824 8,266 8,824
-- -- 173,360 135,360 173,360 135,360
1,389,854 1,221,588 2,193,218 2,145,219 3,583,072 3,366,807
(150,984) (89,156) 373,808 273,030 222,824 183,874
121,838 70,865 (121,838) (70,865) -- --
(29,146) (18,291) 251,970 202,165 222,824 183,874
662,050 1,308,194 3,426,337 3,328,362 4,088,387 4,636,556
-- (627,853) -- (104,190) -- (732,043)
662,050 680,341 3,426,337 3,224,172 4,088,387 3,904,513
$ 632,904 662,050 3,678,307 3,426,337 4,311,211 4,088,387

Total net position of the City increased by $222.8 million in the current fiscal year. Governmental net position decreased by $29.1
million. The decrease is attributable to expenses exceeding revenues by $150.9 million before transfers from other funds of $121.8
million. Business-type net position increased by $252 million due to revenues exceeding expenses by $373.8 million, before

transfers to other funds of $121.8 million.

The beginning balance of fiscal year 2015 was restated for the implementation of GASB Statement No. 68, Accounting and
Financial Reporting for Pensions an amendment of GASB Statement No. 27.
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FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS, continued

¢ -- Program revenues and expenses -- governmental activities
Governmental activities decreased the City’s net position by $29.1 million in fiscal year 2016, a 4.4% decrease of governmental
net position from the previous year. Key factors for the change from fiscal year 2015 to 2016 are as follows:

e The City’s property tax revenue increased by $31 million from the previous year due to an increase in assessed property
values of $12 billion, while the property tax rate per $100 of valuation decreased from 0.4809 to 0.4589.

e  Sales tax collections and franchise fees for the year were $8.6 million and $6.4 million, respectively, more than the prior
year as result of the continued improvement in the Austin economy.

e The City sold a piece of land for $4.3 million, which is reported as a special item. See Note 1 for more details.

e Public safety expenses, urban growth management, and general government expenses increased $56.7 million, $43.7
million, and $45.3 million, respectively, primarily due to increases in salaries and contractual expenditures. This increase
in salaries can be attributed to an additional 157 full time equivalents and general wage increases, whereas the increase
in contractual expenditures can be attributed to rising information technology costs.

The chart below illustrates the City’s governmental expense and revenues by function: general government; public safety;
transportation, planning and sustainability; public health; public recreation and culture; urban growth management; and interest on
debt.

Government-wide Program Expenses and Revenues — Governmental Activities
(in thousands)
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FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS, continued

General revenues such as property taxes, sales taxes, and franchise fees are not shown by program, but are used to support all
governmental activities. Property taxes are the largest source of governmental revenues, followed by sales taxes and charges for
goods and services.

Government-wide Revenues by Source -- Governmental Activities
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and gross
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d -- Program revenues and expenses -- business-type activities
Business-type activities increased the City’s net position by approximately $252 million, accounting for a 7.4% increase in the
City’s total net position. Key factors include:

Austin Energy net position increased approximately $77.8 million. This increase is consistent with prior year results.
Operating revenues increased slightly primarily due to an increase in regulatory revenue and operating expenses
increased primarily due to transmission costs.

Austin Water Utility net position increased approximately $115.1 million. Revenues increased 11.5% largely due to a
combined utility rate increase of 4.9% for fiscal year 2016. Expenses decreased by 6.1% due to a decrease in expenses
resulting from accounting for regulated operations.

Airport net position increased approximately $29 million. Revenues increased 8% due to an increase in passenger traffic
and higher rental and landing fees. Passenger traffic increased 6.7% over the previous year. Expenses increased 13.2%
due to an increase in operating and maintenance costs.

Convention Center net position increased approximately $11 million. Revenues and transfers from the Hotel Occupancy
and Vehicle Rental Tax Funds increased 11.4% due to additional hotels put in service causing an increase in total room
nights as well as growth of large events, including the Formula 1 event and South by Southwest. Expenses stayed
relatively flat in fiscal year 2016.

Environmental and health services activities are comprised of the Austin Resource Recovery nonmajor enterprise fund.
Net position increased approximately $0.2 million. Revenues increased by 7.1% due mainly to an increase in the Clean
Community Fee of $0.25 per residential account and $3.50 per commercial customer account and an increase to the
base customer charge of $1.70. Expenses increased by 5.4% due mainly to an increase in operations and support
services costs.

Urban growth management activities are comprised of nonmajor enterprise funds that include the Drainage Fund and
Transportation Fund. Net position increased by approximately $19 million. Drainage revenues increased by 7.7%
primarily due to a newly restructured monthly Drainage Utility Fee as well as residential growth. Drainage expenses
increased 8.9% due to an increase in operations and support services costs. Transportation revenues increased
approximately 20.7% primarily due to an increase in the Transportation User Fee of $1.52 per single-family home and a
20% increase in the downtown parking hourly rate. Transportation expenses increased 33.4% due to an increase in
operations and support services costs.
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FINANCIAL ANALYSIS OF THE GOVERNMENT-WIDE STATEMENTS, continued

As shown in the following chart, Austin Energy (electric), with expenses of $1.2 billion is the City’s largest business-type activity,
followed by water with $244.9 million, wastewater with $237.5 million, urban growth management with $173.4 million, airport with
$135.9 million, environmental and health services with $103 million, convention with $63.8 million, and public recreation with $8.3
million. For the fiscal year, operating revenues exceeded operating expenses for all business-type activities except convention
and public recreation.

Government-wide Expenses and Program Revenues -- Business-type Activities
(Excludes General Revenues and Transfers)
(in thousands)
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For all business-type activities, charges for services provide the largest percentage of revenues (93.92%), followed by capital
grants and contributions (5.62%), interest and other revenues (0.43%), and operating grants and contributions (0.03%).

Government-wide Revenue by Source — Business-type Activities
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FINANCIAL ANALYSIS OF THE GOVERNMENT’S FUND LEVEL STATEMENTS

In comparison to the government-wide statements, the fund-level statements focus on the key funds of the City. The City uses
fund accounting to ensure and demonstrate compliance with finance-related legal requirements.

a -- Governmental funds

The City reports the following types of governmental funds: the general fund, special revenue funds, debt service funds, capital
projects funds, and permanent funds. The focus of the City’s governmental funds is to provide information on near-term inflows,
outflows, and available resources. Such information is useful in assessing the City’s financing requirements. In particular,
unassigned fund balance may serve as a useful measure of a government’s net resources available at the end of the fiscal year.

At the end of the fiscal year, the City of Austin’s governmental funds reported combined ending fund balances of $483.9 million, an
increase of $65.3 million from the previous year. Approximately $1.6 million is nonspendable, $186.4 million is restricted, $42.5
million is committed, $136.5 million is assigned, and $116.9 million is unassigned.

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, the General Fund reported
nonspendable fund balance of $0.5 million, assigned fund balance of $28.7 million, and unassigned fund balance of $131.7 million.
As a measure of the General Fund’s liquidity, it may be useful to compare both unassigned fund balance and total fund balance to
total fund expenditures. Unassigned fund balance represents 14.1% of total General Fund expenditures of $932.2 million, and
total fund balance represents 17.3% of expenditures. The City’s financial policies provide that surplus fund balance be identified
for budget stabilization. This amount is a component of unassigned fund balance. The fund balance identified for budget
stabilization was $70.9 million. The balance identified for budget stabilization may be appropriated to fund capital or other one-
time expenditures in the subsequent fiscal year, but such appropriation will not normally exceed one-third of the total identified
amount, with the other two-thirds identified for budget stabilization in future years.

The fund balance of the General Fund decreased $16.2 million during the fiscal year. Significant differences from the previous
year include:

e  Property tax revenues increased $25.3 million due to an increase in assessed property values.

e  Sales tax revenues increased $8.6 million, and licenses, permits, and inspections increased $8.5 million.

e The City sold a piece of land for $4.3 million, which is reported as a special item. See Note 1 for more details.

General Fund expenditures increased $53.4 million, due primarily to increases in the following areas: general government ($16.5
million), public safety ($12.6 million), public health ($10.9 million), and urban growth management ($6.7 million). These increases
are primarily due to the addition of 200 FTEs, wage increases, and contractual expenses.

b -- Proprietary funds

The City’s proprietary funds provide the same type of information found in the business-type activities of the government-wide
financial statements, but in more detail. Overall, net position of the City’s enterprise funds increased by $248.2 million before
consolidation of the internal service funds activities.

Factors that contributed to the increase in net position are discussed in the business-type activities section of the government-wide
section.

OTHER INFORMATION

a -- General Fund budgetary highlights

The original revenue budget of the General Fund was not amended during fiscal year 2016. The original expenditure budget of the
General Fund was amended during fiscal year 2016 to increase expenditures due to additional public safety support for the Spring
Festival Season ($1.5 million), increase in childcare services for families in the Passage Program ($160 thousand), and to PARD
to hire temporary and seasonal staff for the 2016 summer swim season ($418 thousand). These amounts were appropriated from
the Budget Stabilization Reserve.

During the year, revenues were $9 million more than budgeted. Tax collections were $2.3 million more than budgeted due to a
higher collection rate of 99.4% above the budgeted 98.5% collection rate; licenses, permits and inspections were $5.7 million more
than budgeted due to higher fees, and larger than anticipated inspection volume; and charges for services/goods were $3.1 million
more than budgeted due to higher collection of Emergency Medical Services fees.

12



Management’s Discussion and Analysis City of Austin, Texas
September 30, 2016 (Continued)

OTHER INFORMATION, continued

Actual budget-basis expenditures were $5.4 million less than budgeted. Fire exceeded budget by $3.6 million as a result of sworn
overtime as a result of sworn vacancies and retirements. All other departments were under budget. The total budget-basis fund
balance at year-end was $157.4 million.

b -- Capital assets

The City’s capital assets for governmental and business-type activities as of September 30, 2016, total $10.6 billion (net of
accumulated depreciation and amortization). Capital assets include buildings and improvements, equipment, vehicles, electric
plant, non-electric plant, nuclear fuel, water rights, infrastructure, land, construction in progress, and plant held for future use. The
total increase in the City’s capital assets for the current fiscal year was $352.8 million, with an increase of 3.8% for governmental
activities and an increase of 3.3% for business-type activities. Additional information on capital assets can be found in Note 5.
Capital asset balances are as follows:

Capital Assets, Net of Accumulated Depreciation
and Amortization
(in millions)

Governmental Business-Type
Activities Activities Total

2016 2015 2016 2015 2016 2015
Building and improvements $ 551 550 1,776 1,649 2,327 2,199
Plant and equipment 74 77 2,321 2,306 2,395 2,383
Vehicles 50 47 81 82 131 129
Electric plant - - 2,222 2,219 2,222 2,219
Non-electric plant - - 144 138 144 138
Nuclear fuel - - 47 47 47 47
Water rights - - 83 84 83 84
Infrastructure 1,581 1,451 - - 1,581 1,451
Land and improvements 374 368 651 594 1,025 962
Construction in progress 241 272 341 300 582 572
Plant held for future use - - 23 23 23 23
Other assets not depreciated 27 27 4 4 31 31
Total net capital assets $ 2,898 2,792 7,693 7,446 10,591 10,238

Major capital asset events during the current fiscal year include the following:

e Governmental capital assets increased $106 million primarily due to additions of new facilities and improvements to
existing facilities. Significant additions and improvements were also made including acquisitions of parkland, upgrades to
information technology equipment, pedestrian facility improvements, and street reconstructions across the City.
Construction on the new Central Library and Waller Creek Tunnel has progressed throughout the fiscal year.

e Business-type activities purchased, constructed or received capital asset contributions of $246.7 million. Asset additions
included a $151 million of Airport assets with the October 2015 opening of the Consolidated Rental Car Facility
(CONRAC) and continued work on terminal and apron expansion projects. Additionally, the Drainage Fund continued to
acquire properties at risk of flooding in Onion Creek.
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OTHER INFORMATION, continued

¢ -- Debt administration
At the end of the current fiscal year, the City reported $6.2 billion in outstanding debt. The table below reflects the outstanding
debt at September 30. Additional information can be found in Note 6.

Outstanding Debt
General Obligation and Revenue Debt

(in millions)
Governmental Business-Type
Activities Activities Total
2016 2015 2016 2015 2016 2015
General obligation bonds and
other tax supported debt, net $ 1,376 1,298 136 133 1,512 1,431
Commercial paper notes, net - - 130 200 130 200
Revenue bonds, net -- -- 4 579 4,601 4579 4,601
Capital lease obligations -- -- 1 1 1 1
Total $ 1,376 1,298 4,846 4,935 6,222 6,233

During fiscal year 2016, the City’s total outstanding debt decreased by $12.3 million. The City issued new debt, used cash to
defease debt and refinanced portions of existing debt to achieve lower borrowing costs. Debt issues include the following:

e Bond debt for governmental activities increased by $77.3 million. The resulting net increase is a combination of the
issuance of $315.8 million in new debt to be used primarily for facility improvements, streets and signals, drainage
improvements, watershed home buyouts, central library, parks and recreation, capital equipment, transportation projects,
affordable housing and the Waller Creek Tunnel project, offset by debt payments during the year.

e Outstanding debt for business-type functions decreased by $89.6 million. The City issued $247.8 million in Water and
Wastewater System separate lien revenue refunding bonds to refund separate lien debt, offset by debt payments during
the year and the defeasance of $13.6 million in Water and Wastewater combined utility system revenue bonds and
separate lien bonds.

The City’'s commercial paper ratings are related to the ratings of the liquidity providers associated with those obligations;
commercial paper ratings were unchanged in the current fiscal year. All other bond ratings were unchanged. Ratings of the City’s
obligations for various debt instruments at September 30, 2016 and 2015 were as follows:

Moody’s Investors Standard
Debt Service, Inc. & Poor’s Fitch, Inc.
2016 2015 2016 2015 2016 2015

General obligation bonds and other

tax supported debt Aaa Aaa AAA AAA AAA AAA
Commercial paper notes - tax exempt P-1 P-1 A-1 A-1 F1 F1
Commercial paper notes - taxable P-1 P-1 A-1 A-1 F1 F1
Utility revenue bonds - prior lien Aa1 Aa1 AA+ AA+ AA AA
Utility revenue bonds - subordinate lien Aa2 Aa2 AA AA AA- AA-
Utility revenue bonds - separate lien:

Austin Energy A1 A1 AA- AA- AA- AA-
Austin Water Utility Aa2 Aa2 AA AA AA- AA-
Airport system revenue bonds A1 A1 A A NUR (1) NUR (1)
Convention Center revenue bonds Aa3 Aa3 AA- AA- NUR (1) NUR (1)

Convention Center revenue bonds -
subordinate A1 A1 A A NUR (1) NUR (1)

(1) No underlying rating
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Management’s Discussion and Analysis City of Austin, Texas
September 30, 2016 (Continued)

OTHER INFORMATION, continued

d -- Economic factors and next year’s budget and rates

Austin’s diverse economic base and national reputation as a great place to work and live continues to attract new employers and
talented individuals to the area. Both the Austin and the Texas economies continue to expand at rates slightly above the national
economy. The City’s primary economic drivers, the technology sector, business startups and growth of entrepreneurial business,
and tourism, are expected to continue to generate job growth. In addition the opening of a new medical school in 2016 and
teaching hospital in 2017 are expected to spur growth in the life sciences sector of the economy. As a result, employment growth
of 3% to 3.4% is expected over the next two years. All sectors of the real estate market are performing well.  Although home
sales have slowed a bit from the aggressive market conditions of the last several years, more than 29,000 homes were sold in the
Metropolitan Statistical Area setting a record for annual single-family home sales. In 2016 sales tax revenue increased 4.2%
following a 7.7% increase in 2015, another indicator that the economy is slowing to more normal and sustainable levels. For 2017,
the rate of growth in sales tax collections is expected to be 5%. Overall the Austin economy is expected to continue to grow at a
steady pace barring any events at the national or international level that would have an adverse impact.

The City’s 2017 budget was developed in a manner true to the City Manager’s unwavering commitment to openness,
transparency, and public engagement. Input from City Council, City employees, and citizens played a major role in the
development of a variety of structural applications designed to positively affect our City’s fiscal sustainability over the long term
and present a balanced budget for City Council’s review. The Austin City Council has adopted a comprehensive set of financial
policies to provide the foundation for long-range financial sustainability. These financial policies are directly aligned with the
Council’s priority of budget stability while at the same time maintaining affordability and investing in future economic development,
infrastructure needs, and quality of life. These policies are also crucial in maintaining the City’s favorable bond ratings. City
management continues to monitor the economy and take corrective actions to help mitigate any unfavorable economic events.

The taxable property values within the City increased by 14.1% in 2016 for fiscal year 2017. The property tax rate for fiscal year
2017 is 44.18 cents per $100 valuation, down from 45.89 cents per $100 valuation in 2016. The tax rate consists of 33.99 cents for
the General Fund and 10.19 cents for debt service. Each 1 cent of the 2016 (fiscal year 2017) property tax rate is equivalent to
$12,614,658 of tax levy, as compared to $11,052,603 in the previous year. In fiscal year 2017, Austin Water Utility will implement a
3% combined system-wide rate increase. Under an agreement approved by the City Council in August 2016, electric base rates
for most customers were reduced effective January 2017.

e -- Requests for Information

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors with a general overview of
the City’s finances and to demonstrate the City’s accountability for the money it receives. If you have questions about this report
or need additional financial information, contact the Financial Services Department of the City of Austin, P.O. Box 2920, Austin,
Texas 78768, or (512) 974-2600 or on the web at: https://www.austintexas.gov.
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Statement of Net Position

City of Austin, Texas

September 30, 2016 Exhibit A-1
(In thousands)
Governmental Business-type Component
Activities Activities Total (1) Units
ASSETS
Current assets:
Cash $ 64 61 125 4,532
Pooled investments and cash 471,712 716,491 1,188,203 -
Pooled investments and cash - restricted 1,999 107,405 109,404 -
Total pooled investments and cash 473,711 823,896 1,297,607 -
Investments - restricted 20,470 181,427 201,897 -
Cash held by trustee - restricted 5,207 - 5,207 -
Investments held by trustee - restricted 1 - 1
Working capital advances -- 1,982 1,982 --
Property taxes receivable, net of allowance of $4,678 11,489 -- 11,489 -
Accounts receivable, net of allowance of $274,418 99,319 235,836 335,155 2,980
Receivables from other governments 11,545 -- 11,545 --
Receivables from other governments - restricted - 8,412 8,412 -
Notes receivable, net of allowance of $14,044 22,863 - 22,863 -
Internal balances (34,581) 34,581 -- -
Inventories, at cost 1,886 87,145 89,031 978
Real property held for resale 4,937 - 4,937 -
Regulatory assets, net of accumulated amortization -- 52,556 52,556 -
Prepaid expenses 1,039 9,745 10,784 538
Other receivables - restricted - 728 728 -
Other assets 3,044 15,012 18,056 -
Total current assets 620,994 1,451,381 2,072,375 9,028
Noncurrent assets:
Cash - restricted - 4,972 4,972 353
Pooled investments and cash - restricted 133,161 556,545 689,706 -
Investments - restricted - 285,824 285,824 68,278
Investments held by trustee - restricted 1,739 228,310 230,049 1,652
Cash held by trustee - restricted 1,823 -- 1,823 -
Interest receivable - restricted - 528 528 -
Depreciable capital assets, net 2,256,926 6,673,948 8,930,874 181,200
Nondepreciable capital assets 641,516 1,018,858 1,660,374 8,317
Derivative instruments - energy risk management - 1,921 1,921 -
Regulatory assets, net of accumulated amortization -- 696,309 696,309 -
Other receivables - restricted - 9,744 9,744 -
Other long-term assets 1,428 13,282 14,710 5,449
Total noncurrent assets 3,036,593 9,490,241 12,526,834 265,249
Total assets 3,657,587 10,941,622 14,599,209 274,277
Deferred outflows of resources $ 393,054 413,338 806,392 17,860
(1) After internal receivables and payables have been eliminated. (Continued)

The accompanying notes are an integral part of the financial statements.



Statement of Net Position

City of Austin, Texas

September 30, 2016 Exhibit A-1
(In thousands) (Continued)
Governmental Business-type Component
Activities Activities Total (1) Units
LIABILITIES
Current liabilities:
Accounts payable $ 40,300 84,682 124,982 10,357
Accounts and retainage payable from restricted assets 14,377 35,614 49,991 --
Accrued payroll 29,124 16,096 45,220 244
Accrued compensated absences 60,643 24,981 85,624 --
Due to other governments 24 3,809 3,833
Claims payable 24,523 - 24,523 -
Accrued interest payable from restricted assets 10 105,190 105,200 9,564
Interest payable on other debt 8,290 965 9,255 -
Bonds payable 55,506 15,010 70,516 43,321
Bonds payable from restricted assets 20,762 181,573 202,335 --
Capital lease obligations payable -- 51 51 25
Customer and escrow deposits payable from restricted assets 65,458 49,228 114,686 -
Accrued landfill closure and postclosure costs - 2,704 2,704 -
Decommissioning liability payable from restricted assets -- 7,333 7,333 --
Other liabilities 14,129 4,244 18,373 --
Other liabilities payable from restricted assets -- 943 943 --
Total current liabilities 333,146 532,423 865,569 63,511
Noncurrent liabilities, net of current portion:
Accrued compensated absences 76,039 124 76,163 --
Claims payable 24,815 -- 24,815 --
Capital appreciation bond interest payable - 70,716 70,716 -
Commercial paper notes payable, net of discount -- 129,916 129,916 --
Bonds payable, net of discount and inclusive of premium 1,299,503 4,517,988 5,817,491 260,989
Net pension liability 1,125,290 634,844 1,760,134 -
Other postemployment benefits payable 537,840 325,744 863,584 -
Capital lease obligations payable - 989 989 7
Accrued landfill closure and postclosure costs - 9,899 9,899 -
Decommissioning liability payable from restricted assets - 179,017 179,017 -
Derivative instruments - energy risk management -- 26,151 26,151 --
Derivative instruments - interest rate swaps - 70,524 70,524 -
Other liabilities 14,095 32,366 46,461 -
Other liabilities payable from restricted assets -- 3,771 3,771 --
Total noncurrent liabilities 3,077,582 6,002,049 9,079,631 260,996
Total liabilities 3,410,728 6,534,472 9,945,200 324,507
Deferred inflows of resources 7,009 1,142,181 1,149,190 --
NET POSITION
Net investment in capital assets 1,719,704 2,250,698 3,970,402 (100,740)
Restricted for:
Bond reserve - 43,458 43,458 -
Capital projects 41,920 220,214 262,134 -
Debt service 12,472 98,877 111,349 21,427
Housing activities 25,979 -- 25,979 --
Operating reserve - 46,026 46,026 -
Passenger facility charges - 72,745 72,745 --
Perpetual care:
Expendable 1 - 1 -
Nonexpendable 1,070 - 1,070 -
Renewal and replacement - 19,830 19,830 -
Strategic reserve - 189,309 189,309 -
Tourism 20,251 - 20,251 -
Other purposes 23,002 -- 23,002 --
Unrestricted (deficit) (1,211,495) 737,150 (474,345) 46,943
Total net position $ 632,904 3,678,307 4,311,211 (32,370)

(1) After internal receivables and payables have been eliminated.

The accompanying notes are an integral part of the financial statements.
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Statement of Activities

City of Austin, Texas

For the year ended September 30, 2016 Exhibit A-2
(In thousands)
Net (Expense) Revenue and
Program Revenues Changes in Net Position
Operating Capital Primary Government
Charges for Grants and Grants and Governmental Business-type Component
Functions/Programs Expenses Services Contributions  Contributions Activities Activities Total Units
Governmental activities
General government $ 177,302 15,915 21 13,729 (147,637) -- (147,637) --
Public safety 657,846 65,087 6,539 - (586,220) - (586,220) -
Transportation, planning, and sustainability 66,739 4,572 618 75,185 13,636 - 13,636 -
Public health 100,195 9,160 19,662 - (71,373) - (71,373) -
Public recreation and culture 147,191 8,781 2,402 6,502 (129,506) - (129,506) -
Urban growth management 179,081 78,530 18,188 70 (82,293) -- (82,293) --
Interest on debt 61,500 -- -- -- (61,500) -- (61,500) --
Total governmental activities 1,389,854 182,045 47,430 95,486 (1,064,893) - (1,064,893) -
Business-type activities
Electric 1,226,585 1,370,228 45 40,862 - 184,550 184,550 -
Water 244,907 301,860 -- 47,335 - 104,288 104,288 --
Wastewater 237,450 259,974 - 30,743 - 53,267 53,267 --
Airport 135,860 159,866 548 3,018 - 27,572 27,572 -
Convention 63,796 33,221 - - - (30,575) (30,575) -
Environmental and health services 102,994 103,420 118 -- -- 544 544 --
Public recreation 8,266 6,480 - 221 - (1,565) (1,565) -
Urban growth management 173,360 176,163 28 21,960 -- 24,791 24,791 --
Total business-type activities 2,193,218 2,411,212 739 144,139 -- 362,872 362,872 -
Total primary government $ 3,583,072 2,593,257 48,169 239,625 (1,064,893) 362,872 (702,021) -
Component Units 87,576 98,565 200 - - - -- 11,189
General revenues:
Property tax 507,485 - 507,485 -
Sales tax 212,634 - 212,634 -
Franchise fees and gross receipts tax 147,773 -- 147,773 --
Interest and other 41,708 10,936 52,644 23
Special item - land sale 4,309 - 4,309 -
Transfers-internal activities 121,838 (121,838) -- --
Total general revenues and transfers 1,035,747 (110,902) 924,845 23
Change in net position (29,146) 251,970 222,824 11,212
Beginning net position, as previously reported 662,050 3,426,337 4,088,387 (43,582)
Ending net position $ 632,904 3,678,307 4,311,211 (32,370)

The accompanying notes are an integral part of the financial statements.
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Governmental Funds
Balance Sheet
September 30, 2016
(In thousands)

City of Austin, Texas

ASSETS

Cash

Pooled investments and cash
Investments

Cash held by trustee - restricted
Investments held by trustee - restricted
Property taxes receivable, net of allowance
Accounts receivable, net of allowance
Receivables from other governments
Notes receivable, net of allowance
Due from other funds

Advances to other funds

Inventories, at cost

Real property held for resale

Prepaid items

Other assets

Total assets

LIABILITIES, DEFERRED INFLOWS OF
RESOURCES, AND FUND BALANCES

Accounts payable

Accrued payroll

Accrued compensated absences

Due to other funds

Due to other governments

Unearned revenue

Advances from other funds

Deposits and other liabilities

Total liabilities

Deferred inflows of resources

Fund balances

Nonspendable:
Inventories and prepaid items
Permanent funds

Restricted

Committed

Assigned

Unassigned

Total fund balances

Total liabilities, deferred inflows of
resources, and fund balances

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
$ 52 - 52
160,731 313,566 474,297
-- 20,470 20,470
-- 5,472 5,472
-- 1,740 1,740
7,885 3,604 11,489
61,065 29,012 90,077
1 11,204 11,205
199 22,664 22,863
- 15,560 15,560
- 9,516 9,516
49 - 49
-- 4,937 4,937
497 - 497
58 2,986 3,044
230,537 440,731 671,268
21,578 16,851 38,429
23,630 111 23,741
162 -- 162
204 15,560 15,764
- 20 20
- 4,106 4,106
861 8,583 9,444
5,830 65,502 71,332
52,265 110,733 162,998
17,283 7,068 24,351
546 - 546
- 1,070 1,070
- 186,395 186,395
- 42,508 42,508
28,700 107,833 136,533
131,743 (14,876) 116,867
160,989 322,930 483,919
$ 230,537 440,731 671,268

The accompanying notes are an integral part of the financial statements.
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Governmental Funds

Reconciliation of the Governmental Funds Balance Sheet
to the Statement of Net Position

September 30, 2016

(In thousands)

City of Austin, Texas
Exhibit B-1.1

Total fund balances - Governmental funds

Amounts reported for governmental activities in the statement of
net position are different because:

Capital assets used in governmental activities are not financial resources, and therefore,

are not reported in the funds.

