








Notes to Basic Financial Statements
September 30, 2006

City of Austin, Texas

{Continued)
7 — CAPITAL ASSETS AND INFRASTRUCTURE, continued
Capital asset balances as of September 30, 2006 (in thousands):
Govemmental Business-type
Activities Activities Total

Capital assets not depreciated

Land and improvements $ 240,388 295256 535,644

Arts and treasures 5,029 1,390 6,419

Library collections 13,761 - 13,761
Total 259,178 296,646 555,824
Depreciable property, plant and equipment in service

Building and improvements 540,350 2,005,949 2,546,299

Equipment 134,344 4,748,650 4,882,994

Vehicles 71,672 99,694 171,366

Infrastructure 1,659,449 - 1,659,449
Total 2,405,815 6,854,293 9,260,108
Less accumulated depreciation for

Building and improvements (129,212) (620,914) (750,126)

Equipment (54,154) (1,936,145) (1,990,299)

Vehides (43,369) (54,631) (98,000)

Infrastructure (520,096) - {520,096)
Total (746,831) (2,611,690) (3,358,521)
Net property, plant and equipment in service 1,658,984 4,242 603 5,901,587
Other capital assets not depreciated

Construction in progress 181,342 829,752 1,011,094

Nuclear fuel, net of amortization - 29,284 29,284

Plant held for future use — 27,783 27,783
Total capital assels $ 2,099,504 5,426,068 7,525,572
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Notes to Basic Financial Statements City of Austin, Texas
September 30, 2006 {Continued)

7 — CAPITAL ASSETS AND INFRASTRUCTURE, continued
Govemmental Activities
Capital asset activity for the year ended September 30, 2006, was as follows (in thousands):

Beginning Ending
Balance Increases (1) Decreases (1) Balance

Capital assets not depreciated

Land and improvements $ 243,094 - (2,706) 240,388

Arts and treasures 4,967 212 (150) 5,029

Library collections 12,885 876 - 13,761
Total 260,946 1,088 (2,856) 259,178
Depreciable property, plant and equipment in service

Building and improvements 428,048 112,361 (59) 540,350

Equipment 88,459 59,127 (13,242) 134,344

Vehicles 73,083 7,704 (9,095) 71,672

infrastructure 1,518,130 141,319 - 1,659,449

Completed assets not classified 46,679 — (46,679) -
Total 2,154,379 320,511 - (69,075) 2,405,815
Less accumulated depreciation for

Building and improvements (109,408) (20,144) 340 (129,212)

Equipment (35,761) (31,253) 12,860 (54,154)

Vehicles (45,682) (8,065) 10,378 (43,369)

infrastructure (471,098) (48,998) - (520,096)

Completed assets not classified (33,821) - 33,821 (2) -
Total (695,770) (108,460) (3) 57,399 (746,831)
Net property, plant and equipment in service 1,458,609 212,051 (11,676) 1,658,884
Other capital assets not depreciated

Construction in progress 327,986 94,865 (241,509) 181,342
Total capital assets $ 2,047,541 308,004 (256,041) 2,099,504

(1) Increases and decreases do not include transfers (at net book value) between Govemmental Activities.

(2) Decreases include (in thousands):
Reallocation of accumulated depreciation

for completed assets not classified $ 14,861

Accumulated depreciation retired with related assets 18,960
Total decreases in accumulated depreciation

for completed assets not classified $ 33821

(3) Depreciation expense was charged to functions as follows (in thousands):
Govemmental activities:

General govermment $ 1,774
Public safety 12,129
Transportation, planning and sustainability 20,046
Public health 894
Public recreation and culture 8,358
Urban growth management 4137
Unallocated depreciation expense - infrastructure 35,357
Interal service funds 9,131
Total governmental activities depreciation expense 91,826
Reallocation of accumuiated depreciation
for completed assets not classified 14,861
Transferred accumulated depreciation 1,773
Total increases in accumulated depreciation $ 108,460
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Notes to Basic Financial Statements

