In the fall of 2014, the Public Service Board revamped its strategic plan to reflect changing
conditions and identify and address new initiatives. The new strategic plan implemented the
Balanced Scorecard method that includes a SWOT Analysis and integrated the mission, vision,
core values, value propositions and tactical plans into one strategic plan for the Utility. The
strategic plan was formalized with input from employees, management, board members and
community stakehoiders.

Budget process and controls - EPWU’s fiscal year starts March 1 and runs to the last day of
February. The combined operating and capital budget preparation process starts in August with
sessions held by the PSB and management. In September, budget documents containing historical
and current financial and statistical data are sent to all sections along with instructions on how to
prepare the operating budget and identitying new initiatives. The capital budget is prepared in a
similar fashion. Management reviews the operating and capital budgets and presents the
recommended combined operating and capital budget to the Public Service Board over a series of
public meetings. The PSB approves the combined annual operating and capital budget and updates
to the Rules and Regulations in February, with an effective date of March 1.

The budget and the annual financial report are prepared using the accrual basis of accounting.
Revenue is recognized as it is earned and expenses are recognized as goods or services are
delivered. The operating budget is prepared at the object level. The object is the good or service
for which the expenditure was made, Operating or capital budget line item transfers are done on a
memorandum basis, submitted by the requesting manager to Finance. The transfer is subject to
approval by management but does not need approval by the PSB. Only the PSB can approve
emergency funding authorizations and amendments to the approved operating and capital budgets.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when it is
considered from the broader perspective of the specific environment with which the El Paso Water
Utilities operates.

Local Economy - El Paso is currently the sixth largest city in Texas and the 19th largest city in
the United States. El Paso County has an estimated population of over 850,000 people with another
1.4 million in El Paso’s sister city of Juarez, Mexico. With a population of over 220,000 in
Southern New Mexico, the Borderplex region constitutes the largest international border
community in the world. With the expansion of Fort Bliss, an additional 200,000 new residents
will live in the El ’aso region by the year 2025.

The El Paso economy is stowly transitioning into new industries with less dependence on the
traditional manufacturing and industrial sectors. According to Forbes Magazine, El Paso ranked
among one of the best cities for income growth in the past five years and in that time, incomes for
college graduates have steadily grown more than any other major metropolitan area. Pay has
increased for educated El Pasoans who are taking advantage of increased job opportunities in the
higher income earning areas in the public sector. Altogether, the El Paso economy gained 1,355
jobs during the year, representing an annual growth rate of 0.42% as the local economy continues
to grow. As of the end of Febrnary 20135, El Paso’s unemployment rate was at 5.4%.



The El Paso Tri-State region is the fifth largest manufacturing center in North America, Ciudad
Juarez magquilas employ about a quarter of'a million workers, representing 20 percent of the total
maguila jobs in Mexico. Roughly 25 percent of Mexico’s total production sharing output is
manufactured in Cd. Juarez. The success of the maguila program bhas allowed the IZl Paso region
1o gain a globally competitive advantage in the manufacturing industry. Recent forecasts by the
Federal Reserve Bank of Dallas showed a modest increase in maguila job growth throughout 2014
and well into 2015.

In addition to a strong, diverse economic base, in 2014 El Paso was ranked as the safest large city
in the United States with a population of over 500,000, according to CQ Press. il Paso has been
ranked in the 2™ or 3" spot of Safest Cities since 1997 and in 2011 was ranked as the safest city.
The overall crime rate has continued to decrease in recent years, despite the city’s consistent
population growth. El Paso is also one of the most affordable major cities in the U.S. According
to the American Chamber of Commerce Research Association (ACCRA), the cost of living in El
Paso is approximately 90.4% of the national average in 2014, a favorable ranking compared to
most cities in the Southwest region and most cities of similar size and demographics nationally.

Located in the northeastern region of El Paso, Fort Bliss currently streiches over 1.1 miilion acres
of land, an area of land larger than the State of Rhode Island. In 2014, Fort Bliss realized a net
increase of over 37,000 active duty personnel — the largest net gain from any military installation
in America. The Army also projects that approximately 16,000 spouses and 21,000 children will
accompany these personnel as they transition to El Paso. An investment of over $5 billion for
construction projects will support the 300% base population increase by 2015, The EI Paso
Regional Economic Development Corporation estimated that Fort Bliss’ long term economic
impact is estimated at $7.4 billion annually. Fort Bliss is the first military post in the nation to be
designated a Center for Renewabie Energy. This designation could mean more federal funding
and private sector investment that could total to more than $400 miilion for the local economy. By
2017, Fort Bliss will utilize solar and geothermal energy and a waste-to-energy facility. These
renewable sources of energy could provide enough power for the base to operate completely
independent of the local power grid.