Governmental capital assets
Less: accumulated depreciation

Other long-term assets and certain revenues are not available as current-period
resources and are not reported in the funds.

Other assets

Deferred outflows represent the consumption of net position that are applicable
to a future reporting period.
Deferred outflow of resources

Long-term liabilities are not payable in the current period and are not reported
in the funds.

Compensated absences

Interest payable

Bonds and other tax supported debt payable, net
Net pension liability

Other postemployment benefits payable

Other liabilities

Deferred inflows represent an acquisition of net position that is applicable to a future
reporting period.
Unavailable revenue
Property taxes and interest
Accounts and other taxes receivable
Pension actuarial experience deferral

Internal service funds are used by management to charge the costs of capital project
management, combined emergency communication center, employee benefits, fleet
maintenance, information systems, liability reserve, support services, wireless
communication, and workers' compensation to individual funds.

Certain assets, deferred outflows of resources, liabilities and deferred inflows of
resources of the internal service funds are included in governmental activities in
the statement of net position.

Total net position - Governmental activities

The accompanying notes are an integral part of the financial statements.
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$ 483,919

4,465,271

(1,630,063)

2,835,208

1,428
1,428

392,923

392,923

(127,329)
(8,290)
(1,373,057)
(1,125,290)
(537,840)

)

(15,507

(3,187,313)

11,557
12,791

(7,005)

17,343

89,396

$ 632,904



Governmental Funds City of Austin, Texas
Statement of Revenues, Expenditures, and Changes in Fund Balances Exhibit B-2
For the year ended September 30, 2016

(In thousands)

Nonmajor Total
General Governmental Governmental
Fund Funds Funds
REVENUES
Property taxes $ 383,550 125,554 509,104
Sales taxes 212,634 -- 212,634
Franchise fees and other taxes 47,855 99,918 147,773
Fines, forfeitures and penalties 15,027 5,052 20,079
Licenses, permits and inspections 47,470 2,716 50,186
Charges for services/goods 59,062 39,849 98,911
Intergovernmental -- 56,746 56,746
Property owners' participation and contributions - 14,554 14,554
Interest and other 15,205 23,129 38,334
Total revenues 780,803 367,518 1,148,321
EXPENDITURES
Current:
General government 117,102 1,671 118,773
Public safety 569,002 7,459 576,461
Transportation, planning and sustainability 814 6,225 7,039
Public health 72,392 19,684 92,076
Public recreation and culture 105,835 10,696 116,531
Urban growth management 67,096 88,363 155,459
Debt service:
Principal - 80,859 80,859
Interest -- 61,388 61,388
Fees and commissions -- 13 13
Capital outlay-capital project funds -- 142,822 142,822
Total expenditures 932,241 419,180 1,351,421
Deficiency of revenues over
expenditures (151,438) (51,662) (203,100)
OTHER FINANCING SOURCES (USES)
Issuance of tax supported debt - 142,775 142,775
Issuance of refunding bonds -- 139,690 139,690
Bond premiums - 33,305 33,305
Payment to refunding bond escrow agent -- (159,589) (159,589)
Transfers in 157,201 91,130 248,331
Transfers out (26,246) (114,161) (140,407)
Total other financing sources (uses) 130,955 133,150 264,105
Net change in fund balances, before special items (20,483) 81,488 61,005
Special item - land sale (See Note 1) 4,309 -- 4,309
Net change in fund balances (16,174) 81,488 65,314
Fund balances at beginning of year 177,163 241,442 418,605
Fund balances at end of year $ 160,989 322,930 483,919

The accompanying notes are an integral part of the financial statements.
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Governmental Funds

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and
Changes in Fund Balances to the Statement of Activities

For the year ended September 30, 2016

(In thousands)

City of Austin, Texas
Exhibit B-2.1

Net change in fund balances - Governmental funds

Governmental funds report capital outlays as expenditures. However, in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which capital outlays exceeded depreciation
in the current period.

Capital outlay

Depreciation expense

Loss on disposal of capital assets

113,962
(113,836)
(259)

Revenues in the statement of activities that do not provide current available financial
resources are not reported as revenues in the funds.

Property taxes

Charges for services
Interest and other

Capital asset contributions

(1,619)
311
3,605
71,408

The issuance of long-term debt (e.g., bonds, leases) provides current financial resources

to governmental funds, while the repayment of the principal of long-term debt consumes

the current financial resources of governmental funds. Neither transaction, however, has
any effect on net position. Also, governmental funds report the effect of premiums,

discounts, and similar items when debt is first issued, whereas these amounts are deferred
and amortized in the statement of activities. This amount is the net effect of these differences
in the treatment of long-term debt and related items.

Issuance of long-term debt

Principal repayment on long-term debt
Issuance of refunding bonds

Refunding bond premiums

Payment to refunding bond escrow agent

(156,181)
80,859

(139,690)
(19,899)

Some expenses reported in the statement of activities do not require the use of current
financial resources, and therefore, are not reported as expenditures in governmental funds.

Compensated absences
Pensions

Other postemployment benefits
Interest and other

(4,600)
(67,450)
(52,986)

33,999

A portion of the net revenue (expense) of the internal service funds is reported with
the governmental activities.

Change in net position - Governmental activities

The accompanying notes are an integral part of the financial statements.
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159,589

$ 65,314

(133)

73,705

(75,322)

(91,037)

(1,673)

$ (29,146)



Proprietary Funds
Statement of Net Position
September 30, 2016

(In thousands)

Business-Type Activities

Austin Water

Austin Energy Utility Airport
ASSETS
Current assets:
Cash $ 21 5 3
Pooled investments and cash 351,763 117,108 10,964
Pooled investments and cash - restricted 29,477 41,043 24,497
Total pooled investments and cash 381,240 158,151 35,461
Investments - restricted 53,748 91,744 25,257
Cash held by trustee - restricted - - -
Working capital advances 1,982 - --
Accounts receivable, net of allowance 145,082 65,755 5,839
Receivables from other governments - - -
Receivables from other governments-restricted 6,044 -- 1,088
Due from other funds 622 301 --
Inventories, at cost 79,944 2,341 1,815
Regulatory assets, net of accumulated amortization 19,091 33,465 -
Prepaid expenses 9,575 22 29
Other receivables - restricted 10 689 -
Other assets 14,577 -- 435
Total current assets 711,936 352,473 69,927
Noncurrent assets:
Cash - restricted 4,972 - --
Pooled investments and cash - restricted 56,718 98,463 376,593
Advances to other funds 18,531 2,405 --
Advances to other funds - restricted - - 51
Investments - restricted 199,390 58,421 14,708
Investments held by trustee - restricted 211,692 16,618 -
Interest receivable - restricted 528 - -
Depreciable capital assets, net 2,420,254 3,177,382 712,395
Nondepreciable capital assets 189,699 371,441 165,941
Derivative instruments - energy risk management 1,921 - -
Regulatory assets, net of accumulated amortization 436,123 260,186 -
Other receivables - restricted 9,744 - -
Other long-term assets 1,111 - 12,171
Total noncurrent assets 3,550,683 3,984,916 1,281,859
Total assets 4,262,619 4,337,389 1,351,786
Deferred outflows of resources $ 141,510 129,641 54,517

The accompanying notes are an integral part of the financial statements.
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City of Austin, Texas

Exhibit C-1
Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service
Funds Total Funds
ASSETS
Current assets:
Cash 32 61 12
Pooled investments and cash 236,656 716,491 130,576
Pooled investments and cash - restricted 12,388 107,405 1,999
Total pooled investments and cash 249,044 823,896 132,575
Investments - restricted 10,678 181,427 -
Cash held by trustee - restricted - - 1,558
Working capital advances - 1,982 --
Accounts receivable, net of allowance 19,160 235,836 9,242
Receivables from other governments - - 340
Receivables from other governments-restricted 1,280 8,412 --
Due from other funds 1,732 2,655 1,005
Inventories, at cost 3,045 87,145 1,837
Regulatory assets, net of accumulated amortization - 52,556 -
Prepaid expenses 119 9,745 542
Other receivables - restricted 29 728 -
Other assets -- 15,012 --
Total current assets 285,119 1,419,455 147,111
Noncurrent assets:
Cash - restricted - 4,972 --
Pooled investments and cash - restricted 24,771 556,545 -
Advances to other funds - 20,936 42
Advances to other funds - restricted 370 421 -
Investments - restricted 13,305 285,824 -
Investments held by trustee - restricted - 228,310 -
Interest receivable - restricted - 528 -
Depreciable capital assets, net 363,917 6,673,948 62,618
Nondepreciable capital assets 201,777 1,018,858 616
Derivative instruments - energy risk management - 1,921 -
Regulatory assets, net of accumulated amortization -- 696,309 --
Other receivables - restricted - 9,744 -
Other long-term assets - 13,282 -
Total noncurrent assets 694,140 9,511,598 63,276
Total assets 979,259 10,931,053 210,387
Deferred outflows of resources 87,670 413,338 131
The accompanying notes are an integral part of the financial statements. (Continued)
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Proprietary Funds
Statement of Net Position
September 30, 2016

(In thousands)

LIABILITIES
Current liabilities:
Accounts payable
Accounts and retainage payable from restricted assets
Accrued payroll
Accrued compensated absences
Claims payable
Due to other funds
Due to other funds payable from restricted assets
Due to other governments
Accrued interest payable from restricted assets
Interest payable on other debt
Bonds payable
Bonds payable from restricted assets
Capital lease obligations payable

Customer and escrow deposits payable from restricted assets

Accrued landfill closure and postclosure costs
Decommissioning liability payable from restricted assets
Other liabilities
Other liabilities payable from restricted assets
Total current liabilities
Noncurrent liabilities, net of current portion:
Accrued compensated absences
Claims payable
Advances from other funds

Advances from other funds payable from restricted assets

Capital appreciation bond interest payable
Commercial paper notes payable, net of discount
Bonds payable, net of discount and inclusive of premium
Net pension liability
Other postemployment benefits payable
Capital lease obligations payable
Accrued landfill closure and postclosure costs
Decommissioning liability payable from restricted assets
Derivative instruments - energy risk management
Derivative instruments - interest rate swaps
Other liabilities
Other liabilities payable from restricted assets

Total noncurrent liabilities

Total liabilities

Deferred inflows of resources

The accompanying notes are an integral part of the financial statements.
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Business-Type Activities

Austin Water

Austin Energy Utility Airport
$ 72,191 4,413 2,484
4,513 17,634 8,533
6,559 3,484 1,143
10,271 5,531 1,988
- - 157
- 261 --
3,804 - 5
24,309 73,561 5,962
137 135 -
- - 24
44,405 103,078 21,940
51 - --
29,477 13,080 760
7,333 - -
899 1,130 2,215
459 -- 68
204,408 222,307 45,279
- 977 666
- 16,766 -
3,309 67,407 -
87,746 42,170 -
1,295,191 2,440,820 524,611
266,357 142,157 44,268
128,415 83,250 21,935
989 - -
179,017 - -
26,151 - -
- 23,426 32,027
32,366 - -
3,771 -- --
2,023,312 2,816,973 623,507
2,227,720 3,039,280 668,786
$ 345,351 637,424 159,119




City of Austin, Texas
Exhibit C-1

(Continued)

LIABILITIES
Current liabilities:
Accounts payable
Accounts and retainage payable from restricted assets
Accrued payroll
Accrued compensated absences
Claims payable
Due to other funds
Due to other funds payable from restricted assets
Due to other governments
Accrued interest payable from restricted assets
Interest payable on other debt
Bonds payable
Bonds payable from restricted assets
Capital lease obligations payable
Customer and escrow deposits payable from restricted assets
Accrued landfill closure and postclosure costs
Decommissioning liability payable from restricted assets
Other liabilities
Other liabilities payable from restricted assets
Total current liabilities
Noncurrent liabilities, net of current portion:
Accrued compensated absences
Claims payable
Advances from other funds
Advances from other funds payable from restricted assets
Capital appreciation bond interest payable
Commercial paper notes payable, net of discount
Bonds payable, net of discount and inclusive of premium
Net pension liability
Other postemployment benefits payable
Capital lease obligations payable
Accrued landfill closure and postclosure costs
Decommissioning liability payable from restricted assets
Derivative instruments - energy risk management
Derivative instruments - interest rate swaps
Other liabilities
Other liabilities payable from restricted assets
Total noncurrent liabilities
Total liabilities

Deferred inflows of resources

The accompanying notes are an integral part of the financial statements.
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Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service

Funds Total Funds
5,594 84,682 16,247
4,934 35,614 -
4,910 16,096 5,383
7,191 24,981 8,770

- - 24,523

2,033 2,190 1,005
- 261 --

- 3,809 4

1,358 105,190 10
693 965 -

14,986 15,010 441
12,150 181,573 -
- 51 -

5,911 49,228 283
2,704 2,704 -

- 7,333 -

- 4,244 2,455

416 943 --

62,880 534,874 59,121

124 124 421

- - 24,815

3,062 4,705 -

- 16,766 -

- 70,716 -

- 129,916 -
257,366 4,517,988 2,273
182,062 634,844 -
92,144 325,744 -
- 989 -

9,899 9,899 -

- 179,017 -

-- 26,151 --
15,071 70,524 -
- 32,366 -

- 3,771 -
559,728 6,023,520 27,509
622,608 6,558,394 86,630

287 1,142,181 1
(Continued)



Proprietary Funds
Statement of Net Position
September 30, 2016

(In thousands)

NET POSITION

Net investment in capital assets

Restricted for:
Bond reserve

Capital projects

Debt service

Operating reserve
Passenger facility charges
Renewal and replacement
Strategic reserve

Unrestricted

Total net position
Reconciliation to government-wide Statement of Net Position
Adjustment to consolidate internal service activities

Total net position - Business-type activities

The accompanying notes are an integral part of the financial statements.
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Business-Type Activities

Austin Water

Austin Energy Utility Airport
$ 1,026,409 496,702 332,774
10,080 20,584 2,483
25,859 35,065 141,041
29,439 18,184 41,521
-- 28,018 13,580
-- -- 72,745
9,064 -- 10,000
189,309 -- -
540,898 191,773 (35,746)
$ 1,831,058 790,326 578,398
14,974 8,784 2,757
$ 1,846,032 799,110 581,155




City of Austin, Texas
Exhibit C-1

(Continued)

Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service
Funds Total Funds
NET POSITION
Net investment in capital assets 394,813 2,250,698 60,520
Restricted for:
Bond reserve 10,311 43,458 -
Capital projects 18,249 220,214 1,999
Debt service 9,733 98,877 -
Operating reserve 4,428 46,026 -
Passenger facility charges -- 72,745 --
Renewal and replacement 766 19,830 -
Strategic reserve -- 189,309 --
Unrestricted 5,734 702,659 61,368
Total net position 444,034 3,643,816 123,887
Reconciliation to government-wide Statement of Net Position
Adjustment to consolidate internal service activities 7,976 34,491
Total net position - Business-type activities 452,010 3,678,307

The accompanying notes are an integral part of the financial statements.
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Proprietary Funds

Statement of Revenues, Expenses, and Changes in Fund Net Position

For the year ended September 30, 2016
(In thousands)

OPERATING REVENUES
Utility services
User fees and rentals
Billings to departments
Employee contributions
Operating revenues from other governments
Other operating revenues
Total operating revenues

OPERATING EXPENSES
Operating expenses before depreciation
Depreciation and amortization

Total operating expenses

Operating income (loss)

NONOPERATING REVENUES (EXPENSES)
Interest and other revenues
Interest on revenue bonds and other debt
Interest capitalized during construction
Passenger facility charges
Cost (recovered) to be recovered in future years
Other nonoperating revenue (expense)

Total nonoperating revenues (expenses)

Income (loss) before contributions and transfers

Capital contributions

Transfers in

Transfers out
Change in net position

Total net position - beginning
Total net position - ending

Reconciliation to government-wide Statement of Activities

Change in net position
Adjustment to consolidate internal service activities

Change in net position - Business-type activities

Business-Type Activities

Austin Water

Austin Energy Utility Airport
$ 1,370,228 561,834 -
-- -- 135,765
1,370,228 561,834 135,765
1,020,959 236,320 88,257
156,699 116,070 28,092
1,177,658 352,390 116,349
192,570 209,444 19,416
6,632 1,212 1,891
(60,913) (108,042) (21,161)

- - 1,282

- - 24,101
8,544 (21,471) -

1,701 (1,231) 535
(44,036) (129,532) 6,648
148,534 79,912 26,064
40,862 78,078 3,018

867 - 5
(114,203) (43,864) (442)
76,060 114,126 28,645
1,754,998 676,200 549,753

$ 1,831,058 790,326 578,398
76,060 114,126 28,645
1,786 1,003 381
$ 77,846 115,129 29,026

The accompanying notes are an integral part of the financial statements.
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City of Austin, Texas
Exhibit C-2

Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service
Funds Total Funds
OPERATING REVENUES
Utility services - 1,932,062 -
User fees and rentals 319,284 455,049 -
Billings to departments -- -- 412,968
Employee contributions - - 37,844
Operating revenues from other governments -- -- 4,372
Other operating revenues - - 8,186
Total operating revenues 319,284 2,387,111 463,370
OPERATING EXPENSES
Operating expenses before depreciation 301,062 1,646,598 431,732
Depreciation and amortization 30,236 331,097 12,364
Total operating expenses 331,298 1,977,695 444,096
Operating income (loss) (12,014) 409,416 19,274
NONOPERATING REVENUES (EXPENSES)
Interest and other revenues 1,201 10,936 162
Interest on revenue bonds and other debt (9,899) (200,015) (112)
Interest capitalized during construction 1,381 2,663 -
Passenger facility charges -- 24,101 --
Cost (recovered) to be recovered in future years -- (12,927) --
Other nonoperating revenue (expense) (42,878) (41,873) (8,693)
Total nonoperating revenues (expenses) (50,195) (217,115) (8,643)
Income (loss) before contributions and transfers (62,209) 192,301 10,631
Capital contributions 22,181 144,139 11,150
Transfers in 78,178 79,050 1,135
Transfers out (8,806) (167,315) (20,794)
Change in net position 29,344 248,175 2,122
Total net position - beginning 414,690 3,395,641 121,765
Total net position - ending 444,034 3,643,816 123,887
Reconciliation to government-wide Statement of Activities
Change in net position 29,344 248,175
Adjustment to consolidate internal service activities 625 3,795
Change in net position - Business-type activities 29,969 251,970

The accompanying notes are an integral part of the financial statements.
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Proprietary Funds

Statement of Cash Flows

For the year ended September 30, 2016
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers

Cash received from other funds

Cash payments to suppliers for goods and services
Cash payments to other funds

Cash payments to employees for services

Cash payments to claimants/beneficiaries

Taxes collected and remitted to other governments
Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:

Transfers in

Transfers out

Contributions from other funds

Contributions to other funds

Loans to other funds

Loans from other funds

Loan repayments to other funds

Loan repayments from other funds

Collections from other governments

Net cash provided (used) by noncapital
financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:

Proceeds from the sale of commercial paper notes

Proceeds from the sale of general obligation bonds
and other tax supported debt

Principal paid on long-term debt

Proceeds from the sale of capital assets

Interest paid on revenue bonds and other debt

Passenger facility charges

Acquisition and construction of capital assets

Contributions from state and federal governments

Contributions in aid of construction

Bond issuance costs

Bond premiums

Cash paid for bond defeasance

Bonds issued for advanced refundings of debt

Cash paid for bond refunding escrow

Cash paid to payoff commercial paper

Cash paid for nuclear fuel inventory

Net cash provided (used) by capital and related
financing activities

Business-Type Activities

Austin Water

Austin Energy Utility Airport

$ 1,392,139 562,274 129,194
34,035 8,104 -
(683,020) (43,836) (24,080)
(45,645) (69,870) (23,744)
(192,399) (103,355) (34,552)
(44,098) -- --
461,012 353,317 46,818
867 - 5
(114,091) (43,599) (10)
- (336) -

464 -- -
- (396) (178)

664 300 -

(28) 1,765 880
(112,124) (42,266) 697
55,700 62,420 -

- 2,369 -
(66,371) (89,689) (18,375)
15,781 - -
(62,966) (106,822) (21,528)

- - 24,101
(179,840) (100,139) (63,807)
- 587 3,019
40,776 34,469 -
- (1,796) -

- 58,671 -

- (18,135) -

- 247,770 -

- (115,920) -

- (188,785) -
(18,379) - -
$ (215,299) (215,000) (76,590)

The accompanying notes are an integral part of the financial statements.
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City of Austin, Texas
Exhibit C-3

Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service
Funds Total Funds

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers 317,270 2,400,877 46,770
Cash received from other funds 3,625 45,664 412,968
Cash payments to suppliers for goods and services (66,439) (817,375) (82,468)
Cash payments to other funds (60,163) (199,422) (21,717)
Cash payments to employees for services (145,848) (476,154) (159,071)
Cash payments to claimants/beneficiaries -- -- (168,041)
Taxes collected and remitted to other governments - (44,098) -
Net cash provided by operating activities 48,345 909,492 28,441
CASH FLOWS FROM NONCAPITAL

FINANCING ACTIVITIES:
Transfers in 77,624 78,496 --
Transfers out (8,627) (166,327) (20,095)
Contributions from other funds 1,063 1,063 --
Contributions to other funds (631) (967) -
Loans to other funds (504) (504) --
Loans from other funds 620 1,084 -
Loan repayments to other funds (639) (1,213) -
Loan repayments from other funds 70 1,034 -
Collections from other governments 536 3,153 --
Net cash provided (used) by noncapital

financing activities 69,512 (84,181) (20,095)
CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:
Proceeds from the sale of commercial paper notes - 118,120 -
Proceeds from the sale of general obligation bonds

and other tax supported debt 20,669 23,038 -
Principal paid on long-term debt (29,499) (203,934) (369)
Proceeds from the sale of capital assets - 15,781 -
Interest paid on revenue bonds and other debt (11,024) (202,340) (131)
Passenger facility charges - 24,101 -
Acquisition and construction of capital assets (80,540) (424,326) (10,548)
Contributions from state and federal governments -- 3,606 --
Contributions in aid of construction 13,112 88,357 --
Bond issuance costs (163) (1,959) (5)
Bond premiums 3,189 61,860 -
Cash paid for bond defeasance -- (18,135) --
Bonds issued for advanced refundings of debt -- 247,770 --
Cash paid for bond refunding escrow - (115,920) -
Cash paid to payoff commercial paper - (188,785) -
Cash paid for nuclear fuel inventory -- (18,379) --
Net cash provided (used) by capital and related

financing activities (84,256) (591,145) (11,053)
The accompanying notes are an integral part of the financial statements. (Continued)
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Proprietary Funds

Statement of Cash Flows

For the year ended September 30, 2016
(In thousands)

Business-Type Activities

Austin Water

Austin Energy Utility Airport
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investment securities $ (277,743) (220,428) (44,417)
Proceeds from sale and maturities of investment
securities 245,859 202,984 41,306
Interest on investments 3,864 1,212 1,848
Net cash provided (used) by investing activities (28,020) (16,232) (1,263)
Net increase (decrease) in cash and cash equivalents 105,569 79,819 (30,338)
Cash and cash equivalents, October 1 337,382 176,800 442,395
Cash and cash equivalents, September 30 442,951 256,619 412,057
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income (loss) 192,570 209,444 19,416
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization 156,699 116,070 28,092
Change in assets and liabilities:
Decrease in working capital advances 2,962 -- --
(Increase) decrease in accounts receivable 14,161 7,601 (1,605)
Increase (decrease) in allowance for doubtful accounts (2,309) (200) 187
Decrease in due from other funds -- -- -
(Increase) decrease in inventory 705 (187) 17
(Increase) decrease in prepaid expenses and
other assets 29,913 (3) (6)
Increase in deferred outflows related
to operations (57,633) (30,776) (9,637)
Decrease in advances to other funds -- -- -
Decrease in other long-term assets 21,705 -- --
Increase (decrease) in accounts payable 4,165 (272) 38
Increase in accrued payroll and compensated
absences 1,451 857 309
Increase (decrease) in claims payable -- (932) --
Increase in due to other governments -- -- -
Increase in due to other funds -- -- -
Increase in net pension liability 76,068 41,398 13,365
Increase in other postemployment benefits payable 12,755 8,242 2,198
Increase (decrease) in other liabilities 464 - (403)
Increase (decrease) in customer deposits 161 2,075 (101)
Increase (decrease) in deferred inflows related
to operations 7,175 -- (5,052)
Total adjustments 268,442 143,873 27,402
Net cash provided by operating activities $ 461,012 353,317 46,818

The accompanying notes are an integral part of the financial statements.
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City of Austin, Texas

Exhibit C-3

(Continued)

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of investment securities

Proceeds from sale and maturities of investment
securities

Interest on investments

Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, October 1
Cash and cash equivalents, September 30

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET

CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income (loss)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization
Change in assets and liabilities:
Decrease in working capital advances
(Increase) decrease in accounts receivable

Increase (decrease) in allowance for doubtful accounts

Decrease in due from other funds

(Increase) decrease in inventory

(Increase) decrease in prepaid expenses and
other assets

Increase in deferred outflows related
to operations

Decrease in advances to other funds

Decrease in other long-term assets

Increase (decrease) in accounts payable

Increase in accrued payroll and compensated
absences

Increase (decrease) in claims payable

Increase in due to other governments

Increase in due to other funds

Increase in net pension liability

Increase in other postemployment benefits payable

Increase (decrease) in other liabilities

Increase (decrease) in customer deposits

Increase (decrease) in deferred inflows related
to operations

Total adjustments
Net cash provided by operating activities

Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service

Funds Total Funds

(18,825) (561,413) -
18,577 508,726 -
1,202 8,126 162
954 (44,561) 162
34,555 189,605 (2,545)
239,292 1,195,869 136,690
273,847 1,385,474 134,145
(12,014) 409,416 19,274
30,236 331,097 12,364
- 2,962 -
2,090 22,247 (4,018)
(583) (2,905) -
- - (324)
(511) 24 (368)
(44) 29,860 (381)
(39,748) (137,794) (33)
- - 29
- 21,705 -
1,645 5,576 (1,072)
1,488 4,105 1,145
- (932) 1,874
- - 4
- - 335
58,204 189,035 -
9,705 32,900 -
(2,127) (2,066) (665)
4 2,139 277
- 2,123 --
60,359 500,076 9,167
48,345 909,492 28,441
(Continued)

The accompanying notes are an integral part of the financial statements.
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Proprietary Funds

Statement of Cash Flows

For the year ended September 30, 2016
(In thousands)

Business-Type Activities

Austin Water

Austin Energy Utility Airport
NONCASH INVESTING, CAPITAL AND FINANCING
ACTIVITIES:

Capital appreciation bonds interest accreted $ (475) (8,886) -
Capital assets contributed from other funds -- 32 --
Capital assets contributed to other funds -- (990) -
Capital assets acquired through service concession arrangements - - 151,565
Contributed facilities -- 42,991 -~
Contributions in aid of construction 86 -- --
Increase in the fair value of investments (1,799) -- -
Amortization of bond (discounts) premiums 6,321 13,568 1,252
Amortization of gain/loss on refundings (8,005) (5,997) (890)
Gain (loss) on disposal of assets 2,393 (258) (108)
Costs (recovered) to be recovered 8,544 (21,471) -
Transfers (to) from other funds (112) (265) (432)

- - 1,282

Capitalized interest

The accompanying notes are an integral part of the financial statements.
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(Continued)

Business-Type Activities Governmental
Nonmajor Activities-
Enterprise Internal Service
Funds Total Funds
NONCASH INVESTING, CAPITAL AND FINANCING
ACTIVITIES:
Capital appreciation bonds interest accreted - (9,361) -
Capital assets contributed from other funds 9,060 9,092 19,928
Capital assets contributed to other funds (42,418) (43,408) (224)
Capital assets acquired through service concession arrangements - 151,565 -
Contributed facilities -- 42,991 -
Contributions in aid of construction -- 86 --
Increase in the fair value of investments -- (1,799) --
Amortization of bond (discounts) premiums 2,160 23,301 40
Amortization of gain/loss on refundings (1,135) (16,027) (22)
Gain (loss) on disposal of assets (878) 1,149 (81)
Costs (recovered) to be recovered -- (12,927) --
Transfers (to) from other funds 375 (434) 436
Capitalized interest 1,381 2,663 -

The accompanying notes are an integral part of the financial statements.
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Fiduciary Funds

Statement of Fiduciary Net Position
September 30, 2016

(In thousands)

City of Austin, Texas
Exhibit D-1

ASSETS

Pooled investments and cash
Other assets

Total assets

LIABILITIES

Accounts payable

Due to other governments
Deposits and other liabilities
Total liabilities

NET POSITION
Held in trust
Total net position

The accompanying notes are an integral part of the financial statements.