City of Austin, Texas
September 30, 2006 (Continued)
7 - CAPITAL ASSETS AND INFRASTRUCTURE, continued
Business-type Activities: Electric Fund
Capital asset activity for the year ended September 30, 2006, was as follows (in thousands):
Beginning Ending
Balance Increases Decreases Balance
Capital assets not depreciated
Land and improvements $ 39,907 562 - 40,469
Total 39,907 562 - 40,469
Depreciable property, plant and equipment in service
Building and improvements 655,401 10,457 (3,960) 661,898
Equipment 2,647,304 150,494 (20,350) 2,777,448
Vehicles 22,064 3,251 (2,0006) 23,309
Completed assets not classified - 643 (643) -
Total 3,324,769 164,845 (26,959) 3,462,655
Less accumulated depreciation for
Building and improvements (283,596) (18,929) 19 (302,506)
Equipment (1,145,639) (106,877) 15,959 (1,236,557)
Vehidles (15,480) (1,281) 1,959 (14,802)
Total (1,444,715) (127,087) (1) 17,937 {1,553,865)
Net property, plant and equipment in service 1,880,054 37,758 (9,022) 1,908,790
Other capital assets not depreciated
Construction in progress 200,248 133,065 (163,199) 170,114
Nudiear fuel, net of amortization 22,747 6,537 - 29,284
Plant held for future use 30,745 - (2,962) 27,783
Total capital assets $ 2173701 177,922 (175,183) 2,176,440
(1) Components of accumulated depreciaiion increases:
Current year depreciation $ 126,244
Transferred accumulated depreciation 843

Total increases in accumulated depreciation

$ 127,087
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Notes to Basic Financial Statements - City of Austin, Texas
September 30, 2006 {Continued)

7 — CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Water and Wastewater Fund

Capital asset activity for the year ended September 30, 2006, was as follows (in thousands):

Beginning Ending
Balance Increases (1) Decreases (1) Balance

Capital assets not depreciated _ , ,

Land and improvements $ 140112 1,245 (M 141,356

Arts and treasures - - - -
Total 140,112 1,245 (1) 141,356
Depreciable property, plant and equipment in service )

Building and improvements 395,721 21,668 - 417,389

Equipment 1,728,866 164,616 (1,326) 1,892,156

Vehicles 21,833 1,831 (2,107) 21,557

Completed assets not classified 45,175 - '(45,175) -
Total 2,191,595 188,115 (48,608) 2,331,102
Less accumulated depreciation for

Building and improvements (121,231) (11,997) - {133,228)

Equipment ~ (618,905) (53,885) 1,255 (671,535)

Vehicles (14,724) (1,281) 2,031 (13,974)

Completed assets not classified ' . {8,691) — 8,691 (2) —
Total (763,551) {67,163) (3) 11,977 (818,737)
Net property, plant and equipment in service 1,428,044 120,952 (36,631) 1,512,365
Other capital assets not depreciated

Construction in progress 550,757 149,451 (130,263) 569,945
Total capital assets $ 2,118,913 271,648 (166,895) 2,223,666

(1) Increases and decreases do not include transfers (at net book value) between water and wastewater funds.

(2) Decreases include (in thousands):
Reallocation of accumulated depreciation
for completed assets not classified $ 3,604
Accumulated depreciation retired with related assets 5,087
Total decreases in accumulated depreciation

for completed assets not classified $ 8,691
(3) Components of accumulated depreciation increases:
Current year depreciation
Water $ 33,611
Wastewater 29,866
Reallocation of accumulated depreciation
for completed assets not classified 3,604
Transferred accumulated depreciation 82
Total increases in accumulated depreciation $ 67,163



Notes to Basic Financial Statements City of Austin, Texas
September 30, 2006 (Continued)

7 - CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Airport Fund
Capital asset activity for the year ended September 30, 2006, was as follows (in thousands):

Beginning Ending
Balance Increases Decreases Balance
Capital assets not depreciated
Land and improvements $ 58433 199 - 58,632
Arts and treasures 755 23 - 778
Total 59,188 222 - 59,410
Depreciable property, plant and equipment in service ' .
Building and improvements 604,120 12,072 (207) 615,985
Equipment 15,034 2,226 (345) 16,915
Vehicles 4,477 1,205 (714) 4,968
Completed assets not classified 150 - (150) —
Total 623,781 15,503 (1,416) 637,868
Less accumulated depreciation for
Building and improvements (109,607) (15,787) 207 (125,187)
Equipment (5,150) (986) 204 (5,932).
Vehicles (2,645) 411) 644 (2.412)
Completed assets not classified (86) - 86 (1) —
Total ’ (117,488) (17,184) (2) 1,141 (133,531)
Net property, plant and equipment in service 506,293 (1,681) (275) 504,337
Other capital assets not depreciated v
Construction in progress 35,327 30,029 (14,469) 50,887
Total capital assets $ 600,808 28,570 (14,744) 614,634
(1) Decreases include (in thousands):
Reallocation of accumulated depreciation
for completed assets not classified $ 54
Accumulated depreciation retired with related assets 32
Total decreases in accumulated depreciation
for completed assets not classified $ 86
{2) Components of accumulated depreciation increases:
Current year depreciation $ 17,129
Reallocation of accumulated depreciation
for completed assets not classified 54
Transferred accumulated depreciation 1
Total increases in accumulated depreciation $ 17,184
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Notes to Basic Financial Statements City of Austin, Texas
September 30, 2006 (Continued)