El Paso is home to the University of Texas at El Paso (UTEP), which is the second oldest member
of the University of Texas System. It was founded in 1913 and became part of the U.T. system in
1919. UTEP has been an important part of the EI Paso community since it was founded as the
Texas School of Mines and Metallurgy 100 years ago. In 1914, the school opened with 27 students
and a handful of faculty and staff. UTEP has grown into a dynamic urban university that today
serves the needs of more than 23,000 students, offering 70 bachelors, 76 master and 20 doctoral
programs.

As the nation's only major research university serving a student population that is predominantly
Mexican-American, UTEP has also been named one of the fop five Hispanic serving institutions
to receive federaf research money, according to the National Science Foundation (NSF). The NSF
designated UTEP as a Model Institution for Excelience, one of only six in the country. This has
resulted in & multimillion dollar NSF grant to support UTEP's science, computer science,
engineering, and mathematics programs. In April of 2013 the Senate Finance Committee in
Austin, Texas voted to award UTEP $40 million in tuition revenue bonds for capital improvements
to help the university reach its goal of becoming a national research Tier [ university.



Growth is evident in all parts of El Paso. The city has experienced growth in the challenging
economic environment and this will remain the case during the next year. Continued highway
constructions, along with the continued Fort Bliss base expansion that includes the construction of
the 1.13 miltion square feet William Beaumont Army Medical Center are exampies of multi-
million dollar projects that have already started and will carry on through 20135 and beyond.

Long-term financial planning - Region E was one of sixteen regions in Texas created in 1997 as
part of Senate Bill | which required long term water planning by region. EPWU updated its 50-
year plan as part of the update in 2011 of the Region E’s 50-year water plan. This plan identifies
projected water demand over the next 50 vears and provides water supply alternatives to meet
demand. In 2014, EPWU along with other stakeholders in the Far West Texas Regional Plan
attended meetings to begin work on the 2016 State Water Plan. The Region E State Water P’lan is
included as part of the State Water Plan that will be submitted to the Texas Legislature,

The Utility is currently focused on a 10-year planning horizon and has identified specific projects
costing over $1 biilion that will need 1o be constructed o meet the water, wastewater and reclaimed
water necds of the El Paso region, with an additional $240 million in drainage projects to address
deficiencies in the drainage system. It is projected that water and wastewater rates will increase
an estimated 40% over the next five years to fund operations, the capital improvements program
and maintain adequate cash reserves. An eight percent rate increase was implemented for FY
2015-16. In May 2009, City Council adopted water and wastewater impact fees to help pay for
growth infrastructure. In fiscal year 2014-15 the Utility collected $1 million and estimates that in
future years between $! - $2 million will be collected from impact fees annually. EPWU projects
that drainage fees will have to be increased by 62% over the next five years to continue with the
drainage projects and maintenance of the system.

EPWU has budgeted over $171 million in fiscal year 2015-16 for water, wastewater and reclaimed
water facilities to meet the growth demands of the city and keep up with the rehabilitation of the
system and $46 mitlion for drainage facilities to improve the drainage infrastrocture throughout
the city. EPWU continues to address the increased reliance of well water and other sources of
water as a result of the prolonged drought conditions and its associated capital costs within the
next ten years. During fiscal year 2015-16 the Utility budgeted $50 million for the acquisition of
water rights and $2 million for an advance purified water plant pilot plant to produce drinking
water. The pilot plant operation and testing program coupled with negotiations with the Texas
Commission on Environmental Quality (TCEQ) will set the operating conditions and processes
for the full scale facility. Wastewater plants are targeted for major rehabilitation over the next ten
years, incfuding the planned expansion of the Roberto Bustamante Wastewater 'Iteatment Plant to
start in fiscal year 2018-19. This plant was once scheduled for expansion in 2000, but because of
successtul indoor conservation, the expansion has been delayed substantially.

Awards and Acknowledgements

The Government Finance Officers Association {GFOA) awarded a Certificate of Achievement for
Excellence in Financial Reporting to the El Paso Water Utilities for its Comptehensive Annual
Financial Report (CAFR) for the fiscal year ended February 28, 2014. This was the nineteenth
consecutive year that EPWU has received this prestigious award. In order to be awarded a
Certificate of Achievement, the government must have published an easily readable and efficiently



organized CAFR. This report satistied both GAAP and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year. We believe that our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and we are submitting
it to the GFOA to determine its eligibility for another certificate.