Private-purpose

40

Trust Agency
$ 1,978 2,006
122 --
2,100 2,006
- 1
- 1,411
1,388 594
1,388 2,006
712
$ 712



Fiduciary Funds

Statement of Changes in Fiduciary Net Position
For the year ended September 30, 2016

(In thousands)

City of Austin, Texas
Exhibit D-2

ADDITIONS
Contributions
Interest and other
Total additions

DEDUCTIONS

Benefit payments

Total deductions

Net additions (deductions)

Total net position - beginning
Total net position - ending

Private-Purpose

Trust

$ 1,092

11
1,103

1,422
1,422
(319)

1,031

$ 712

The accompanying notes are an integral part of the financial statements.
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Notes to Basic Financial Statements City of Austin, Texas
September 30, 2016

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Austin, Texas (the City) is a municipal corporation incorporated under Article XI, Section 5 of the Constitution of the
State of Texas (Home Rule Amendment). The City operates under a Council-Manager form of government. The City Council
is composed of a Mayor who is elected at large and ten Councilmembers who are elected by geographic district, all of whom
serve four-year staggered terms subject to a maximum of two consecutive terms. A petition signed by 5% of the registered
voters waives the term limit for a Councilmember.

The City’s major activities or programs include general government; public safety; transportation, plannip42ng, and
sustainability; public health; public recreation and culture; and urban growth management. In addition, the City owns and
operates certain major enterprise activities including an electric utility, water and wastewater utility, airport, and non-major
enterprise activities including convention, environmental and health services, public recreation, and urban growth management
activities. These activities are included in the accompanying financial statements.

The City of Austin’s charter requires an annual audit by an independent certified public accountant. These financial
statements have been prepared in accordance with generally accepted accounting principles (GAAP) for local governments as
prescribed by the Governmental Accounting Standards Board (GASB). The City has implemented GASB Statements No. 1
through No. 74, No. 73, No. 79, and No. 82. In fiscal year 2016, the City implemented the following GASB Statements:

GASB Statement Impact
72 — “Fair Value Measurement and Application” This statement provides general principles for
measuring fair value, additional guidance regarding
fair value application, and enhances disclosures
about fair value measurements. The implementation
of this standard resulted in additional disclosures in
the investment footnote (see Note 3).

73 — “Accounting and Financial Reporting for Pensions and This statement primarily provides guidance to
Related Assets That Are Not within the Scope of GASB entites that do not have a trust fund for
Statement 68, and Amendments to Certain Provisions of administering pension funds. Only one section
GASB Statements 67 and 68” regarding notes to Required Supplementary

Information currently applies to the City and was
implemented for 2016.

76 — “The Hierarchy of Generally Accepted Accounting This statement establishes the order of priority of
Principles for State and Local Governments” pronouncements and other sources of accounting
and financial reporting guidance that a governmental
entity should apply. The implementation of this
standard had no impact on the amounts reported in
the financial statements.

79 — “Certain External Investment Pools and Pool This statement provides general principles for
Participants” disclosure related to participation in external
investment pools that meet the criteria in this
statement. The implementation of this standard
resulted in additional disclosures in the investment
footnote (see Note 3).

82 — “Pension Issues — An Amendment of GASB Statements | This statement was implemented for 2016. It
No. 67, No. 68 and No. 73” primarily impacted the payroll-related measures
presented in the Required Supplementary
Information and required a restatement of those
measures as previously presented in 2015.

The more significant accounting and reporting policies and practices used by the City are described below.

As a local government, the City is not subject to federal income taxes, under the Internal Revenue Code Section 115.
Furthermore, it is not subject to state sales tax.

a -- Reporting Entity

These financial statements present the City’s primary government, its component units, and other entities for which the City is
considered financially accountable. Blended component units, although legally separate entities, are in substance, part of the
City’s operations; therefore, data from these units are combined with data of the City. Discrete component units are legally
separate entities that are not considered part of the City’s operations; therefore, data from these units are shown separately
from data of the City.
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Notes to Basic Financial Statements City of Austin, Texas
September 30, 2016 (Continued)

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
a -- Reporting Entity, continued

Blended Component Units — Following are the City’s blended component units.

Blended Component Units Brief Description of Activities, Relationship to City, and Key Inclusion Criteria
The Austin Housing Finance AHFC was created in 1979 as a public, nonprofit corporation and
Corporation (AHFC) instrumentality of the City under the provisions of the Texas Housing Finance

Corporation Act, Chapter 394, and Local Government Code. The mission of
the AHFC is to generate and implement strategic housing solutions for the
benefit of low- and moderate- income residents of the City. AHFC is governed
by a board composed of the City Council. In addition, City management has
operational responsibilities for this component unit.

Reporting Fund: Housing Assistance Fund, a nonmajor special revenue fund

Austin Industrial Development AIDC was created under the Texas Development Corporation Act of 1979 to

Corporation (AIDC) provide a means of extending tax-exempt financing to projects that are
deemed to have substantial social benefit through the creation of commercial,
industrial, and manufacturing enterprises, in order to promote and encourage
employment in the City. The Austin City Council acts as the board of directors
of the corporation. In addition, City management has operational
responsibilities for this component unit.

Reporting Fund: Austin Industrial Development Corporation Fund, a nonmajor
special revenue fund

Mueller Local Government Corporation MLGC is a non-profit local government corporation created by the City under

(MLGC) Subchapter D of Chapter 431 of the Texas Transportation Code. MLGC was
created for the purpose of financing infrastructure projects required for the
development of the former site of Mueller Airport. The Austin City Council acts
as the board of directors of the corporation. Members of the City staff serve
as officers of the corporation and have operational responsibilities for this
component unit.

Reporting Fund: Mueller Local Government Corporation, a nonmajor special
revenue fund

Urban Renewal Agency (URA) URA was created by the City under Chapter 374 of the Texas Local
Government Code. The Mayor, with consent of the City Council, appoints the
board of commissioners for this agency, whose primary responsibility is to
oversee the implementation and compliance of urban renewal plans adopted
by the City Council. An urban renewal plan's primary purpose is to eliminate
slum and blighting influence within a designated area of the city. Council
maintains the ability to impose its will on the organization. URA exclusively
receives financial support/benefits from its relationship with the City.

Reporting Fund: Urban Renewal Agency fund, a nonmajor special revenue
fund

Austin-Bergstrom International Airport ABIA Development Corporation is governed by a board composed of the City

(ABIA) Development Corporation Council. The entity has no day-to-day operations. lIts existence relates only to
the authorization for issuance of industrial revenue bonds or to other similar
financing arrangements in accordance with the Texas Development
Corporation Act of 1979. To date, none of the bonds issued constitute a
liability of ABIA Development Corporation or the City of Austin. In addition,
City management has operational responsibilities for this component unit.

There is no financial activity to report related to this component unit.
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Notes to Basic Financial Statements City of Austin, Texas
September 30, 2016 (Continued)

1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
a -- Reporting Entity, continued

Discretely Presented Component Units — Following are the City’s discretely presented component units. See Note 17 for
additional information. Financial statements for these entities can be requested from the addresses located below.

Discretely Presented Component Units Brief Description of Activities, Relationship to City, and Key Inclusion Criteria
Austin-Bergstrom Landhost Enterprises,  ABLE is a legally separate entity that issues revenue bonds for the purpose
Inc. (ABLE) of financing the cost of acquiring, improving, and equipping a full-service
2716 Spirit of Texas Drive hotel on airport property. City Council appoints this entity's Board and
Austin, TX 78719 maintains a contractual ability to remove board members at will. Debt
issued by ABLE does not constitute a debt or pledge of the faith and credit
of the City.
Austin Convention Enterprises, Inc. ACE is a legally separate entity that owns, operates, and finances the Austin
(ACE) Convention Center Hotel. City Council appoints this entity's Board and
500 East 4th Street maintains a contractual ability to remove board members at will. Debt
Austin, TX 78701 issued by ACE does not constitute a debt or pledge of the faith and credit of
the City.
Waller Creek Local Government WCLGC is a non-profit local government corporation created by the City
Corporation (WCLGC) under Subchapter D of Chapter 431 of the Texas Transportation Code. The
124 W. 8™ Street purpose of WCLGC is implementing the financing, design, construction,
Austin, TX 78701 maintenance and operation of certain public improvements located within or

around the Waller Creek Redevelopment Project district. The Austin City
Council appoints a voting majority of the board of directors of the WCLGC
and maintains a contractual ability to remove board members at will.

Related Organizations -- The City Council appoints the voting majority of the board members, but the City has no significant
financial accountability for the Austin Housing Authority. The Mayor appoints the persons to serve as commissioners of this
organization; however, this entity is separate from the operating activities of the City.

The City of Austin retirement plans (described in Note 7) and the City of Austin Deferred Compensation Plan are not included
in the City’s reporting entity since the City does not exercise substantial control over these plans.

Related organizations are not included in the City’s reporting entity.
b -- Government-wide and Fund Financial Statements

The basic financial statements include both government-wide and fund financial statements. The government-wide financial
statements (i.e., the statement of net position and the statement of activities) report information on all governmental and
business-type activities of the primary government and its component units. Fiduciary activities are not included in the
government-wide statements. Internal service fund asset, deferred outflow of resources, liability, and deferred inflow of
resources balances that are not eliminated in the statement of net position are primarily reported in the governmental activities
column on the government-wide statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges to external customers.

The statement of activities demonstrates the degree to which the direct expenses of a function are offset by program
revenues. Direct expenses are those that are clearly identifiable with a specific function. Certain indirect costs are included in
the program expenses of most business-type activities. Program revenues include: 1) charges to customers who purchase,
use, or directly benefit from goods, services, or privileges provided by a given function and 2) grants and contributions that are
restricted to meet the operational or capital requirements of a particular function. Taxes and other items not properly included
among program revenues are reported as general revenues.

The accounts of the City are organized on the basis of funds. The fund level statements focus on the governmental,
proprietary, and fiduciary funds. Each fund was established to account for specific activities in accordance with applicable
regulations, restrictions, or limitations. Major funds are determined by criteria specified by GAAP. Major individual
governmental funds and maijor individual enterprise funds are reported as separate columns in the fund financial statements.
All other funds are aggregated into nonmajor governmental, nonmajor enterprise, or internal service fund groupings. A
reconciliation of the fund financial statements to the government-wide statements is provided in the financial statements to
explain the differences between the two different reporting approaches.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
b -- Government-wide and Fund Financial Statements, continued

The City’s fiduciary funds are presented in the fund financial statements by type (private-purpose and agency). By definition,
fiduciary fund assets are held for the benefit of a third party and cannot be used to address activities or obligations of the
primary government; therefore, they are not included in the government-wide statements.

The government-wide financial statements are reported using the flow of economic resources measurement focus and the
accrual basis of accounting, as are the proprietary fund financial statements. Revenue is recorded when earned and
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenue in the year for which they are levied. Grants and similar items are recognized as revenues as soon as
all eligibility requirements have been met.

c -- Measurement Focus, Basis of Accounting, and Financial Statement Presentation

Governmental fund financial statements are reported using the current financial resources measurement focus and the
modified accrual basis of accounting. This basis of accounting recognizes revenues in the accounting period in which they
become susceptible to accrual (i.e. both measurable and available). Revenues, other than grants, are considered available
when they are collectible within the current period or soon enough thereafter to liquidate liabilities of the current period (defined
by the City as collected within 60 days of the end of the fiscal year). Revenues billed under a contractual agreement with
another governmental entity, including federal and state grants, are recognized when billed or when all eligibility requirements
of the provider have been met, and they are considered to be available if expected to be collected within one year.
Expenditures generally are recorded when incurred. However, expenditures related to compensated absences and arbitrage
are recorded when payment is due. Debt service expenditures are recognized when payment is due. The reported fund
balance of governmental funds is considered a measure of available spendable resources.

Property taxes, sales taxes, franchise taxes, hotel occupancy taxes, vehicle rental taxes, municipal court fines, development
permits and inspections, building safety permits and inspections, public health charges, emergency medical service charges,
and interest associated with the current fiscal period are all considered to be susceptible to accrual and, to the extent they are
considered available, have been recognized as revenues of the current fiscal period. All other revenue items are considered
measurable and available in the fiscal period the City receives cash.

Governmental Funds: Consist of the general fund, special revenue funds, debt service funds, capital projects funds, and
permanent funds.

The City reports the following major governmental fund:

General Fund: The primary operating fund of the City. It is used to account for all financial resources that are not
required to be accounted for in another fund. It includes the following activities: general government; public safety;
transportation, planning, and sustainability; public health; public recreation and culture; and urban growth
management.

In addition, the City reports the following nonmajor governmental funds:

Special Revenue Funds: Account for and report the proceeds of specific revenue sources that are restricted or
committed to expenditure for specified purposes other than debt service or capital projects.

Debt Service Funds: Account for and report financial resources, and the accumulation of those financial resources,
that are restricted, committed, or assigned to expenditure for principal and interest of general long-term debt and
HUD Section 108 loans.

Capital Projects Funds: Account for and report financial resources that are restricted, committed, or assigned to
expenditure for capital outlays, including the acquisition or construction of capital facilities and other capital assets
(other than those reported within proprietary funds). It is primarily funded by general obligation debt, other tax
supported debt, interest income, and other intergovernmental revenues. A 1981 ordinance requires the
establishment of a separate fund for each bond proposition approved in each bond election.

Permanent Funds: Account for and report resources that are restricted to the extent that only earnings, and not
principal, may be used for purposes that support the City’s programs.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
¢ -- Measurement Focus, Basis of Accounting, and Financial Statement Presentation, continued

Proprietary Funds: Consist of enterprise funds and internal service funds. Proprietary funds distinguish operating revenues
and expenses from nonoperating items. Operating revenues and expenses generally result from providing services in
connection with a proprietary fund’s principal ongoing operations, such as providing electric or water-wastewater services.
Other revenues or expenses are nonoperating items.

Enterprise Funds: Account for operations that are financed and operated in a manner similar to private business
enterprises. Costs are financed or recovered primarily through user charges.

The City reports the following major enterprise funds:
Austin Energy™: Accounts for the activities of the City-owned electric utility.

Austin Water Utility: Accounts for the activities of the City-owned water and wastewater utility.
Airport: Accounts for the operations of the Austin-Bergstrom International Airport.

The City reports the following nonmajor business-type activities in Exhibit A-2:

Convention: Accounts for convention center and public events activities.
Environmental and health services: Accounts for solid waste services activities.
Public recreation: Accounts for golf activities.

Urban growth management: Accounts for drainage and transportation activities.

Internal Service Funds: Account for the financing of goods or services provided by one City department or agency to
other City departments or to other governmental units on a cost-reimbursement basis. These activities include, but
are not limited to, capital projects management, combined emergency center operations, employee health benefits,
fleet services, information services, liability reserve (City-wide self-insurance) services, support services, wireless
communication services, and workers’ compensation coverage.

Fiduciary Funds: Account for assets held by the City in a trustee capacity or as an agent for individuals, private organizations,
or other governments:

Private-purpose Trust Funds: Account for trust arrangements under which principal and income benefit individuals,
private organizations, or other governments. Private-purpose trust funds account for various purposes: general
government; transportation, planning, and sustainability; public recreation and culture; and urban growth
management.

Agency Funds: Account for resources held by the City in a custodial capacity for permit fees; campaign financing
donations and fees; Municipal Court service fees; and escrow deposits and payments to loan recipients.

d -- Budget

The City Manager is required by the City Charter to present a proposed operating and capital budget to the City Council no
later than thirty days before the beginning of the new fiscal year. The final budget shall be adopted no later than the twenty-
seventh day of the last month of the preceding fiscal year. During the final adoption process, the City Council passes an
appropriation ordinance and a tax-levying ordinance.

Annual budgets are legally adopted for the General Fund, certain special revenue funds, and debt service funds. Additional
information related to special revenue funds with legally adopted budgets can be found in Exhibit E-13. Annual budgets are
also adopted for enterprise and internal service funds, although they are not legally required. Multi-year budgets are adopted
for capital projects and grant funds, where appropriations remain authorized for the life of the projects, irrespective of fiscal
year. Expenditures are appropriated on a modified accrual basis, except that commitments related to purchase orders are
treated as expenditures in the year of commitment. Certain payroll accruals, employee training, and other fund-level
expenditures are budgeted as general city responsibilities.

Formal budgetary control is employed during the year at the fund and department level as a management control device for
annual budgeted funds.

Budgets are modified throughout the year. The City Manager is authorized to transfer appropriation balances within a fund
and department of the City. The City Council approves amendments to the budget and transfers of appropriations from one
fund and department to another. The original and final budgets for the General Fund are reported in the required
supplementary information. Unencumbered appropriations for annual budgets lapse at fiscal year end.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
e -- Financial Statement Elements

Pooled Investments and Cash -- Cash balances of all City funds (except for certain funds shown in Note 3 as having non-
pooled investments) are pooled and invested. Interest earned on investments purchased with pooled cash is allocated
monthly to each participating fund based upon the fund’'s average daily balance. Funds that carry a negative balance in
pooled cash and investments are not allocated interest earnings nor charged interest expense.

Investments -- Certain investments are required to be reported at fair value. Realized gains or losses resulting from the sale
of investments are determined by the specific cost of the securities sold. As of September 30, 2016, the City carries all of its
investments in U.S. government and agency debt securities at fair value and money market mutual funds at amortized cost.
Investments in local government investment pools are carried at either NAV or at amortized cost.

Accounts Receivable -- Balances of accounts receivable, reported on the government-wide statement of net position, are
aggregations of different components such as charges for services, fines, and balances due from taxpayers or other
governments. In order to assist the reader, the following information has been provided regarding significant components of
receivable balances as of September 30, 2016 (in thousands):

Charges Other
for Govern-
Services Fines Taxes ments Other Total
Governmental activities
General Fund $ 256,172 18,566 45,119 - - 319,857
Nonmajor governmental funds 1,285 - 22,732 2,607 2,958 29,582
Internal service funds 9,242 - - - - 9,242
Allow ance for doubtful accounts (249,929) (8,863) -- (570) -- (259,362)
Total $ 16,770 9,703 67,851 2,037 2,958 99,319

Receivables reported in business-type activities are primarily comprised of charges for services.

Austin Austin Nonm ajor
Energy Water Airport Enterprise Total
Accounts Receivable $ 153,332 69,017 7,446 21,097 250,892
Allow ance for doubtful accounts (8,250) (3,262) (1,607) (1,937) (15,056)
Total $ 145,082 65,755 5,839 19,160 235,836

Elimination of Internal Activities -- The elimination of internal service fund activity is needed in order to eliminate duplicate
activity in making the transition from the fund level financial statements to the government-wide financial statements. In
addition, the elimination of internal service fund activity requires the City to “look back” and adjust the internal service funds’
internal charges. A positive change in net position derived from internal service fund activity results in a pro-rata reduction in
the charges made to the participatory funds. A deficit change in net position of internal service funds requires a pro-rata
increase in the amounts charged to the participatory funds.

Internal Balances -- In the government-wide statement of net position, internal balances are the receivables and payables
between the governmental and business-type activities.

Interfund Receivables and Payables -- During the course of operations, numerous transactions occur between individual
funds for goods provided or services rendered. These receivables and payables are classified as “due from other funds” or
“due to other funds” on the fund-level statements when they are expected to be liquidated within one year. If receivables or
payables are not expected to be liquidated within one year, they are classified as “advances to other funds” or “advances from
other funds.”
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
e -- Financial Statement Elements, continued

Inventories -- Inventories are valued at cost, which is determined as follows:

Fund Inventory Valuation Method
General Fund Average cost; postage first-in, first-out
Austin Energy

Fuel ol Last-in, first-out

Other inventories Average cost
All others Average cost

Inventories for all funds are accounted for using the consumption method and expenditures are recorded when issued.
Inventories reported in the General Fund are offset by an equal amount in nonspendable fund balance, which indicates that
they do not represent “available spendable resources.”

Restricted Assets -- Restricted assets are assets whose use is subject to constraints that are either (a) externally imposed by
creditors (such as through debt covenants), grantors, contributors, or laws or regulations of other governments or (b) imposed
by law through constitutional provisions or enabling legislation. Since Austin Energy and Austin Water Utility report in
accordance with accounting for regulated operations, enabling legislation also includes restrictions on asset use established
by its governing board which is the City Council. Restricted assets used to repay maturing debt and other current liabilities are
classified as current.

The balances of restricted assets in the enterprise funds are as follows (in thousands):

Austin Austin Water Nonmajor Total Restricted

Energy Utility Airport Enterprise Assets
Capital projects $ 41,903 115,770 281,830 24,713 464,216
Customer and escrow deposits 29,478 13,025 759 5,608 48,870
Debt senice 53,748 91,744 47,484 11,201 204,177
Environmental and landfill - - - 84 84
Federal grants 12,240 - 1,088 1,280 14,608
Operating reserve account 14,281 28,018 13,580 5,678 61,557
Passenger facility charge account - - 72,745 - 72,745
Plant decommissioning 212,220 - - - 212,220
Renewal and replacement account 9,064 - 10,000 952 20,016
Revenue bond reserve 10,080 58,421 14,708 13,305 96,514
Strategic reserve 189,309 - - - 189,309
$ 572,323 306,978 442,194 62,821 1,384,316

Capital Assets -- Capital assets, which primarily include land and improvements, buildings and improvements, plant and
equipment, vehicles, water rights, and infrastructure assets, are reported in the proprietary funds and the applicable
governmental or business-type activity columns of the government-wide statement of net position; related depreciation or
amortization is allocated to programs in the statement of activities. Capital assets are defined as assets with an initial
individual cost of $5,000 or more and an estimated useful life of greater than one year. Assets purchased, internally
generated, or constructed are capitalized at historical cost. Contributed or annexed capital assets are recorded at estimated
fair value at the time received. Capital outlay is recorded as an expenditure in the General Fund and other governmental
funds and as an asset in the government-wide financial statements and proprietary funds. Maintenance and repairs are
charged to operations as incurred. Improvements and betterments that extend the useful lives of capital assets or increase
their value are capitalized in the government-wide and proprietary statement of net position and expended in governmental
funds.

The City obtains public domain capital assets (infrastructure) through capital improvement projects (CIP) construction or
through annexation or developer contribution. Infrastructure assets include streets and roads, bridges, pedestrian facilities,
drainage systems, and traffic signal systems acquired after September 30, 1980.

Interest is not capitalized on governmental capital assets. Enterprise funds, with the exception of the Austin Energy and
Austin Water Utility, capitalize interest paid on long-term debt when it can be attributed to a specific project and when it
materially exceeds the interest revenue generated by the bond proceeds issued to fund the project. Interest is not capitalized
on Austin Energy and Austin Water Utility assets in accordance with accounting for regulated operations.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
e -- Financial Statement Elements, continued

Capital assets, except for nuclear fuel, are depreciated or amortized using the straight-line method over the following
estimated useful lives (in years):

Business-type Activites

Governmental Austin Austin Nonmajor
Assets Activites (1) Energy Water Utility Airport Enterprise
Buildings and improvements 5-40 -- 15-50 15-40 12-40
Plant and equipment 5-50 - 5-60 4-50 5-40
Vehicles 3-20 3-15 3-20 3-20 3-30
Electric plant -- 3-50 - - -
Non-electric plant -- 3-30 -- - -
Communication equipment 7-15 -- 7 7 7
Furniture and fixtures 12 -- 12 12 12
Computers and EDP equipment 3-7 -- 3-7 3-7 3-7
Nuclear fuel - (2) - - -
Water rights - - 101 - -
Infrastructure
Streets and roads 30 - - - -
Bridges 50 - - -- -
Drainage systems 50 - - - -
Pedestrian facilities 20 -- - - -
Traffic signals 25 - - - -

(1) Includes internal service funds
(2) Nuclear fuel is amortized over units of production

Depreciation of assets is classified by functional component. The City considers land, arts and treasures, and library
collections to be inexhaustible; therefore, these assets are reported as nondepreciable. The true value of arts and treasures is
expected to be maintained over time and, thus, is not depreciated. The initial investment of library collections for each library
is capitalized. All subsequent expenditures related to the maintenance of the collection (replacement of individual items) are
expensed, with the overall value of the collection being maintained, and therefore, not depreciated.

In the government-wide and proprietary fund statements, the City recognizes a gain or loss on the disposal of assets when it
retires or otherwise disposes of capital assets.

Water rights represent the amortized cost of a $100 million contract, net of accumulated amortization, of $16.8 million,
between the City and the Lower Colorado River Authority (LCRA) for a fifty-one year assured water supply agreement, with an
option to extend another fifty years. The City and the LCRA entered into the contract in 1999. The asset amortization period
is 101.25 years.

Regulatory Assets -- In accordance with accounting for regulated operations, certain utility expenses that do not currently
require funding are recorded as assets and amortized over future periods if they are intended to be recovered through future
rates. These expenses include unrealized gain/loss on investments, debt issuance costs, pension, other postemployment
benefits, interest, decommissioning, and pass-through rates, such as the Power Supply Adjustment charge, Community
Benefit charge, and Regulatory charge. Regulatory Assets will be recovered in these future periods by setting rates sufficient
to provide funds for the requirements. If regulatory assets are not recoverable in future rates, the regulatory asset will be
subject to write off. Retail deregulation of electric rates in the future may affect the City’s current accounting treatment of its
electric utility revenues and expenses.
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e -- Financial Statement Elements, continued

Deferred Outflows (Inflows) of Resources -- Deferred outflows of resources represent the consumption of net position that
are applicable to a future reporting period. Deferred outflows have a positive effect on net position, similar to assets. Deferred
inflows of resources represent the acquisition of net position that have a negative effect on net position, similar to liabilities.

The following chart reflects the activities included in deferred outflows and inflows (in thousands).

Deferred | Deferred
Activities Category and explanation Outflows Inflows

Deferred outflows or inflows. Derivative instruments are reported in the
statement of net position at fair value. Changes in fair value of hedging
derivative instruments are recognized through the application of hedge

Derivative accounting as either deferred outflows or inflows in the statement of net

instruments position, as an offset to the related hedging derivative instrument. $96,675 1,921
Deferred outflows or inflows. When debt is refunded, the associated

Gain/loss on debt gains (deferred inflows) or losses (deferred outflows) are recognized as

refundings deferred outflows or inflows of resources and amortized over future periods. 123,003 285

Deferred inflows. In accordance with accounting for regulated operations,
certain credits to income are held as deferred inflows of resources until the
anticipated matched charge is incurred. These credits include unrealized
Regulated gain/loss on investments, contributions, interest, decommissioning, and
operations pass-through rates. 980,860

Deferred inflows. The resources related to the service concession
arrangements that will be recognized as revenue in future years over the
Service concession terms of arrangements between the City and the operators are reported as
arrangements deferred inflows of resources. 160,436

Deferred outflows or inflows. Differences between estimated and actual
investment earnings, changes in actuarial assumptions, and differences
between projected and actual actuarial experience may be treated as either
deferred outflows or inflows. Contributions made to the pension systems
between the Plans’ measurement date (December 31) and the City’s fiscal
Pensions year end (September 30) are recognized as deferred outflows. 586,714 5,687

Compensated Absences -- The amounts owed to employees for unpaid vacation, exception vacation, and sick leave
liabilities, including the City’s share of employment-related taxes, are reported on the accrual basis of accounting in the
applicable business-type activity columns of the government-wide statements and in the proprietary activities of the fund
financial statements. The liabilities and expenditures are reported on the modified accrual basis in the governmental fund
financial statements; the estimated liability for governmental funds is the amount of unused vacation, exception vacation, and
sick leave eligible for payout upon termination for employees that terminated by the fiscal year end.
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e -- Financial Statement Elements, continued

Accumulated leave payouts are limited to the lower of actual accumulated hours or the hours listed below:

Work- Non-Sworn Sworn Sworn Sworn
week Employees (1) Police (2) Fire (3) EMS (4)
Vacation 0-40 240 240 240 240
42 N/A N/A N/A 270
48 N/A N/A N/A 309
53 N/A N/A 360 N/A
56 N/A N/A N/A N/A
Exception vacation (4) 0-40 160 160 176 206
42 160 N/A N/A 206
48 160 N/A N/A 206
53 N/A N/A 264 N/A
56 N/A N/A N/A N/A
Sick leave 0-40 720 1,400 720 720
42 N/A N/A N/A 756
48 N/A N/A N/A 864
53 N/A N/A 1,080 N/A
56 N/A N/A N/A N/A
Compensatory time (6) 120 120 120 120

(1) Non-sworn employees are eligible for accumulated sick leave payout if hired before October 1, 1986.

