SINKING FUND COMMISSION
FISCAL YEAR 2015 BUDGET TESTIMONY
April 1,2014

EXECUTIVE SUMMARY

DEPARTMENT MISSION AND FUNCTION
e The Commission oversees the timely repayment of bond principal and interest (P&I) on City-related debt, city
service agreements and lease obligations. The highlights of the budget are as follows:

PROPOSED BUDGET HIGHLIGHTS/FUNDING REQUEST
e The total budget is $616.4 million which is a 9.5% increase over the estimated obligations for fiscal ’14.
e The FY15 budget for each of the funds and the change from last year are as follows:

Budget Increase
(In millions) (In millions)
General $247.8 $25.0 +11.2%
Water 213.2 16.5 +8.4%
Aviation 149.5 10.8 +7.8%
Car Rental Tax 6.0 1.0 +20%
Total $616.4 $53.4 +9.5%

e The Commission oversees debt service payments on $8.5 billion of bonds for the City and related authorities.
The ratings for general obligation bonds were upgraded in December, 2013 to A2/A+/A- by Moody’s, S&P and
Fitch, respectively.-.

GENERAL FUND
e The General Fund portion of this request totals $247.8 million, comprised of two classes: Class 200 for city
service agreement obligation and lease payments and Class 700 for debt service.

e The Class 200 request of $111.2 million reflects a $14.5 million increase from FY 2014 estimates due
mainly to increased costs related to the School district loan repayment.

e The Class 700 request of $136.5 million is mainly for debt service on the City’s general obligations. This is $10.5
million more than FY '14 estimates due mainly to an increase of $7.8 million of principal payments on the city’s
debt as well as an increase of $3 million of interest on the City’s short-term borrowing (TRAN).

WATER FUND
e The Commission’s request for the Water Fund for FY ‘15 totals $213.2 million, all in Class 700, for
payment of debt service on Water and Sewer bonds. This represents a $16.5 million increase over FY
14 due mainly to additional interest expense on both existing debt and new issues in FY ‘15.

AVIATION FUND
e The Commission’s request for the Aviation Fund for FY ‘15 is $149.4 million, all Class 700. This amount is an
increase of $10.8 million over FY ‘14. This increase is due to increases in both interest expense ($4.3 million) and
principal payments (S5.7 million) due to higher level of expected borrowings.

CAR RENTAL TAX FUND

The Commission's request of $6 million in the Car Rental Tax fund is to provide for lease revenue bond payments on the
sports stadiums from vehicle rental tax revenues.
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SINKING FUND COMMISSION
PERFORMANCE, CHALLENGES AND INITIATIVES

DEPARTMENT PERFORMANCE (OPERATIONS)
e All debt service was paid on a timely basis in FY14.

DEPARTMENT CHALLENGES
e None

STAFFING LEVELS
e The Sinking Fund Commission has one employee and is budgeted in the City Treasurers office. No increase in
staffing level is expected.

PAST INITIATIVES

e Debt service is monitored on an ongoing basis to ensure timely payment and adherence to budget.

e A new debt management software was installed in FY “14 which significantly increases the ability of the Sinking
Fund Commission, the City Treasurers office, the Finance department, the enterprise funds (Gas, Air, Water) as
well as the authorities (PMA, PAID, PPA, PRA) to monitor debt levels, to ensure timely payment of debt service
and provide an analytical and reporting tool for the users. This software replaced a database that was over 20
years old, was not user-friendly, and did not control debt for the authorities. The Sinking Fund Commission
supported the efforts of the City Treasurers office in the procurement and installation of the software. The
software cost $105,000, conversion costs were $35,000 and ongoing maintenance costs are $35,000 per year.
The cost of the software was borne by OIT and the other users. We expect to use this software for the
foreseeable future (10-15 years).

CURRENT INITIATIVES
e Debt service will continue to be monitored to ensure adherence to budget.

NEW INITIATIVES
e None
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OTHER BUDGETARY IMPACTS

FEDERAL AND STATE (WHERE APPLICABLE)
e None

OTHER
e None
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SINKING FUND COMMISSION
(Other Relevant Data and Charts)

None
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