In addition, EPWU received the GFOA’s Distinguished Budget Presentation Award for its annual
budget document for fiscal year beginning March 1, 2014, which was the sixteenth consecutive
year EPW1J has recejved this award. In order to qualify for the Distinguished Budget Presentation
Award, the government’s budget document must be judged to be proficient in several categories,
including as a policy document, a financial plan, an operations guide, and a communications
device.

The preparation of this report would not have been possible without the efficient and dedicated
services of the entire staff of the finance and accounting departments. We would like to express
our appreciation to Jeff Tepsick, Fiscal Operations Manager, and all members of the department
who contributed to the preparation of this report. Credit aiso must be given to the Mayor and Public
Service Board for their support for maintaining the highest standards of professionalism in the
management of the EPWU finances.

John E. Balliew, P.E.

President and Chief Executive Officer

D el it

Marcela Navarrete, C.P.A.
Vice President Strategic, Financial & Management Services
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Arturo Duran
Chief Financial Officer
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INDEPENDENT AUDITOR'S REPORT

Public Service Board - El Paso Water Utilities,
a component unit of the City of El Paso

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and each major fund
of the Public Service Board - El Paso Water Utilities, a component unit of the City of E{ Paso, as of and for
the yvears ended February 28, 2015 and 2014, and the related notes to the financial statements, which
collectively comprise the Public Service Board - El Paso Water Utilities’ basic financial statements as listed
in the table of contents.

Management’s Responsibility for the Financial Stalements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Govermment Auditing Standards, issved by the
Comptrotler General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

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

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities, and each major fund of the Public Service Board - El Paso
Water Utilities, a component unit of the City of El Paso, as of February 28, 2015 and 2014, and the respective
changes in financial position and cash flows thereof for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Anatysis and other Post Employment Benefits Plan schedules on pages 14 through 29 and
100 to 101 be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquirics of management about the methods of preparing the information and
comparing the information for congistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audits of the basic financial statements. We do not
express an opinion or provide any assurance on the information becavse the limited procedures do not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Qur audits were conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Public Service Board - E1 Paso Water Utilities®, a component unit of the City of El Paso, basic
financial statements. The introductory section, supplementary schedules, and statistical section listed in the
table of contents are presented for purposes of additional analysis and are not a required part of the basic
financial statements,

The supplementary schedules listed in the table of contents are the responsibility of management and were
derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the supplementary
schedules listed in the table of contents are fairly stated in all material respects in relation to the basic
financial statements as a whole.



The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our separate report dated June 29,
2015, on our consideration of the Public Service Board - El Paso Water Utilities’, a component unit of the
City of El Paso, internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering Public Service Board - El Paso Water Utilities’ internal control over financial
reporting and compliance.

Gibson, Ruddock, Patterson LLC

El Paso, Texas
June 29, 2015
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Public Service Board - El Paso Water Utilities

Management’s Discussion and Analysis

As management of the Public Service Board - El Paso Water Utilities (EPWU), we offer readers of
the financial statements this narrative overview and analysis of the financial activities for the fiscal
year ended February 28, 2015. EPWU consists of two funds, the Water and Wastewater Utility fund
and the Municipal Drainage Utility fund. We encourage readers to consider the information
presented here in conjunction with additional information that we have furnished in our letter of
transmittal, which can be found on pages 1-6 of this report.

Financial Highlights

The assets and deferred outflows of resources of EPWU exceeded its liabilities and deferred inflows
or resources at the close of the most recent fiscal year by $879.26 million (ref position).

EPWU’s total assets and deferred outflows of resources of $1.56 billion increased by $44.27 million
from 2014 to 2015 mainly due to an increase of $51.69 million in water and sewer infrastructure put
in service during fiscal year 2015 and an increase in construction work in progress of $60.52 million
offset by a decrease in restricted assets for construction of $46.79 million.

EPWU’s total liabilities and deferred inflows of resources increased by $13.21 million during the
fiscal year mainly due to an increase in customer advances for construction of $6.56 million from
restricted assets and an increase of $5 million in commercial paper notes.

The debt service coverage for the Water and Wastewater Utility of 2.07 times is well above the
required 1.5 times debt service coverage as per its bond ordinance. The Municipal Drainage Utility’s
debt service coverage of 1.94 times is above the required 1.25 times as per its bond ordinance.