(2) Sworn police employees with 12 years of actual service are eligible for accumulated sick leave payout.
As of January 1, 2011, officers may be eligible to receive up to 1,700 hours of sick leave if certain criteria are met.

(3) Sworn fire employees are eligible for accumulated sick leave payout regardless of hire date.

(4) Sworn EMS employees with 12 years of actual service are eligible for accumulated sick leave payout if certain
criteria are met.

(5) Exception vacation hours are hours accumulated by an employee when the employee works on a City holiday.

(6) Employees may earn compensatory time in lieu of paid overtime; maximum payout is 120 hours for all employees.

Other Postemployment Benefits (OPEB) -- The City provides certain health care benefits for its retired employees and their
families as more fully described in Note 8. At September 30, 2016, the City’s total actuarial accrued liability for these retiree
benefits was approximately $1.5 billion. The City funds the costs of these benefits on a pay-as-you-go basis.

Long-Term Debt -- The debt service for general obligation bonds and other general obligation debt (including loans), issued to
fund general government capital projects, is paid from tax revenues, interfund transfers, and intergovernmental revenues.
Such general obligation debt is reported in the government-wide statements under governmental activities.

The debt service for general obligation bonds and other general obligation debt issued to finance proprietary fund capital
projects is normally paid from net revenues of the applicable proprietary fund, although such debt will be repaid from tax
revenues if necessary. Such general obligation debt is shown as a specific liability of the applicable proprietary fund, which is
appropriate under generally accepted accounting principles and in view of the expectation that the proprietary fund will provide
resources to service the debt.

Revenue bonds issued to finance capital projects of certain enterprise funds are to be repaid from select revenues of these
funds. Note 6 contains more information about pledged revenues by fund. The corresponding debt is recorded in the
applicable fund.

The City has certain contractual commitments with several municipal utility districts (MUDs) for the construction of additions
and improvements to the City’s water and wastewater system that serve the MUDs and surrounding areas. These additions
and improvements are funded by other tax supported debt, whose principal and interest are payable primarily from the net
revenues of Austin Water Utility.

For proprietary funds and for governmental activities in the government-wide financial statements, the City defers and
amortizes gains and losses realized on refundings of debt and reports both the new debt as a liability and the related deferred
loss (gain) amount as deferred outflows (or deferred inflows) of resources on the statement of net position. Austin Energy and
Austin Water Utility recognize gains and losses on debt defeasance in accordance with accounting for regulated operations.
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e -- Financial Statement Elements, continued

Other Long-Term Liabilities -- Capital appreciation bonds are recorded at net accreted value. Annual accretion of the bonds
is recorded as interest expense during the life of the bonds. The cumulative accretion of capital appreciation bonds, net of
principal and interest payments on the bonds, is recorded as capital appreciation bond interest payable.

Landfill Closure and Postclosure Care Costs -- Municipal solid waste landfill costs and the liability for landfill closure and
postclosure costs are reported in Austin Resource Recovery, a nonmajor enterprise fund.

Operating Revenues -- Revenues are recorded net of allowances, including bad debt, in the government-wide and
proprietary fund-level statements. The funds listed below report revenues net of bad debt expense, as follows (in thousands):

Bad Debt

Expense
Austin Energy $ 5,869
Austin Water Utility 2,200
Airport 189
Nonmajor Enterprise 1,528

Electric, water, and wastewater revenue is recorded when earned. Customers’ electric and water meters are read and bills
rendered on a cycle basis by billing district. Electric rate schedules include a fuel cost adjustment clause that permits recovery
of fuel costs in the month incurred or in future months. The City reports fuel costs on the same basis as it recognizes revenue.
Unbilled revenue is recorded in Austin Energy by estimating the daily power generation and allocating by each billing district
meter read dates as of September 30, 2016. The amount of unbilled revenue recorded, as of September 30, 2016, was $34.9
million.  Austin Water Utility records unbilled revenue as earned based upon the percentage of October’s billing that
represented water usage through September 30, 2016. The amount of unbilled revenue reported in accounts receivable as of
September 30, 2016 was $18 million for water and $14.3 million for wastewater.

Revenues are also recorded net of discounts in the government-wide and proprietary fund-level statements. Discounts are
offered as incentives geared towards generating additional revenue in the form of new or expanded business, or to encourage
events with a significant economic impact, as well as expedient event planning. The funds listed below report revenues net of
discounts, as follows (in thousands):

Discounts
Airport $ 1,219
Nonmajor Enterprise 2,168

Interfund Revenues, Expenses, and Transfers -- Transactions between funds that would be treated as revenues,
expenditures, or expenses if they involved organizations external to the governmental unit are accounted for as revenues,
expenditures, or expenses in the funds involved, such as billing for utility services. Transactions between funds that constitute
reimbursements for expenditures or expenses are recorded as expenditures or expenses in the reimbursing fund and as
reductions of the expenditure or expense in the fund that is reimbursed. Transfers between funds are reported in the
operations of governmental and proprietary funds. In the government-wide statement of activities, the effect of interfund
activity has generally been removed from the statements. Exceptions include the chargeback of services, such as utilities or
vehicle maintenance, and charges for central administrative costs. Elimination of these charges would distort the direct costs
and program revenues of the various functions reported. The City recovers indirect costs that are incurred in the Support
Services Fund, which is reported as an internal service fund. Indirect costs are calculated in a citywide cost allocation plan or
through indirect cost rates, which are based on the cost allocation plan.

Intergovernmental Revenues, Receivables, and Liabilities -- Intergovernmental revenues and related receivables arise
primarily through funding received from Federal and State grants. Revenues are earned through expenditure of money for
grant purposes. Intergovernmental liabilities arise primarily from funds held in an agency capacity for other local governmental
units.
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e -- Financial Statement Elements, continued

Federal and State Grants, Entitlements, and Shared Revenues -- Grants, entitements, and shared revenues may be
accounted for within any City fund. The purpose and requirements of each grant, entittement, or shared revenue are analyzed
to determine the appropriate fund statement and revenue category in which to report the related transactions. Grants,
entitlements, and shared revenues received for activities normally recorded in a particular fund may be accounted for in that
fund, provided that applicable legal restrictions can be satisfied.

Revenues received for activities normally accounted for within the nonmajor governmental fund groupings include: Federal
grant funds, State grant funds, and other special revenue grant funds. Capital grants restricted for capital acquisitions or
construction, other than those associated with proprietary type funds, are accounted for in the applicable capital projects
funds. Revenues received for operating activities of proprietary funds or revenues that may be used for either operations or
capital expenses are recognized in the applicable proprietary fund.

Special item — land sale -- In April 2012, the City Council approved an ordinance authorizing the execution of a master
development agreement for the sale and redevelopment of the Green Water Treatment plant land. Under this agreement, the
City will sell the land to the developer in four phases. The City received a payment of $4.31 million in fiscal year 2016; sales to
date total $32.12 million. The final sale is anticipated in fiscal year 2019, according to the current schedule. Due to the
unusual and infrequent occurrence of a sale of City property of this significance and the fact that the transaction is under the
control of City management, it is being reported as a special item in the financial statements.

Fund Equity -- Fund balances for governmental funds are reported in classifications that demonstrate the extent to which the
City is bound to honor constraints on the specific purposes for which amounts in those funds can be spent. The governmental
fund type classifications are as follows:

Nonspendable: The portion of fund balance that cannot be spent because it is either (a) not in spendable form, such
as inventories and prepaid items, or (b) legally or contractually required to be maintained intact.

Restricted: The portion of fund balance that is restricted to specific purposes due to constraints placed on the use of
resources that are either (a) externally imposed by creditors, grantors, contributors, or laws or regulations of other
governments or (b) imposed by law through constitution provisions or enabling legislation.

Committed: The portion of fund balance that can only be used for specific purposes pursuant to constraints imposed
by an ordinance, the highest level action taken, adopted by the City Council. An equal action (ordinance) must be
enacted to rescind the commitment. The City Council is the highest level of decision making authority.

Assigned: The portion of fund balance that is constrained by the City’s intent to use for specific purposes, but are
neither restricted nor committed. Under the City charter, the City Manager is authorized to assign individual amounts
up to $58,000 in fiscal year 2016 to a specific purpose. This amount is updated annually based on the most recently
published federal government, Bureau of Labor Statistics Indicator, Consumer Price Index (CPI-W U.S. City Average)
U.S. City Average.

Unassigned: The portion of fund balance that is not restricted, committed, or assigned to specific purposes; only the
General Fund reports a positive unassigned fund balance.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
e -- Financial Statement Elements, continued

The constraints placed on the fund balances of the General Fund and the nonmajor governmental funds are presented below
(in thousands):

Nonm ajor Governmental

General Special Debt Capital
Fund Revenue Service Projects Permanent Total
Nonspendable
Inventory $ 49 -- - - -- 49
Prepaid items 497 - - - - 497
Permanent funds - - -- -- 1,070 1,070
Total Nonspendable 546 -- -- -- 1,070 1,616
Restricted
Municipal court services -- 2,602 -- -- - 2,602
Police special purpose - 6,860 -- - - 6,860
Fire special purpose - 46 - - - 46
Transportation, planning, and sustainability - 224 -- - -- 224
Public health services - 289 - - - 289
Parks services -- 2,224 -- - -- 2,224
Library services -- 1,802 -- -- 1 1,803
Tourism programs -- 23,727 -- -- -- 23,727
Affordable housing programs - 27,055 -- - - 27,055
Urban grow th programs -- 4,403 -- -- - 4,403
Capital construction -- -- -- 95,533 -- 95,533
Debt service - - 21,629 -- - 21,629
Total Restricted -- 69,232 21,629 95,533 1 186,395
Committed
Transportation, planning, and sustainability -- 92 -- -- -- 92
Parks services - 5,091 - -- - 5,091
Affordable housing programs - 3,871 -- - -- 3,871
Urban grow th programs -- 33,454 -- -- -- 33,454
Total Committed -- 42,508 -- -- -- 42,508
Assigned
Municipal court services 182 -- -- - -- 182
Police special purpose 3,444 39 - - - 3,483
Fire special purpose 1,205 - - - - 1,205
EMS special purpose 1,138 -- -- - -- 1,138
Transportation, planning, and sustainability 486 9 -- - -- 495
Public health services 4,531 30 -- -- - 4,561
Parks services 1,953 119 -- -- - 2,072
Library services 172 6 -- - -- 178
Tourism programs - 63 -- - - 63
Affordable housing programs 90 5,637 -- -- -- 5,627
Urban grow th programs 15,499 5,222 -- -- - 20,721
Capital construction -- - - 96,808 -- 96,808
Total Assigned 28,700 11,025 -- 96,808 -- 136,533
Unassigned 131,743 (6,370) -- (8,506) - 116,867
Total Fund Balance $ 160,989 116,395 21,629 183,835 1,071 483,919

Restricted resources -- If both restricted and unrestricted resources are available for use, it is the City’s policy to use
restricted resources first and unrestricted resources as needed. In governmental funds, unrestricted resources would be
utilized in order from committed to assigned and finally unassigned.

Budget stabilization -- By formal action of City Council, the General Fund maintains two reserve funds: an emergency
reserve and a budget stabilization reserve. These reserves are part of unassigned fund balance for the General Fund. As of
September 30, 2016, the emergency reserve maintains a balance of six percent of total General Fund requirements, or $54.7
million, and the budget stabilization reserve reports a balance of $70.9 million. The funds in the budget stabilization reserve
may be appropriated to fund capital or other one-time costs, but such appropriation should not exceed one-third of the total
amount in the reserve.
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1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued
e -- Financial Statement Elements, continued

Cash and Cash Equivalents -- For purposes of the statement of cash flows, the City considers cash and cash equivalents to
be currency on hand, cash held by trustee, demand deposits with banks, and all amounts included in pooled investments and
cash accounts. The City considers the investment pool to be highly liquid, similar to a money market mutual fund.

Pensions -- For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the City’s three pension
plans and additions to/deductions from each plan’s fiduciary net position have been determined on the same basis as they are
reported by the plans. For this purpose, benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value. The net pension liability,
pension expenses, and long-term deferrals are allocated to funds based on actual contributions by fund during the
corresponding measurement period with the exception of the internal service funds, which are presented in governmental
activities in the government-wide statements (see Note 7).

Risk Management -- The City is exposed to employee-related risks for health benefits and workers’ compensation, as well as
to various risks of loss related to torts; theft of, damage to, or destruction of assets; fraud; and natural disasters. The City is
self-insured for legal liabilities, workers’ compensation claims, and employee health benefits.

The City does not participate in a risk pool but purchases commercial insurance coverage for property loss or damage,
commercial crime, fidelity bonds, airport operations, and contractors working at selected capital improvement project sites (see
Note 13).

Austin Energy has established an energy risk management program. This program was authorized by City Council and led by
the risk oversight committee. Under this program, Austin Energy enters into futures contracts, options, and swaps to reduce
exposure to natural gas and energy price fluctuations. For additional details see Note 9.

f -- Comparative Data

Governments are required to present comparative data only in connection with Management’'s Discussion and Analysis
(MD&A). Comparative data has been utilized within the MD&A to help readers more fully understand the City’s financial
statements for the current period.

d -- Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the financial statements and the reported amounts of revenues and expenditures/expenses during the reporting
period. Actual results could differ from those estimates.

2 - POOLED INVESTMENTS AND CASH

The following summarizes the amounts of pooled investments and cash by fund at September 30, 2016 (in thousands):

Pooled Investments and Cash

Unrestricted Restricted

General Fund $ 160,731 -
Nonmajor governmental funds 313,566 -
Austin Energy 351,763 86,195
Austin Water Utility 117,108 139,506
Airport 10,964 401,090
Nonmajor enterprise funds 236,656 37,159
Internal service funds 130,576 1,999
Fiduciary funds 3,984 -
Subtotal pooled investments and cash 1,325,348 665,949
Total pooled investments and cash $ 1,991,297
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3 - INVESTMENTS AND DEPOSITS
a -- Investments

Chapter 2256 of the Texas Government Code (the Public Funds Investment Act) authorizes the City to invest its funds under a
written investment policy (the “Investment Policy”) that primarily emphasizes safety of principal and liquidity; addresses
investment diversification, yield, and maturity; and addresses the quality and capability of investment personnel. The
Investment Policy defines what constitutes the legal list of investments allowed under the policy, which excludes certain
investment instruments allowed under Chapter 2256 of the Texas Government Code.

The City’s deposits and investments are invested pursuant to the Investment Policy, which is approved annually by the City
Council. The Investment Policy includes a list of authorized investment instruments, a maximum allowable stated maturity of
any individual investment, and the maximum average dollar weighted maturity allowed for pooled fund groups. In addition, it
includes an “Investment Strategy Statement” that specifically addresses each fund’s investment options and describes the
priorities of suitability of investment type, preservation and safety of principal, liquidity, marketability, diversification, and yield.
Additionally, the soundness of financial institutions in which the City will deposit funds is addressed.

The City Treasurer submits an investment report each quarter to the investment committee. The report details the investment
position of the City and the compliance of the investment portfolio as it relates to both the adopted investment strategy
statements and Texas state law.

The City is authorized to invest in the following investment instruments if they meet the guidelines of the investment policy:

1. Obligations of the United States or its agencies and instrumentalities;
. Direct obligations of the State of Texas;

3. Other obligations, the principal and interest on which are unconditionally guaranteed or insured by the State of Texas
or the United States or its agencies and instrumentalities;

4. Obligations of other states, cities, counties, or other political subdivisions of any state having been rated as to
investment quality by a nationally recognized investment rating firm and having received a rating of not less than A or
its equivalent;

5. Bankers’ acceptances, so long as each such acceptance has a stated maturity of 270 days or less from the date of its
issuance, will be liquidated in full at maturity, are eligible collateral for borrowing from a Federal Reserve Bank, and
are accepted by a domestic bank whose short-term obligations are rated at least A-1, P-1, or the equivalent by a
nationally recognized credit rating agency or which is the largest subsidiary of a bank holding company whose short-
term obligations are so rated;

6. Commercial paper with a stated maturity of 270 days or less from the date of its issuance that is either rated not less
than A-1, P-1, or the equivalent by at least two nationally recognized credit rating agencies or is rated at least A-1, P-
1, or the equivalent by at least one nationally recognized credit rating agency and is fully secured by an irrevocable
letter of credit issued by a bank organized and existing under the laws of the United States or any state thereof;

7. Collateralized repurchase agreements having a defined termination date and described in more detail in the
Investment Policy;

8. Certificates of deposit issued by depository institutions that have a main office or branch office in Texas that are
guaranteed or insured by the Federal Deposit Insurance Corporation or its successor or as further described in the
Investment Policy;

9. Share certificates issued by a depository institution that has a main office or branch office in Texas;

10. Money market mutual funds;

11. Local government investment pools (LGIPs); and

12. Securities lending program.

The City did not participate in any reverse repurchase agreements or security lending arrangements during fiscal year 2016.

All City investments are insured, registered, or held by an agent in the City’s name; therefore, the City is not exposed to
custodial credit risk.

The City participates in TexPool, TexasDAILY, TexStar, and Lone Star (collectively referred to as the LGIPs). The State
Comptroller oversees TexPool, with Federated Investors managing the daily operations of the pool under a contract with the
State Comptroller. Although there is no regulatory oversight over TexasDAILY, an advisory board consisting of participants or
their designees maintains oversight responsibility for TexasDAILY. PFM Asset Management LLC manages the daily
operations of TexasDAILY under a contract with the advisory board. JPMorgan Investment Management, Inc. and First
Southwest Asset Management, Inc. serve as co-administrators for TexStar under an agreement with the TexStar board of
directors. First Public, LLC serves as the administrator of Lone Star under an agreement with Lone Star’s board of directors.

56



Notes to Basic Financial Statements City of Austin, Texas
September 30, 2016 (Continued)

3 —INVESTMENTS AND DEPOSITS, continued
a -- Investments, continued

The City invests in LGIPs to provide its liquidity needs. The LGIPs were established in conformity with the Interlocal
Cooperation Act, Chapter 791 of the Texas Government Code and the Public Funds Investment Act, Chapter 2256 of the
Code. The LGIPs are structured like money market mutual funds and allow shareholders the ability to deposit or withdraw
funds on a daily basis. In addition, interest rates are adjusted on a daily basis, and the funds seek to maintain a constant NAV
of $1.00, although this cannot be fully guaranteed. The LGIPs are rated AAAm and must maintain a dollar weighted average
maturity not to exceed a 60-day limit. At September 30, 2016, TexPool, TexasDAILY, TexStar, and Lone Star had a weighted
average maturity of 45 days, 55 days, 41 days, and 31 days, respectively. The City’'s LGIP investments are not subject to
limitations, penalties, or restrictions on withdrawals outside emergency conditions that make the sale of assets or
determination of fund NAV not reasonably practical, and therefore, the City considers holdings in these funds to have an
effective weighted average maturity of one day.

GASB Statement No. 79 established an option for certain external investment pools and pool participants to continue
measuring these investment pools at amortized cost rather than fair value. Qualifying pool participants may measure
investments at amortized cost if certain criteria are met. All City LGIPs are qualifying pools for purposes of GASB Statement
No. 79. TexStar measures their investments at fair value while TexPool, TexasDAILY and Lone Star opted to report at
amortized cost.

The City categorizes its fair value measurements within the fair value hierarchy established by generally accepted accounting
principles. The hierarchy is based on the valuation inputs used to measure the fair value of the asset. Level 1 inputs are
quoted prices in active markets for identical assets; Level 2 inputs are other observable inputs; Level 3 inputs are
unobservable inputs.

The City has the following recurring fair value measurements as of September 30, 2016:

e U.S. Treasury securities of $324 million are valued using other observable inputs, including but not limited to, model
processes, benchmark curves, benchmarking of like securities, sector groupings, and matrix pricing (Level 2 inputs).

e U.S. Agency securities of $1.2 billion are valued using other observable inputs, including but not limited to, model
processes, benchmark curves, benchmarking of like securities, sector groupings, and matrix pricing (Level 2 inputs).

As of September 30, 2016, the City presented Money Market Funds of $116 million, LGIPs of $838 million are valued using
amortized cost, and LGIP’s of $234 million valued using NAV.

The following table includes the portfolio balances of all non-pooled and pooled investments of the City at September 30, 2016
(in thousands):

Governmental  Business-type Fiduciary
Activities Activities Funds Total

Non-pooled investments:

Local Government Investment Pools $ 20,470 342,034 -- 362,504

Money Market Funds 1,740 113,844 -- 115,584

US Treasury Notes -- 33,606 -- 33,606

US Agency Bonds -- 206,077 -- 206,077
Total non-pooled investments 22,210 695,561 -- 717,771
Pooled investments:

Local Government Investment Pools 216,016 491,658 1,419 709,093

US Treasury Notes 88,459 201,217 581 290,257

US Agency Bonds 304,991 693,777 1,984 1,000,752
Total pooled investments 609,466 1,386,652 3,984 2,000,102
Total investments $ 631,676 2,082,213 3,984 2,717,873

Concentration of Credit Risk

At September 30, 2016, the City of Austin was exposed to concentration of credit risk since it held investments with more than
five percent of the total investment portfolio balances of the City in securities of the following issuers (in millions): Federal Farm
Credit Bank ($308.3 or 11%), Federal Home Loan Bank ($327.3 or 12%), Federal Home Loan Mortgage Corporation ($295.5
or 11%), and Federal National Mortgage Association ($275.8 or 10%).
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3 —INVESTMENTS AND DEPOSITS, continued
a -- Investments, continued

The risk exposures for governmental and business-type activities, individual major funds, nonmajor funds in the aggregate,
and fiduciary fund types of the City are not significantly greater than the deposit and investment risk of the primary
government. The Investment Policy segregates the portfolios into strategic categories including:

Operating funds excluding special project funds,
Debt service funds,

Debt service reserve funds, and

Special project funds or special purpose funds.

PN~

The City’s credit risk is controlled by complying with the Investment Policy, which includes qualification of the brokers and
financial institutions with whom the City will transact, sufficient collateralization, portfolio diversification, and maturity
limitations.

b -- Investment Categories

As of September 30, 2016, the City had the following investments in each of these strategic categories (in thousands):

Weighted
Governmental Business-type Fiduciary Average
Investment Type by Category Activities Activities Funds Total Maturity (days)
Operating funds
Local Government Investment Pools $ 216,016 491,658 1,419 709,093 1
US Treasury Notes 88,459 201,217 581 290,257 244
US Agency Bonds 304,991 693,777 1,984 1,000,752 520
Total operating funds 609,466 1,386,652 3,984 2,000,102
Debt service funds
General Obligation Debt Service
Local Government Investment Pools 20,470 - - 20,470 1
Utility (1)
Local Government Investment Pools - 145,492 - 145,492 1
Airport
Local Government Investment Pools - 25,181 - 25,181 1
Nonmajor Enterprise-Convention Center
Local Government Investment Pools - 10,678 - 10,678 1
Total Debt service funds 20,470 181,351 -- 201,821
Debt service reserve funds
Utility (1)
Local Government Investment Pools - 41,394 - 41,394 1
Airport
Local Government Investment Pools - 14,708 - 14,708 1
Nonmajor Enterprise-Convention Center
Local Government Investment Pools -- 13,305 - 13,305 1
Total Debt service reserve funds -- 69,407 -- 69,407
Special projects/purpose funds
Austin Energy Strategic Reserve
Local Government Investment Pools - 64,092 - 64,092 1
US Treasury Notes - 15,050 - 15,050 141
US Agency Bonds - 110,167 - 110,167 1141
Total Austin Energy Strategic Reserve -- 189,309 - 189,309
Austin Energy Nuclear Decommissioning Trust Funds (NDTF)
Money Market Funds - 97,226 -- 97,226 1
US Treasury Notes - 18,556 - 18,556 308
US Agency Bonds - 95,910 - 95,910 619
Total Austin Energy NDTF - 211,692 - 211,692
Special Projects - Utility Reserve (1)
Local Government Investment Pools - 27,108 - 27,108 1
Special Projects - Airport Construction
Local Government Investment Pools -- 76 -- 76 1
Special Purpose Funds - Investments Held by Trustee
Money Market Funds 1,740 16,618 - 18,358 1
Total Special projects/purpose funds 1,740 444,803 - 446,543
Total funds $ 631,676 2,082,213 3,984 2,717,873

(1) Includes combined pledge debt service
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3 —INVESTMENTS AND DEPOSITS, continued
b -- Investment Categories, continued

Credit Risk

At September 30, 2016, City funds held investments in LGIPs and Money Market Funds rated AAAm by Standard & Poor’s,
short-to-medium term U.S. Agency bonds rated AA+ by Standard & Poor’s, and the remaining investments in Treasury
securities, which are direct obligations of the U.S. government.

Concentration of Credit Risk

Operating Funds

At September 30, 2016, the operating funds held investments with more than five percent of the total portfolio in securities of
the following issuers (in millions): Federal Farm Credit Bank ($303.2 or 15%), Federal Home Loan Bank ($287.2 or 14%),
Federal Home Loan Mortgage Corporation ($250.2 or 13%), and Federal National Mortgage Association ($160.1 or 8%).

Special Projects or Special Purpose Funds

At September 30, 2016, the Austin Energy Strategic Reserve Fund held investments with more than five percent of the total in
securities of the following issuers (in millions): Federal Home Loan Bank ($30.0 or 16%), Federal Home Loan Mortgage
Corporation ($20.1 or 11%), and Federal National Mortgage Association ($55.0 or 29%).

At September 30, 2016, the NDTF held investments with more than five percent of the total in securities of the following
issuers (in millions): Federal Home Loan Mortgage Corporation ($25.2 or 12%), Federal National Mortgage Association ($60.7
or 29%).

Interest Rate Risk

Operating Funds

As a means of minimizing risk of loss due to interest rate fluctuations, the Investment Policy requires that investment maturities
will not exceed the lesser of a dollar weighted average maturity of 365 days or the anticipated cash flow requirements of the
funds. Quality short-to-medium term securities should be purchased, which complement each other in a structured manner
that minimizes risk and meets the City’s cash flow requirements. Three years is the maximum period before maturity.

At September 30, 2016, less than half of the Investment Pool was invested in AAAm rated LGIPs, with the remainder invested
in short-to-medium term U.S. Agency and Treasury obligations. Term limits on individual maturities did not exceed three years
from the purchase date. The dollar weighted average maturity of all securities was 296 days, which was less than the
threshold of 365 days.

Debt Service Funds

Investment strategies for debt service funds have as the primary objective the assurance of investment liquidity adequate to
cover the debt service obligation on the required payment date. As a means of minimizing risk of loss due to interest rate
fluctuations, securities purchased cannot have a stated final maturity date which exceeds the debt service payment date.

Debt Service Reserve Funds

Investment strategies for debt service reserve funds shall have as the primary objective the ability to generate a dependable
revenue stream to the appropriate debt service fund from securities with a low degree of volatility. Except as may be required
by bond ordinance specific to an individual issue, securities should be of high quality, with short-term to intermediate-term
securities.

