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___—mm Today’s Agenda — Financial Forecast

v" FY 2017 and 2018 Financial Update
v" FY 2019 Budget Timeline
v" Corporate Cost Drivers

v" General Fund Forecast

— Base Revenue and Expenditure Projections
— b5-year Forecast

— Continuing Conversations

v" Enterprise Funds Forecast

— Select Program Highlights

— Five-Year Forecast and Rate Projections



E FY 2017 General Fund Year End Review

» Sales tax collections ended 2.9% above the prior year
— Shortfall of $750k compared to 3.3% estimate

» Development Services revenue ended the year $2.9 million above
estimated level

» General Fund departments closed the year with expenditures at
28.8% of budgeted amounts; slightly more savings than estimated

> A total of $15.1 million was transferred to reserves

— $6.1 million higher than estimated
— Reserves ended FY 2017 at 13.6% of total General Fund




E FY 2018 General Fund Status

» Sales tax collections estimated at 3%
—  Shortfall of $800,000 compared to FY 2018 budget expectations

» Development activity levelling out; revenue estimated at $1.5 million

below budget
» Franchise fees and traffic fines currently trending below budget

» Projected savings of $4.4 million projected from lower than

anticipated labor contract costs

» $1.1 million unanticipated increases for KnoxBox replacements and

design work for urgent fire station improvements

» Year end surplus projected at $750,000



FY 2019 Budget Timeline

April - June:
Review FY18 Community engagement and
Budget feedback from Boards and
alignment Commissions

t

February 21
& March7

Council work
sessions on

Strategic
Ovutcomes
budget
alignment

April 4
Financial
Forecast and
facilitated
budget
priority
setting

April 16

Distribute
instructions

to
departments
on submitting
budget
proposals

June 8

Departments
submit final
Budget
Proposals to
ACM and
Budget
Office

August 1

FY 2019
Proposed
Budget
Presented to
Council

August 15
& 29

Full day

Council
budget work
sessions

August 22
& 30

Public
Hearings on
budget, tax

rates, and
utility rates

September
11-13

Budget
Readings

! } |
August and September:

Determine
Anticipated tax Council budget deliberations

Council budget
priorities roll certification and adoption
5

July 20




Corporate Cost Drivers

2017 - 2018

AUStin, TQXaS Y .‘.:

1 Wages and Health Insurance

(J Shared Services Allocations




__—mm Corporate Cost Drivers-Employee Wages

Employees FY18 FY19 FY20 FY21 FY22 FY23

Civilian | 25% | 2.5%  25%  25%  25%  25% | |yvalues in green
Police TBD — 30 (wages and s’rqffing) — cells are assumed
Fire 0.25% | 0.5% 1% 2% 2.5% 2% rates for forecast
EMS 1.25%* | t———m— RV —— purposes only.

* One-time lump sum payment.

WorldatWork Salary Budget Increases by State — Texas Market Information
Calendar Year Results Average e Civilian — Varies; Many
2014 Actual 3107 classifications below market
2015 Actual 3.0% * Police* — 13.6% above #2 Ft. Worth
2016 ] 2.99, e Fire* — 18.6% above #2 Arlington

2017 Actual 3.0%  EMS — Analysis in progress

* . .
2018 Projected 3.0% Based on 2017 PFM Compensation Analysis :



rCorpomlte

Cost Drivers — Employee Benefits

» No increase projected for FY 2019; 5-year average of 7%

assumed for remaining 4 years of forecast horizon

$25,000

$20,000

$15,000

$10,000

$5,000

S0

12%

FY14 FY15 FY16 FY17

mm City Contribution/FTE

FY18 FY19

=== |NCrease

FY20 FY21

=e -Projected Increase

FY22

FY23




gCorporaie Cost Drivers — Shared Service AIIoccliimrE

» Forecast growth in base Support Services budget: 5% annually

— Support Service departments include Human Resources, Law, Financial
Services, Audit, Building Services, City Council, City Clerk, and others

» Forecast growth in base Communications & Technology Management
budget: 10% annually

— Funds base cost increases such as employee wages and critical
replacement of end-of-life technology

— Does not include funding for any new IT initiatives

— Increases projected to outpace other cost centers as City services
increasingly shift to technology solutions



ECorporaie Cost Drivers — Shared Service AIIoccliimrE

» Forecast growth in base Fleet maintenance budget: 5% annually

— Fleet Services manages the full lifecycle of all vehicles and equipment
including acquisitions, maintenance, repair, and disposition

» Forecast growth in cost of Fuel: 4% annually

— Fuel costs are estimated based on usage and price projections from the
U.S. Energy Information Administration

» Paid sick leave for temporary City employees
— $260,000 General Fund; $480,000 all funds




___ General Fund Forecast

2017 - 2018

Austin, Texas . riad e

d FY 2019 Base Revenue and Expenditure
Projections

1 Five-Year Financial Forecast

[ Continuing Conversations




r Current General Fund Revenue -

FY 2018 Amended Source of Funds General Fund Revenue Sources:
$1,027 million 5-Year Growth
2 $500
S$40 .
$400 et o
$350 S ST
$300
$250 o
$200 —
$150 ———— - q——
$100
$50 e — e
S0
_ 2013-14 2014-15 2015-16 2016-17 201Zélu%zet
® Property Tax # Sales Tax
--e- Property Tax —e—Sales Tax
% Development = Other Revenue —e= -Development —e-0Other Revenue
v Utility Transfers —e—Utility Transfers
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___—mm Property Tax Projections e

FY18 Assessed Value Property Tax by PROPERTY TAX GROWTH
Property Class - —o=:8% Rollback ~ —M=4% Rollback = = Effective
- 7.3% = Single Family % »700 igz&s
= $650 ==
> Multifamily $600 /4444‘///56'04 8
$550 /444”://./
= Land 6500 $49’5 2 ¢
, $450 A = $421.2
Commercial - $447.8 5 e A e ===
= Personal $350
Property $300
FY 2019  FY 2020  FY 2021  FY 2022  FY 2023
» Projected assessed value growth » Estimated new construction value
— 10.4% for FY 2019 — $3.0 billion in FY 2019
— 8% for FY 2020; 6% for FY 2021-2023 — Average of $2.4 billion in FY 2020-2023




Property Tax Exemptions

Current City of Travis Austin Central
Exemptions Austin County Com. Col. | Health

General Homestead 8% 20%
$80,000

Senior/Disabled $85,500

FY18 Median Homeowner Savings

from City of Austin Exemptions

$35,000 + Freeze

$25,000 1% 20%
$150,000 $80,000

Projected FY19 Change in Revenue
from Increasing Exemptions

* Non-senior homeowner; $108.71
* Senior/disabled homeowner: $487.17

* Per 1% increase in general homestead
exemption: Approximately -52.4M

e Per $1,000 increase in the senior/disabled
exemption: Approximately -$160,000




Sales Tax History
$225.4

—

$189-V 5-Year CAGR = 3.5%
»

FY 2014 FY 2015 FY2016 FY 2017 FY2018*

Sales Tax Projections
$255.0

$231.0

2.5% annual growth rates:
FY 2019-2023

FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

Sales Tax Revenue Trend

15.0%

10.0%

5.0%

0.0%

(5.0%)

Sales Tax Collections:
Six-month Rolling Average & Trend Line

Y, Y G Yo, Yo % T Yo & Yo, Y % Yo Y S Y. Y, S
% 5 %% T % % Ty % e T % e T e Yo
15



Millions
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Utility Transfer History
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___—mm Development Revenue e

$55m

- 50%
S44m
$33m 20%
$22m

- -10%
S11m
Som I I I I I I I I I I I I I I -40%

09 10 11 12 13 14 15 16 17 18* 19  20*  21*  22%  23%
B % Change ===History =® *Estimate/Forecast

FY 2018 estimate = $48.7M; FY 2019 forecast = $49.8M

» Forecast projects annual fee adjustments to maintain full cost recovery




Other Revenue

$160
$150 AR RN RN )
$140 O O R
: R
5 $130
= F CAGR: 1.3%
= 110 5-Year CAGR: 1.9% Sl bt
$100
FY14 FY15 FY16 FY17 FY18* FY19* FY20* FY21* FY22* FY23*
*Estimate/Forecast
FY 2018 Estimated Other 7 7 D
Revenue Collections = EMS Other Revenue” Forecast Highlights
$10.6M = Franchise Fees Projected at $143 million for FY 2018
$40 9M .
s121m " Vibed Bev. & Oher Taxes Department fees have not historically

$9.0M _~ r
$1Z.4M/
/ ~__$35.5M

$13.1M

= Municipal Court Fines
m Recreation and Culture
® Public Health

m Other

kept pace with rising costs

Telecommunication and cable franchise
fee revenues projected to continue to
decline over forecast horizon




___— Current General Fund Expenditures e

FY 2018 Uses of Funds ' General Fund Expenditures
$1,027 million by Strategic Outcome*
3%\ 80%
8% : 70%
60%
50%
40%
30%
20% 17%
; : » 10% 6% 5% o
. 0% W T -, %
: - % of Total Budget
Safety * Program
: : Health & Environment expenses only;
GRS B Culture & Lifelong Learning amounts do not
= Community Services (LIB, PARD, AS, APH, NHCD) B Government that Works capture
@ Other Departments (MC, PAZ & DSD) B Economic Opportunity & Affordability transfers and
Transfers & Other | 0 Mobility debt service.