Overview of Financial Statements

« Statements of Net Posifion — present information as of the end of each fiscal year on all of
EPWU" assets, liabilities, deferred outflows and inflows of resources and total net position.
This statement is useful in evaluating the financial health of EPWU.

+ Statements of Revenues, Expenses and Changes in Net Position — present information of
changes in net position during the fiscal years presented. This statement is useful in
evaluating if EPWU recovered all its costs through its rates and other charges.

+ Statements of Cash Flows — provides information for the fiscal years presented of cash flows
from operating, capital and related financing and from investing activities.

¢ Enterprise Funds — EPWU consists of two funds, the Water and Wastewater Utility fund and
the Municipal Drainage Utility fund. Enterprise Funds Statements eliminate all transactions
between the two funds.

» Notes to financial statements — present detail information that is essential to the complete
understanding of EPWU’s financial statements.

* Required Supplemental Information — present information concerning EPWU’s progress in
funding its other postemployment benefit plan obligations.
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Other supplemental information is provided for additional analysis and is not a required part of
the basic financial statements.
¢ Supplementary Schedules — Includes separate financial statements by fund and other
schedules that provide detail information for each fund.
» Statistical Section ~ Present summary information as a context for understanding what the
information in the financial statements, notes disclosures, and required supplementary
information say about EPWU financial health.

El Paso Service Area and Customer Growth

Over the last ten years, the average annual retail customer growth has been a manageable 1.76%. The
following table shows water, wastewater and drainage customer growth for the past three years:

Water Customers FY 2013 Fy2(i4 Fy2(13
Metered water customers, beginning of vear 196.58% 194,347 192,063
Additions, net 2,534 2.242 2,284

Metered water customers, end ol year 199,123 196,589 194,347
Wastewater Customers FY 2015 FY 2014 FY 2013
Waslewater customers. beginning of vear 187.003 184,868 182,595
Additions, net 2,223 2,135 2,273

Wastewater customers, cud of ye: 189.226 187,003 184,868

Drainage Customers FY 2014 I’y 2013
Drainage customers. beginning of year 186.050 183,680 181,268
Additions, net 1,783 2.370 2,412
Drainage customers, end of year 187.833 186,050 183,680

Outside the city limits, EPWU provides wholesale water service and wastewater service to the Lower
Valley Water District, Gaslight Square MHE, Paseo Del Este, and Fort Bliss; wholesale water
service to the County of El Paso — East Montana, Haciendas del Norte, Ponderosa/Western Village
Water Supply Corporation, and Mayfair/Nuway and Schuman; retail water and wastewater service
to Westway, Canutillo and retail water service to Homestead, unincorporated areas and areas of
Village of Vinton, an incorporated arca. In October 2014, the Utility started providing wholesale
water services to customers in the area of Colonia Revolucion. Drainage service is only provided for
customers within the ¢ity limits of El Paso.

Wholesale Customers 'Y 2018 Fy 2014 FY 2013

Lower Valley Water District

Weater Customers 16,472 15,901 15,492

Wastgwater Cusfomers 13,553 12,949 12,675
County of El Paso - East Montana - Waler Cusioners 1,754 1.736 1,719
Haciendas del Norte WID- Warer Customers 345 345 345
Ponderosa/Western Village - Water Customers 290 289 29]
Colonia Revoiucion - Waier Customers 70
Gaslight Square Mobile Home/RV Park - Wuater and Wastewater Varies Varies Faries
Customers
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Wholesale Customers FY 2015 FY 2014 Y

Mayfair/Nuway and Schuman - Water Customers 301 288

Paseo Del Este MUD - Water and Wastewater Customers 2,732 2.279 1,950

I'he table below shows the average monthly water, wastewater and drainage bill for a residential
customer for fiscal years 2015, 2014 and 2013:

Average Residential Bill

FY 2015 FY 2014 FY 2013
Water (mcludes water supply replacement charge) $27.57 $28.09 $28.36
Wastewater $16.29 $16.64 $15.61
Drainage $3.03 $3.03 $3.03
T'otal Bill $46.89 $47.76 $47.00

The following graph shows a comparison of water and wastewalter rates for the ten largest cities in
Texas based on specific water and sewer consumption and effective rates as of October 2014.