Special Projects or Special Purpose Funds
As a means of minimizing risk of loss due to interest rate fluctuations, the Investment Policy requires that investment maturities
in this category not exceed the anticipated cash flow requirements of the funds.

Special Purpose Funds - Austin Energy Strategic Reserve Fund
At September 30, 2016, the portfolios held investments in TexPool, U.S. Treasury, and U.S. Agency obligations with maturities
that will meet anticipated cash flow requirements and an overall dollar weighted average maturity of 675 days.

Special Purpose Funds - Austin Energy Nuclear Decommissioning Trust Funds (NDTF)

As a means of minimizing risk of loss due to interest rate fluctuations, the Investment Policy for the NDTF portfolios requires
that the dollar weighted average maturity, using final stated maturity dates, shall not exceed seven years, although the
portfolio’s weighted average maturity may be substantially shorter if market conditions so dictate. At September 30, 2016, the
dollar weighted average maturity was 306 days.
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3 —INVESTMENTS AND DEPOSITS, continued
b -- Investment Categories, continued

Special Purpose Funds - Investments Held by Trustee

Investment objectives for these special purpose funds have as the primary objective the safety of principal and assurance of
liquidity adequate to cover construction expense draws. As a means of minimizing risk of loss due to interest rate fluctuations,
funds are being held in overnight money market funds.

¢ -- Investment and Deposits

Investments and deposits portfolio balances at September 30, 2016, are as follows (in thousands):

Governmental Business-type Fiduciary
Activities Activities Funds Total
Non-pooled investments and cash $ 29,304 700,594 - 729,898
Pooled investments and cash 611,138 1,390,454 3,984 2,005,576
Total investments and cash 640,442 2,091,048 3,984 2,735,474
Unrestricted cash 64 61 - 125
Restricted cash 7,030 4972 - 12,002
Pooled investments and cash 611,138 1,390,454 3,984 2,005,576
Investments 22,210 695,561 -- 717,771
Total $ 640,442 2,091,048 3,984 2,735,474

A difference of $14.3 million exists between portfolio balance and book balance, primarily due to deposits in transit offset by
outstanding checks.

Deposits
The September 30, 2016 carrying amount of deposits at the bank and cash on hand are as follows (in thousands):

Governmental Business-type
Activities Activities Total

Cash

Unrestricted $ 64 61 125

Restricted - 4,972 4,972
Cash held by trustee

Restricted 7,030 - 7,030
Pooled cash 1,672 3,802 5,474
Total deposits $ 8,766 8,835 17,601

All bank accounts were either insured or collateralized with securities held by the City or its agents in the City’s name at
September 30, 2016.
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4 - PROPERTY TAXES

The City’s property tax is levied each October 1 on the assessed value listed as of January 1 for all real and personal property
located in the City. The adjusted assessed value for the roll as of January 1, 2015, upon which the 2016 levy was based, was
$110,526,026,399.

Taxes are due by January 31 following the October 1 levy date. During the year ended September 30, 2016, 99.54% of the
current tax levy (October 1, 2015) was collected. The statutory lien date is January 1.

The methods of property assessment and tax collection are determined by Texas statutes. The statutes provide for a property
tax code, countywide appraisal districts, a State property tax board, and certain exemptions from taxation, such as intangible
personal property, household goods, and family-owned automobiles.

The appraisal of property within the City is the responsibility of the Travis Central Appraisal District, the Williamson Central
Appraisal District, and the Hays Central Appraisal District. The appraisal districts are required under the Property Tax Code to
assess all real and personal property within the appraisal district on the basis of 100% of its appraised value and are
prohibited from applying any assessment ratios. The value of property within the appraisal district must be reviewed every two
years; however, the City may require more frequent reviews of appraised values at its own expense. The Travis Central
Appraisal District and the Hays Central Appraisal District have chosen to review the value of property in their respective
districts every two years, while the Williamson Central Appraisal District has chosen to review the value of property on an
annual basis. The City may challenge appraised values established by the appraisal district through various appeals and, if
necessary, legal action.

The City is authorized to set tax rates on property within the city limits. However, if the effective tax rate, excluding tax rates
for bonds, certificates of obligation, and other contractual obligations, as adjusted for new improvements and revaluation,
exceeds the rate for the previous year by more than 8%, State statute allows qualified voters of the City to petition for an
election to determine whether to limit the tax rate increase to no more than 8%.

The City is permitted by Article XI, Section 5 of the State of Texas Constitution to levy taxes up to $2.50 per $100 of assessed
valuation for general governmental services, including the payment of principal and interest on general obligation long-term
debt. Under the City charter, a limit on taxes levied for general governmental services, exclusive of payments of principal and
interest on general obligation long-term debt, has been established at $1.00 per $100 assessed valuation. A practical
limitation on taxes levied for debt service of $1.50 per $100 of assessed valuation is established by state statute and City
charter limitations. Through contractual arrangements, Travis, Williamson, and Hays Counties bill and collect property taxes
for the City.

The tax rate to finance general governmental functions, other than the payment of principal and interest on general obligation
long-term debt, for the year ended September 30, 2016, was $0.3527 per $100 assessed valuation. The tax rate for servicing
the payment of principal and interest on general obligation long-term debt for the fiscal year ended September 30, 2016 was
$0.1062 per $100 assessed valuation. The City has a tax margin for general governmental purposes of $0.6473 per $100
assessed valuation, and could levy approximately $715,434,969 in additional taxes from the assessed valuation of
$110,526,026,399 before the legislative limit is reached.

The City has reserved a portion of the taxes collected for lawsuits filed by certain taxpayers against the appraisal districts
challenging assessed values in the government-wide financial statements.
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5 — CAPITAL ASSETS AND INFRASTRUCTURE

Governmental Activities

Capital asset activity for the year ended September 30, 2016, was as follows (in thousands):

Beginning Ending
Balance Increases (1) Decreases (1) Balance

Depreciable capital assets

Building and improvements $ 861,875 26,078 (7) 887,946

Plant and equipment 245,398 18,995 (4,827) 259,566

Vehicles 127,244 13,591 (5,714) 135,121

Infrastructure 2,494,659 199,115 (61) 2,693,713
Total depreciable capital assets 3,729,176 257,779 (10,609) 3,976,346
Less accumulated depreciation for

Building and improvements (311,378) (25,276) 28 (336,626)

Plant and equipment (168,406) (21,578) 4,659 (185,325)

Vehicles (80,684) (10,421) 5,549 (85,556)

Infrastructure (1,042,988) (68,925) -- (1,111,913)
Total accumulated depreciation (1,603,456) (126,200) (2) 10,236 (1,719,420)
Depreciable capital assets, net 2,125,720 131,579 (373) 2,256,926
Nondepreciable capital assets

Land and improvements 368,037 14,066 (8,129) 373,974

Arts and treasures 9,233 124 -- 9,357

Library collections 17,610 -- -- 17,610

Construction in progress 271,795 152,767 (183,987) 240,575
Total nondepreciable assets 666,675 166,957 (192,116) 641,516
Total capital assets $ 2,792,395 298,536 (192,489) 2,898,442

(1) Increases and decreases do not include transfers (at net book value) between Governmental Activities.

(2) Components of accumulated depreciation/amortization increases:

Governmental Activities:

General government $ 5,236
Public safety 14,656
Transportation, planning and sustainability 56,333
Public health 1,553
Public recreation and culture 16,718
Urban growth management 19,340
Internal service funds 12,364
Total increases in accumulated depreciation/amortization $ 126,200
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5 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Total

Capital asset activity for the year ended September 30, 2016, was as follows (in thousands):

Beginning Ending
Balance Increases (1) Decreases (1) Balance
Depreciable capital assets
Building and improvements $ 2,317,368 185,485 (11) 2,502,842
Plant and equipment 3,681,756 114,839 (4,433) 3,792,162
Vehicles 204,992 18,529 (9,868) 213,653
Electric plant 4,670,279 157,655 (23,375) 4,804,559
Non-electric plant 200,540 14,785 (19) 215,306
Nuclear fuel 345,841 16,872 - 362,713
Water rights 100,000 -- -- 100,000
Total depreciable capital assets 11,520,776 508,165 (37,706) 11,991,235
Less accumulated depreciation/amortization for
Building and improvements (668,532) (58,456) 7 (726,981)
Plant and equipment (1,374,830) (99,666) 3,305 (1,471,191)
Vehicles (123,232) (17,283) 7,898 (132,617)
Electric plant (2,451,372) (146,086) 14,930 (2,582,528)
Non-electric plant (62,479) (8,618) 10 (71,087)
Nuclear fuel (299,017) (17,075) - (316,092)
Water rights (15,803) (988) - (16,791)
Total accumulated depreciation/amortization (4,995,265) (348,172) (2) 26,150 (5,317,287)
Depreciable capital assets, net 6,525,511 159,993 (11,556) 6,673,948
Nondepreciable capital assets
Land and improvements 593,807 56,742 (41) 650,508
Arts and treasures 3,864 217 - 4,081
Construction in progress 299,788 445,999 (404,633) 341,154
Plant held for future use 23,115 - - 23,115
Total nondepreciable assets 920,574 502,958 (404,674) 1,018,858
Total capital assets $ 7,446,085 662,951 (416,230) 7,692,806

(1) Increases and decreases do not include transfers (at net book value) between Business-type Activities.

(2) Components of accumulated depreciation/amortization increases:
Business-type Activities:

Electric $ 173,774
Water 55,676
Wastewater 60,394
Airport 28,092
Convention Center 9,112
Environmental and health services 8,613
Public recreation 834
Urban growth management 11,677
Total increases in accumulated depreciation/amortization $ 348,172
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(Continued)

5 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Austin Energy

Capital asset activity for the year ended September 30, 2016, was as follows (in thousands):

Depreciable capital assets
Vehicles
Electric plant
Non-electric plant
Nuclear fuel

Total depreciable capital assets

Less accumulated depreciation/amortization for
Vehicles
Electric plant
Non-electric plant
Nuclear fuel
Total accumulated depreciation/amortization
Depreciable capital assets, net

Nondepreciable capital assets
Land and improvements
Plant held for future use
Construction in progress

Total nondepreciable assets

Total capital assets

(1) Components of accumulated depreciation/amortization increases:

Current year depreciation

Beginning Ending
Balance Increases Decreases Balance
$ 30,586 2,484 (453) 32,617
4,670,279 157,655 (23,375) 4,804,559
200,540 14,785 (19) 215,306
345,841 16,872 - 362,713
5,247,246 191,796 (23,847) 5,415,195
(23,640) (1,995) 401 (25,234)
(2,451,372) (146,086) 14,930 (2,682,528)
(62,479) (8,618) 10 (71,087)
(299,017) (17,075) - (316,092)
(2,836,508) (173,774) (1) 15,341 (2,994,941)
2,410,738 18,022 (8,506) 2,420,254
63,913 628 (30) 64,511
23,115 - - 23,115
106,002 177,858 (181,787) 102,073
193,030 178,486 (181,817) 189,699
$ 2,603,768 196,508 (190,323) 2,609,953

Current year amortization included in operating expense
Total increases in accumulated depreciation/amortization
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5 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Austin Water Utility

Capital asset activity for the year ended September 30, 2016, was as follows (in thousands):

Beginning Ending
Balance Increases Decreases Balance
Depreciable capital assets
Building and improvements $ 1,160,190 21,697 - 1,181,887
Plant and equipment 3,456,431 104,630 (1,301) 3,559,760
Vehicles 39,663 2,108 (1,069) 40,702
Water rights 100,000 - - 100,000
Total depreciable capital assets 4,756,284 128,435 (2,370) 4,882,349
Less accumulated depreciation/amortization for
Building and improvements (255,516) (23,999) - (279,515)
Plant and equipment (1,289,518) (88,633) 838 (1,377,313)
Vehicles (29,844) (2,450) 946 (31,348)
Water rights (15,803) (988) - (16,791)
Total accumulated depreciation/amortization (1,590,681) (116,070) (1) 1,784 (1,704,967)
Depreciable capital assets, net 3,165,603 12,365 (586) 3,177,382
Nondepreciable capital assets
Land and improvements 230,920 14 11) 230,923
Arts and treasures 84 19 - 103
Construction in progress 120,562 112,227 (92,374) 140,415
Total nondepreciable assets 351,566 112,260 (92,385) 371,441
Total capital assets $ 3,517,169 124,625 (92,971) 3,548,823
(1) Components of accumulated depreciation/amortization increases:
Current year depreciation
Water $ 54,688
Wastewater 60,394
Current year amortization
Water 988
Total increases in accumulated depreciation/amortization $ 116,070
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5 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Airport

Capital asset activity for the year ended September 30, 2016, was as follows (in thousands):

Beginning Ending
Balance Increases Decreases Balance

Depreciable capital assets

Building and improvements $ 825,117 159,788 - 984,905

Plant and equipment 28,212 3,028 (1,984) 29,256

Vehicles 12,214 2,866 (695) 14,385
Total depreciable capital assets 865,543 165,682 (2,679) 1,028,546
Less accumulated depreciation for

Building and improvements (267,970) (25,116) - (293,086)

Plant and equipment (15,658) (1,584) 1,472 (15,770)

Vehicles (6,570) (1,392) 667 (7,295)
Total accumulated depreciation (290,198) (28,092) (1) 2,139 (316,151)
Depreciable capital assets, net 575,345 137,590 (540) 712,395
Nondepreciable capital assets

Land and improvements 96,381 - - 96,381

Arts and treasures 3,168 198 - 3,366

Construction in progress 14,077 67,259 (15,142) 66,194
Total nondepreciable assets 113,626 67,457 (15,142) 165,941
Total capital assets $ 688,971 205,047 (15,682) 878,336

(1) Components of accumulated depreciation/amortization increases:
Current year depreciation $ 28,092
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5 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Nonmajor Enterprise Funds

Capital asset activity for the year ended September 30, 2016, was as follows (in thousands):

Beginning Ending
Balance Increases (1) Decreases (1) Balance
Depreciable capital assets
Building and improvements $ 332,061 4,000 (11) 336,050
Plant and equipment 197,113 7,181 (1,148) 203,146
Vehicles 122,529 11,071 (7,651) 125,949
Total depreciable capital assets 651,703 22,252 (8,810) 665,145
Less accumulated depreciation for
Building and improvements (145,046) (9,341) 7 (154,380)
Plant and equipment (69,654) (9,449) 995 (78,108)
Vehicles (63,178) (11,446) 5,884 (68,740)
Total accumulated depreciation (277,878) (30,236) (2) 6,886 (301,228)
Depreciable capital assets, net 373,825 (7,984) (1,924) 363,917
Nondepreciable capital assets
Land and improvements 202,593 56,100 -- 258,693
Arts and treasures 612 -- -- 612
Construction in progress 59,147 88,655 (115,330) 32,472
Total nondepreciable assets 262,352 144,755 (115,330) 291,777
Total capital assets $ 636,177 136,771 (117,254) 655,694

(1) Increases and decreases do not include transfers (at net book value) between nonmajor enterprise funds.

(2) Components of accumulated depreciation/amortization increases:
Current year depreciation

Convention Center $ 9,112
Environmental and health services 8,613
Public recreation 834
Urban growth management 11,677
Total increases in accumulated depreciation/amortization $ 30,236
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5 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Capitalized Interest

The City has recorded capitalized interest for fiscal year 2016 in the following funds related to the construction of various
enterprise fund capital improvement projects (in thousands):

Enterprise Funds

Major fund:
Airport $ 1,282
Nonmajor enterprise funds:
Convention Center 654
Drainage 727

Interest is not capitalized on governmental capital assets. In accordance with accounting for regulated operations, interest is
also not capitalized for Austin Energy or Austin Water Utility capital assets.

Service Concession Arrangements

The City has recorded capital assets of $148.6 million, other assets of $12.6 million and deferred inflows of $147.8 million
derived from three service concession arrangements (SCA) described below. An SCA is an arrangement in which the City
conveys use of a capital asset to an operator in exchange for significant consideration; where the operator is compensated
from third parties; where the City may determine what services are provided, to whom and for what price; where the City
retains a significant residual interest in the asset after the SCA terminates.

The City has had an agreement with the Friends of Umlauf Garden, Inc. since 1991 to manage and operate the Umlauf
Sculpture Garden and Museum. The agreement extends through 2021 and is for the purpose of displaying the artistic works of
Charles Umlauf for the public enjoyment and education. Structures, which are dedicated to the City, have been built on City-
owned land and display City-owned artwork.

The City entered into an agreement with the Young Men’s Christian Association (YMCA) in 2010 to develop and operate a
new joint-use recreational facility for public use. The facility is owned by the City and operated by the YMCA under a 20 year
agreement extending through 2032.

The City entered into a Master Lease Agreement with Austin CONRAC LLC, a corporation established to operate Austin’s
consolidated rent-a-car facility (‘CONRAC”). The master lease, with a 20 year initial term and a 10 year extension option,
provides for construction, financing, and management of a joint use facility. CONRAC began operations October 1, 2015. The
operator pays annual rent of $900,000 to the Airport. The present value of the future rent payments was $13 million at lease
inception. As of September 30, 2016, the unamortized balance was $12.6 million and is presented in other assets and
deferred inflows of resources. The CONRAC was financed with $143 Million in City of Austin-issued Rental Car Special
Facility Bonds, conduit debt secured by customer facilities charges (CFC). CFC funds are remitted by rental car
concessionaires directly to the bond trustee. See Note 15 for conduit debt information. Construction costs totaled $151.5
million through September 30, 2016, and the City has recorded the asset with a corresponding deferred inflow of resources to
be amortized over the 30 year term of the master lease agreement.

As of September 30, 2016, the City reported the following SCA activities (in thousands):

Asset Beginning Ending
Construction Accumulated Current Year Accumulated Net Book
Service Concession Arrangement Cost Depreciation Depreciation Depreciation Value
Governmental Activities:
Umlauf Sculpture Garden $ 2,337 1,398 59 1,457 880
YMCA Northeast Recreation Center 1,333 94 33 127 1,206
Business-type Activities:
CONRAC facility 151,565 -- 5,052 5,052 146,513
155,235 1,492 5,144 6,636 148,599
Beginning  Beginning Ending Ending

Deferred Accumulated Current Year Accumulated Deferred
Inflows Amortization Amortization Amortization Inflows

Governmental Activities:

Umlauf Sculpture Garden 2,337 1,862 78 1,940 397

YMCA Northeast Recreation Center 1,333 345 67 412 921
Business-type Activities:

CONRAC facility 151,565 -- 5,052 5,052 146,513

CONRAC base rent agreement 13,041 -- 436 436 12,605

$ 168,276 2,207 5,633 7,840 160,436
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6 — DEBT AND NON-DEBT LIABILITIES
a -- Long-Term Liabilities

Payments on bonds for governmental activities will be made from the general obligation debt service funds. Accrued
compensated absences that pertain to governmental activities will be liquidated by the General Fund, special revenue funds,
and internal service funds. Claims payable will be liquidated by internal service funds. Other liabilities that pertain to
governmental activities will be liquidated by the General Fund, special revenue funds, general governmental capital
improvement projects funds, and internal service funds.

There are a number of limitations and restrictions contained in the various bond indentures. The City is in compliance with all
limitations and restrictions.

Internal service funds predominately serve the governmental funds. Accordingly, long-term liabilities for these funds are
included in governmental activities.

The following is a summary of changes in long-term obligations. Certain long-term obligations provide financing to both
governmental and business-type activities. Balances at September 30, 2016, were as follows (in thousands):

October 1, September 30, Amounts Due
Description 2015 Increases Decreases 2016 Within One Year

Governmental activities
General obligation bonds, net $ 1,030,680 275,111 (197,233) 1,108,558 58,614
Certificates of obligation, net 165,350 30,055 (29,204) 166,201 5,890
Contractual obligations, net 102,396 10,604 (11,988) 101,012 11,764
Debt service requirements total 1,298,426 315,770 (238,425) 1,375,771 76,268
Other long-term obligations
Accrued compensated absences 132,389 4,805 (512) 136,682 60,643
Claims payable 47,464 26,485 (24,611) 49,338 24,523
Net pension liability 844,086 381,807 (100,603) 1,125,290 -
Other postemployment benefits 484,854 52,986 - 537,840 -
Other liabilities 92,306 5,984 (4,608) 93,682 79,587
Governmental activities total 2,899,525 787,837 (368,759) 3,318,603 241,021
Total business-type activities
General obligation bonds, net 28,852 - (4,779) 24,073 3,406
Certificates of obligation, net 40,695 20,637 (2,518) 58,814 2,141
Contractual obligations, net 54,686 5,590 (14,739) 45,537 12,082
Other tax supported debt, net 8,450 -- (795) 7,655 539
General obligation bonds

and other tax supported debt total 132,683 26,227 (22,831) 136,079 18,168
Commercial paper notes, net 200,581 118,120 (188,785) 129,916 -
Revenue bonds, net 4,600,817 306,441 (328,766) 4,578,492 178,415
Capital lease obligations 1,089 -- (49) 1,040 51
Debt service requirements total 4,935,170 450,788 (540,431) 4,845,527 196,634
Other long-term obligations
Accrued compensated absences 24,708 698 (301) 25,105 24,981
Net pension liability 445,809 239,367 (50,332) 634,844 -
Other postemployment benefits 292,845 32,899 - 325,744 -
Accrued landfill closure and postclosure costs 11,448 1,384 (229) 12,603 2,704
Decommissioning expense payable 183,008 3,801 (459) 186,350 7,333
Other liabilities 100,773 6,953 (17,174) 90,552 54,415
Business-type activities total 5,993,761 735,890 (608,926) 6,120,725 286,067
Total liabilities (1) $ 8,893,286 1,523,727 (977,685) 9,439,328 527,088

(1) This schedule excludes select short-term liabilities of $92,125 for governmental activities. For business-type activities, it excludes
select short-term liablities of $246,356, capital appreciation bond interest payable of $70,716 and derivative instruments of $96,675.
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6 — DEBT AND NON-DEBT LIABILITIES, continued
a -- Long-Term Liabilities, continued

October 1, September 30, Amounts Due
Description 2015 Increases Decreases 2016 Within One Year

Business-type activities:
Electric activities
General obligation bonds, net $ 529 - (123) 406 127
General obligation bonds

and other tax supported debt total 529 - (123) 406 127
Commercial paper notes, net 32,046 55,700 - 87,746 -
Revenue bonds, net 1,410,643 - (71,453) 1,339,190 44,278
Capital lease obligations 1,089 - (49) 1,040 51
Debt service requirements total 1,444,307 55,700 (71,625) 1,428,382 44,456
Other long-term obligations
Accrued compensated absences 10,257 61 (47) 10,271 10,271
Net pension liability 190,289 97,186 (21,118) 266,357 -
Other postemployment benefits 115,660 12,755 -- 128,415 -
Decommissioning expense payable 183,008 3,801 (459) 186,350 7,333
Other liabilities 74,542 4,391 (11,961) 66,972 30,835
Electric activities total 2,018,063 173,894 (105,210) 2,086,747 92,895
Water and Wastewater activities
General obligation bonds, net 2,856 - (1,103) 1,753 856
Contractual obligations, net 7,087 2,369 (2,016) 7,440 1,830
Other tax supported debt, net 5,410 - (509) 4,901 345
General obligation bonds

and other tax supported debt total 15,353 2,369 (3,628) 14,094 3,031
Commercial paper notes, net 168,535 62,420 (188,785) 42,170 -
Revenue bonds, net 2,448,471 306,441 (225,108) 2,529,804 100,047
Debt service requirements total 2,632,359 371,230 (417,521) 2,586,068 103,078
Other long-term obligations
Accrued compensated absences 5,472 203 (144) 5,531 5,531
Net pension liability 100,759 52,676 (11,278) 142,157 -
Other postemployment benefits 75,008 8,242 - 83,250 -
Other liabilities 13,073 2,075 (938) 14,210 14,210
Water and Wastewater activities total 2,826,671 434,426 (429,881) 2,831,216 122,819
Airport activities
General obligation bonds, net 105 - (25) 80 24
General obligation bonds

and other tax supported debt total 105 - (25) 80 24
Revenue bonds, net 566,098 - (19,603) 546,495 21,940
Debt service requirements total 566,203 - (19,628) 546,575 21,964
Other long-term obligations
Accrued compensated absences 1,949 39 - 1,988 1,988
Net pension liability 30,903 16,875 (3,510) 44,268 -
Other postemployment benefits 19,737 2,198 - 21,935 -
Other liabilities 3,552 68 (577) 3,043 3,043
Airport activities total 622,344 19,180 (23,715) 617,809 26,995
Nonmajor activities
General obligation bonds, net 25,362 - (3,528) 21,834 2,399
Certificates of obligation, net 40,695 20,637 (2,518) 58,814 2,141
Contractual obligations 47,599 3,221 (12,723) 38,097 10,252
Other tax supported debt, net 3,040 - (286) 2,754 194
General obligation bonds

and other tax supported debt total 116,696 23,858 (19,055) 121,499 14,986
Revenue bonds, net 175,605 - (12,602) 163,003 12,150
Debt service requirements total 292,301 23,858 (31,657) 284,502 27,136
Other long-term obligations
Accrued compensated absences 7,030 395 (110) 7,315 7,191
Net pension liability 123,858 72,630 (14,426) 182,062 -
Other postemployment benefits 82,440 9,704 - 92,144 -
Accrued landfill closure and postclosure costs 11,448 1,384 (229) 12,603 2,704
Other liabilities 9,606 419 (3,698) 6,327 6,327
Nonmajor activities total $ 526,683 108,390 (50,120) 584,953 43,358
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6 — DEBT AND NON-DEBT LIABILITIES, continued
b -- Governmental Activities Long-Term Liabilities

General Obligation Bonds -- General obligation debt is collateralized by the full faith and credit of the City. The City intends
to retire its general obligation debt, plus interest, from future ad valorem tax levies and is required by ordinance to create from
such tax revenues a sinking fund sufficient to pay the current interest due thereon and each installment of principal as it
becomes due. General obligation debt issued to finance capital assets of enterprise funds is reported as an obligation of these
enterprise funds, although the funds are not obligated by the applicable bond indentures to repay any portion of principal and
interest on outstanding general obligation debt. However, the City intends for the enterprise funds to meet the debt service
requirements from program revenues.