7 - CAPITAL ASSETS AND INFRASTRUCTURE, continued

Business-type Activities: Nonmajor Enterprise Funds

Capital asset activity for the year ended September 30, 2006, was as follows (in thousands):

Beginning Ending
Balance Increases Decreases Balance
Capital assets not depreciated
Land and improvements $ 48680 6,120 1 54,799
Arts and treasures 594 18 — 612
Total 49,274 6,138 (1) 55411
Depreciable property, plant and equipment in service
Building and improvements 285,479 27,214 (2,016} 310,677
Equipment - 42,499 20,417 (785) 62,131
Vehicles 47,916 6,880 (4,936) 49,860
Completed assets not dlassified 111 - (111) -
Total 376,005 54,511 (7,848) 422 668
Less accumulated depreciation for
Building and improvements (52,956) (7,984) 947 (59,993)
Equipment (19,501) (2,856) 236 (22,121)
Vehicles (21,844) (5,795) 4,196 (23,443)
Completed assets not classified (83) - 63 (1) -
Total (94,364) {16,635) (2) 5,442 (105,557)
Net property, plant and equipment in service 281,641 37,876 (2,406) 317,111
Other capital assets not depreciated
Construction in progress 70,157 25,795 (57,146) 38,806
Total capital assets $ 401,072 69,809 (59,553) 411,328
———————— - ——————————— e ]
(1) Decreases include (in thousands):
Reallocation of accumulated depreciation
for completed assets not classified $ 13
Accumulated depreciation retired with related assets 50
Total decreases in accumulated depreciation
for completed assets not classified $ 63
(2) Components of accumulated depreciation increases:
Current year depreciation
Convention Center $ 6,800
Other nonmajor enterprise funds 8,578
Reallocation of accumulated depreciation
for completed assets not classified 13
Transferred accumulated depreciation 1,244
Total increases in accumulated depreciation $ 16,635
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Notes to Basic Financial Statements ‘ City of Austin, Texas
September 30, 2006 ’ (Continued)

7 — CAPITAL ASSETS AND INF RASTRUCTURE, continued

Business-type Activities
Capital asset activity for the year ended September 30, 2006, was as follows (in thousands):
Beginning Ending
. Balance Increases (1) Decreases (1) Balance
Capital assets not depreciated .
Land and improvements $ 287,132 8,126 (2 295,256
Arts and freasures 1,349 41 - 1,390
Total 288,481 8,167 (2) 296,646
Depreciable property, plant and equipment in service
Building and improvements 1,940,721 71,411 (6,183) 2,005,949
Equipment 4,433,703 337,753 (22,806) 4,748,650
Vehicles 96,290 13,167 (9,763) 99,694
Completed assets not classified ’ 45,436 643 (46,079) -
Total 6,516,150 422,974 (84,831) 6,854,293
Less accumulated depreciation for
Building and improvements (567,390) (54,697) 1,173 (620,914)
Equipment (1,789,195) (164,604) 17,654 (1,936,145)
Vehicles (54,693) (8,768) 8830 . (54,631)
Completed assets not classified (8,840) — 8,840 (2) -
Total (2,420,118) (228,089) (3) 36,497 (2,611,690)
Net property, plant and equipment in service 4,006,032 194,905 (48,334) 4,242 603
Other capital assets not depreciated ) '
Construction in progress 856,489 338,340 (365,077) 829,752
Nuclear fuel, net of amortization 22,747 6,537 - 29,284
Plant held for future use ) 30,745 - (2,962) 27,783
Total capital assets $ 5,294,494 547,949 (416,375) 5,426,068

(1) Increases and decreases do not include transfers (at net book value) between business-type activities.

(2) Decreases include (in thousands):
Reallocation of accumulated depreciation

for completed assets not classified o $ 3,671
Accumulated depreciation retired with related assets 5,169
Total decreases in accumulated depreciation
for completed assets not classified $ 8,840
(3) Depreciation expense was charged to functions as follows (in thousandsy):
Business-type activities:
Electric $ 126,244
Water 33,611
Wastewater 29,866
Airport 17,129
Convention Center 6,800
Other nonmajor enterprise funds 8,578
Total business-type activities depreciation expense 222,228
Reallocation of accumulated depreciation
for completed assets not classified 3,671
Transferred accumulated deprediation 2,170
Total increases in accumulated depreciation $ 228,069
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Notes to Basic Financial Statements City of Austin, Texas
September 30, 2006 {Continued)