Water/Wastewater Ten Largest Cities in Texas Survey
October 2014

Austin 5048 TOTAL

|
1

Corpus Christi | $48 20 ' '$106.89
Houston | A $91.30
Dallas ‘ 32 47 $80.65

Plano | $68.99
FortWorth | $67.93

Arlington 533 74 $62.55

San Antonio 0 _,_; $62.23

Laredo $27 B¢ $46.74
El Paso | $45.58
5y $42.20

$60 = :

Water Sewer

* 13 CCF for Water, 9 CCF AWC and 9 CCF for Sewer
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In addition, the Public Service Board (PSB) has established outside city retail water and wastewater
rates at 115% of inside city rates. El Paso’s water and wastewater rates remain among the lowest in
the Southwest and are extremely competitive with neighboring utilities.

With the creation of the Municipal Drainage Ulility, a dedicated funding source is available to meet
the drainage system needs of the city. Drainage functions are funded by a fee that appears on the
monthly water and wastewater bill. This user fee is calculated for every parcel with an active water
meter within the city, except those exempted by state law, based on the impervious area of the
property. The Board has a working five-year financial plan for all utilities that allows the Board to
proactively manage its financial resources and plan for potential rate adjustments as required.

Water consumption decreased as compared to the previous year mainly due to a milder spring this
year and above average precipitation in the month of September.

Water Pumped (billion gallons} 37.26
Waier Billed (billion gallons) 34.16 3499 36.47

El Paso’s Water, Wastewater and Drainage System

Water System —In 1991, EPWU adopted its first comprehensive Water Resource Management Plan,
which was then used as a basis for the Region E plan and is subsequently updated when the Region E
plan is updated. In 2014, EPWU along with other stakeholders in the Far West Texas Regional Plan
began working on the 2016 State Water Plan. The 2016 Plan will include new waler management
strategies for EPWU including the Advance Purified Water Project, the expansion of the Jonathan
Rogers Water Treatment Plant, and the diversification of its water supply portfolio. EPWU
recognizes it exists to serve a large population situated in an arid climate and has been aggressively
planning for the future to ensure an adequate iong-term water supply. Major steps taken include
passing a stringent water conservation ordinance, new and innovative water conservation programs,
establishing a rate structure designed to encourage conservation, and the adoption of a Drought and
Water Emergency Management Plan while continuing to increase utilization of reclaimed water.
EPWU operates wellhead desalination units and a large scale desalination plant, and continues to
evaluate additional long-term water supply projects. Currently EPWU is working with the Texas
Commission on Environmental Quality (TCEQ) to approve a permit for the future construction of'a
10 MGD advance purified water plant and is currently running a pilot plant to test advance purified
at the Bustamante Wastewater Treatment Plant. In addition, the Utility continues to identify possible
water right acquisitions for the future importation of water and development of additional surface
water supplies to decrease demand on existing ground water aquifers.

EPWU operates 164 wells, 74 reservoirs, 53 booster pump stations, two surface water treatment
plants, one groundwater treatment plant, one desalination plant, four arsenic removal plants and over
2,600 miles of pipelines. EPWU also operates a reclaimed water system that includes: 10 reservoirs,
nine pump stations and 52 miles of pipelines.

The Franklin Mountains divide the City, but fortunately, water supplies are geographically spread
throughout. Depending on the river supply, historically, 25 to 50 percent of the annual usage has
been from the Hueco Bolson aquifer, which extends from Southern New Mexico, through east El



Paso and into Mexico. About 20 percent of the historical annual usage has been from the renewable
Mesilla Bolson aquifer west of the mountains.

EPWU's 40 million gallons per day (MGD) Robertson/Umbenhauer Water Treatment Plant, a
surface water treatment plant originally built in 1943, is centrally located in the city. A major
infrastructure renovation was completed in 2004 on these plants that will extend the life of these
facilities well mto the future. This included the installation of an Ultraviolet Light disinfection
system tor a portion of the water leaving the plant. Major electrical upgrades were also completed in
2006. This plant provides water to central and west El Paso.

The second surface water plant, the Jonathan W. Rogers Water Treatment Plant (JRW'TP), with
an initial capacity of 40 MGD, started production in early 1993. It is located further downstream to
serve the Cily's eastside and expanding lower valley area. The JRWTP was expanded in May 2002
10 increase capacity to 60 MGD. This expansion increased total surface water supply capability to
100 MGD, which represents more than 50 percent of the total annual demand. The Utility is planning
a future cxpansion of this plant to increase treatment capacity by 20 MGD.

In 2005, EPWU began operating four treatment plants specifically designed to achieve compliance
with EPA’s new maximum contaminant level (MCL) for arsenic, which became effective January
23, 2006. These plants have a combined treatment capacity of 41 MGD. The largest of the four
plants is the 30 MGD Upper Valley Water Treatment Plant, which uses conventional
flocculation/sedimentation/filtration to remove arsenic. The other three plants have a combined
capacily of 11MGD and use a granutar iron media to absorb arsenic.