___—mm Projected General Fund Cost Drivers e

Salary increases $10.9M
Support Services, CTM, Fleet maintenance and fuel $9.8M
Municipal Court lease $3.0M
Accrued Payroll $2.8M
Other contractual increases $2.8M
Onion Creek Station with 16 Firefighters $1.9M
Economic Incentives Reserve Fund $1.8M
Cell phone data plans for use with body cameras; body camera maintenance $1.4M
Remove reimbursement from Visit Austin for Spring Festival security $1.2M
Increase APD’s terminal pay $1.1M
Knox Key Security Project $1.0M
Annualize the cost of 8 new positions for Central Library and materials increase $0.6M
Reduce Fire’s overtime ($3.0M)

Total Increases $35.3M A




___ — Five-Year General Fund Outlook FY 2019-23 .

Projected Baseline Expenditures vs. Revenue

+$67,538,628.0M at 8%
rollback

Revenue Scenario A:
e 8% rollback rate FY19-23

+$14,331,515.0M at 8%

(%)
2
o}
=
—
=

$1,062

FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23

Base Expenditures B Additional Capacity Revenue at 8% Revenue at Effective

21



___ — Five-Year General Fund Outlook FY 2019-23 =l

Projected Baseline Expenditures vs. Revenue

Revenue Scenario B:

e Rate necessary to balance base cost -$42.3M at 4% rollback
drivers in FY19 and FY20

e 4% rollback rate in FY21-23

(%)
2
o
=
—
=

$1,062

FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23

Base Expenditures  mmm Additional Capacity Revenue at 4% Revenue at Effective

22




___ — Five-Year General Fund Outlook FY 2019-23 =l

Projected Baseline Expenditures vs. Revenue

Revenue Scenario C:
e 8% rollback rate in FY19 and FY20
* Additional capacity these years allocated
to reserves (no new funding initiatives) _
e 4% rollback rate in FY21-23 !
il

(%)
2
o
=
—
=

e
$1,137

$1,062

FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23

Base Expenditures  mmm Additional Capacity Revenue at 4% Revenue at Effective

23




__—ma Continuing Conversations ~

Safety
» 5-year police staffing plan (resolution 20180322-047)

Incremental Ongoing Costs $8.4m S§7.6m S7.9m S§7.5m $12.7 m
One-Time Costs S4.0m S3.5m S3.6m S3.3m S5.3m
New Positions 56 62 63 59 93

* 12 FTEs authorized in FY 17; FY 19 projection above includes costs for the 12 unfunded positions

Incremental Ongoing Costs S4.3m §2.2m S1.3m S0.9m S1.6m
One-Time Costs S0.3m S0.3m S0.05 m S0.2m S0.0m
New Positions 53 25 14 12 18

24




__—mm Continuing Conversations =l

Safety (continued)

» Construction of 5 new fire stations (resolution 20160324-009)
—  $86.4 million projected construction cost over 10 years
—  $3.0 million to $5.2 million annual operating cost per station

— Total annual operating cost of $22.6 million by 2028;
» APD and EMS labor negotiations

» Resources and staffing for HOST and Community Health Paramedics programs
— Each additional HOST team costs $800,000

» Increased funding for Wildfire Mitigation (CM Alter at work session)

» Commission for Women recommendation for 5 Victims Services Counselors and
resources (CM Pool at work session) — $500,000

25



__—mm Continuing Conversations =l

Health and Environment

» Increased funding for Austin Public Health and Social Service Contracts
(resolution 20160128-068)

—  $6.1 million per year over the next three fiscal years; total of $18.3 million

» Increased funding for parks and aquatics (CM Alter at work session)

Culture and Lifelong Learning

» Music and Creative Ecosystem Omnibus (resolution 20160303-019)

» Cultural Asset Mapping Project & Thriving in Place Report

» Creation and preservation of cultural arts spaces (resolution 20180215-082)

26



__—mm Continuing Conversations =l

Economic Opporiunity and Affordability

» Increased funding for the Housing Trust Fund (resolutions 20160616-030)
- $4.6M in FY19 (100% of City owned properties)

— Challenges in tracking resolution 20151217-074 persist (all properties)
» Solutions to homelessness issues (multiple resolutions)

» Chapter 380 revision

Government That Works

» Technology enhancements such as human capital management and Smart Cities

» Addressing deferred facility maintenance

—  $6.5M to comply with financial policy; $2M included in forecast

27



Enterprise Fund Highlights

2017 -2018 _, f, Zesecd

O FY 2019 Forecast Overview
O Five-Year Highlights and Major Changes
1 Maijor Rates and Fees

28




___—mm Major Enterprise Departments e

Associated FY 2018 and FY 2019 Operating Budgets and Staffing

Austin Convention Center
FY18: $103.8M; FY19: $103.1M

Austin Code
FY18: $23.0M; FY19: $24.1M

Austin Energy
FY18: $1.4B; FY19: $1.4B

FY18 FTEs: 146; FY19 FTEs: 147

EY18 FIEs:295:75; FY19 FlEs: 300

FY18 FTEs: 1749; FY19 FTEs: 1759

Austin Transportation

FY18: $52.8M; FY19: $59.7M

EY18IENEs: 271.5; FY19 FTESs:
301.5

Austin Water

FY18: $621.4M; FY19: $602.7M
FY18 FIEs: 1185; FY19 Fiks: 1200

Austin Resource Recovery

FY18: $94.3M; FY19: $97.1M
FY18 FTEs: 462; FY19 FTEs: 464

Public Works

Watershed Protection

FY18: $98.6M; FY19: $102.1M
EY18 FTES: 319; F¥19'ETES: 346

Aviation

FY18: $161.7 M; FY19: $189.2 M
FY18 FTEs: 489; FY19 FTEs: 538

FY18: $104.7 M; FY19: $118.0 M

FYA8/RIES: 523.25 FY19 HIES:
556.25

29




FY 2018
Budget

$1,350 M

Forecast Highlights

Power supply costs to increase 20% as generation

units are retired in FY 2021 and FY

10 new positions per year to support customer and

program growth

Base rates remain stable; rate review anticipated
in FY 2021; AE forecasted to remain within the 2%

affordability goal

5-year CIP spending plan projected at $1.0 billion

Austin Energy

Cost

Drivers
S45 M

2023

FY 2019
Budget

5-Year Forecast

Budget (S millions) = —— Typical Rate Payer

1,558

1,443 1,477

1,395 1,402

5-Year Budget CAGR =3%

87.65 87.65 87.65 90.35 90.35

2019 2020 2021 2022

* Typical Rate Payer data reflects monthly rate in dollars 30




Austin Water

FY 2018 Cost FY 2019
BUdget Drivers BUdget
$621.4 M $18.7 M $602.7 M
>-Year Forecast Forecast Highlights
=——Budget ($ millions) CIP (S millions) == == Typical Rate Payer
62140  goy 9 627.31 62964  636.23 664.50 Continued debt defeasance reducing debt
: service payments; lower cash transfer to CIP
5-Year Budget CAGR = 1% 24 new positions projected over 5 years to keep
pace with customer growth; 15 in FY19
252.81
18492  195.98 197.92 No rate change in FY 2019 and FY 2020; 2%

131.58  132.22 . _
rate increases in FY 2021 and FY 2023
80.91 80.79 80.79 82.41 82.41 84.05

2018 2019 2020 2021 2022 2023

5-year capital spending of $910.5M

* Typical Rate Payer data reflects monthly rate in dollars 31




Aviation

FY 2018 FY 2019
Budget Budget

$161.7 M $189.2 M

86 new positions projected over 5 years to staff 332.4 333.9
terminal expansion and to keep pace with S~ R

. p p p : ~ ~ \258.8 270;7’ g N < \244 3
record airport passenger growth Se----- it 221.7
Terminal Expansion expected to be complete by —Teas 1987 209 2178 2271
spring 2019; additional expansion planned over 161.7 ' 5-Year Budget CAGR = 7%
next 5 years
Parking Garage & Administration Building '

2018 2019 2020 2021 2022 2023

expected to be complete be summer 2019 Budget ($ millions)  — — -CIP ($ millions)

32




FY 2018
Budget

$94.3 M

New
Invest.
S1.4 M

Cost
Drivers
S1.4 M

* Typical Rate Payer data reflects monthly residential rate in dollars

Austin Resource Recovery

FY 2019
Budget

$97.1 M

Forecast Highlights

25 new positions over 5 years for customer
growth and improved vehicle routing

Organics collection fully implemented FY 2020;
@ new positions; vehicles and carts funded in CIP

Implement weekly recycling in FY 2021; 27 new
positions

No rate increase in FY19

33




Watershed Protection

FY 2019
Budget

$102.1M

FY2018 Cogt
Budget Drivers

$98.6M $1.0M

Forecast Highlights

5-Year Forecast

48 new positions projected over 3 years 1021 105.5 108.3 1106
98.6 - —QO—
26 to replace existing temporary positions 19,7 283 87.4
22 to meet growing demands for drainage
infrastructure operations and maintenance SR 41.4

5-Year Budget CAGR =2.7%

No rate increase in FY19; increases in out years 11.80 11.80  12.43 13.15 13.50 13.83

—¢ 00—

Capital project expenditures anticipated to ramp
up in FY20 as a large numbers of projects move
from design phase into construction

2018 2019 2020 2021 2022 2023

=e=Budget ($ millions) =@=CIP (S millions) =@=Typical Rate Payer

* Typical Rate Payer data reflects monthly rate in dollars




Public Works

FY 2018 o New FY 2019
Budget Drivers Invest. Budget
$104.7 M $2.3 M $11.0M $118.0 M

5-Year Forecast

1301 Forecast Highlights
124.8 :

118.0 115.3 120.1 . . .
104,7/~__—/ Increased investments in street preventive
5-Year Budget CAGR =4%

maintenance and sidewalk repair programs

33 new positions projected in FY19 to keep pace

’ w2l 33.3 with capital program workload growth and
\25\'9 o 19.4 department program management
T——
7_mm2-10 Capital budget spending on 2016 Bond Programs
e i i o . 2023 will be finished by the end 5-Year Forecast Period
——Budget ($ millions) CIP ($ millions) ~====Typical Rate Payer

35
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FY 2018

Austin Transportation

Budget Drivers Invest.