8 — RETIREMENT PLANS
a — Description

The City participates in funding three contributory, defined benefit retirement plans: City of Austin Employees’ Retirement and
Pension Fund, City of Austin Police Officers’ Retirement and Pension Fund, and Fire Fighters’ Relief and Retirement Fund of
Austin, Texas. An independent board of trustees administers each plan. These plans are citywide single employer funded
plans that cover substantially all full-ime employees. The fiscal year of each pension fund ends December 31. The most
recently available financial statements of the pension funds are for the year ended December 31, 2005. Membership in the
plans at December 31, 2005, is as follows:
City Police Fire
Employees Officers _ Fighters Total

Retirees and beneficiaries currently receiving benefits
and terminated employees entitled to benefits but not

yet receiving them : 3,967 397 421 4,785
Current employees 7,638 1,427 1,003 10,068
Total 11,605 1,824 1,424 - 14,853

Each plan provides service retirement, death, disability, and withdrawal benefits. State law governs benefit and contribution
provisions. Amendments may be made by the Legislature of the State of Texas.

Financial reports that include financial statements and supplementary information for each plan are publicly available at the
locations shown below.

[ Plan Address Telephone

Employees’ Retirement and Pension Fund 418 E. Highland Mali Bivd. (512)458-2551
Austin, Texas 78752
WWW.COaers.org

Police Officers’ Retirement and Pension Fund 2520 S. IH 35, Ste. 205 (512)416-7672
Austin, Texas 78704
WWW.ausprs.org

Fire Fighters’ Relief and Retirement Fund 4101 Parkstone Heights Dr., Ste. 270 (512)454-9567
Austin, Texas 78746
www.afrs.org



Notes to Basic Financial Statements City of Austin, Texas
September 30, 2006 (Continued)
8 — RETIREMENT PLANS, continued
b - Funding Policy
City of Austin
City of Austin Employees’ Police Officers’
Retirement and Retirement and Fire Fighters' Relief
Pension Fund Pension Fund and Retirement Fund

Authority establishing
contributions obligation State Legislation State Legislation State Legislation
Frequency of contribution Biweekly Biweekly Biweekly
Employee's contribution
(percent of €arnings) 8.0% 9.0% 15.7%
City's contribution
(percent of eamings) 8.0% (1) 18.0% 18.05%

(1) The City contributes two-thirds of the cost of prior service benefit payments.

While the contribution requirements are not actuarially determined, state law requires that a qualified actuary approve each
plan of benefits adopted. The actuary for the Police Officers plan has certified that the contribution commitment by the
participants and the City provides an adequate financing arrangement. Contributions for fiscal year ended September 30,

2006, are as follows (in thousands):

City Police Fire
Employees Officers Fighters Total
City $ 28,688 16,588 11,367 56,643
Employees 28,594 8,290 9,887 46,771
Total contributions $ 57,282 24,878 21,254 103,414

¢ ~ Annual Pension Cost and Net Pension Obligation

The City’s annual pension cost of $70,552,000 for fiscal year ended September 30, 2006, was $13,909,000 more than the

City’s actual contributions. Three-year trend information is as follows (in thousands):

City Police

Fire

Employees Officers  Fighters

Total

City's Annual Pension Cost (APC):

2004 $ 31,174 14,358

2005 32,438 15,451

2006 40,988 16,588

Percentage of APC contributed:

2004 81% 100%
2005 82% 100%
2006 73% 100%

Net Pension Obligation:

2004 $ 5,906 -
2005 11,761 -
2006 24,061 -
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City of Austin, Texas
(Continued)

Notes to Basic Financial Statements
September 30, 2006

8 — RETIREMENT PLANS, continued
¢ ~ Annual Pension Cost and Net Pension Obligation, continued

The Net Pension Obligation associated with the City Employees Retirement and Pension Fund and the Fire Fighters’ Relief
and Retirement Fund for the fiscal year ended December 31, 2005 (in thousands):

City Fire
Employees Fighters Total
Annual required contribution $ 39,135 12,358 51,493
Interestin net pension obligation 911 - 911
Adjustment to annual required confribution (616) (616)
Annual pension cost 39,430 12,358 51,788
Employer contributions (27,130) (10,749) (37,879)
Change in net pension obligation 12,300 1,609 13,909
Beginning net pension obligation 11,761 11,761
Net pension obligation $ 24,061 1,609 25670

The latest actuarial valuations were completed as of December 31, 2005. The actuarial cost method and significant

assumptions underlying the actuarial calculations are as follows:

Actuarial Cost Method

Asset Valuation Basis
Inflation Rate

Projected Annual Salary
Increases

Post retirement
benefit increase

Assumed Rate of
Retum on Investments

Amortization method

Remaining Amortization
Period

City Employees

Police Officers

Fire Fighters

Entry Age Actuarial Cost
Method

5-year smoothed market

3.5%
4% to 14%
None
7.75%
Level percent of projected

pay, open

30 years

Entry Age Actuarial Cost
Method

§-year smoothed market
4%
6.8% average
None
8%
Level percent of projected

pay, open

30 years

Entry Age Actuarial Cost
Method

S-year smoothed market

3.15%
8.0%
1%
7.75%
Level percent of projected

pay, open

30 years



Notes to Basic Financial Statements City of Austin, Texas
September 30, 2006 {Continued)

9 — SELECTED REVENUES
a - Major Enterprise Funds

Electric and Water and Wastewater

The Texas Public Utility Commission has jurisdiction over electric utility wholesale fransmission rates. The City Council has
jurisdiction over all other electric utility rates and over all water and wastewater utility rates and other services. The Council
determines electric utility and water and wastewater utility rates based on the cost of operations and a debt service coverage
approach.

Under a bill passed by the Texas Legislature in 1999, municipally-owned electric utilities such as the City’s utility system have
the option of offering retail competition after January 1, 2002. As of September 30, city management has elected not to enter
the retail market, as allowed by State law.

Electric rates include a fixed rate and a fuel recovery cost-adjustment factor that allows recovery of coal, gas, purchased
power, and other fuel costs. If actual fue! costs differ from amounts billed to customers, deferred or unbilled revenues are
recorded by the electric utility. Any over- or under-collections are applied to the cost-adjustment factor. The fuel factor is
revised annually on a calendar year basis or when over- or under-recovery is more than 10% of expected fuel costs.

Airport . .

The City has entered into certain lease agreements as lessor for concessions at the Airport. These lease agreements qualify
as operating leases for accounting purposes. In fiscal year 2006, the Airport Fund revenues included minimum concession
guarantees of $9,529,063.

The following" is a schedule by year of minimum future rentals on noncancelable operating leases for terms of up to twenty-four
years for the Airport Fund as of September 30, 2006 (in thousands):

Enterprise
Fiscal Year Airport
: Ended Lease
September 30 : Payments
2007 $ 7,021
2008 6,719
2009 4533
2010 263
2011 138
2012-2016 567
2017-2021 » 392
2022-2026 392
2027-2031 300

Totals $ 20,325

Projection of minimum future rentals for the Austin-Bergstrom Landhost Enterprises, Inc. is based on the current adjusted
minimum rent for the period May 1, 2006, through April 30, 2009. The minimum rent is adjusted every five years
commensurate with the percentage increase in the Consumer Price Index ~ Urban Wage Eamers and Clerical Workers, U.S.
Owner Average, (CPI) published by the U.S. Department of Labor Bureau of Labor Statistics over the five-year period.
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Notes to Basic Financial Statements

City of Austin, Texas

September 30, 2006 (Continued)
10 - DEBT AND NON-DEBT LIABILITIES
a - Long-Term Liabilities
The following is a summary of long-term obligations. Balances at September 30, 2006 (in thousands):
Governmental Business-Type
Description Activities Activities Total
Long-term obligations
General obligation bonds $ 708,172 18,796 727,968
Certificates of obligation 101,334 49,760 151,094
Contractual obligations 37,228 33514 70,743
Other tax supported debt ’ — 8,405 8,405
General obligation bonds
and other tax supported debt total 847,735 110,475 958,210
Commercial paper - 239,958 239,958
Revenue notes - 28,000 28,000
Revenue bonds - 3,197,996 3,197,996
Contract revenue bonds - 3,134 3134
Capital lease obligations 514 5,984 6,498
Debt service requirements total 848,249 3,585,547 4,433,796
Other long-term obligations
Accrued compensated absences 77,393 20,963 98,356
Claims payable 21,209 - 21,209
Accrued landfill closure and postclosure costs - 8,379 8,379
Decommissioning expense payable - 134,664 134,664
Pension obligation payable 13,912 11,758 25,670
Deferred credits and other liabilities 79,155 559,959 639,114
191,669 735,723 927,392
Total long-term obligations $ 1,039,918 4,321,270 5,361,188

This schedule excludes current liabilities of $49,640 for governmental activities and $195,155 for business-type activities and
long-term interest payable of $211,421 for business-type activities.

Payments on bonds for governmental activities will be made in the general obiigation 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. Deferred revenue and 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 them are included in

governmental activities.
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