The following table summarizes significant facts about general obligation bonds, certificates of obligation, contractual
obligations, and assumed municipal utility district (MUD) bonds outstanding at September 30, 2016, including those reported in
certain proprietary funds (in thousands):

Original Aggregate Interest Interest Rates
Amount Principal Requirements of Debt Maturity Dates
Series Fiscal Year Issue Outstanding Outstanding Outstanding of Serial Debt
NW Austin MUD - 2004 2005 $ 2,630 855 86 (1)(3) 4.05 - 4.30% 9/1/2017-2020
NW Austin MUD - 2006 2006 7,995 6,505 2,482 (1)(3) 4.00 - 4.25% 9/1/2017-2026
NW Austin MUD - 2009 2010 2,760 295 12 (1)(3) 4.25% 3/1/2017-2018
Mueller Contractual Obligation - 2006 2006 12,000 7,810 2,059 (1)(4) 4.00 - 5.00% 9/1/2017-2026
Public Improvement - 2007 2008 97,525 4,880 226 (1) 4.64% 9/1/2017
Certificates of Obligation - 2007 2008 3,820 180 9 (1) 4.88% 9/1/2017
Contractual Obligation - 2007 2008 9,755 720 27 (2) 3.66% 11/1/2016-2017
Public Improvement Refunding - 2008 2008 172,505 55,385 6,647 (1) 5.00% 9/1/2017-2021
Public Improvement - 2008 2009 76,045 60,755 23,196 (1) 3.75 - 5.00% 9/1/2017-2028
Certificates of Obligation - 2008 2009 10,700 7,720 2,483 (1) 4.00 - 5.00% 9/1/2017-2028
Public Improvement - 2009B 2009 78,460 78,460 29,457 (1) 4.15-5.31% 9/1/2017-2029
Certificates of Obligation - 2009 2009 12,500 8,610 4,367 (1) 3.00 - 4.75% 9/1/2017-2039
Contractual Obligation - 2009 2009 13,800 2,725 137 (2) 3.00 - 3.25% 11/1/2016-2019
Mueller Contractual Obligation - 2009 2010 15,000 11,225 3,507 (1)(4) 3.50 - 4.25% 9/1/2017-2029
Public Improvement - 2010A 2011 79,528 66,130 23,258 (1) 2.00 - 4.00% 9/1/2017-2030
Public Improvement - 2010B 2011 26,400 24,670 9,877 (1) 3.50 - 4.65% 9/1/2017-2030
Certificates of Obligation - 2010 2011 22,300 17,710 4,705 (1) 2.00 - 3.50% 9/1/2017-2030
Contractual Obligation - 2010 2011 16,450 3,665 63 (2) 1.50-1.75% 11/1/2016-2017
Public Improvement Refunding - 2010 2011 91,560 71,325 15,384 (1) 4.34 - 5.00% 9/1/2017-2023
Public Improvement - 2011A 2012 78,090 68,240 28,582 (1) 2.00 - 4.00% 9/1/2017-2031
Public Improvement - 2011B 2012 8,450 7,900 3,110 (1) 2.50 - 4.50% 9/1/2017-2031
Certificates of Obligation - 2011 2012 51,150 46,580 26,015 (1) 3.00 - 5.00% 9/1/2017-2041
Contractual Obligation - 2011 2012 26,725 10,410 316 (2) 2.00% 11/1/2016-2018
Public Improvement Refunding - 2011A 2012 68,285 24,975 4,451 (1) 4.00 - 5.00% 9/1/2017-2023
Public Improvement - 2012A 2013 74,280 70,945 27,624 (1) 3.00 - 5.00% 9/1/2023-2032
Public Improvement - 2012B 2013 6,640 5,265 1,541 (1) 2.00 - 3.50% 9/1/2017-2032
Certificates of Obligation - 2012 2013 24,645 21,445 6,957 (1) 3.00 - 4.00% 9/1/2017-2037
Contractual Obligation - 2012 2013 27,135 14,345 1,038 (2) 3.00 - 4.00% 11/1/2016-2019
Mueller Contractual Obligation - 2012 2013 16,735 14,775 4,933 (1)(4) 2.00 - 3.38% 9/1/2017-2032
Public Improvement - 2013 2014 104,665 94,705 48,999 (1) 4.00 - 5.00% 9/1/2017-2033
Certificates of Obligation - 2013 2014 25,355 24,565 13,335 (1) 3.25-5.00% 9/1/2017-2038
Contractual Obligation - 2013 2014 50,150 32,305 1,921 (2) 2.13 - 3.00% 11/1/2016-2020
Public Improvement Refunding - 2013A 2014 43,250 30,815 7,423 (1) 5.00% 9/1/2017-2024
Public Improvement Refunding - 2013B 2014 71,455 52,350 2,600 (1) 1.58-2.72% 9/1/2017-2020
Public Improvement - 2014 2015 89,915 89,655 61,150 (1) 3.00 - 5.00% 9/1/2017-2034
Public Improvement - 2014 2015 10,000 9,865 5,083 (1) 1.28 - 4.02% 9/1/2017-2034
Certificates of Obligation - 2014 2015 35,490 33,060 16,979 (1) 2.00 - 5.00% 9/1/2017-2034
Certificates of Obligation - 2014 2015 9,600 8,875 3,413 (1) 1.28 - 3.92% 9/1/2017-2034
Contractual Obligation - 2014 2015 14,100 12,760 1,904 (2) 3.00 - 5.00% 11/1/2016-2021
Mueller Contractual Obligation - 2014 2015 15,845 15,600 6,858 (1)(4) 3.00 - 5.00% 9/1/2017-2029
Public Improvement and Refunding - 2015 2016 236,905 231,935 89,178 (1) 2.95 - 5.00% 9/1/2017-2035
Public Improvement - 2015 2016 10,000 9,605 4,282 (1) 2.89-4.27% 9/1/2018-2035
Certificates of Obligation - 2015 2016 43,710 42,165 23,636 (1) 3.00 - 5.00% 9/1/2017-2035
Contractual Obligation - 2015 2016 14,450 13,570 2,373 (2) 2.00 - 5.00% 11/1/2016-2022
$ 1,416,335

(1
(2
3
4

Interest is paid semiannually on March 1 and September 1.

Interest is paid semiannually on May 1 and November 1.

Includes Austin Water Utility principal of $4,901 and interest of $1,652 and Drainage Fund principal of $2,754 and interest of $928.
Included with contractual obligations are Mueller Local Government Corporation contract revenue bonds.
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6 — DEBT AND NON-DEBT LIABILITIES, continued
b -- Governmental Activities Long-Term Liabilities, continued

In October 2015, the City issued $236,905,000 of Public Improvement and Refunding Bonds, Series 2015. The net proceeds
of $104,630,000 (after issue costs, discounts, and premiums) from the non-refunding portion of the issue will be used as
follows: streets and signals ($32,235,000), parks and recreation ($17,275,000), central library ($43,200,000), and facility
improvements ($11,920,000). The net proceeds of the refunding portion of $158,626,892 were used to refund $4,490,000
Certificates of Obligation, Series 2005, $12,140,000 Public Improvement and Refunding Bonds, Series 2005, $14,965,000
Certificates of Obligation Series 2006, $27,900,000 Public Improvement Bonds, Series 2006, $2,375,000 Certificates of
Obligation, Series 2007, and $87,945,000 Public Improvement Bonds, Series 2007. These bonds will be amortized serially on
September 1 of each year from 2016 to 2035. Interest is payable on March 1 and September 1 of each year, commencing
March 1, 2016. Total interest requirements for these bonds, at rates ranging from 2.0% to 5.0%, are $98,473,671.

In October 2015, the City issued $10,000,000 of Public Improvement Taxable Bonds, Series 2015. The net proceeds of
$10,000,000 (after issue costs, discounts, and premiums) from the issuance were used for affordable housing. Interest is
payable March 1 and September 1 of each year from 2016 to 2035, commencing on March 1, 2016. Principal payments are
due September 1 of 2016, then each year on September 1 from 2018 to 2035. Total interest requirements for this obligation, at
rates ranging from 2.9% to 4.3% are $4,632,484.

In October 2015, the City issued $43,710,000 of Certificates of Obligation, Series 2015. The net proceeds of $50,351,000
(after issue costs, discounts, and premiums) from this issue will be used as follows: watershed home buyouts ($20,500,000),
Waller Creek Tunnel ($11,051,000), central library ($12,500,000), and building and golf course improvements ($6,300,000).
These certificates of obligation will be amortized serially on September 1 of each year from 2016 to 2035. Interest is payable
on March 1 and September 1 of each year, commencing on March 1, 2016. Total interest requirements for these obligations,
at rates ranging from 2.0% to 5.0%, are $25,524,363.

In October 2015, the City issued $14,450,000 of Public Property Finance Contractual Obligations, Series 2015. The net
proceeds of $16,065,000 (after issue costs, discounts, and premiums) from this issue will be used as follows: water and
wastewater utility capital equipment ($2,350,000), public works capital equipment ($2,500,000), golf capital equipment
($1,365,000), transportation capital equipment ($695,000), and network equipment ($9,155,000). These contractual
obligations will be amortized serially on May 1 and November 1 of each year from 2016 to 2022. Interest is payable on May 1
and November 1 of each year, commencing May 1, 2016. Total interest requirements for these obligations, at rates ranging
from 2.0% to 5.0%, are $2,728,846.

General obligation bonds authorized and unissued amounted to $210,230,000 at September 30, 2016. Bond ratings at
September 30, 2016 were Aaa (Moody'’s Investors Service, Inc.), AAA (Standard & Poor’s), and AAA (Fitch).

c -- Business-Type Activities Long-Term Liabilities

Utility Debt -- The City has previously issued combined debt for the Austin Energy and Austin Water Utility. The City began
issuing separate debt for electric and water and wastewater activities in 2000. The following paragraphs describe both
combined and separate debt.

Combined Utility Systems Debt -- General - Austin Energy and Austin Water Utility comprise the combined utility systems,
which issue combined utility systems revenue bonds to finance capital projects. Principal and interest on these bonds are
payable solely from the combined net revenues of Austin Energy and Austin Water Utility.

The total combined utility systems revenue bond obligations at September 30, 2016, exclusive of discounts, premiums, and
loss on refundings consists of $27,844,345 prior lien bonds and $119,001,511 subordinate lien bonds. Aggregate interest
requirements for all prior lien and subordinate lien bonds are $152,881,995 at September 30, 2016. Revenue bonds
authorized and unissued amount to $1,492,642,660 at that date. Bond ratings at September 30, 2016, for the prior lien and
subordinate lien bonds were, respectively, Aa1 and Aa2 (Moody’s Investors Service, Inc.), AA+ and AA (Standard & Poor’s),
and AA and AA- (Fitch).

Combined Utility Systems Debt -- Revenue Bond Refunding Issues - The combined utility systems have refunded various
issues of revenue bonds, notes, and certificates of obligation through refunding revenue bonds. Principal and interest on these
refunding bonds are payable solely from the combined net revenues of Austin Energy and Austin Water Utility. The prior lien
bonds are subordinate only to the prior lien revenue bonds outstanding at the time of issuance, while the subordinate lien
bonds are subordinate to prior lien revenue bonds and to subordinate lien revenue bonds outstanding at the time of issuance.

Some of these bonds are callable prior to maturity at the option of the City. The term bonds are subject to a mandatory
redemption prior to the maturity dates as defined in the respective official statements.
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c -- Business-Type Activities Long-Term Liabilities, continued

The net proceeds of each of the refunding bond issuances were used to purchase U.S. government securities. Those
securities were deposited in an irrevocable trust with an escrow agent to provide for all future debt service. As a result, the
refunded bonds are considered to be legally defeased and the liability for the refunded bonds has been removed from the
financial statements. The accounting gains and losses due to the advance refunding of debt have been deferred and are being
amortized over the life of the refunding bonds by the straight-line method. However, a gain or loss on refunded bonds is
recognized when funds from current operations are used.

Combined Utility Systems Debt -- Revenue Bond Cash Defeasance - In June 2016, the City defeased $750,323 of Water
and Wastewater combined utility systems revenue bonds, Series 1994, with a $3,603,150 cash payment. The funds were
deposited in an irrevocable escrow account to provide for the future debt service payments on the defeased bonds. The City is
legally released from the obligation for the defeased debt.

Combined Utility Systems Debt -- Bonds Issued and Outstanding - The following schedule shows the refunding revenue
bonds outstanding at September 30, 2016 (in thousands):

Original Aggregate Interest Interest Rates
Amount Principal Requirements of Debt Maturity Dates
Series Fiscal Year Issued Outstanding Outstanding Outstanding of Serial Debt
1990B Refunding 1990 $ 236,009 1,701 10,379 (2) 7.35% 11/15/2016-2017
1994 Refunding 1995 142,559 26,143 94,012 (2) 6.60% 5/15/2017-2019
1998 Refunding 1999 139,965 109,875 33,723 (1) 5.25% 5/15/2017-2025
1998A Refunding 1999 105,350 9,127 14,768 (2) 4.25% 5/15/2017-2020

§ 146846

(1) Interest is paid semiannually on May 15 and November 15.
(2) Interest requirements include accreted interest

Combined Utility Systems Debt -- Tax Exempt Commercial Paper Notes - The City is authorized by ordinance to issue
commercial paper notes in an aggregate principal amount not to exceed $400,000,000 outstanding at any one time. Proceeds
from the notes are used to provide interim financing for capital project costs for additions, improvements, and extensions to the
City’s electric system and the City’s water and wastewater system and to refinance, renew, or refund maturing notes and other
obligations of the systems. Note ratings at September 30, 2016, were P-1 (Moody’s Investors Service, Inc.), A-1 (Standard &
Poor’s), and F1 (Fitch). The notes are in denominations of $100,000 or more and mature not more than 270 days from the
date of issuance. Principal and interest on the notes are payable from the combined net revenues of Austin Energy and Austin
Water Utility.

At September 30, 2016, Austin Energy had outstanding tax exempt commercial paper notes of $74,615,000 and Austin Water
Utility had $42,170,000 of commercial paper notes outstanding with interest ranging from 0.48% to 0.80%, which are adjusted
daily. Subsequent issues cannot exceed the maximum rate of 12%. The City intends to refinance maturing commercial paper
notes by issuing additional commercial paper notes or by issuing long-term debt. The associated letter of credit agreements
have the following terms (in thousands):

Note Commitment Remarketing
Series Liquidity Provider Fee Rate Remarketing Fee Rate Outstanding Expiration
Various Bank of Tokyo Mitsubishi 0.41% Goldman Sachs 0.05% $ 116,785 10/15/2017

These notes are payable at maturity to the holder at a price equal to principal plus accrued interest. If the remarketing agent is
unable to successfully remarket the notes, the notes will be purchased by the respective liquidity providers and become bank
notes with principal to be paid in 12 equal, quarterly installments. Bank notes bear an interest rate based on the bank rate
which is the lesser of the base rate plus any applicable excess interest or the maximum rate.
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Combined Utility Systems Debt -- Taxable Commercial Paper Notes - The City is authorized by ordinance to issue taxable
commercial paper notes (the “taxable notes”) in an aggregate principal amount not to exceed $50,000,000 outstanding at any
time. Proceeds from the taxable notes are used to provide interim financing for capital project costs for additions,
improvements, and extensions to the City’s electric system and the City’'s water and wastewater system and to refinance,
renew, or refund maturing notes and other obligations of the systems. Note ratings at September 30, 2016, were P-1 (Moody’s
Investors Service, Inc.), A-1 (Standard & Poor’s), and F1 (Fitch).

The taxable notes are issued in denominations of $100,000 or more and mature not more than 270 days from the date of
issuance. Principal and interest on the taxable notes are payable from the combined net revenues of Austin Energy and Austin
Water Utility.

At September 30, 2016, Austin Energy had outstanding taxable commercial paper notes of $13,135,000 (net of discount of
$4,496) with interest rates ranging from 0.65% to 0.67%. The City intends to refinance maturing commercial paper notes by
issuing long-term debt. The associated letter of credit agreement has the following terms (in thousands):

Note Commitment Remarketing
Series Liquidity Provider Fee Rate Remarketing Fee Rate Outstanding Expiration
Various Citibank 0.28% Goldman Sachs 0.05% $ 13,135 10/15/2017

These taxable notes are payable at maturity to the holder at a price equal to the par value of the note. If the remarketing agent
is unable to successfully remarket the notes, the notes will be purchased by Citibank, NA and become bank notes with
principal due immediately. Bank notes bear an interest rate based on the bank rate which is the lesser of the base rate plus
any applicable excess note interest or the maximum rate.

The taxable notes are secured by a direct-pay Letter of Credit issued by Citibank, NA which permits draws for the payment of
the Notes. Draws made under the Letter of Credit are immediately due and payable by the City from the resources more fully
described in the Ordinance. A 36-month term loan feature is provided by this agreement.

Electric Utility System Revenue Debt -- General - The City is authorized by ordinance to issue electric utility system
revenue obligations. Proceeds from these obligations are used only to fund electric capital projects or to refund debt issued to
fund these capital projects. Principal and interest on these obligations are payable solely from the net revenues of Austin
Energy. Bond ratings at September 30, 2016, were A1 (Moody’s Investors Service, Inc.), AA- (Standard & Poor’s), and AA-
(Fitch).

Electric Utility System Revenue Debt -- Bonds Issued and Outstanding - The following table summarizes all electric
system refunding revenue bonds outstanding at September 30, 2016 (in thousands):

Original Aggregate Interest Interest Rates
Amount Principal Requirements of Debt Maturity Dates
Series Fiscal Year Issued Outstanding Outstanding Outstanding of Serial Debt
2002A Refunding 2002 $ 172,880 13,230 364 (1) 5.50% 11/15/2016
2006A Refunding 2007 137,800 4,360 109 (1) 5.00% 11/15/2016
2007 Refunding 2007 146,635 37,430 4,517 (1) 5.00% 11/15/2016-2020
2008 Refunding 2008 50,000 41,475 25,700 (1) 5.20 - 6.26% 11/15/2016-2032
2008A Refunding 2008 175,000 105,460 90,637 (1) 5.00 - 6.00% 11/15/2016-2038
2010A Refunding 2010 119,255 100,565 56,293 (1) 4.00 - 5.00% 11/15/2016-2040
2010B Refunding 2010 100,990 100,990 87,417 (1) 4.54 - 5.72% 11/15/2019-2040
2012A Refunding 2013 267,770 267,770 178,663 (1) 2.50 - 5.00% 11/15/2016-2040
2012B Refunding 2013 107,715 88,880 22,007 (1) 0.92 - 3.16% 11/15/2016-2027
2015A Refunding 2015 327,845 327,845 299,939 (1) 5.00% 11/15/2021-2045
2015B Refunding 2015 81,045 81,045 28,252 (1) 1.11 - 4.66% 11/15/2017-2037
§ 1169050

(1) Interest is paid semiannually on May 15 and November 15.
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Electric Utility System Revenue Debt -- Pledged Revenues - The net revenue of Austin Energy was pledged to service the
outstanding principal and interest payments for revenue debt outstanding. The table below represents the pledged amounts at
September 30, 2016 (in thousands):

Gross Operating Debt Service Revenue Bond
Revenue (1) Expense (2)(3) Net Revenue Requirement Coverage
$ 1,378,749 989,768 388,981 127,731 3.05

(1) Gross revenue includes revenues from operations and interest income.
(2) Excludes depreciation.
(3) Excludes other postemployment benefits and net pension liability accruals.

Water and Wastewater System Revenue Debt -- General - The City is authorized by ordinance to issue Austin Water Utility
revenue obligations. Proceeds from these obligations are used only to fund water and wastewater capital projects or to refund
debt issued to fund these capital projects. Principal and interest on these obligations are payable solely from the net revenues
of the Austin Water Utility. Bond ratings at September 30, 2016, were Aa2 (Moody’s Investors Service, Inc.), AA (Standard &
Poor’s), and AA- (Fitch).

Water and Wastewater System Revenue Debt -- Revenue Bond Refunding Issues - In June 2016, the City issued
$247,770,000 of Water and Wastewater System Revenue Refunding Bonds, Series 2016. The net proceeds of $305,325,500
(after issue costs, discounts, and premiums) from the bond refunding were used to refund $47,605,000 of the City’s separate
lien revenue refunding bonds, series 2006A and $63,355,000 of the City’s separate lien revenue refunding bonds, series 2007.
The debt service requirements on the refunding bonds are $234,417,650 with interest at a rate of 5.0%. Interest payments are
due May 15 and November 15 of each year from 2016 to 2045. Principal payments are due November 15 of each year from
2019 to 2021, and 2025 to 2045. An economic gain of $16,822,415 was recognized on this transaction. The change in net
cash flows that resulted from the refunding was a decrease of $23,551,752. An accounting loss of $3,818,585, which will be
deferred and amortized, was recorded on this refunding.

Water and Wastewater System Revenue Debt -- Revenue Bond Cash Defeasance - In June 2016, the City defeased
$12,830,000 of Water and Wastewater System Revenue Refunding Bonds, Series 2009, with a $14,532,262 cash payment.
The funds were deposited in an irrevocable escrow account to provide for the future debt service payments on the defeased
bonds. The City is legally released from the obligation for the defeased debt.
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Water and Wastewater System Revenue Debt -- Bonds Issued and Outstanding - The following table summarizes all
water and wastewater system original and refunding revenue bonds outstanding at September 30, 2016 (in thousands):

Original Aggregate Interest Interest Rates
Amount Principal Requirements of Debt Maturity Dates
Series Fiscal Year Issued Outstanding Outstanding Outstanding of Serial Debt

2002A Refunding 2002 $ 139,695 14,950 411 (1) 5.50% 11/15/2016
2004A Refunding 2005 165,145 14,010 2,110 (1) 5.00% 11/15/2016-2019
2006 Refunding 2006 63,100 2,935 73 (1) 5.00% 11/15/2016
2006A Refunding 2007 135,000 3,165 79 (1) 5.00% 11/15/2016
2007 Refunding 2008 135,000 6,275 334 (1) 5.25% 11/15/2016-2017
2008 Refunding 2008 170,605 113,890 38,539 (2) 0.01-0.65% 11/15/2016-2031 (3)
2009 Refunding 2009 175,000 129,980 50,497 (1) 4.00 - 5.13% 11/15/2016-2029
2009A Refunding 2010 166,575 143,645 100,582 (1) 4.00 - 5.00% 11/15/2016-2039
2010 2010 31,815 27,565 - (4) 0.00% 11/15/2016-2041
2010A Refunding 2011 76,855 72,730 55,348 (1) 5.00 - 5.13% 11/15/2016-2040
2010B Refunding 2011 100,970 98,410 82,337 (1) 2.91-6.02% 11/15/2016-2040
2011 Refunding 2012 237,530 236,530 161,459 (1) 2.00 - 5.00% 11/15/2016-2041
2011 Revenue 2012 18,485 12,977 1,953 (5) 2.80% 12/1/2016
2011 Revenue 2012 2,332 1,143 172 (5) 2.80% 12/1/2016
2012 Refunding 2012 336,820 287,125 181,204 (1) 2.50 - 5.00% 11/15/2016-2042
2013A Refunding 2013 282,460 276,535 191,850 (1) 3.00 - 5.00% 11/15/2016-2043
2014 Refunding 2014 282,205 282,205 222,627 (1) 4.00 - 5.00% 5/15/2018-2043
2015A Refunding 2015 249,145 249,145 119,672 (1) 2.00 - 5.00% 11/15/2016-2036
2015B Refunding 2015 40,000 38,920 2,818 (1) 0.98 - 2.54% 5/15/2017-2021
2016 Refunding 2016 247,770 247,770 234,418 (1) 5.00% 11/15/2019-2045

32250905

(1) Interest is paid semiannually on May 15 and November 15.

(2) Interest is paid monthly and is based on a variable rate. Aggregate interest requirement is calculated utilizing the rate of 3.60% in
effect at the end of the fiscal year.

(3) Series matures on May 15 of the final year.

(4) Zero interest bond placed with Texas Water Development Board.

(5) Special Assessment Revenue Bonds.

Series 2008 refunding bonds are variable rate demand bonds. The associated letter of credit agreement has the following
terms (in thousands):

Bond Sub- Commitment Remarketing Remarketing
Series Liquidity Provider Fee Rate Agent Fee Rate Outstanding Expiration
2008 Citibank 0.28% Goldman Sachs 0.05% $ 113,890  10/15/2018

These bonds are subject to purchase on the demand of the holder at a price equal to principal plus accrued interest with
proper notice and delivery to the corresponding remarketing agent. If the remarketing agent is unable to successfully remarket
the bonds, the bonds will be purchased by the respective liquidity providers and become bank bonds with principal to be paid
in equal semi-annual installments over a 5-year amortization period. Bank bonds bear an interest rate based on the bank rate
which is the lesser of the base rate plus any applicable excess interest or the maximum rate.

The remarketing agent takes the variable debt to auction on a weekly basis; the winning bid determines the weekly rate paid.
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Water and Wastewater System Revenue Debt -- Pledged Revenues - The net revenue of Austin Water Utility was pledged

to service the outstanding principal and interest payments for revenue debt outstanding. The table below represents the
pledged amounts at September 30, 2016 (in thousands):

Gross Operating Debt Service Revenue Bond
Revenue (1) Expense (2)(3) Net Revenue Requirement Coverage (4)
$ 563,066 217,457 345,609 184,750 1.87

(1) Gross revenue includes revenues from operations and interest income.

(2) Excludes depreciation.

(3) Excludes other postemployment benefits and net pension liability accruals.

(4) The coverage calculation presented considers all Water and Wastewater debt service
obligations, regardless of type or designation. This methodology closely approximates but
does not follow exactly the coverage calculation required by the master ordinance.

Airport Revenue Bonds -- General - The City’s Airport Fund issues airport system revenue bonds to fund Airport Fund
capital projects. Principal and interest on these bonds are payable solely from the net revenues of the Airport Fund. At
September 30, 2016, the total airport system obligation for prior lien bonds is $519,908,000 exclusive of discounts, premiums,
and loss on refundings. Aggregate interest requirements for all prior lien bonds are $307,802,120 at September 30, 2016.
Revenue bonds authorized and unissued amount to $735,795,000. Bond ratings at September 30, 2016, for the revenue
bonds were A (Standard & Poor’s) and A1 (Moody’s Investors Service, Inc.).

The following table summarizes all airport system original and refunding revenue bonds outstanding at September 30, 2016 (in
thousands):

Original Aggregate Interest Interest Rates
Amount Principal Requirements of Debt Maturity Dates
Series Fiscal Year Issued Outstanding Outstanding Outstanding of Serial Debt
2005 Refunding 2008 (1) $ 281,300 181,925 42,012 (2) 0.02 - 0.59% 11/15/2016-2025
2013 Revenue 2013 60,000 59,120 9,197 (3) 2.25% 11/15/2016-2028 (4)
2013A Refunding 2014 35,620 34,368 570 (3) 1.56% 11/15/2016-2018
2014 Revenue 2015 244,495 244,495 256,023 (3) 5.00% 11/15/2026-2044
$ 519,908

(1) Series was remarketed in 2008.

(2) Interest is paid monthly and is based on a variable rate. Aggregate interest requirement is calculated utilizing the rate of 4.05%
in effect at the end of the fiscal year.

(3) Interest is paid semiannually on May 15 and November 15.

(4) Series matures on May 15 of the final year.
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The Series 2005 refunding bonds that were remarketed in 2008 are variable rate demand bonds. These bonds are separated

into 4 subseries with a total principal amount of $181,925,000. The associated letter of credit agreement has the following
terms (in thousands):

Bond Sub- Commitment Remarketing Remarketing
Series Liquidity Provider Fee Rate Agent Fee Rate Outstanding Expiration
2005-1 Sumitomo Mitsui Banking Corporation 0.62% Morgan Stanley 0.10% $ 45,500 10/15/2018
2005-2 Sumitomo Mitsui Banking Corporation 0.62% Morgan Stanley 0.10% 45,450 10/15/2018
2005-3 Sumitomo Mitsui Banking Corporation 0.62% Morgan Stanley 0.10% 45,500 10/15/2018
2005-4 Sumitomo Mitsui Banking Corporation 0.62% Morgan Stanley 0.10% 45475  10/15/2018

$ 181,925

These bonds are subject to purchase on the demand of the holder at a price equal to principal plus accrued interest with
proper notice and delivery to the corresponding remarketing agent. If the remarketing agent is unable to successfully remarket
the bonds or if the agreement expires with no new agreement in place, the bonds will be purchased by the respective liquidity
provider and become bank bonds with principal to be paid in annual installments over the remaining life of the bond series
beginning on the first business day of the month six months following the triggering repayment event. Thus, under any
circumstance, no principal payments will be due within a year of September 30, 2016. Bank bonds bear an interest rate based
on the bank rate which is the lesser of the base rate plus any applicable excess interest or the maximum rate.

The remarketing agent takes the variable debt to auction on a weekly basis; the winning bid determines the weekly rate paid.
Airport Revenue Debt -- Pledged Revenues - The net revenue of the Airport Fund was pledged to service the outstanding
principal and interest payments for revenue debt outstanding (including revenue bonds and revenue notes). The table below

represents the pledged amounts at September 30, 2016 (in thousands):

Net Revenue and

Gross Other Available Operating Other Available Debt Service Revenue Bond
Revenue (1) Funds (2) Expense (3)(4) Funds Requirement (5) Coverage
$ 137,826 3,700 82,330 59,196 14,800 4.00

(1) Gross revenue includes revenues from operations and interest income.
(2) Pursuant to the bond ordinance, in addition to gross revenue, the Airport is authorized to use "other available

funds" in the calculation of revenue bond coverage not to exceed 25% of the debt service requirements.
(3) Excludes depreciation.