EPWU, in partnership with Fort Bliss, constructed a 27.5 MGD desalination plant which it owns and
operates on Fort Bliss property in east El Paso. The Kay Bailey Hutchison (KBH) Desalination
Plant started production in July 2007, This plant is the largest inland desalination plant in the world
and the largest desalination plant of any type in the United States. The plant has won numerous
awards, including the 2008 Membrane Facility Award from the American Membrane Technology
Association, the American Academy ot Environmenial Engineers 2008 Superior Achievement
Award and the Texas Council of Engineering Companies 2008 Eminent Conceptor Award.

The Utility was one of only seven public drinking water systems that received the Platinum Award
for Utility Excellence from the Association of Metropolitan Water Agencies (AMWA) in 2010. This
award recognizes the outstanding achievements in implementing the nationally recognized Attributes
of Effectively Managed Water Sector Utilities. The Utility was recognized for performance in areas
of product quality, employece and leadership development, customer satisfaction, and communily
sustainability. On October 20, 2014, the AMWA awarded El Paso Water Utifities the “Sustainable
Water Utility Management Award.” This was the first presentation of this award and was awarded in
recognition of water utilities that have made a commitment 1o management that achieves a balance of
innovative and successful efforts in areas of economic, social and environmental endeavors.

In 2014, as a result of the continuing drought the Utility received only 40 percent of a normal full
year allotment. A normal fuil allotment of river water produces about 50 percent of the total annual
water supply. The Utility was allotted only 24,000 acre feet (AF) of river water compared to an
average year when over 60,000 AF is treated. Withdrawals {from the Hueco Bolson were
approximately 58 percent and 22 percent from the Mesitla Bolson. Both surface water treatment
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plants operated during the 2014 reduced three-month irrigation season when Rio Grande Project
water was available. The water system each year consistently receives a Superior Water System
ranking by TCEQ. Water demand was at 201 gallons per capita per day (gped) in 1989 prior to the
institution of an aggressive water conservation program, but has been declining rapidly since. In
2013, EPWU achieved the overall per capita water consumption of 130 gped that was set as a goal
for year 2020. The demand in 2014 was 130 gped.

Per Capita Consumption

Projected
2014 - 130 gped

g

(]

Calendar Year Goal for 2020 - 130 gpecd

Peak day demand has also declined significantly from 195.0 MGD in 1990 to 157.4 MGD in 2014.
This highlights not only the significant changes in water use by El Pasoans, but also has allowed for
the deferral of spending significant dollars on capital projects to meet peak water demands.

Peak Water Demand
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The State Legislature designated EPWU as the Regional Planner for El Paso County in 1995, which
has resulted in a coordinated approach in developing water resources for this region. EPWU also has
conducted joint water resources planning with New Mexico and Mexico. This unique regional
cooperative effort will help to ensure that there is a reliable water supply to protect the economy,
environment and quality of life for the residents in the region bordering the Rio Grande River.

Wastewater System — The United States Environmental Protection Agency (EPA) and the TCEQ
issue permits that require discharges of treated wastewater to meet certain standards in accordance
with the Clean Water Act. To meet these high standards, EPWU is committed to providing the best
available technology and most cost effective treatment processes to ensure proper and sufficient
treatrnent of wastewater collected from the city. The Wastewater Division has been a member of the
TCEQ Clean Texas Program since 2003, and has been awarded the National Association of Clean
Water Agencies (NACWA) Excellence in Management Recognition in 2003, 2006, and 2009.

The Roberto R. Bustamante Wastewater Treatment Plant began serving the east, southeast and
lower valley parts of the city in 1991 and has a treatment capacity of 39 MGD. The plant also has
the capability to provide reclaimed water. Since 1997, it has received 12 NACWA Peak
Performance Gold Awards and four NACW A Silver Awards. In 1994, the plant placed second in the
nation in the EPA Operations and Maintenance Excellence Awards, Large-Secondary Treatment
category, representing the State of Texas and EPA Region VI. The plant also received NACWA’s
Platinum Peak Performance Award for five consecutive years of compliance in 2002. The Water
Environment Association of Texas also judged this plant the Municipal Wastewater Treatment Plant
of the Year for 2005.