$52.8 M S2.3M $4.6 M

The 2016

FY 2019 il
Budget

$59.7 M

Cost New

5-Year Forecast

183.7

5-Year Budget CAGR = 4%

Forecast Highlights

Investments in travel demand management, transit
speed /reliability, and smart mobility

29 new positions projected in FY19 to keep pace

59.7 59.2 60.1 62.9 .
2 S , with workload growth and new programs
55.2 57.4 55.3 . . o ]
39.9 Capital budget includes significant spending on
e —
3.67 4.29 5.14 5.14 5.54 5.54 Corridor Construction Program in FY 2022 and FY
2018 2019 2020 2021 2022 2023 2 O 2 3
=pBudget ($ millions) CIP (S millions) ====Typical Rate Payer

* Typical Rate Payer data reflects monthly rate in dollars

MOBILITY BOND

by AR
LEARN MORE

36




Budget Drivers

YEXY, $1.0M

5-Year Budget CAGR =3.5%

2018 2019 2020 2021 2022 2023

—O - Budget (S millions) = O =Typical Rate Payer

* Typical Rate Payer data reflects monthly rate in dollars

Austin Code

FY 2019
Budget

$24.1M

Forecast Highlights

6 new positions over 5 years; 1 in FY 2019

Annualized costs of 23 positions added in FY
2018

No change in Clean Community Fee

37




FY 2018
Budget

$103.8 M

Forecast Highlights

HOT revenue is projected to level out; 1% annual
growth estimated through FY 2023

4.25 new positions projected for FY 2019

Transfer to CIP decreasing by $3.5 million in FY19;
increases by $8 million in FY20 and remains level

Majority of CIP projects completing in FY19;
project spending in FY20-FY23 is for
Marshalling /Warehouse project

Austin Convention Center

Cost New FY 2019
Drivers Invest. Budget
$1.1M $0.4M $103.1M

5-Year Forecast
111.7 112.2 114.6 115.5
103.8 103.1 A R a
5-Year Budget CAGR =2.1%
8 18.5
i 4.5 74 .- ! _6.'7_ _____ 8.5
2018 2019 2020 2021 2022 2023
— - —Budget (S millions)  ====CIP (S millions)
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___—mm FY 2019 Major Rates and Fees

2018 2019 Monthly
Monthly Projected Dollar
Rate Rate Change  Typical rate payer defined as:
Austin Energy | $87.00 $87.65 $0.65 Residential customer usage of 860 Kwh
) Residential customer usage of 5,800 gallons
P T e | el $80.79 (30.12) of water and 4,000 gallons of wastewater
Austin Resource Recovery $24.30 $24.30 $0.00 Residential customer with a 64-gallon cart
Clean Community Fee $8.95 $8.95 $0.00 Per single-family home
Transportation User Fee $11.52 $12.89 $1.37 Per single-family home
) - Residential customer with 3,100 sq.
Drainage Utility Fee | $11.80 $11.80 $0.00 1./37% of impervious cover
Projected FY19 median non-senior
Property Tax Bill | $104.18 $109.61 $5.43 homestead taxable value of $303,555;
assumes tax rate necessary to fund base cost
drivers in all years
Total | $328.66 $335.99 $7.33 Combined FY19 increase of 2.2%

39
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Financial Forecast
Fiscal Years 2019-2023

General and Major Enterprise Fund Details

Five-Year Highlights and Key Changes
Major Rates and Fees
Current Staffing and Projections

Vvl

Capital Projects
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General Fund Forecast

The General Fund is the general operating fund for the City of Austin. It includes eleven departments that
provide programs, activities, and services directly to the citizens of Austin, as well as to surrounding
communities. General Fund revenue is sourced from five broad categories: property tax, sales tax,
transfers in from the two City-owned utilities, development, and other revenue. Property taxes are a result
of the tax rate per $100 of property valuation. Sales tax collections allocated to the City of Austin are
1% of the price of taxable goods and services sold in the city of Austin. Transfers into the General Fund
are received from the electric and water utilities in accordance with a Council ordinance. Development
revenue comprises the various permit, application, and inspection fees associated with residential and
commercial development. Other revenue comprises development fees, franchise fees, fines, forfeitures,
penalties, licenses, permits, inspections, charges for services, and interest.

In FY 2018, property tax revenue is estimated at $453.0 million, or 44.1% of total General Fund sources.
Sales tax, the second largest revenue source, is $226.1 million, or 22%. Transfers from the City owned
utilities are expected to be 15.1%, or $154.9 million. Lastly, Other Revenue and Development categories
are a combined $193.1 million, or 18.8%.

The FY 2019 base revenue forecast projects assessed value growth at 10.4% along with 8% for FY
2020, and 6% for FY 2021 through FY 2023. New construction value of $3.0 billion is also projected for
FY 2019 with an average of $2.4 billion assumed for FY 2020 through FY 2023. Sales tax assumptions
in FY 2019 are 3% representing an increase of $5.6 million over the prior year. A 2.5% growth rate
projection is included in the remaining four years. These moderate projections utilize historical experience
and emphasize the volatile nature of this revenue source. Development Revenue continues its strong
performance and includes full cost recovery efforts. It is projected at $49.8 million, $1.1 million higher
than the FY 2018 estimate. Other revenue is experiencing a modest increase of approximately $590,000
in FY 2019 and $9.2 million over the forecast period.

$1,350 +$67.5 at 8%
rollback
$1,300

$1,250

$1,200 EEIVERTEIA
$1.150 rollback

$1,100

v
Z
o
=
=
=

$1,050
$1,000 D2

FY 2018-19 FY 2019-20 FY 2020-21 FY 2021-22 FY 2022-23

Base Expenditures mmmm Additional Capacity Revenue at 8%

Revenue at 4% == Revenue at Effective
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Total base expenditures for the General Fund in the FY 2019 Forecast are projected at $1.1 billion,
which is $35.3 million, or 3.4%, higher than the FY 2018 Budget. The largest portion of the General Fund
budget, approximately 66%, is allocated to the three public safety departments: Police, Fire, and
Emergency Medical Services. The community service departments, namely Parks and Recreation, Austin
Public Health, Library, Animal Services, and Neighborhood Housing and Community Development
collectively comprise 22% of the General Fund budget. Planning and Zoning, Development Services,
Municipal Court, and Transfers/Other collectively represent the remaining 12% of General Fund
resources.

For the FY 2019 Forecast, the General Fund is projecting the following major cost drivers for a total of

$35.3 million:
° Wage increases of $10.9 million for employees
° Shared cost allocation plan increases for Support Services, Communications & Technology
Management, fleet maintenance, and fuel for a net total of $9.8 million
° Leasing costs for Municipal Court of $3.0 million
° $3.7 million for cell phone data plans for use with body cameras, body camera maintenance,

removal of reimbursement from Visit Austin for Spring Festival security, and increase to Austin

Police Department’s (APD) terminal pay

o Other various contractual increases of $2.8 million

° Accrued payroll for $2.8 million and Economic Incentives Reserve Fund for $1.8 million

° The recently completed Onion Creek Fire Station and 16 firefighter positions for $1.9 million

° $1.0 million for the Knox Key Security Project

° Annualization of 18 new positions for Central Library and materials increase in the amount of
$0.6 million

o Reduction in the Fire Department’s overtime of $3.0 million due to cadet classes and filling of

vacant sworn positions

Over the five-year forecast period, the General Fund expenditures are projected to increase an
estimated $213 million, an average of $42.5 million per fiscal year. No new positions are included for
future fiscal years at this time. This is consistent with previous forecast projections and founded on existing
base cost driver assumptions, which are subject to revision.

Fund Summary (in millions)

FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance 0 0 0 0 0 0
Revenue & Transfers In $1,024.5 $1,062.4 $1,097.9 $1,136.7 $1,184.9 $1,236.4
Expenditures &
Transfers Qut $1,023.8 $1,002.4 $1,097.9 $1,136.7 $1,184.9 $1,236.4
Change in Fund Balance $0.7 0 0 0 0 0
Ending Fund Balance $0.7 0 0 0 0 0
Average Monthly Bill
(Typical Rate Payer) $104.18 $109.61 $117.04 $125.10 $133.28 $141.38
FTEs 6,740.30 6,764.55 6,764.55 6,764.55 6,764.55 6,764.55
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Austin Energy Forecast

Austin Energy (AE) receives about 90% of its revenue from sales of electric service to retail customers.
Base revenue, which supplies AE with its operating revenue, and pass-through revenue, which recovers
specific costs with no return to AE, each make up about 50% of electric service revenue. Base revenue is
derived from the number of customers, usage levels and base rates. Other revenue includes transmission
revenue, infrastructure rental, chilled water services, customer fees, and interest income.

Throughout the forecast horizon, AE’s energy sales in kilowatt hours (kWh) are projected to increase at a
compounded annual growth rate of 0.6% based on expected customer growth. Consequently, base
revenue remains relatively flat, increasing only $11 million from FY 2017-18 through FY 2020-21. Base
revenue increases by $44 million in FY 2021-22 primarily due to an anticipated rate review, which is
forecasted to remain within the 2% affordability goal.

Changes in pass-through revenue are driven by rising power supply costs and wholesale transmission
costs. These costs are generally attributed to a change in power supply sources and increasing wholesale
transmission costs from the Electric Reliablity Council of Texas (ERCOT) market. Pass-through revenue is
expected to increase from approximately $601 million in FY 2017-18 to $715 million in FY 2022-23.