(4) Excludes other postemployment benefits and net pension liability accruals.
(5) Excludes debt service amounts paid with passenger facility charge revenues and restricted bond
proceeds applied to current interest payments.
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Nonmajor Fund Debt:

Convention Center -- Prior and Subordinate Lien Revenue Refunding Bonds - The City’s Convention Center Fund issues
convention center revenue bonds and hotel occupancy tax revenue bonds to fund Convention Center Fund capital projects.
Principal and interest on these bonds are payable solely from pledged hotel occupancy tax revenues and the special motor
vehicle rental tax revenues. At September 30, 2016, the total convention center obligation for prior and subordinate lien bonds
is $160,000,000 exclusive of discounts, premiums, and loss on refundings. Aggregate interest requirements for all prior and
subordinate lien bonds are $42,054,983 at September 30, 2016. Revenue bonds authorized and unissued amount to $760,000
at September 30, 2016.

Bond ratings at September 30, 2016, for the revenue bonds and subordinate lien bonds were, respectively, Aa3 and A1
(Moody’s Investors Service, Inc.), and AA- and A (Standard & Poor’s).

The following table summarizes Convention Center refunding revenue bonds outstanding at September 30, 2016 (in
thousands):

Original Aggregate Interest Interest Rates
Amount Principal Requirements of Debt Maturity Dates
Series Fiscal Year Issued Outstanding Outstanding Outstanding of Serial Debt
2005 Refunding 2005 $ 36,720 30,510 11,772 (1) 4.00 - 5.00% 11/15/2016-2029
2008AB Refunding 2008 125,280 93,155 21,819 (2) 0.01-0.68% 11/15/2016-2029
2012 Refunding 2012 20,185 17,945 6,591 (1) 2.50 - 5.00% 11/15/2016-2029
2013 Refunding 2014 26,485 18,390 1,873 (1) 4.00 - 5.00% 11/15/2016-2019
$ 160,000

(1) Interest is paid semiannually on May 15 and November 15.
(2) Interest is paid monthly and is based on a variable rate. Aggregate interest requirement is calculated utilizing the rate of 3.25%
in effect at the end of the fiscal year.

The Series 2008 A and B refunding bonds are variable rate demand bonds. The associated letter of credit agreements have
the following terms (in thousands):

Bond Sub- Commitment Remarketing
Series Liquidity Provider Fee Rate Remarketing Agent Fee Rate Outstanding Expiration
2008-A JPMorgan Chase Bank, NA 0.42% Raymond James 0.06% $ 46,575 10/1/2017
2008-B JPMorgan Chase Bank, NA 0.42% Merrill Lynch, Pierce, 0.05% 46,580 10/1/2017
Fenner & Smith Inc. m

These bonds are subject to purchase on the demand of the holder at a price equal to principal plus accrued interest with
proper notice and delivery to the corresponding remarketing agent. If the remarketing agent is unable to successfully remarket
the bonds or if the agreement expires with no new agreement in place, the bonds will be purchased by the respective liquidity
provider and become bank bonds with principal to be paid in equal semi-annual installments over a 5-year amortization period
beginning six months from the triggering repayment event. Thus, under any circumstance, no principal payments will be due
within a year of September 30, 2016. Bank bonds bear an interest rate based on the bank rate which is the lesser of the base
rate plus any applicable excess interest or the maximum rate.

The remarketing agent takes the variable debt to auction on a weekly basis; the winning bid determines the weekly rate paid.
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6 — DEBT AND NON-DEBT LIABILITIES, continued
d -- Debt Service Requirements

Governmental Activities
(in thousands)

Fiscal Year General Obligation Contractual
Ended Bonds Certificates of Obligation Obligations
September 30 Principal Interest Principal Interest Principal Interest
2017 $ 58,614 44,419 5,890 6,330 11,764 3,453
2018 57,671 42,180 5,932 6,136 13,325 3,092
2019 62,118 39,916 6,169 5,937 12,245 2,667
2020 64,996 37,349 6,334 5,726 10,424 2,283
2021 68,522 34,387 6,594 5,504 7,905 1,936
2022-2026 343,986 124,634 37,611 23,530 22,041 6,253
2027-2031 274,600 55,124 43,127 15,212 15,990 2,041
2032-2036 104,740 9,878 31,561 6,584 2,085 70
2037-2041 -- -- 13,455 1,550 -- -

1,035,247 387,887 156,673 76,509 95,779 21,795
Less: Unamortized bond discounts (141) -- - -- (8) -
Add: Unamortized bond premiums 73,452 - 9,528 - 5,241 -
Net debt service requirements 1,108,558 387,887 166,201 76,509 101,012 21,795
Fiscal Year Total Governmental
Ended Debt Service Requirements
September 30 Principal Interest Total
2017 76,268 54,202 130,470
2018 76,928 51,408 128,336
2019 80,532 48,520 129,052
2020 81,754 45,358 127,112
2021 83,021 41,827 124,848
2022-2026 403,638 154,417 558,055
2027-2031 333,717 72,377 406,094
2032-2036 138,386 16,532 154,918
2037-2041 13,455 1,550 15,005
1,287,699 486,191 1,773,890
Less: Unamortized bond discounts (149) -- (149)
Add: Unamortized bond premiums 88,221 - 88,221
Net debt service requirements $ 1,375,771 486,191 1,861,962
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6 — DEBT AND NON-DEBT LIABILITIES, continued
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Business-type Activities
(in thousands)

Fiscal Year General Obligation Contractual
Ended Bonds Certificates of Obligation Obligations
September 30 Principal Interest Principal Interest Principal Interest
2017 $ 3,406 1,017 2,141 2,260 12,082 1,241
2018 3,725 870 2,223 2,195 11,050 922
2019 3,171 715 2,321 2,128 9,195 605
2020 3,118 586 2,421 2,052 6,851 339
2021 3,254 443 2,541 1,970 3,285 162
2022-2026 5,939 551 14,658 8,333 1,669 73
2027-2031 - - 17,252 4,921 -- -
2032-2036 - - 9,589 1,424 - -
2037-2041 - - 1,090 105 - -
2042-2046 - -- - -- - -

22,613 4,182 54,236 25,388 44,132 3,342

Less: Unamortized bond discounts (6) - - - -- --
Add: Unamortized bond premiums 1,466 - 4,578 - 1,405 --
Net debt service requirements 24,073 4,182 58,814 25,388 45,537 3,342

Fiscal Year Other Tax Supported Commercial Paper Notes Revenue
Ended Debt (1) Bonds (2)(3)
September 30 Principal Interest Principal Interest Principal Interest

2017 539 470 129,920 67 178,415 228,889
2018 545 467 - - 133,517 238,511
2019 455 575 - - 132,734 207,346
2020 776 258 - - 169,308 179,557
2021 820 226 - - 184,730 168,360
2022-2026 4,520 584 - - 982,425 711,811
2027-2031 - - - - 906,320 490,754
2032-2036 - - - - 602,980 319,828
2037-2041 - - - - 609,756 160,685
2042-2046 - - - - 355,524 37,379
7,655 2,580 129,920 67 4,255,709 2,743,120

Less: Unamortized bond discounts - -- (4) - (2,066) -
Add: Unamortized bond premiums -- -- -- -- 324,849 --
Net debt service requirements $ 7,655 2,580 129,916 67 4,578,492 2,743,120
(1) The City intends to refinance maturing commercial paper notes by issuing additional commercial paper notes or (Continued)

by issuing long-term debt.
(2) A portion of these bonds are variable rate bonds with rates ranging from 0.01% to 0.68%.
(3) Portions of these bonds are Special Assessment Revenue Bonds.
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6 — DEBT AND NON-DEBT LIABILITIES, continued
d -- Debt Service Requirements, continued

Business-type Activities, continued
(in thousands)

Fiscal Year Capital Lease Total Business-Type Activities
Ended Obligations Debt Service Requirements
September 30 Principal Interest Principal Interest Total

2017 $ 51 75 326,554 234,019 560,573
2018 55 73 151,115 243,038 394,153
2019 57 70 147,933 211,439 359,372
2020 60 67 182,534 182,859 365,393
2021 63 64 194,693 171,225 365,918
2022-2026 369 269 1,009,580 721,621 1,731,201
2027-2031 385 146 923,957 495,821 1,419,778
2032-2036 - - 612,569 321,252 933,821
2037-2041 - - 610,846 160,790 771,636
2042-2046 -- -- 355,524 37,379 392,903

1,040 764 4,515,305 2,779,443 7,294,748
Less: Unamortized bond discounts -- - (2,076) - (2,076)
Add: Unamortized bond premiums -- -- 332,298 -- 332,298
Net debt service requirements $ 1,040 764 4,845,527 2,779,443 7,624,970
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City of Austin, Texas

(Continued)

6 — DEBT AND NON-DEBT LIABILITIES, continued

d -- Debt Service Requirements, continued

Business-type Activities: Austin Energy
(in thousands)

Fiscal Year General Obligation Commercial Paper
Ended Bonds Notes (1) Revenue Bonds

September 30 Principal Interest Principal Interest Principal Interest
2017 $ 127 9 87,750 53 44,278 61,128
2018 115 7 - - 39,376 59,398
2019 109 5 - - 41,632 54,834
2020 50 2 - - 47,368 53,011
2021 4 - - - 46,866 51,084
2022-2026 - - - - 263,390 219,663
2027-2031 - - - - 267,435 154,914
2032-2036 - - - - 192,010 101,711
2037-2041 - - - - 179,105 52,170
2042-2046 -- -- -- -- 130,085 16,757
405 23 87,750 53 1,251,545 824,670

Less: Unamortized bond discounts - - (4) -- (292) --
Add: Unamortized bond premiums 1 - - -- 87,937 --
Net debt service requirements 406 23 87,746 53 1,339,190 824,670

Fiscal Year Capital Lease Total Austin Energy
Ended Obligations Debt Service Requirements
September 30 Principal Interest Principal Interest Total
2017 51 75 132,206 61,265 193,471
2018 55 73 39,546 59,478 99,024
2019 57 70 41,798 54,909 96,707
2020 60 67 47,478 53,080 100,558
2021 63 64 46,933 51,148 98,081
2022-2026 369 269 263,759 219,932 483,691
2027-2031 385 146 267,820 155,060 422,880
2032-2036 - - 192,010 101,711 293,721
2037-2041 - - 179,105 52,170 231,275
2042-2046 -- -- 130,085 16,757 146,842
1,040 764 1,340,740 825,510 2,166,250
Less: Unamortized bond discounts - - (296) - (296)
Add: Unamortized bond premiums - - 87,938 - 87,938
Net debt service requirements $ 1,040 764 1,428,382 825,510 2,253,892

(1) The City intends to refinance maturing commercial paper notes by issuing additional commercial paper notes or by

issuing long-term debt.
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(Continued)

6 — DEBT AND NON-DEBT LIABILITIES, continued
d -- Debt Service Requirements, continued

(in thousands)

Business-type Activities: Austin Water Utility

Fiscal Year General Obligation Other Tax Supported
Ended Bonds Contractual Obligations Debt
September 30 Principal Interest Principal Interest Principal Interest
2017 $ 856 75 1,830 221 345 301
2018 599 35 1,608 174 349 299
2019 101 7 1,352 126 291 368
2020 64 5 1,052 83 497 165
2021 36 2 671 50 525 145
2022-2026 13 1 594 28 2,894 374
2027-2031 - - - - - -
2032-2036 - - - - - -
2037-2041 - -- - - - -
2042-2046 -- -- -- -- -- --
1,669 125 7,107 682 4,901 1,652
Less: Unamortized bond discounts -- -- -- -- - --
Add: Unamortized bond premiums 84 -- 333 -- -- --
Net debt service requirements 1,753 125 7,440 682 4,901 1,652
Fiscal Year Commercial Paper Revenue Total Austin Water Utility
Ended Notes (1) Bonds (2) (3) Debt Service Requirements
September 30 Principal Interest Principal Interest Principal Interest Total
2017 42,170 14 100,047 140,610 145,248 141,221 286,469
2018 - - 57,792 152,887 60,348 153,395 213,743
2019 -- - 53,733 127,666 55,477 128,167 183,644
2020 - - 82,120 103,224 83,733 103,477 187,210
2021 - - 102,634 95,401 103,866 95,598 199,464
2022-2026 - - 530,525 403,386 534,026 403,789 937,815
2027-2031 - -- 530,600 276,131 530,600 276,131 806,731
2032-2036 - - 354,505 174,836 354,505 174,836 529,341
2037-2041 - -- 358,601 81,223 358,601 81,223 439,824
2042-2046 -- -- 153,699 13,229 153,699 13,229 166,928
42,170 14 2,324,256 1,568,593 2,380,103 1,571,066 3,951,169
Less: Unamortized bond discounts -- -- (1,311) -- (1,311) -- (1,311)
Add: Unamortized bond premiums - - 206,859 - 207,276 - 207,276
Net debt service requirements $ 42,170 14 2,529,804 1,568,593 2,586,068 1,571,066 4,157,134

(1) The City intends to refinance maturing commercial paper notes by issuing additional commercial paper notes or by

issuing long-term debt.

(2) Portions of these bonds are variable rate bonds with rates of 0.01% - 0.65%.

(3) Portions of these bonds are Special Assessment Revenue Bonds.
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September 30, 2016 (Continued)

6 — DEBT AND NON-DEBT LIABILITIES, continued
d -- Debt Service Requirements, continued

Business-type Activities: Airport
(in thousands)

Fiscal Year General Obligation
Ended Bonds Revenue Bonds (1)
September 30 Principal Interest Principal Interest

2017 $ 24 2 21,940 21,211

2018 21 2 23,744 20,757

2019 20 1 24,249 19,897

2020 10 -- 26,135 18,933

2021 2 -- 26,150 17,954

2022-2026 1 - 137,610 74,802

2027-2031 -- -- 59,825 56,282

2032-2036 -- -- 56,465 43,281

2037-2041 -- -- 72,050 27,292

2042-2046 - -- 71,740 7,393
78 5 519,908 307,802

Less: Unamortized bond discounts -- -- (314) --

Add: Unamortized bond premiums 2 - 26,901 -

Net debt service requirements 80 5 546,495 307,802

Fiscal Year Total Airport
Ended Debt Service Requirements
September 30 Principal Interest Total

2017 21,964 21,213 43,177

2018 23,765 20,759 44,524

2019 24,269 19,898 44,167

2020 26,145 18,933 45,078

2021 26,152 17,954 44,106

2022-2026 137,611 74,802 212,413

2027-2031 59,825 56,282 116,107

2032-2036 56,465 43,281 99,746

2037-2041 72,050 27,292 99,342

2042-2046 71,740 7,393 79,133

519,986 307,807 827,793

Less: Unamortized bond discounts (314) -- (314)
Add: Unamortized bond premiums 26,903 - 26,903
Net debt service requirements $ 546,575 307,807 854,382

(1) Portions of these bonds are variable rate bonds with rates ranging from 0.02% to 0.59%.
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6 — DEBT AND NON-DEBT LIABILITIES, continued
d -- Debt Service Requirements, continued

Business-type Activities: Nonmajor Enterprise
(in thousands)

Fiscal Year General Obligation Certificates of Contractual
Ended Bonds Obligation Obligations
September 30 Principal Interest Principal Interest Principal Interest

2017 $ 2,399 931 2,141 2,260 10,252 1,020
2018 2,990 826 2,223 2,195 9,442 748
2019 2,941 702 2,321 2,128 7,843 479
2020 2,994 579 2,421 2,052 5,799 256
2021 3,212 441 2,541 1,970 2,614 112
2022-2026 5,925 550 14,658 8,333 1,075 45
2027-2031 -- -- 17,252 4,921 - -
2032-2036 -- -- 9,589 1,424 - -
2037-2041 -- -- 1,090 105 -- --

20,461 4,029 54,236 25,388 37,025 2,660
Less: Unamortized bond discounts (6) - - - - -
Add: Unamortized bond premiums 1,379 - 4,578 - 1,072 -
Net debt service requirements 21,834 4,029 58,814 25,388 38,097 2,660

Fiscal Year Other Tax Total Nonmajor Enterprise
Ended Supported Debt Revenue Bonds (1) Debt Service Requirements
September 30 Principal Interest Principal Interest Principal Interest Total
2017 194 169 12,150 5,940 27,136 10,320 37,456
2018 196 168 12,605 5,469 27,456 9,406 36,862
2019 164 207 13,120 4,949 26,389 8,465 34,854
2020 279 93 13,685 4,389 25,178 7,369 32,547
2021 295 81 9,080 3,921 17,742 6,525 24,267
2022-2026 1,626 210 50,900 13,960 74,184 23,098 97,282
2027-2031 - - 48,460 3,427 65,712 8,348 74,060
2032-2036 - - - - 9,589 1,424 11,013
2037-2041 -- -- -- -- 1,090 105 1,195
2,754 928 160,000 42,055 274,476 75,060 349,536

Less: Unamortized bond discounts - -- (149) - (155) - (155)
Add: Unamortized bond premiums -- -- 3,152 -- 10,181 -- 10,181
Net debt service requirements $ 2,754 928 163,003 42,055 284,502 75,060 359,562

(1) A portion of these bonds are variable rate bonds with rates ranging from 0.01% to 0.68%.
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6 — DEBT AND NON-DEBT LIABILITIES, continued
e -- Defeased Bonds

Over time, the City has issued refunding bonds to advance refund certain public improvement bonds, certificates of obligation,
and enterprise revenue bonds. The proceeds of the sale of the refunding bonds were deposited with an escrow agent in an
amount necessary to accomplish the discharge and final payment of the refunded obligations. These funds are held by the
escrow agent in an escrow fund and used to purchase direct obligations of the United States of America to be held in the
escrow fund. The escrow fund is irrevocably pledged to the payment of the principal and interest on the refunded obligations.

On September 30, 2016, defeased bonds remaining unredeemed or unmatured are provided below (in thousands):

Escrow
Refunded Bonds Maturity Balance (1)

General Obligation

Certificates of Obligations, Series 2007 9/1/2017 $ 2,375

Public Improvement Bonds, Series 2007 9/1/2017 87,945
Austin Water Utility

Series 2006 11/15/2016 34,160

Series 2006A 11/15/2016 111,485

Series 2007 11/15/2017 110,940

Series 2009A 11/15/2018 4,565
Austin Energy

Series 2006 11/15/2016 123,200

Series 2006A 11/15/2016 44,700

Series 2008A 11/15/2018 68,340

Series 2010A 11/15/2016 1,320

$ 589,030

(1) The balances shown have been escrowed to their respective call dates.
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7 — RETIREMENT PLANS
a -- General Information

Plan Description. The City participates in funding three contributory, defined benefit retirement plans: the City of Austin
Employees’ Retirement and Pension Fund (City Employees), the City of Austin Police Officers’ Retirement and Pension Fund
(Police Officers), and the Fire Fighters’ Relief and Retirement Fund of Austin, Texas (Fire Fighters). An Independent Board of
Trustees administers each plan. These plans are City-wide single employer funded plans each with a fiscal year end of
December 31.

All three plans were created by state law and can be found in Vernon’s Texas Civil Statutes as follows:

City Employees’ Fund Article 6243n
Police Officers’ Fund Article 6243n-1
Fire Fighters’ Fund Article 6243e.1

State law governs benefit and contribution provisions. Amendments may be made by the Legislature of the State of Texas.

Plan Financial Statements. The most recently available financial statements of the pension funds are for the year ended
December 31, 2015. Stand-alone financial reports that include financial statements and supplementary information for each
plan are publicly available at the locations and internet addresses shown below.

| Plan Address Telephone
City of Austin Employees' Retirement 418 E. Highland Mall Blvd. (512)458-2551
and Pension Fund Austin, Texas 78752-3720

www.coaers.org

City of Austin Police Officers' Retirement 2520 S. IH 35, Ste. 100 (512)416-7672
and Pension Fund Austin, Texas 78704
www.ausprs.org

Fire Fighters' Relief and Retirement Fund 4101 Parkstone Heights Dr., Ste. 270 (512)454-9567
of Austin, Texas Austin, Texas 78746
www.afrs.org

Classes of Employees Covered. The three pension plans cover substantially all full-time employees. The City Employees’
fund covers all regular, full-time employees working 30 hours or more except for civil service police officers and fire fighters.
Membership in this fund is comprised of two tiers. Group A includes all employees hired before January 1, 2012. Group B
includes all employees hired on or after this date. The Police Officers’ fund covers all commissioned law enforcement officers
and cadets upon enroliment in the Austin Police Academy. The Fire Fighters’ fund covers all commissioned civil service and
Texas state-certified fire fighters with at least six months of service employed by the Austin Fire Department.

Benefits Provided. Each plan provides service retirement, death, and disability benefits as shown in the following chart. For
the City Employees’ fund, vesting occurs after 5 years of creditable service. For the other two systems, vesting occurs after 10
years of creditable service. For all three systems, creditable service includes employment at the City plus purchases of certain
types of service where applicable. Withdrawals from the systems include actual contributions plus interest at varying rates
depending on the system. This applies to both non-vested employees who leave the City as well as vested employees who
leave the City and wish to withdraw their contributions. In addition, each plan offers various Deferred Retirement Option
Programs (DROP). These are not included in the discussion of benefits provided.
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7 — RETIREMENT PLANS, continued
a -- General Information, continued

City Employees

Police Officers

Fire Fighters

Eligibility Group A members qualify for
retirement benefits at age 62;
age 55 with 20 years
creditable service; or any age
with 23 years creditable
service. No reduced benefits
are available. Group B
members qualify for normal
retirement benefits at age 65
with 5 years creditable
service or at age 62 with 30
years creditable service.
Reduced benefits are
available at age 55 with 10
years of creditable service.
Calculation Average of 36 highest months
of base pay multiplied by
years and months of
creditable service multiplied
by 3.0% for Group A and
2.5% for Group B.

Death Benefits Retiree or active member
eligible for retirement,
$10,000 lump sum and
continuation of benefits to
beneficiary if this option was
selected. If not eligible for
retirement, refund of
accumulated deposits plus
death benefit from COAERS
equal to those deposits
excluding purchases of time.

Disability Benefits After approved for disability
benefits, active members may
choose from several different
disability retirement options.
Must have 5 years of service

if disability is not job related.

Cost of Living The plan does not require
Adjustments COLAs. Such increases
(COLA) must be deemed sustainable

by the actuary and approved
by the City Council and Board
of Trustees of the fund. The
most recent COLA was put
into effect in 2002.

Members are eligible for
retirement benefits at any age
with 23 years creditable
service (excluding pre-
membership military service),
age 55 and 20 years creditable
service (excluding pre-
membership military service),
or age 62 and any number of
creditable service years.

Average of 36 highest months
of base salary plus longevity
pay multiplied by years and
months of service multiplied by
3.2%.

For retirees and members
eligible for retirement, $10,000
lump sum and the member's
accrued benefit as of the date
of death based on annuity
selected. Non-vested
members receive the greater
of $10,000 or twice the amount
of the member's accumulated
contributions.

After approved for disability
benefits, if disability is the
result of employment duties,
benefit is based on the greater
of 20 years or normal
retirement calculation. Must
have 10 years of service if
disability is not job related.

The plan does not require
COLAs. Such increases must
be approved by the Board of
Trustees and the actuary of
the fund. The most recent
COLA was put into effect in
2007.
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Members are eligible for
normal retirement benefits
upon the earlier of age 50
with 10 years of service or
25 years of service
regardless of age.
Members are eligible for
early retirement at 45 with
10 years of service or with
20 years of service
regardless of age.

Average of 36 highest
months of base salary plus
longevity pay multiplied by
years of service multiplied
by 3.3% with a $2,000
monthly minimum.

Surviving spouse receives
75% of retiree benefits
based on the greater of 20
years or years of service at
time of death. If surviving
spouse exists, each
dependent receives 15% of
the payment paid to the
surviving spouse. If no
surviving spouse exists,
dependents split equally the
amount that would have
been paid to surviving
spouse.

For the first 30 months,
eligible for retiree benefits
based on the greater of
service at time of disability
or 20 years. After 30
months, continuance of
annuity may be
reevaluated.

The plan does not require
COLAs. Such increases
must be approved by the
Board of Trustees and the
actuary of the fund. The
most recent COLA was put
into effect for 2015.
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7 — RETIREMENT PLANS, continued
a -- General Information, continued

Employees Covered by Benefit Terms: Membership in the plans, is as follows:

City Employees  Police Officers Fire Fighters

As of December 31: 2015 2014 2014
Inactive employees or beneficiaries

currently receiving benefits 5,679 727 676
Inactive employees entitled to but

not yet receiving benefits 2,389 27 5
Active employees 9,063 1,777 1,025
Total 17,131 2,531 1,706

Contributions. For all three systems, minimum contributions are determined by the enabling legislation cited above. In certain
cases the City may contribute at a level greater than that stated in the law. While the contribution requirements are not
actuarially determined, state law requires that a qualified actuary approve each plan of benefits adopted.

City Employees Police Officers Fire Fighters

Employee contribution

(percent of earnings) 8.00% 13.00% 18.20% (1)
City contribution

(percent of earnings) 18.00% (2) 21.313% 22.05%
City contributions year ended

September 30, 2016 (in

thousands) $102,609 33,141 19,145

(1) Arate of 18.70% was effective October 1, 2016.
(2) The City contributes two-thirds of the cost of prior service benefit payments. A rate of 18% was
effective October 1, 2012.

The City’s net pension liability was measured as of December 31, 2015 for all three systems. The total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of that date for the City Employees’ fund. For
the other two systems, the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of December 31, 2014 using the final 2015 assumptions and then was rolled forward to the plan’s year ending
December 31, 2015.

Actuarial Assumptions. Actuarial assumptions used in the most recent actuarial valuations include:

City Employees Police Officers Fire Fighters
Inflation rate 2.75% 3.25% 3.00%
H H 0, 0, 0, 0,
Projected annual salary increases 4.00% to 6.25% 0.1% tq 18.00% (1) 1.00/9 to 6.00%
Service based Service based
Investment rate of return 7.50% 7.80% 7.70%
Ad hoc postemployment benefit
changes including COLAs None None None
Dates of experience studies 2011 - 2015 2014 - 2015 2004 - 2014
Source for mortality assumptions RP-2014 Mortality Table RP-2000 RP2000 (Fully
with Blue Collar Combined Healthy Generational using
adjustment. without projection - Scale AA) set back
Generational mortality Sex Distinct. two years for males
improvements in and females - Sex
accordance with Scale Distinct.
BB are projected from
the year 2014.

(1) This includes the classification status change upon graduation from the academy.
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7 — RETIREMENT PLANS, continued
b -- Net Pension Liability

Development of Long-Term Rate of Return on Investments. Each pension plan utilizes different asset allocations and
assumed rates of return in developing the long-term rate of return on investments. However all three use the same
methodology as follows:

The long-term rate of return on pension plan investments was determined using a building-block method in which best-
estimate ranges of expected future real rates of return (expected returns, net of pension plan investment expenses and
inflation) are developed for each major asset class. These ranges are combined to produce the long-term expected rate of
return by weighting the expected future real rates of return by the target asset allocation percentage and by adding expected
inflation.

The following provides asset allocations and long-term expected real rate of return for each asset class for the three funds.

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
City Employees:
International equity 30.00% 6.41%
US equity 30.00% 3.82%
Fixed income 24.50% 1.75%
Alternative investments 10.00% 5.00% to 8.75%
Real estate 5.50% 4.75%
Total 100.00%
Police Officers:
Domestic equity 30.00% 7.50%
International equity 15.00% 8.50%
Domestic fixed income 5.00% 2.50%
Global fixed income 5.00% 3.50%
Real estate 15.00% 4.50%
Alternative investments 22.50% 2.50%
Timber 5.00% 2.50%
Cash 2.50% 0.00%
Total 100.00%
Fire Fighters:
Public domestic equity 20.00% 5.40%
Public foreign equity 22.00% 7.50%
Private equity fund of funds 10.00% 5.70%
Private equity directs 5.00% 7.50%
Investment grade bonds 13.00% 0.70%
Treasury inflation protected securities 5.00% 0.40%
High yield/bank loans 5.00% 3.00%
Emerging market debt 7.00% 3.50%
Core real estate 5.00% 4.00%
Non-core real estate 5.00% 5.30%
Natural resources 3.00% 6.10%
Total 100.00%
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7 — RETIREMENT PLANS, continued
b -- Net Pension Liability, continued

Discount Rate. The following provides information on the discount rate used to measure the City’s total pension liability.
Based on the assumptions presented below, the fiduciary net position for all three pension funds was projected to be available
to make all projected future benefit payments of current active and inactive employees. Therefore, the long-term expected
rate of return on pension plan investments was applied to all periods of projected benefit payments to determine the total

pension liability.
City Employees

Single discount rate 7.50%
dC:ta;nge since last measurement (0.25%)
Long-term expected rate of

return on pension plan 7.50%

investments

Plan member
contributions will be
made at the current
rate. City contributions
will be made at the
current rate for 33 years
and then will decrease
to 8%.