The John T. Hickerson Water Reclamation Facility can treat 17.5 MGD of wastewater from the
west and northwest part of the city. Since the initial start-up of the plant in 1987 and expansion to its
present capacity in 1994, the plant has been nominated for six EPA Operations and Maintenance
Excellence Awards and since 1997 has received six NACW A Gold Awards and two NACWA Silver
Awards. In 1992, the plant and its personnel were also recognized for their commitment to safety by
being awarded the Water Environment Federation’s George W, Burke Award for Safety. This plant
first received the NACWA’s Platinum Peak Performance Award for five consecutive years of
complete compliance in 2003. In 2008, it received 1¥ Place in the National Clean Water Act
Recognition Awards for Operations and Maintenance Excellence in the Large Advanced Plant
Category. In 2014, the plant received the NACWA Platinum 15 Award for 15 consecutive years of
perfect permit compliance. The plant was the Texas State, Regional and National winner of the
Clean Water Act O&M Awards Program in the Large Advanced Category. This plant also provides
reclaimed water to several residential, commercial, and large irrigation customers.

The Haskell R. Street Wastewater Treatment Plant was initially constructed in 1923. The plant
serves the central part of the city and has treatment capacity of 27.7 MGD. The plant has undergone
several expansions and modifications in an effort to meet ever-changing environmental regulations
and to enhance the reliability of the treatment processes. In 1994 it was selected to represent the
State of Texas and EPA Region VI for the nationally recognized EPA Operations and Maintenance
Excellence Award, Large-Advanced Treatment category. In 1999 a $25 million upgrade and
renovation was completed. The plant was also upgraded in 2003 to provide reclaimed water to local
parks, schools, industries and golf courses. Since 1997, the plant has received 11 NACWA Gold
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Awards and four NACWA Silver Awards. [t also received the NACWA Platinum Award in 2004
for being the recipient of the Gold Award for five consecutive years. [t also received the NACWA
Platinum Award in 2007 for being the recipient of the Gold Award for eight consecutive years,

The Fred Hervey Water Reclamation Plant constructed in 1984, can treat 12 MGD of wastewater
from the northeast part of the city, This unique plant was one of the first in the nation to take raw
sewage and treat it to drinking water standards. This reclaimed water is then used to recharge the
Hueco Bolson, to irrigate a local golf course and to provide the [{ Paso Electric Company with
cooling tower water for electric power generation. In 2011, the plant completed the last phase of a
multi-year multi-phased program (o renovate and upgrade the plant for new permit requirements and
expanded the plant capacity from 10 MGD to 12 MGD. This plant has also received numetous
awards, including: the 1994 AMSA Public Information and Education Award; second piace in the
national 1994 EPA Operations and Maintenance Excellence Award, No Discharge category; and the
1998 American Water Works Association’s Conservation and Reuse Award. In 1999 the plant
received special recognition by the El Paso Del Norte Region Mission Possible-Survival Strategies in
the category “Protection and Preservation of the Environment”. Beginning in 2006, the Fred Hervey
Plant became eligible for the NACWA awards and received the Platinum Six Award in 2012 for six
consecutive years of perfect permit compliance.

The Wastewater Collection System Maintenance Section of EPWU received the 2007 Medal for
Heroism from the Water Environment Association of Texas for their great efforts in helping the City
during the Storm 2006. EPWU also received the 2007 George Burke Award from the Water
Environment Association of Texas for a perfect safety record in the area of lift station operations.
EPWU is committed to addressing the infrastructure needs and acquiring future water resources for
its customers. Short and long-term planning is a vital part of meeting the current and future needs of
this community. For these efforts, EPWU was recognized by NACW A with its third Excellence in
Management Award in 2010, This award, which is only given every three years, recognizes agencies
that have used competitive business strategies to meet the expectations of drinking water consumers
and municipal government leaders over a sustained period of time.

Drainage System — Following the storms in 2006, an evaluation identified extensive damage to the
drainage system. The City of El Paso repaired the most severely damaged items. The Municipal
Drainage Utility continues to work on the remaining projects, as well as the operation and
maintenance of the system and the construction projects needed to reach an adequate level ol service,
EPWU developed the first ever stormwater master plan for the cily and subsequently developed a ten
year capital improvement plan to address the drainage system’s deficiencies.