Other revenue, including transmission and interest revenue, will increase by $16 million to $158 million
by FY 2022-23 due to increases in transmission revenue, chiller revenue, and revenue for infrastructure
attachments from private corporations. In the chart below, the gigawatt hours (GWh) sold trend line
indicates stable, and slightly increasing, energy sales over the forecast period.
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Austin Energy’s major expenditures are power supply costs, wholesale transmission costs, operating and
maintenance expense, debt service, investment in capital improvements, and transfers to the City and the
General Fund. For the period of FY 2018-23:
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o Power supply costs increase from $413 million in FY 2017-18 to $508 million in FY 2022-23.
These costs remain relatively flat through FY 2020-21 and increase in the later years, as
generation units are retired at the Decker Power Plant in FY 2020-21 and the Fayette Power
Plant in FY 2022-23, coupled with the acquisition of additional renewable power supply.
Austin Energy recovers these costs through the Power Supply Adjustment charge.

. Wholesale transmission costs, recovered through the regulatory charge, increase
approximately $3 million per year rising to $154 million in FY 2022-23. These costs are the
result of investment and on-going maintenance by transmission service providers of the
wholesale transmission grid that is coordinated by ERCOT.

° Controllable operating and maintenance expenses are forecasted to increase an average of
2% per year. From FY 2017-18 to FY 2022-23, operating and maintenance expenses,
excluding power supply and regulatory pass-through costs, increase from $427 million to
$468 million.

. The Capital Improvement Program (CIP) includes continued investment in infrastructure and
technology to secure the utility’s grid and remain in compliance with all state and federal
guidelines, as well as new plants for increased chilled water capacity and the new Bluff
Springs Substation. The five-year spending plan is projected at $1 billion. Cash transfers to
CIP average approximately $81 million per year and total $484 million from FY 2017-18 to
FY 2022-23.

° Annual debt service increases from $100 million in FY 2017-18 to $136 million in FY 2022-
23. The increase is attributed to financing about 50% of AE’s CIP.

. The General Fund transfer is $109 million for FY 2017-18, increasing to $117 million by FY
2022-23.
° Other City transfers and payments average $55 million per year over the time period,

increasing from $49 million in FY 2017-18 to $63 million in FY 2022-23.

. $40 million is expected to be transferred to the Contingency Reserve, Power Supply
Stabilization Reserve, and Capital Reserve funds in FY 2018-19. The reserves will be fully
funded by FY 2021-22 to comply with the financial policies.

Austin Energy will add 10 FTEs in FY 2019 to replace existing temporary and contract staffing to meet
current program requirements. Looking into the future, the utility is projecting an annual staffing increase

of 10 FTEs for the support of programs and continued customer growth.

The following table reflects the fund’s financial forecast and the bill impact of a typical residential
customer for FY 2018 — FY 2023.
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Fund Summary (in millions)

FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $370.8 $392.2 $396.0 $398.2 $355.0 $355.6
Revenue & Transfers In $1,367.6 $1,398.7 $1,404.4 $1,399.6 $1,478.1 $1,559.3
Expenditures & Transfers Out $1,346.2 $1,394.9 $1,402.1 $1,442.9 $1,477.4 $1,558.2
Change in Fund Balance $21.4 $3.8 $2.2 ($43.3) $0.7 $1.1
Ending Fund Balance $392.2 $396.0 $398.2 $355.0 $355.6 $356.7
Residential Monthly Bill (Typical
Rate Payer uses 860 kWh) $87.00* $87.65* $87.65* $87.65* $90.35* $90.35*
FTEs 1,749 1,759 1,769 1,779 1,789 1,799

*The Typical Residential Monthly Bill reflects changes to the base rates only from FY 2020 through FY 2023. The
numbers do not reflect changes to the PSA, Regulatory Charge, or Community Benefit Charge since those are unknown

at this time.
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Austin Water Forecast

Austin Water receives approximately 98% of its non-transfer revenue from sales of water and
wastewater services to retail and wholesale customers. Of this, water service revenue generally accounts
for about 52% of total non-transfer revenue, wastewater service revenue accounts for 46%, and
reclaimed service revenue and other revenue accounts for the remaining 2%. The projected number of
accounts, total billed water consumption during a billing period, total billed wastewater flows during a
billing period, and the appropriate rates drive service revenue.

The FY 2017-18 total revenue current-year estimate includes the system-wide water and wastewater
rate reduction approved by Austin City Council on March 8, 2018, which will take effect on May 1, 2018.
There are several reasons Austin Water is able to provide a rate reduction. First, during the recent central
Texas drought, rates were increased significantly to offset the reduction in water demand; however, water
demand has since stabilized, resulting in additional revenue. Second, Austin Water’s financial benchmarks
have improved significantly due primarily to the ability to defease debt (pay off debt early).

The rate reduction is the result of the 18-month 2016 Cost of Service Rate Study, which included significant
stakeholder participation in the review of Austin Water cost-of-service methodologies. As a result of the
approved rate reduction, FY 2018-19 non-transfer revenue is projected to decline by $4.8 million, or
0.8%, as compared to FY 2017-18 estimates. Future years also forecast revenue with the assumption that
the rate reduction remains in place until the next-planned rate increase in FY 2020-21. Total non-transfer
revenue is expected to increase by $41.5 million, or 7%, from FY 2019-20 to FY 2022-23 because of
customer growth and forecasted rate increases.

The chart below shows the impact of Austin Water’s recent debt management efforts. Austin Water’s debt
service requirements (represented by the blue bars) have declined from an actual $214.0 million in FY
2014-15 to a projected $171.8 million in FY 2022-23. Over the same period, the percentage of debt
service requirements out of the utility’s total requirements (represented by the orange line) is projected
to decrease considerably, from an actual 42.5% in FY 2014-15 to a projected 25.8% in FY 2022-23.
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Austin Water’s major expenditure categories include operating and maintenance costs, debt service
payments, and transfers to other City funds, including the General Fund, Utility Billing Support, and
Administrative Support transfers. Expenditure assumptions for the FY 2018-19 through FY 2022-23
financial forecast include:

. A $22.8 million decrease in debt service requirements from FY 2017-18 current-year
estimates to FY 2018-19 projections attributable to ongoing debt management efforts that
include a $60.0 million Capital Recovery Fee and operating cash debt defeasance transaction
planned to happen in spring 2018;

° A stable General Fund transfer throughout the five-year forecast period, ranging from $46.7
million to $47.9 million; and

. A modest staffing increase throughout the five-year forecast period, adding 15.0 positions in
FY 2018-19 and 9.0 positions in FY 2019-20.

Fund Summary (in millions)

FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $214.8 $180.2 $188.5 $178.4 $183.2 $190.0
Revenue & Transfers In $611.8 $611.0 $617.2 $634.4 $643.0 $660.8
Expenditures & Transfers Out $646.4 $602.7 $627.3 $629.6 $636.2 $664.9
Change in Fund Balance ($34.6) $8.3 ($10.1) $4.8 $6.8 ($4.1)
Ending Fund Balance $180.2 $188.5 $178.4 $183.2 $190.0 $185.8
Average Monthly Bill (Typical Rate Payer)* $80.91 $80.79 $80.79 $82.41 $82.41 $84.05
FTEs 1185.0 1200.0 1209.0 1209.0 1209.0 1209.0

*The Average Monthly Bill includes the Reserve Fund Surcharge and Community Benefit Charge.

Austin Water's five-year CIP spend plan balances renewal and replacement of critical infrastructure and
investments in new technology, including smart meter technology and system expansion, and is focused on
capital investments to build and improve water and wastewater treatment facilities and wastewater
collection facilities. Total planned spending from FY 2018-19 through FY 2022-23 is $910.5 million.
Noteworthy projects for water and wastewater treatment facility improvements are the Treated Water
Discharge System and Power Distribution Upgrade for the Davis Water Treatment Plant, Trains A&B
Blower Replacement and Tertiary Filter Improvements for the South Austin Regional Wastewater
Treatment Plant, and the Tertiary Filter Rehabilitation for the Walnut Creek Wastewater Treatment Plant.
Additionally, the Parmer Lane Interceptor project will focus on constructing new wastewater infrastructure.
All of these projects are currently in the construction phase.
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Aviation Forecast

Austin-Bergstrom International Airport (ABIA) operates as an enterprise fund of the City of Austin and is
self-sustaining; therefore, the Department of Aviation does not receive tax revenue and functions without
relying on the City budget or taxpayer. Austin's airport has operated in this fashion since 1982; funding
to finance operating expenses and development is generated by fees and rent paid by airlines,
concessions, and passengers. In addition, ABIA receives grants, including federal Airport Improvement
Program (AIP) grants. In order to comply with federal regulations and to ensure ABIA is eligible to receive
AIP funds, all airport revenue is retained to fund the capital and operating costs of the airport.

Passenger traffic in the United States has historically been correlated with the nation’s economy. During
economic contractions, there is a notable decline in passenger volumes while during the subsequent
economic expansions there is significant growth in passenger volumes. Therefore, the airline cost per
enplaned passenger is one of the Aviation Department’s key indicators of the airport industry and
measurement of airplane costs and revenue trends.

The FY 2018-19 goal for airline cost per enplaned passenger is $11.17, a 6% increase over the FY
2017-18 goal of $10.54. The increase is primarily due to increased operating expenses allocated to
airline cost centers. Providing quality facilities while controlling costs is critical to maintaining a reasonable
cost per enplaned passenger.

The Department of Aviation receives approximately 48% of its total revenue from airlines and 52% from
non-airline fees in includes parking, concessions, rentals and miscellaneous fees. Landing fees and terminal
lease revenue are projected to increase 19%, while non-airline revenue is expected to increase 12%.
Passenger traffic is projected to increase by 5% annually over the next five fiscal years. Aviation’s goal
is to generate at least $12.96 of non-airline revenue per enplaned passenger in FY 2018-19.
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The FY 2018-19 forecast includes airline payments of $34.4 million in landing fees and $50.8 million in
terminal rent and other fees. The airlines’ landing fees are based on the estimated landed weight of
commercial and cargo carriers and are set to recover the City’s costs for the construction, operation, and
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maintenance of the airfield. Terminal rents are paid by the airlines and are intended to recover the
capital, operating, and maintenance costs associated with the airlines’ use of the terminal.