Cash flow assumptions

_Police Officers
7.80%

(0.10%)

7.80%

Plan member
contributions will be
made at current
contribution rates. City
contributions will be
made at rates equal to
the difference between
the actuarially
determined
contribution rates and
the member rate.

Fire Fighters
7.70%

None

7.70%

Plan member
contributions will be
made at current
contribution rates. City
contributions will be
made at rates equal to
the difference between
the actuarially
determined
contribution rates and
the member rate.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate. The following presents the net pension liability of
each of the pension funds of the City calculated using the long-term expected rate of return on pension plan investments, as
well as what the net pension liability (in thousands) would be if it were calculated using a discount rate that is 1-percentage

point lower and 1-percentage point higher than the current rate.

1% Decrease

Net Pension

Rate Liability
City Employees 6.50% $ 1,654,883
Police Officers 6.80% 500,407
Fire Fighters 6.70% 224,760

Current Discount

Net Pension

Rate Liability

7.50%
7.80%
7.70%

$ 1,246,992
384,735
128,407

1% Increase

Net Pension

Rate Liability
8.50% $ 906,949
8.80% 286,545
8.70% 47,350

Pension Plan Fiduciary Net Position. Detailed information about the pension plans’ fiduciary net position is available in the

separately issued financial report of each of the pension systems.

Information (part a) of this footnote.
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7 — RETIREMENT PLANS, continued
b -- Net Pension Liability, continued

Schedule of Changes in Net Pension Liability. Changes in net pension liability for all three funds and the City for the
measurement period ended December 31, 2015 are as follows (in thousands):

City Employees Police Officers Fire Fighters Total

Total pension liability

at December 31, 2014 (a) $ 3,094,056 971,623 861,468 4,927,147
Changes for the year:
Service cost 93,506 32,138 23,309 148,953
Interest 236,844 76,999 66,405 380,248
Benefit changes - (4,080) - (4,080)
Differences between expected

and actual experience 13,414 (6,318) 7,193 14,289
Assumption changes 123,493 3,904 -- 127,397
Contribution buy back - 4,648 - 4,648
Benefit payments including

refunds (169,517) (50,005) (44,757) (264,279)
Net change in total

total pension liability 297,740 57,286 52,150 407,176
Total pension liability

at December 31, 2015 (b) $ 3,391,796 1,028,909 913,618 5,334,323
Total plan fiduciary net position

at December 31, 2014 (c) $ 2,209,800 638,019 789,433 3,637,252
Changes for the year:
Employer contributions 100,485 33,239 19,222 152,946
Employee contributions 54,066 20,061 15,547 89,674
Contribution buy back - 4,648 - 4,648
Pension plan net

investment income (loss) (47,608) (322) 6,328 (41,602)
Benefits payments and refunds (169,517) (50,005) (44,757) (264,279)
Pension plan administrative

expense (2,422) (1,466) (562) (4,450)
Net change in total plan

fiduciary net position (64,996) 6,155 (4,222) (63,063)
Total plan fiduciary net position

at December 31, 2015 (d) $ 2,144,804 644,174 785,211 3,574,189
Net pension liability

at December 31, 2014 (a-c) $ 884,256 333,604 72,035 1,289,895
Net pension liability

at December 31, 2015 (b-d) $ 1,246,992 384,735 128,407 1,760,134
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7 — RETIREMENT PLANS, continued
b -- Net Pension Liability, continued

The City Employees’ fund had no changes of benefit terms that affected the total pension liability for the measurement period,
however significant changes to assumptions were made as the result of an experience study of the five years ending
December 31, 2015. These changes include:

Decreasing the inflation assumption from 3.25% to 2.75%,

Reducing the investment rate of return assumption from 7.75% to 7.5%,

Decreasing the salary increase assumption from 4.5% to 4.0%,

Increasing new entrant pay from 3.75% to 4.0%,

Reducing the assumed retirement rates at most ages to better reflect the emerging trend of members retiring at later
ages,

+  Lowering termination rates and using a select table based on a three year select period for withdrawal rates, and

* Using the RP-2014 blue collar mortality table for males and females project from 2014 to 2026 using mortality
improvement scale BB with a 62% weighting of males and a 38% weighting of females. Previously the RP-2000
white collar mortality tables were used.

The Police Officers’ fund had a change in benefits and several changes in assumptions that affected the measurement of the
total pension liability for the measurement period. In February 2016, the pension board approved modifications to the Forward
DROP program for members with less than 23 years of creditable service as of the date of adoption.

Changes to assumptions included:

*  Decreasing the investment return assumption from 7.90% to 7.80% per year compounded annually, net of expenses,
and

+  Slightly modifying the withdrawal rate table.

The Fire Fighters’ fund had no significant changes of assumptions or other inputs and no changes of benefit terms that
affected measurement of the total pension liability during the measurement period.

¢ -- Pension Expense

Total pension expense recognized by the City for the fiscal year ended September 30, 2016, was comprised of the following
(in thousands):

Pension

Expense
City Employees $ 194,661
Police Officers 49,176
Fire Fighters 29,749
Total $ 273,586
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7 — RETIREMENT PLANS, continued
d -- Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions

At September 30, 2016 the City reported deferred outflows of resources related to pensions from the following sources (in
thousands):

City

Source Employees Police Officers Fire Fighters Total
Contributions to the plans
subsequent to the
measurement date $ 75,132 24,299 13,994 113,425
Differences between expected
and actual experience 31,097 - 6,293 37,390
Changes in assumptions 99,785 14,823 3,798 118,406
Net difference between projected
and actual earnings on pension
plan investments 216,981 47,822 52,690 317,493
Total $ 422,995 86,944 76,775 586,714

The portion of deferred outflows of resources that will be recognized in pension expense is as follows (in thousands):

Fiscal Year
Ended
September 30 City Employees  Police Officers Fire Fighters Total
2017 $ 90,722 14,346 15,401 120,469
2018 90,722 14,346 15,401 120,469
2019 90,503 14,346 15,401 120,250
2020 70,425 12,000 12,252 94,677
2021 5,491 1,804 1,442 8,737
Thereafter -- 5,803 2,884 8,687
Total $ 347,863 62,645 62,781 473,289

Only one fund, the Police Officer’s fund, had deferred inflow balances at September 30, 2016. Deferred inflows arising from
differences between expected and actual experience totaled $5,687,000 at September 30, 2016. For each of the years 2017
through 2021, the City will recognize $632,000 in pension expense and will recognize an additional $2,527,000 thereafter.

8 — OTHER POSTEMPLOYMENT BENEFITS
a -- Description

In addition to the contributions made to the three pension systems, the City provides certain other postemployment benefits to
its retirees. Other postemployment benefits include access to medical, dental, and vision insurance for the retiree and the
retiree’s family and $1,000 of life insurance on the retiree only. All retirees who are eligible to receive pension benefits under
any of the City’s three pension systems are eligible for other postemployment benefits. Retirees may also enroll eligible
dependents under the medical, dental, and vision plan(s) in which they participate. The City’s other postemployment benefits
plan is a single employer plan.
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8 — OTHER POSTEMPLOYMENT BENEFITS, continued
a — Description, continued

The City is under no obligation to pay any portion of the cost of other postemployment benefits for retirees or their dependents.
Allocation of City funds to pay other postemployment benefits is determined on an annual basis by the City Council as part of
the budget approval process on a pay-as-you-go basis.

The City recognizes the cost of providing these benefits to active employees as an expense and corresponding revenue in the
Employee Benefits Fund; no separate plan report is available. The City pays actual claims for medical and 100% of the
retiree’s life insurance premium. Group dental and vision coverage is available to retirees and their eligible dependents. The
retiree pays the full cost of the dental and vision premium.

The pay-as-you-go cost of providing medical and life benefits was $39.3 million for 4,644 retirees in 2016 and $39.5 million for
4,431 retirees in 2015.

b -- Annual Other Postemployment Benefits (OPEB) Cost and Net OPEB Obligation

The annual cost associated with the City’'s OPEB retiree benefits for the fiscal year ended September 30, 2016 is as follows (in
thousands):

OPEB

_ Obligation _
Annual required contribution $ 136,706
Interest on net OPEB obligation 32,742
Adjustment to annual required contribution (44,249)
Annual OPEB cost 125,199
Contributions made (39,314)
Change in net OPEB obligation 85,885
Beginning net OPEB obligation 777,699
Net OPEB obligation $ 863,584

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net OPEB obligation for
the current year and the two preceding years are as follows (in thousands):

Percentage of

Year Ended Annual Annual OPEB Cost Net OPEB
September 30 OPEB Cost Contributed Obligation
2014 $ 124,861 27% 690,265
2015 126,916 31% 777,699
2016 125,199 31% 863,584

¢ -- Schedule of Funding Progress at September 30, 2016 (in thousands):

Actuarial Actuarial Annual Percentage of
Value of Accrued Covered UAAL to Covered
Assets Liability UAAL (1) Funded Ratio Payroll Payroll
$ - 1,627,927 1,627,927 0% 808,529 189.0%

(1) UAAL - Unfunded Actuarial Accrued Liability

Actuarial valuations for OPEB plans involve estimates of the value of reported amounts and assumptions about the probability
of events far into the future. These actuarially determined amounts are subject to continual revisions as actual results are
compared to past expectations and new estimates are made about the future. The schedule of funding progress, presented as
Required Supplementary Information, presents multiyear information about whether the actuarial value of plan assets is
increasing or decreasing relative to the actuarial accrued liability for benefits over time.
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8 — OTHER POSTEMPLOYMENT BENEFITS, continued
d -- Actuarial Methods and Assumptions

Projections of benefits are based on the plan in place at the time of the valuation and include the type of benefits provided at
the valuation date and the cost sharing pattern between the employer and plan members at that time. The actuarial
calculations of the OPEB plan reflect a long-term perspective and utilize actuarial methods and assumptions that are designed
to reduce the effects of short-term volatility in actuarial accrued liabilities.

e -- Funding Policy

The actuarial cost method and significant assumptions underlying the actuarial calculation are as follows:

OPEB
Actuarial valuation date October 1, 2014
Actuarial cost method Projected Unit Credit
Amortization method Level Percentage Open
Remaining amortization period 30 years
Asset valuation method N/A
Investment rate of return 4.21%
Inflation rate None
Salary increase None
Payroll Increase None
Health care cost trend rate 6.5% in 2016, decreasing 0.5% per year for four years to

an ultimate trend of 5.0% in 2019

9 — DERIVATIVE INSTRUMENTS

The City has derivatives in two hedging programs: Energy Risk Management Program and Variable Rate Debt Management
Program.

In accordance with GAAP, the City is required to report the fair value of all derivative instruments on the statement of net
position. All derivatives must be categorized into two basis types — (1) hedging derivative instruments and (2) investment
derivative instruments. Hedging derivative instruments significantly reduce an identified financial risk by substantially offsetting
changes in cash flows or fair values of an associated hedgeable item. Investment derivative instruments are entered into
primarily for income or profit purposes or they are derivative instruments that do not meet the criteria of an effective hedging
derivative instrument. Changes in fair value of hedging derivative instruments are deferred on the statement of net position,
and changes in fair value of investment derivative instruments are recognized as gains or losses on the statement of activities.

The City implemented GASB Statement No. 72, Fair Value Measurement and Application, for the fiscal year ended September
30, 2016. This statement provides guidance for measuring the fair value of assets and liabilities, including liabilities arising in
connection with hedging derivative instruments. Fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date, which is the City’s
fiscal year end date of September 30. This accounting standard requires consideration of nonperformance risk when
measuring the fair value of a liability and to consider the effect of the government’s own credit quality and any other factors
that might affect the likelihood that the obligation will or will not be fulfilled.

a -- Enerqy Risk Management Program

In an effort to mitigate the financial and market risk associated with the purchase of natural gas, energy, and congestion price
volatility, Austin Energy has established a Risk Management Program. This program was authorized by the Austin City
Council and is led by the Risk Oversight Committee. Under this program, Austin Energy enters into futures contracts, options,
swaps and congestion revenue rights for the purpose of reducing exposure to natural gas, energy and congestion price risk.
Use of these types of instruments for the purpose of reducing exposure to price risk is performed as a hedging activity. These
contracts may be settled in cash or delivery of certain commodities. Austin Energy typically settles these contracts in cash.
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9 — DERIVATIVE INSTRUMENTS, continued
a -- Energy Risk Management Program, continued

Hedging Derivative Instruments

Natural Gas Derivatives

Austin Energy purchases financial contracts on the New York Mercantile Exchange (NYMEX) to provide a hedge against the
physical delivery price of natural gas from its various hubs. Austin Energy enters into basis swaps to protect delivery price
differences between Henry Hub and its natural gas delivery points, Western Area Hub Association (WAHA), Katy, and the
Houston Ship Channel (HSC).

The fair value of futures, swaps, and basis swap contracts is determined using the NYMEX closing settlement prices as of the
last day of the reporting period, hierarchy level 2 market approach. The fair value is calculated by deriving the difference
between the closing futures price on the last day of the reporting period and purchase price at the time the positions were
established. The fair value of the options are categorized as hierarchy level 2, calculated using the Black/Scholes valuation
method utilizing implied volatility based on the NYMEX closing settlement prices of the options as of the last day of the
reporting period, including any necessary price analysis adjustments, risk free interest rate, time to maturity, and the NYMEX
forward price of the underlier as of the last day of the reporting period.

Premiums paid for options are deferred until the contract is settled. As of September 30, 2016, $139 thousand in premiums
was deferred. As of September 30, 2016, the fair value of Austin Energy’s futures, options, swaps and congestion revenue
rights, was an unrealized loss of $24.2 million, of which $26.1 million is reported as derivative instruments in liabilities and $1.9
million is reported as derivative instruments in assets. The fair values of these derivative instruments are deferred until future
periods on the statement of net position using deferred outflows and deferred inflows.

Congestion Revenue Rights Derivatives

Preassigned Congestion Revenue Rights (PCRRs) and Congestion Revenue Rights (CRRs) function as financial hedges
against the cost of resolving congestion in the Electric Reliability Council of Texas (ERCOT) market. These instruments allow
Austin Energy to hedge expected future congestion that may arise during a certain period. CRRs are purchased at auction,
annually and monthly at market value. Municipally owned utilities are granted the right to purchase PCRRs annually at 10-
20% of the cost of CRRs. The instruments exhibit all three characteristics - settlement, leverage, and net settlement - to
classify them as derivative instruments.

As of September 30, 2016, PCRRs had a fair value of $570 thousand and CRRs had a fair value of $751 thousand, and both
are reported as derivative instruments. The market value for CRRs and PCRRs is calculated using the implied market value
(the difference between future proxy sink price and source price) multiplied by the number of open positions, hierarchy level 2
market approach. The difference in the prices represents what the expected cost of congestion will be for that given point in
time.

On September 30, 2016, Austin Energy had the following outstanding hedging derivative instruments (in thousands):

Fair Value at September 30, 2016

Reference Notional Change in Premiums

Type of Transaction Index Maturity Dates Volumes Fair Value Fair Value Deferred
Long OTC Call Options  Henry Hub Oct 2016 - Dec 2019 13,715,000 (1) $ 600 (4,274) 3,667

n/a Congestion Rights ICE (2) Oct 2016- Jun 2018 21,784,913 (3) 1,321 (738) -
Derivative instruments (assets) 1,921 (5,012) 3,667

Short OTC Call Options  Henry Hub Oct 2016 (150,000) (1) - 236 -
Short OTC Put Options  Henry Hub Oct 2016 - Dec 2019 (13,715,000) (1) (10,339) 4,783 (3,528)

Long OTC Swaps Henry Hub Oct 2016 - Sep 2020 13,382,500 (1) (15,812) 20,581 -
Derivative instruments (liabilities) (26,151) 25,600 (3,528)

Total $ (24,230) 20,588 139

(1) Volume in MMBTUs
(2) IntercontinentalExchange
(3) Volume in MWHSs

Austin Energy routinely purchases derivative instruments. The outstanding hedging derivative instruments were purchased at
various dates.

The realized gains and losses related to the hedging activity derivative instruments are netted to fuel expense in the period
realized.
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9 — DERIVATIVE INSTRUMENTS, continued
a -- Energy Risk Management Program, continued

Risks

Credit Risk. Credit risk is the risk of loss due to a counterparty defaulting on its obligations. Austin Energy’s fuel derivative
contracts expose Austin Energy to custodial credit risk on Exchange Traded derivative positions. In the event of default or
nonperformance by brokers or the exchange, Austin Energy’s operations will not be materially affected. However, Austin
Energy does not expect the brokerages to fail to meet their obligations given their high credit ratings and the strict and deep
credit requirements upheld by NYMEX, of which these brokerage houses are members. At September 30, 2016, the
brokerages had credit ratings of A.

The over-the-counter agreements expose Austin Energy to credit risk; however, at September 30, 2016, none of the
counterparties had outstanding obligations with Austin Energy. The contractual provisions applied to these contracts under
the International Swaps and Derivatives Association (ISDA) agreement include collateral provisions. At September 30, 2016,
no collateral was required under these provisions.

The congestion revenue rights expose Austin Energy to custodial credit risk in the event of default or nonperformance by
ERCOT. In the event of default of nonperformance, Austin Energy’s operations will not be materially affected. However,
Austin Energy does not expect ERCOT to fail in meeting their obligations as they are a regulatory entity of the State of Texas.

Termination Risk. Termination risk is the risk that a derivative will terminate prior to its scheduled maturity due to a contractual
event. Contractual events include illegality, tax and credit events upon merger and other events. Termination risk for
exchange-traded instruments is greatly reduced by the strict rules and guidelines set up by the exchange, which is governed
by the Commodity Futures Trade Commission. Austin Energy’s exposure to termination risk for over-the counter agreements
is minimal due to the high credit rating of the counterparties and the contractual provisions under the ISDA agreement applied
to these contracts. Termination risk is associated with all of Austin Energy’s derivatives up to the fair value of the instrument.

Netting Arrangements. Austin Energy enters into netting arrangements whenever it has entered into more than one derivative
instrument transaction with a counterparty. Under the terms of these arrangements, should one party become insolvent or
otherwise default on its obligations, close-out netting provisions permit the non-defaulting party to accelerate and terminate all
outstanding transactions and net the transactions’ fair values so that a single sum will be owed by or owed to the non-
defaulting party.

Basis Risk. Austin Energy is exposed to basis risk on its fuel hedges because the expected commodity purchases being
hedged will price based on a delivery point (WAHA/Katy/HSC) different than that at which the financial hedging contracts are
expected to settle NYMEX (Henry Hub). As of September 30, 2016, the NYMEX price was $2.95 per MMBTU (one million
British thermal unit, a measurement of heating value), the WAHA Hub price was $2.80 per MMBTU, Katy was $2.81 per
MMBTU, and the HSC Hub price was $2.94 per MMBTU.

Investment Derivative Instruments

In fiscal year 2016 Austin Energy sold PCRRs and recorded a gain of $4 thousand. However, this gain was deferred under the
accounting requirements for regulated operations. At September 30, 2016, $283 thousand remained deferred.

Risks

As of September 30, 2016, Austin Energy was not exposed to credit, interest, or foreign currency risk on its investment
derivative instruments.

b -- Variable Rate Debt Management Program
Hedging Derivative Instruments

The intention of each of the City’'s swaps is to provide a cash flow hedge for its variable interest rate bonds by providing

synthetic fixed rate bonds. As a means to lower its borrowing costs when compared against fixed rate bonds at the time of
issuance, the City executed pay-fixed, receive-variable swaps in connection with its issuance of variable rate bonds.
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9 — DERIVATIVE INSTRUMENTS, continued
b -- Variable Rate Debt Management Program, continued

As of September 30, 2016, the City has three outstanding swap transactions with initial and outstanding notional amounts
totaling $602.1 million and $389.0 million, respectively. The fair values of the interest rate derivative transactions were
estimated based on an independent pricing service. The valuations provided were derived from proprietary models based
upon well-recognized principles and estimates about relevant future market conditions. The expected transaction cash flows
are calculated using the zero-coupon discounting method which takes into consideration the prevailing benchmark interest rate
environment, the specific terms and conditions of a given transaction, and assumes that the current forward rates implied by
the benchmark yield curve are the market's best estimate of future spot interest rates. The income approach is then used to
obtain the fair value of the transactions, where future amounts (the expected transaction cash flows) are converted to a single
current amount, discounted using a rate of return that takes into account the relative risk of nonperformance associated with
the cash flows. Where applicable under the income approach an option pricing model is applied such as the Black-Scholes-
Merton model, the Black-Derman-Toy model, one of the short-rate models, or other market standard models consistent with
accepted practices in the market for interest rate option products. The option models consider probabilities, volatilities, time,
settlement prices, and other variables pertinent to the transactions. This valuation technique is applied consistently across all
the transactions. Given the observability of inputs significant to the measurements, the fair values of the transactions are
categorized as Level 2.

On September 30, 2016, the City had the following outstanding interest rate swap hedging derivative instruments (in
thousands):

Effective = Maturity Notional
Item Related Variable Rate Bonds Terms Date Date Amount Fair Value
Business-Type Activities - Hedging derivatives:
Water & Wastewater Revenue Pay 3.600%, receive SIFMA
WWw2 Refunding Bonds, Series 2008 swap index 5/15/2008  5/15/2031 $ 113,890 (23,426)
Airport System Subordinate Lien
Revenue Refunding Bonds, Series Pay 4.051%, receive 71% of
AIR1 2005 LIBOR 8/17/2005 11/15/2025 181,925 (32,027)
Hotel Occupancy Tax Subordinate Lien
Variable Rate Revenue Refunding Pay 3.251%, receive 67% of
HOT1 Bonds, Series 2008 LIBOR 8/14/2008 11/15/2029 93,155 (15,071)
$ 388,970 (70,524)

All swaps are pay-fixed interest rate swaps. All were entered into with the objective of hedging changes in the cash flows on
the related variable rate debt.

The fair value of the City’s interest rate swap hedging derivative instruments is reported as derivative instruments in liabilities
with an offsetting adjustment to deferred outflow of resources. The table below provides for the fair value and changes in fair
value of the City’s interest rate swap agreements as of September 30, 2016 (in thousands):

Outstanding Change in fair value
Notional Fair Value and Classification Deferred Deferred
Item Amount Amount Classification Outflows Inflows

Business-Type Activities:
Hedging derivative instruments (cash flow hedges):

Ww2 $ 113,890 (23,426) Non-current liability (1,829) --
AIR1 181,925 (32,027) Non-current liability 2,202 --
HOT1 93,155 (15,071) Non-current liability (562) --

$ 388,970 (70,524) (189) --
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9 — DERIVATIVE INSTRUMENTS, continued
b -- Variable Rate Debt Management Program, continued

Due to the continued low interest rate levels during fiscal year 2016, the City's interest rate swap hedging derivative
instruments had negative fair values as of September 30, 2016. The fair value takes into consideration nonperformance risk,
the prevailing interest rate environment, the specific terms and conditions of a given transaction, and any upfront payments
that may have been received.

Risks

Credit risk. As of September 30, 2016, the City was not exposed to credit risk on any of its outstanding swap agreements
because each swap had a negative fair value. However, should interest rates change and the fair value of a swap become
positive, the City would be exposed to credit risk in the amount of the swap’s fair value.

The counterparty credit ratings for the City’s interest rate swap hedging derivative instruments at September 30, 2016, are
included in the table below:

Counterparty Ratings

Moody's
Investors Standard &
Item Related Variable Rate Bonds Counterparty Service, Inc Poor's Fitch, Inc
Business-Type Activities:
Water & Wastewater Revenue
WW2 Refunding Bonds, Series 2008 Goldman Sachs Bank USA A1 A- A
Airport System Subordinate Lien
Revenue Refunding Bonds, Series
AIR1 2005 Morgan Stanley Capital Senvices, LLC A3 BBB+ A
Hotel Occupancy Tax Subordinate
Lien Variable Rate Revenue
HOT1 Refunding Bonds, Series 2008 Morgan Keegan Financial Products (MKFP) Baa2 BBB+ A-

Swap agreements for all three swaps contain collateral agreements with the counterparties. These swap agreements require
collateralization of the fair value of the swap should the counterparty’s credit rating fall below the applicable thresholds in the
agreements. For Swap AIR1, the City purchased swap insurance to mitigate the need to post collateral as long as the insurer,
Financial Security Assurance, maintains a credit rating above A2/A by Moody’s/S&P. For Swap HOT1, the credit support
provider of MKFP is Deutsche Bank AG, New York Branch (DBAG). This swap requires collateralization of the fair value of the
swap should DBAG's credit rating fall below the applicable thresholds in the agreement.

Swap payments and associated debt. The net cash flows for the City’s interest rate swap hedging derivative instruments for
the year ended September 30, 2016, are included in the table below (in thousands):

Related Variable Rate Counterparty Swap Interest Interest to Net Interest
Item Bonds Pay Receive Net Bondholders Payments
Business-Type Activities:

Water & Wastewater Revenue
WWwW2 Refunding Bonds, Series 2008 $ (4,111) 246 (3,865) (251) (4,116)

Airport System Subordinate Lien
Revenue Refunding Bonds, Series
AIR1 2005 (7,510) 486 (7,024) (398) (7,422)

Hotel Occupancy Tax
Subordinate Lien Variable Rate
Revenue Refunding Bonds, Series
HOT1 2008 (3,056) 244 (2,812) (217) (3,029)

$ (14,677) 976 (13,701) (866) (14,567)
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9 — DERIVATIVE INSTRUMENTS, continued
b -- Variable Rate Debt Management Program, continued

Basis and interest rate risk. Basis risk is the risk that the interest rate paid by the City on underlying variable rate bonds to
bondholders temporarily differs from the variable swap rate received from the applicable counterparty. The City does not bear
basis risk on Swap WW2. At September 30, 2016, the City bears basis risk on the two remaining swaps. These swaps have
basis risk since the City receives a percentage of LIBOR to offset the actual variable rate the City pays on the related bonds.
The City is exposed to basis risk should the floating rate that it receives on a swap drop below the actual variable rate the City
pays on the bonds. Depending on the magnitude and duration of any basis risk shortfall, the expected cost of the basis risk
may vary.

The City will be exposed to interest rate risk only if the counterparty to the swap defaults or if the swap is terminated.

Tax risk. Tax risk is a specific type of basis risk. Tax risk is the risk of a permanent mismatch occurring between the interest
rate paid on the City’s underlying variable rate bonds and the rate received on the swap caused by a reduction or elimination
in the benefits of the tax exemption for municipal bonds. For example, a grandfathering of the elimination of federal tax-
exemption on existing tax-exempt bonds, or a tax cut, would result in the yields required by investors on the City’s bonds
coming close to or being equal to taxable yields. This would result in an increase in the ratio of tax-exempt to taxable yields.
The City is receiving 71% of LIBOR on AIR1, and 67% of LIBOR on Swap HOT1 and would experience a shortfall relative to
the rate paid on its bonds if marginal income tax rates decrease relative to expected levels, thus increasing the overall cost of
its synthetic fixed rate debt.

Nonperformance/Termination risk. The City or the counterparties may terminate any of the swaps if the other party fails to
perform under the terms of the respective contracts. If any of the swaps are terminated, the associated variable rate bonds
would no longer be hedged to a fixed rate. If at the time of termination the swap has a negative fair value, the City would be
liable to the counterparty for a payment equal to the swap’s fair value. The additional termination events in the agreement are
limited to credit related events only and the ratings triggers are substantially below the current credit rating of the City.
Additionally, the City purchased swap insurance on the Swap AIR1 to further reduce the possibility of termination risk.

Rollover risk. The City is exposed to rollover risk on hedging derivative instrumen