Major adjustments to revenue include the Terminal Expansion and the West Lot A Parking Garage and
other planned capital improvements.

The Terminal Expansion is part of the larger Apron & Terminal Expansion and Improvements
project, which will add nine airplane gates to the existing terminal, permitting additional and
larger aircraft access to and from the terminal building and increasing domestic and international
travel capacity. The terminal expansion includes construction of over 200,000 square feet of space
and is scheduled to be complete in spring of 2019.

The parking structure will provide much needed parking capacity while keeping the development
in a smaller footprint, as compared to surface parking facilities. The structure will also incorporate
a consolidated administration facility for Aviation administration and staff, thereby allowing the
existing mezzanine level within the terminal to be converted into revenue-generating concessions
and services for our passengers. Construction of the two lower levels of the garage is expected
to be complete by Thanksgiving 2018. The remaining levels of the garage and the administration
building are scheduled for completion in spring of 2019 and summer 2019, respectively.

Expenditure assumptions for the FY 2018-23 Financial Forecast include:

$7.9 million for 86 additional positions over the next five years to accommodate airport growth,
including staffing the new terminal and parking garage;

$10.5 million in additional debt service payments starting in FY 2018-19 and increasing
gradually over the next five years related to the completion of the terminal expansion, parking
garage, and various other projects at the airport; and

$6.2 million in various contractuals and commodities related to overall growth at the airport over
the next five years.

Aviation is forecasting an additional 49 positions in FY 2018-19 to keep pace with the airport’s record
growth, while concentrating on filling existing vacant positions. Looking into the future, the Department is
projecting an additional 37 positions over the remaining five year forecast period. The growth in
expenditures and additional positions tracks the projected increase in enplaned passengers over the next
five years, as shown in the graph below.
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Airport Operating Fund Summary (in millions)

FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance 0 0 0 0 0 0
Revenue & Transfers In 161,716,420 | 189,185,854 | 198,749,443 | 209,040,690 | 217,789,127 | 227,139,280
Expenditures & Transfers Out 161,716,420 | 189,185,854 | 198,749,443 | 209,040,690 | 217,789,127 | 227,139,280
Change in Fund Balance 0 0 0 0 0 0
Ending Fund Balance 0 0 0 0 0 0
FTEs 489.00 538.00 555.00 566.00 575.00 575.00

The five year spending on capital improvements, which includes completion of the Terminal Expansion in
and the Parking Garage and Administration Building in FY 2019 and a Consolidated Maintenance Facility
in FY 2020, is projected at $1.3 billion. The Department is also considering an additional terminal and
infill project on the west side once the current east terminal expansion is complete to accommodate
continued passenger growth over the coming years.
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Austin Resource Recovery Forecast

Austin Resource Recovery (ARR) funds programs and services through three major user fees: base customer
fee, trash cart fee (varies by trash cart size), and the Clean Community Fee. These fees comprise roughly
95% of ARR’s total revenue. ARR also has various rates for miscellaneous special services. The FY 2019
Budget will not include rate increases for the department’s three major user fees.

Revenue Forecast by Fee Revenue Type

$120

$100

The base customer and trash cart fees paid by residential curbside customers comprise the majority (64%)
of all ARR revenue. Curbside collection service customers are mostly residents of the City of Austin living
in single-family homes and multi-family residences of four or fewer units.

The residential component of ARR revenue is driven by the number of customers, base customer fee
amount, and trash cart fee amount, which varies by trash cart size. In FY 2019, $1 million in projected
additional residential revenue, as compared to FY 2018 budget, is related to an increase in the projected
number of ARR residential customers. Current customer growth assumptions are based on projected
population growth, which is then adjusted to estimate growth in number of households likely to require
ARR residential services.

Residential curbside customers pay the base customer fee and a trash cart fee. The trash cart revenue is
budgeted based on the projected distribution of cart sizes across the customer base multiplied by the
associated cart fee amount. Customers can choose from four trash cart sizes and pay less per month for
smaller cart sizes. The base customer charge and trash cart fees cover the direct expenses of the following
ARR programs: trash collection; recycling collection; yard trimmings and curbside compost collection; brush
collection and processing; and bulk collection.

ARR also services around 2,000 commercial customers. Beginning January 1, 2015, commercial premises
have been required to be serviced by a licensed private collection service provider, known as a “private
hauler.” Commercial customers serviced by ARR prior to that date may continue to receive ARR services.
Therefore, commercial revenue is expected to continually decrease as this class of customers diminishes.

Clean community services are provided to all residential and commercial customers in the ARR service
area and include: street sweeping, dead animal collection, citywide litter control, landfill closure and post
closure requirements, citywide bulk collection and Clean Austin program, Zero Waste program
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development, and Brownfields remediation. Residential Clean Community fee customers receive the
included benefit of access to the Household Hazardous Waste facility within the Recycle & Reuse Drop-
off Center. Additionally, implementation of the Universal Recycling Ordinance and ARR’s business
outreach team are funded by the commercial Clean Community fee exclusively. The FY 2019 budget
includes an increase in revenue of $0.9 million as compared to FY 2018 budget from these fees due to
anticipated customer base growth.

Over the next five years ARR’s capital spending, projected at a total of $90.6 million over that period,
is focused largely on the regular replacement of vehicles and carts along with vehicle fleet technology
upgrades. Program expansion efforts are expected to include curbside compost expansion completion
and weekly recycling implementation. ARR also continues to work towards the repair of storm damage
and subsequent closure of the former FM812 landfill.

The major expenditure categories within ARR’s operating costs are: staffing, fuel purchases, maintenance
of vehicles, debt service payments, landfill and recycling processing contracts, as well as transfers to
capital funds and support services transfers. Major expenditure changes impacting revenue included in
the FY 2019 through FY 2023 Forecast are:

. The expansion of Curbside Compost Services to an additional 52,000 households in FY 2019
at a cost of approximately $1.4 million and the addition of 2 positions. The final expansion
phase will conclude in FY 2020 with an additional roll out to the remainder of the ARR service
area. Associated new vehicles will be purchased with debt.

° Increase in the cash transfer in FY 2019 by $2.5 million for a total transfer of $10.1 million
from ARR’s operating fund to the capital fund for the purchase of replacement vehicles and
equipment.

° Weekly recycling is scheduled to begin in FY 2021. This will require 27 new FTEs and is

associated with a projected $3.00 increase to the monthly base customer fee. ARR anticipates
a capital investment of $4.2 million in additional vehicles to be purchased with debt to support
this initiative. Expansion of the current recycling service from biweekly to weekly collections
was identified as part of the Austin Resource Recovery Master Plan.

e The Vehicle Fleet Technology Upgrade project is well underway and scheduled for completion
in FY 2020. With this increase in capabilities we require 6 new FTEs and $0.8 million to
manage this system and the additional data it will produce upon full implementation.

In FY 2018, staff has focused on cost containment measures and made a concerted effort across the
department to reduce expenditures. This will result in a larger ending balance and enable the Department
to avoid rate increases in FY 2019. The FY 2019 Budget will take advantage of that ending balance and
therefore will show expenses about $2.9 million greater than revenue. ARR will still meet the requirement
to retain a reserve equivalent to 1/12% of annual operating expenses.

Fund Summary (in millions)
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FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $11.5 $13.7 $10.7 $7.8 $8.2 $8.5
Revenue & Transfers In $93.4 $94.2 $96.8 $104.7 $109.5 $110.6
Expenditures & Transfers Qut $91.2 $97.1 $99.8 $104.3 $109.2 $110.7
Change in Fund Balance $2.1 (52.9) (52.9) $0.4 $0.4 (50.8)
Ending Fund Balance $13.7 $10.7 $7.8 $8.2 $8.5 $8.4
I‘,‘x;‘r‘)"e Monthly Bill(Typical Rate §24.30 §24.30 §25.35 §28.35 $30.00 $30.00
gﬁf'de"““' Clean Community Fee $4.70 $4.70 $4.70 $4.70 $4.70 $4.70
FTEs 462 464 485 517 519 523
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Watershed Protection Forecast

Watershed Protection receives about 97% of its revenue from the drainage charge (DUF). The drainage
charge is calculated individually for each property, both residential and commercial, based on the amount
and percent of impervious cover. Less impervious cover means a lower drainage charge.
Impervious cover includes:

e Rooftops

e Patios

e Driveways

e Parking lots

e Other surfaces that do not absorb rainfall

Impervious cover has a significant impact on stormwater. It increases the amount and speed of stormwater
runoff. It also increases the amount of pollutants in stormwater. The drainage charge pays for a wide
variety of programs to help with flooding, erosion and water pollution across Austin. Crews clean trash
and debris from Lady Bird Lake, maintain our drainage infrastructure, and respond to more than 3,000
service requests annually. Watershed Protection staff responds to the pollution hotline about
environmental spills and emergencies 24-hours a day. Staff also coordinates numerous projects to help
reduce the risk of flooding and erosion.

Other revenue includes inspection and development review fees related to Watershed Protection
programs.

Watershed Revenue Projection
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Increases in projections for the drainage charge revenue are related to increases in impervious cover due
to new development across the city.

The major operating expenditure categories within WPD include Flood Risk Reduction, Water Quality
Protection, Infrastructure and Waterway Maintenance, Stream Restoration, Watershed Policy & Planning,
and Support Services. Additional expenditures include payments for previously issued debt and transfers
to fund capital improvements and transfers for shared City services.
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Expenditure assumptions for the FY 2019-23 Financial Forecast include:

—

° A $2.5 million increase in FY 2018-19 for 27 additional full-time positions. Many of these
positions will replace existing temporary positions providing the department with the stability
of full-time staff in key positions. Positions related to computer-aided design modeling,
engineering design and geospatial analysis will support the core mission of the department.
Staffing increases and contractual services are also projected in FY 2019-20 through FY
2022-23 to meet growing demands for drainage infrastructure operations and maintenance;

° A $2 million increase in FY 2018-19 for contractuals and commodities, including legal services,
testing, engineer and survey services, garbage and debris removal;

. Capital investment of $35 million projected each year for the next five years. This investment
will provide the community with design and construction of essential projects to reduce flood
risks and improve water quality. Some large projects include: Little Walnut Creek — Jamestown
Dr Storm Drain Improvements, Walnut Creek — North Acres Storm Drain Improvements, W.
Bouldin Creek — Del Curto Storm Drain Improvements, and Citywide — General Stormwater
Infrastructure Maintenance Projects;

° Fleet maintenance increases of 5% and fuel increases of 4% for heavy equipment and other
vehicles utilized by the department; and

° Administrative support transfer increases of 5% for City shared services.

Fund Summary (in millions)

FY18 CYE FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $16.4 $15.7 $10.2 $6.4 $6.3 $6.0
Revenue & Transfers In $95.7 $96.7 $101.7 $108.1 $110.4 $113.3
Expenditures & Transfers Out $96.4 $102.1 $105.5 $108.3 $110.6 $113.5
Change in Fund Balance ($0.7) (85.5) ($3.8) (50.2) (50.2) (50.3)
Ending Fund Balance $15.7 $10.2 $6.4 $6.3 $6.0 $5.8
Median Single Family Charge
(Typical Rate Payer) $11.80 $11.80 $12.43* $13.15* $13.50* $13.83*
FTEs 319 346 357 367 367 367

*The Average Monthly Bill reflects changes to the base rates only. The numbers do not reflect changes to the amount

and percent of impervious cover for an individual’s property and/or parcel.
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The Public Works Department (PWD) works for all of us by building and maintaining our streets, bridges,
sidewalks, and urban trails; delivering city capital and neighborhood partnering improvement projects;
and providing safe routes to school. The forecast is focused on core services following PWD guiding
principles to remain dependable and devoted towards providing quality value to our citizens and
customers.

PWD revenue is derived from a portion of the Transportation User Fee (TUF), which is shared with the
Austin Transportation Department (ATD), direct charges to capital projects and a cost-recovery allocation
to sponsor departments, and collections from a child safety trust fund defined by Local Government Code,

Section 106.002.

The forecast includes an estimated additional 33 positions in FY 2018-19 across various divisions. Seven
of these positions will be covered by the TUF and will address growing workload with managing
contracted street maintenance efforts, asset management, and support services. The Capital Projects
Management Fund (CPMF) is estimating 25 positions which will be covered by direct charges to capital
projects and a cost-recovery allocation to sponsor departments to address the growing capital delivery
workload from other City departments, including Austin Water, Aviation, and ATD as part of the 2016
Mobility Bond. One position will be covered by revenue in the Child Safety Fund and will support the
coordination and management of projects for the Safe Routes to School Program. Looking forward, the
Child Safety Fund is estimating a need of 2.75 additional positions in the future to support program
growth in education needs and safe routes to school.

Revenue from the PWD portion of the Transportation User Fee, which is shared with the Austin
Transportation Department, is forecasted to increase by 5.3% or $3.7 million in FY 2018-19 and another
28.9% over the remaining forecast period. PWD is projecting an increase to the residential portion of
the TUF of $0.75 per month in FY 2018-19, along with increases of $1.85 per month in 2019-20, and
$0.55 per month increases annually in FY 2021-23.

Revenue from the CPMF is forecasted to increase by 16.9% or $4.7 million in FY 2018-19 and another
10.2% over the remaining forecast period, and the Child Safety Fund revenue is forecasted to increase
by 24.0% or $0.6 million in FY 2018-19 and another 35.5% over the remaining forecast period

The major expenditure categories within PWD include street preventive maintenance and repair, bridge
maintenance, right-of-way maintenance, sidewalks, urban trails, infrastructure management, capital
delivery, safety education, and school crossing guards. Expenditure assumptions for the FY 2019-23
Financial Forecast are to support the core operations which include:

° $3.0 million for contracted asphalt overlays;

° $1.5 million for in-house overlay ADA ramp, curb, and gutter improvement program;
° $1.0 million per year for street preventative maintenance; and

° $1.0 million per year for sidewalk repair work
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Transportation Fund Summary (in millions)

FY18 CYE FY19 FY20 FY21 FY22 FY23

Beginning Fund Balance $18.7 $12.7 $3.2 $2.4 $3.7 $4.6
Revenue & Transfers In $69.8 $73.5 $79.2 $85.0 $87.9 $91.4
Expenditures & Transfers Qut $75.8 $83.0 $80.0 $83.7 $87.0 $90.9
Change in Fund Balance (85.9) ($9.5) (50.8) $1.2 $0.9 $0.5
Ending Fund Balance $12.7 $3.2 $2.4 $3.7 $4.6 $5.1

Average Monthly Bill (Typical Rate Payer) $7.85 $8.60 $10.45 $11.00 $11.55 $12.10
FTEs 332 339 339 339 339 339
Capital Projects Management Fund Summary (in millions)

FY18 CYE FY19 FY20 FY21 FY22 FY23

Beginning Fund Balance $0.1 $1.5 $2.1 $3.5 $4.8 $5.9

Revenue & Transfers In $27.8 $32.5 $33.3 $34.1 $35.0 $35.8

Expenditures & Transfers Qut $26.4 $31.9 $31.9 $32.8 $33.9 $35.0
Change in Fund Balance $1.4 $0.6 $1.4 $1.3 $1.1 $0.8
Ending Fund Balance $1.5 $2.1 $3.5 $4.8 $5.9 $6.7
FTEs 177 202 202 202 202 202

Child Safety Fund Summary (in millions)

FY18 CYE FY19 FY20 FY21 FY22 FY23

Beginning Fund Balance $0.2 $0.1 $0.1 $0.1 $0.1 $0.2
Revenue & Transfers In $2.5 $3.1 $3.4 $3.6 $4.0 $4.2
Expenditures & Transfers Out $2.6 $3.1 $3.4 $3.6 $3.9 $4.2
Change in Fund Balance ($0.1) (50.0) $0.0 $0.0 $0.1 $0.0
Ending Fund Balance $0.1 $0.1 $0.1 $0.1 $0.2 $0.2
FTEs 14.25 15.25 17.0 17.0 18.0 18.0

The five year spending on capital improvements is projected at $160.1 million, which includes spending
on street reconstruction, projects associated with the Capital Metro Quarter Cent program and
Neighborhood Partnering Program, and various projects as a part of the 2016 Mobility Bond, including
sidewalks, urban trails, and Safe Routes to Schools.

Millions
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Austin Transportation Forecast

Revenue from Austin Transportation’s portion of the Transportation User Fee, which is shared with the
Public Works Department, is forecasted to increase by $3.9 million in FY 2018-19 and another 29% over
the remaining forecast period. ATD is projecting an increase to the residential portion of the TUF of $0.62
per month in FY 2018-19, along with increases of $0.85 per month in 2019-20 and $0.40 per month in
FY 2021-22. Over half of the FY 2018-19 increase will be for the annualized cost of 10 positions and
associated office lease costs for the Corridor Program Office (CPO), which transferred to ATD’s operating
budget in FY 2017-18 and initially covered by a one-time drawn down of the fund ending balance. The
remaining TUF increase will be used for additional ATD staff and various program enhancements.

Revenue from right-of-way and development fees is estimated to come in almost 20% higher than
budgeted in FY 2017-18 due to higher than anticipated development activity. Revenue for the remainder
of the forecast period is projected to remain flat.

Revenue from pay stations, parking meters, and permitting ground transportation providers is estimated
to increase by 13% or $1.6 million over the forecast period due to increases in taxicab, street valets and
downtown parking in core areas, and expansion of parking districts in West Campus, East Austin, and
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The major expenditure categories within ATD include operating and maintenance of the signal system and
active transportation network, long-range transportation planning, right-of-way management and special
events, transportation engineering, parking management, and transfers to fund capital improvements.

Expenditure assumptions for the FY 2019-23 Financial Forecast include:
e $0.6 million related to the Smart Trips program and transportation demand management
programming;

e $0.4 million for IT contract support related to the AMANDA billing system to further assist in
upgrades, including providing an online payment portal;
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e $0.3 million to help implement and construct small-scale mobility and/or safety projects such as
curb ramps, operational improvements at intersections, curb work, and sidewalk gaps;

e $0.3 million for a staff augmentation contract to create outreach and education/promotional

materials to support ATD’s smart mobility initiatives;

e $0.2 million for a contract with Capital Metro to assist with transit speed and reliability; and

e $0.2 million for implementing an ADA transition plan for signals and crossing.

ATD is projecting an additional 29 positions in FY 2018-19 across various divisions. Twelve of these
positions will be covered by parking meter revenue and will address parking enforcement expansions
throughout the city, the Smart Mobility and Mobility Electric/Autonomous Vehicles programs, and
development of the Shared Mobility Services Plan (EV/AV). Seven positions will be funded by ROW fees
and will address both the growing workload related to development in dense areas of the city and for
projects spanning larger geographic area (Google Fiber, small cell, Smart City technologies, etc.). The
remaining 10 positions will be covered by the TUF and will work on various initiatives such as traffic signal
performance and maintenance, signs and markings implementation, development of the Austin Strategic
Mobility Plan (ASMP), transportation demand management, Traffic Impact Analysis (TIA) review, special
events, and support services.

Mobility Fund Summary (in millions)

FY18 CYE FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $8.8 $5.5 $1.0 $1.0 $0.2 $0.9
Revenue & Transfers In $35.0 $39.1 $44.5 $44.6 $47.1 $47.1
Expenditures & Transfers Out $38.3 $43.6 $44.5 $45.4 $46.4 $47.4
Change in Fund Balance $(3.3) $(4.5) $0.0 $(0.8) $0.7 $(0.3)
Ending Fund Balance $5.5 $1.0 $1.0 $0.2 $0.9 $0.6
Average Monthly Bill (Typical Rate Payer) $3.67 $4.29 $5.14 $5.14 $5.54 $5.54
FTEs 205 2172 222 222 222 272

Parking Management Fund Summary (in millions)

FY18 CYE FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $3.6 $3.2 $1.0 $0.6 $0.6 $0.7
Revenue & Transfers In $13.5 $14.0 $14.2 $14.5 $14.8 $15.1
Expenditures & Transfers Out $13.9 $16.1 $14.6 $14.5 $14.7 $15.1
Change in Fund Balance $(0.5) $(2.1) $(0.4) $0.0 $0.1 $(0.1)
Ending Fund Balance $3.2 $1.0 $0.6 $0.6 $0.7 $0.6
FTEs 67.5 79.5 79.5 79.5 79.5 79.5

The five year spending on capital improvements is projected at $501.4 million, which includes significant
spending on the 9 corridors in the Corridor Construction Program, Regional Mobility partnerships with
TxDOT, and various bikeway and intersection safety improvement projects as part of the 2016 Mobility

Bond.
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Austin Code Forecast

The Austin Code Department (ACD) receives approximately 88% of its revenue from the Clean Community
Fee (CCF). The purpose of the CCF is to provide funding for code enforcement services that protect
residential communities and commercial properties throughout the City and to recover the costs of
addressing property maintenance, land use, and nuisance code violations. An additional 9% of revenue
is comprised of license and registrations fees collected from the Short-Term Rental (STR), Waste Hauler,
and other programs, while other code compliance penalties and revenue sources comprise the remaining
3% of revenue.

ACD projects that the CCF will remain at its current level over the next five years. Growth in the number
of customer accounts will result in a $0.40 million increase in CCF revenue in FY 2018-19 and a $3.2
million increase by FY 2022-23.

In addition, ACD projects a $0.8 million increase in License and Registration revenue in FY 2018-19 and
a $0.9 million increase by FY 2022-23 due to a projected increase in the number of licenses issued. The
addition of seven positions to the STR enforcement team in FY 2017-18 will enhance the department’s
ability to proactively identify STRs operating without a license. We expect these positions, coupled with
escalated enforcement protocols, will increase the number of active STR licenses. Similarly, the Waste
Hauler licensing program is also escalating enforcement activities to increase the number of licensed
operators.

ACD has also increased its enforcement efforts in other divisions, resulting in a forecasted increase in other
revenue sources including collections of fines and penalties assessed through the Building and Standards
Commission and Administrative Hearing Process. These projected increases total $150,000 in FY 2018-
19 and $240,000 by FY 2022-23.
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ACD is projecting a budget increase in FY 2018-19 of $1.3 million, or 6%, from FY 2017-18. Across the
five-year forecast period, an average annual budget increase of 3.5% is projected. Expenditure
assumptions for the FY 2019-23 Financial Forecast include:

e $0.5 million for five Investigations and Compliance positions added between FY 2019-20 and FY
2022-23
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e $0.3 million for increased rent due to relocations related to the redevelopment of the RBJ campus.

e $97,000 in ongoing costs and $13,000 in one-time costs for one Human Resources Advisor position
in FY 2018-19 to assist ACD with the increasing demands associated with performance
management, employee relations, payroll administration, employee injuries, ethics and integrity

complaints, and workplace investigations.

e $97,000 for AMANDA case management database reporting and mapping upgrades associated

with CodeNext.

e $27,000 to annualize the cost of 23 positions added in FY 2017-18, which is the net amount after

backing out one-time equipment and vehicle costs.

e City-wide cost driver increases related to interdepartmental support.

Fund Summary (in millions)

FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $0.2 $0.3 $0.5 $0.6 $0.8 $1.0
Revenue & Transfers In $23.6 $24.5 $25.2 $25.9 $26.7 $27.5
Expenditures & Transfers Qut $23.5 $24.3 $25.1 $25.7 $26.5 $27.4
Change in Fund Balance $0.1 $0.2 $0.1 $0.2 $0.2 $0.2
Ending Fund Balance $0.3 $0.5 $0.6 $0.8 $1.0 $1.2
Average Monthly Bill (Residential
Customer) — Code’s Portion of the CCF $4.25 $4.25 $4.25 $4.25 $4.25 $4.25
FTEs 146 147 149 150 151 152
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Austin Convention Center Forecast

Austin Convention Center facilities provide customer-friendly meeting spaces to attract out-of-town visitors
to the city of Austin, thereby contributing to a prosperous Austin economy. In FY 2016-17, there were 35
new events, of which 21 were new conventions. The money spent by visitors while in the city of Austin
translates into increased retail sales for local businesses and generates additional sales and Hotel
Occupancy Tax (HOT) revenue. FY 2018-19 total revenue is projected to increase 4% over the FY 2017-
18 budget and 2% over the FY 2017-18 estimate. FY 2018-19 revenue is below FY 2016-17 actuals
due to a large one-time event in FY 2016-17.

HOT revenue is the largest single revenue source for the Austin Convention Center. In FY 2016-17 HOT
revenue contributed to 58% of the overall revenue for the Austin Convention Center Department (ACCD).
Current collections show a steadying growth trend and HOT revenue is projected to increase 1% annually
during the forecast period.

Contractor revenue increased significantly in FY 2016-17, primarily due to revenue received by ACCD’S
catering and concession services contractor. This was due to a one-time special event that had food and
beverage services valued at $4.3M. Future year projection growth rates of 1%-3% are based on event
bookings/sales projections and outside influences such as the openings of the Fairmont and Marriot hotels.

Vehicle Rental Tax revenue is the largest single revenue source for the Town Lake Park Venue funds that
includes the Palmer Events Center. Town Lake Park Vehicle Rental Tax collection has remained steady due
to other transportation options available to travelers. This revenue stream is projected to increase 1%
annually for the forecast period.

Facility, parking and other revenue has remained steady and is projected to increase slightly for the
forecast period based on the event booking schedule.
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The Austin Convention Center and Palmer Events Center must operate within an extremely competitive
market. The facilities must be well maintained, with continual building improvements and technological
investments made.

Major expenditure categories include:

Operational Requirements: FY 2018-19 budget includes 4.25 new positions to support event and
attendee needs within the sales, security and IT areas. One of the positions is a conversion from
temp to fulltime.

Debt service and other Transfers: Debt service transfers remain substantially the same with the
exception of a $3.9M decrease in FY 2019-20, reflecting the final payment for Series 2004
bonds for the Convention Center.

Transfers from the Operating funds to the Capital Improvement Project (CIP) will continue for
ongoing capital requirements of aging facilities and future facility development.

The FY 2019-23 planned CIP spending totals $55.6 million. The FY 2018-19 CIP spending plan
of $18.5 million includes projects that are underway, as well as planned projects, that will enhance
the customer experience through building and IT improvements and equipment replacement. Also
included is a land purchase related to the Marshalling Yard /Warehouse project that will enhance
project design options. The main component of the $37.1 million projected spending for FY 2020-
23 is for the Marshalling Yard /Warehouse project, which will address a critical department need
by creating a staging area for client move-ins and move-outs, as well as for an off-site shipping
and receiving warehouse facility.

Fund Summary (in millions)

FY18

Estimated FY19 FY20 FY21 FY22 FY23
Beginning Fund Balance $32.7 $25.6 $33.7 $34.7 $36.4 $36.9
Revenue & Transfers In $109.4 $111.3 $112.7 $114.0 $115.1 $116.3
Expenditures & Transfers
Out $116.6 $103.1 $111.7 $112.2 $114.6 $115.5
Change in Fund Balance ($7.2) $8.2 $1.0 $1.8 $0.5 $0.8
Ending Fund Balance $25.6 $33.7 $34.7 $36.4 $36.9 $31.7
FTEs 295.75 300 300 300 300 300
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The National Economy

Status

Economic activity in the United States picked up over the course of 2017, a situation
expected to continue for much of this year as the impact of cuts in business and individual
taxes ripples through the economy. However, disposable income is rising more slowly than
spending, causing the savings rate to drop. In the near term, lower tax bills and repatriation
of business profits (which can translate to consumption) will provide short-term stimulus. For
businesses, the tax plan delivers not only lower rates, but ability to immediately deduct
investment spending from tax payments for the next five years. Higher profitability will also
provide more resources for companies to invest, although rising wage costs could partially
offset the positive impact of greater investment. On the monetary policy side, tension
around inflation fears and higher federal deficits (which will tend to increase interest rates
over time) combine with tax cuts and strong current economic growth to create a Fed
orientation toward tightening (perhaps three times this year). Meanwhile, the situation on
trade is in flux, although early indications are that the more protectionist policy stance may
be substantially offset by carve-outs and “strategic exceptions.”

Economic Outlook

There are four scenarios around the outlook for the national economy. The most likely is the
Baseline Forecast. Consumer spending continues to grow, and businesses add capacity in
response. Stronger overseas growth puts downward pressure on the dollar and increases
demand for US exports. With the economy near full employment, the faster GDP growth
creates some inflationary pressures. Annual growth is in the 2 percent range but gradually
falls below that level as the economy reaches capacity and slow labor force growth becomes
a constraining factor.

A less likely scenario is Slower Growth. Inaction on the budget and debt ceiling dampens
growth in the first two quarters of 2018, and the financial system’s response limits growth
beyond the short term. Meanwhile, the administration places significant restrictions on US
imports, raising costs and disrupting supply chains. In spite of the tax cut, businesses hold
back on investments to restructure their supply chains because of uncertainty about future
policy. GDP growth falls to less than 1.5 percent over the forecast period, and the
unemployment rate rises to about 6 percent.

An unlikely scenario is Successful Policy. The Administration takes only symbolic action on
trade. Congress compromises on appropriations and passes a large rise in the debt ceiling.
With financial and supply chain disruptions off the table, businesses focus on the tax cuts
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designed to increase investment spending and the opportunities available from an effective
infrastructure plan. Growth remains above 2 percent for the next five years.

Recession is also unlikely. Policy mistakes (especially around trade) and risky financial market
decisions in the United States, Europe, and China trigger a global financial crisis. The Fed and
the European Central Bank act to ease financial conditions, and the financial system recovers
relatively rapidly. GDP falls temporarily during 2018, but subsequently recovers.

Figure 1: Real (Inflation-Adjusted) Annualized GDP Growth
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Sources: Bureau of Economic Analysis; TXP

Figure 2: Real Annualized Growth in Non-Residential Investment
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Sources: Bureau of Labor Statistics; TXP
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Figure 3: Consumer Price Index Growth (12-Month Change)
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Sources: Bureau of Labor Statistics; TXP

Figure 4: Net Household Saving Rate

3Q-15 4Q-15 1Q-16 2Q-16 3Q-16 4Q-16 1Q-17 2Q-17 3Q-17

Sources: Bureau of Economic Analysis; TXP
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The Austin MSA Economy

Overall Status

The rate of growth (in both absolute and percentage terms) in the Austin metro area (MSA)
fell slightly during 2017, but the pace and level remain among the most expansive among
major metro areas in the county. Job growth (as measured by the employer survey) was
slightly slower last year; with 32,300 net new jobs added, the growth rate of 3.2% was off
from 3.8% during 2016. Most of this growth remains found in the commercial sectors of the
economy, reflecting continued population increases, while consumer spending has stabilized

in recent quarters.

Figure 5: Total Austin MSA Employment Growth: Public vs. Private Sector
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Figure 6: Austin MSA Employment by Sector

Employment (000s) Change (Actual) Change (%)

2012 2016 2017 ‘1217 ‘1617 ‘1217 ‘16-'17

Natural Resources/Construction 427 58.5 615 18.8 3.0 44.0% 6.7%
Manufacturing 56.6 55.8 571 0.5 1.3 0.9% 2.3%
Trade, Transportation, & Utilities 145.2 1718 1771 319 5.3 22.0% 3.1%
Information 227 289 30.1 7.4 1.2 32.6% 4.2%
Financial Activities 47.0 56.8 59.7 12.7 2.9 27.0% 5.1%
Professional & Business Services 129.6 169.1 176.3 46.7 7.2 36.0% 4.3%
Educational & Health Services 98.1 1156 120.3 22.2 4.7 22.6% 4.1%
Leisure & Hospitality 94.3 1220 1259 31.6 3.9 33.5% 3.2%
Other Services 358 438 449 9.8 11 25.4% 2.5%
Total Private " 6720° 823" 8529 1809 306  28.7% 4.3%
Government 166.8 178.1 179.8 13.0 1.7 6.0% 1.5%
Total Employment 838.8 1,000.4 1,032.7 193.9 32.3 23.1% 3.2%

Sources: Bureau of Labor Statistics, TXP
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Meanwhile, patent activity in the Austin MSA rose slightly from 2016 to 2017 (4,179 patents
issued last year, up from 4,036), while venture capital in the region moved past $1 billion in
2017. Tourism remains a growing element of the local economy, as annual hotel revenue in

the city has doubled over the past ten years.

Figure 7: Austin Area Venture Capital Invested ($ Millions)
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Sources: PWC Moneytree; TXP

Figure 8: Hotel Revenue in the City of Austin ($Millions)
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Sources: Texas Governor’s Office; TXP
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Development

Rapid population and job growth, historically low interest rates, strong participation from
external investors/capital sources, and (up until recently) highly favorable tax treatment have
created the perfect storm around Austin housing and development in recent years. Texas
A&M measures the level of available housing in the area, with a six-month supply considered
a balanced market. As Figure 9 shows, demand has exceeded supply across the region the
Recession, contributing to rapid price increases (as recently reported in Community Impact,
just 12 percent of homes built in 2017 in Austin were affordable for the area’s median-
earning household). What new stock is being created in the City is tilting toward multifamily,

as Figure 10 indicates.

Figure 9: Austin MSA Months of Housing Availability
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Figure 10: City of Austin Completed Housing Units
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Sources: Texas A&M, City of Austin; TXP. “Other” refers to secondary apartments and mixed-use
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Short-Term Outlook

The Austin area remains among the regional economic stars in the United States, with most
recent employment revisions suggesting the slowdown was not as severe as initially
reported. Nevertheless, overall growth is slowing, a trend expected to continue. The forecast
is for the overall creation of 30,900 net new jobs in 2018, followed by 28,700 during 2019.
Personal income should expand in the 6% range. Services of all kinds are where the majority
of the new jobs will be found, along with other consumer sectors. All major private sector
industry segments will grow, with manufacturing expected to continue the trend started last
year of modest job expansion. The slowest growing major sector of the economy is also the
largest, as government employment likely will expand at a pace slower than population
growth. Austin remains highly prosperous overall, but cost pressures and uneven and
unequal distribution of that prosperity are increasingly of concern.

Figure 11: Total Austin MSA Employment Growth Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019

Sources: Bureau of Labor Statistics, TXP

Longer-Term Outlook

Over the longer-term, the Austin is expected to continue to grow, as the appeal as a
relatively cost-effective location for technology and intellectual property-based activity
remains strong. However, rapidly rising costs (especially for housing), unprecedented levels
of congestion, and the strain on the community’s cultural and recreational amenities that
can accompany becoming a large city are all beginning to take a toll on the perceived quality
of life. Some of the above is mitigated by retail, recreation, and culture following rooftops to
the suburbs, and it seems evident that this trend will continue for some time (as evidenced
by the rapid rise of employment in Williamson County, the “live music capital of Bastrop,”
and the fact that San Marcos has been the fastest growing city in the nation). The translation
is that overall growth is likely to be slower (reflecting national trends), and the City of Austin

will realize a smaller share of the aggregate. As the area economy slows to some degree
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overall and growth becomes more regionally distributed, development likely will also abate;
while their likely remains some unmet demand, much will likely be addressed by projects in
the pipeline.

Figure 12: Detailed Austin MSA Employment Forecast (000s)

Employment (000s)

2016 2017 2018 2019 2020 2021 2022
Natural Resources/Construction 58.5 61.5 63.8 65.1 66.3 67.5 68.7
Manufacturing 55.8 57.1 58.4 59.2 60.1 61.0 61.9
Trade, Transportation, & Utilities 171.8 177.1 182.4 187.8 192.7 197.3 201.5
Information 28.9 30.1 31.3 325 336 34.6 35.5
Financial Activities 56.8 59.7 62.4 65.2 67.7 70.1 724
Professional & Business Services 169.1 176.3 183.1 189.4 195.2 200.7 205.7
Educational & Health Services 1156 1203 1249 1295 133.8 1378 1415
Leisure & Hospitality 122.0 125.9 129.7 1333 136.5 139.6 142.4
Other Services 43.8 44.9 46.0 47.1 48.1 49.2 50.2
Total Private 8223 8529 8821 909.0 9342 957.7 979.8
Government 1781  179.8 1815  183.2 185.0 186.8  188.5
Total Employment 1,000.4 1,032.7| 1,063.6 1,092.2 1,119.2 1,1445 1,1683

City of Austin Sales Tax
A number of factors influence the sales tax outlook for the City, including:
e Slowing rates of job, population, and household growth
e A greater share of overall income being consumed by housing and housing-related
costs for many households;
e Strong population growth bolstering aggregate spending levels;
e Continuation of high volumes of visitor activity, with some growth outside City limits;
e Retail continuing to follow rooftops to the suburbs, and a generally broader range of
consumer services now available outside the City; and

e Ongoing E-commerce growth.

The translation is City sales tax projections for fiscal 2018 and 2019 of modest growth
averaging around 3%. This is also the growth range expected for the longer-term future, as
the factors undermining the City’s sales tax base continue to be felt. Budget projections
typically would be somewhat more conservative.
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Figure 9: Total Austin MSA Employment and City Sales Tax Growth
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Sources: Texas Comptroller, Bureau of Labor Statistics, TXP

Figure 10: City of Austin FY Sales Tax History and Forecast

2011 2012 2013 2014 2015 2016 2017 2018 2019

Sources: Texas Comptroller, City of Austin, TXP
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Additional Information

Austin Area Economy
Figure A.1: E-Commerce as a Share of National Retail Sales

2009 2010 2011 2012 2013 2014 2015 2016 2017

Sources: Commerce Department; TXP

Figure A.2: Hotel Occupancy in the City of Austin

2009 2010 2011 2012 2013 2014 2015 2016 2017

Sources: Texas Governor’s Office; TXP
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Figure A.3: Austin MSA Median Home Price ($000s)

2009 2010 2011 2012 2013 2014 2015 2016 2017

Sources: Texas A&M Real Estate Research Center; TXP

Figure A.4: Austin MSA Number of Homes Sold (000s)

2009 2010 2011 2012 2013 2014 2015 2016 2017

Sources: Texas A&M Real Estate Research Center; TXP
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