The drainage system currently consists of 21 storm water pump stations, 904 acres of ponds, 2,418
acres of dams, 71 miles of channels, 39 miles of agricultural drains, 260 miles of storm drains and
thousands of storm water drop inlets.
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Fiscal Year 2015 Financial Information

The following are the Enterprise Funds Statements of Net Position for the activities for the Water &
Wastewater Utility and the Municipal Drainage Utility after elimination of interfund payables and
receivables,

prise Funds Statements of Net Position

FY 2015 EY 2014 FY 2013
{Restated)

Current Assets $200,368.047 $228,703.815 $ 245,790,546
Noncurrent Assets 32,686,989 39,186,166 18,375,753
Capital Assets (Nct) 1,325.187.894 1,249.371,554 1,204.214,120
Deferred Outflows of Resources 5,232,151 1.943.345 1,588,989
Total .Assets and Deferred Oulflows of $ 1.563.475.081 $ 1.519.204.880 § 1.469,969,408
Resources
Current Liabilities 100,497,462 89,697.090 78,046,293
Noncuorrent Liabilities 583,585,333 5811 6l.267 583,405,013
Total Liabilities 684,082,795 670,858,357 661.451,306
Deferred Inflows of Resources 131,896 143,045 154,195
Net Position:
Restricted 83,489,307 93,564,776 81,583,229
Net Investment in Capital Assets 776,031,841 727,501,647 698,873,162
Unrestricted 19,739,242 26,737,055 27.907.516
Total Net Position 879,260,390 848,203,478 808,363,907
I'otal Liabilities, Deferred Inflows of $ 1.563.475,081 $ 1.519,204.880 $ 1.469.969,408

Resources and Net Position

Enterprise Funds Statements of Net Position and Statements of Revenues, Expenses and Changes in
Net Position

From fiscal year 2014 to 2015 total assets and deferred outflows of resources increased by $44.27
million mainly due to an increase in construction work in progress of $60.52 million and an increase
of $51.69 million in capital assets from the Water and Wastewaler Utility offset by a decrease in
restricted assets for construction of $46.79 million. Total assets and deferred outflows of resources
increased by $49.24 million from fiscal year 2013 to 2014 mainly due to an increase in construction
work in progress of $52.62 million and an increase of $28.27 miliion in capital assets from the Water
and Wastewater Utility. Current assets decreased by $28.34 million from fiscal year 2014 to 2015
mainly due to $37.15 million of drawdown of funds restricted for construction. From20{3 t0 2014
current assets decreased by $17.09 million mainly due to $14.87 million drawdown of funds
restricted for construction. Total capital assets, net of accumulated depreciation, mcreased by
$75.82 million from 2014 to 2015 and $45.16 million from 2013 to 2014, which consists of an
increase in water, wastewater and drainage infrastructure placed into service and an increase in
construction work in progress. Total liabilities increased trom 2014 to 2015 by $13.22 million
mainly due 1o an increase in commercial paper notes of $5 million and an increase in customer
advances for construction of $6.56 million and increased by $9.41 million from 2013 to 2014 mainly
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due to an increase in accounts payable from restricted assets of $4.16 million and an increase in
customer advances for construction of $5.16 million. The net position of $879.26 million for fiscal
year 2015 increased by $31.06 million from 20[4 due to an increase in net position, before capital
contributions of $22.48 million and capital contributions of $8.58 million. Total net position of
$848.20 million for fiscal year 2014 increased by $39.84 million from 2013 due to an increase in niet
position, before capital contributions of $26.01 million and capital contributions of $13.82 million.
For fiscal year 2015 net position, before capital contributions consists ot operating income of $41.70
million, interest earnings of $502,000, a $734,000 gain from the sale of miscellaneous assets, the
$1.01 million tax credit from the IRS for the Build America Bonds issued, offset by interest expense
ot $21.62 million. For fiscal year 2014 net position, before capital contributions consists of
operating income of $43.34 million, interest earnings of $355,000, a $2.27 million gain from the sale
of land, the $1.05 million tax credit from the IRS for the Build America Bonds issued, offset by
inferest expense of $21.31 million. Net position tor the Water and Wastewater Utility increased
$24.44 million from 2014 to 2015, along with the Municipal Dramage Utility net position increase of
$6.61 million. Net position for the Water and Wastewater Utility increased $34.09 million from
2013 to 2014, along with the Municipal Dramage Utility net position increase of $5.75 million.

The following are the Enterprise Funds Statements of Revenues, Expenses and Changes in Net
Position for EPWU, which include the Water and Wastewater Utility and the Municipal Drainage

Utility after elimination of interfund activities.
Enterprise Funds Statements of Revenues, Expenses, and Changes in Net Position

FY 2013
FY 2013 FY 2014 (Restated)
Operating Revenues:
Water $ 92,756,225 $ 91,837,712 $ 91,787.975
Water supply replacement charge 19,932.864 19,594,187 18.410,830
Reclaimed Water 2,863,690 2,651,400 2.802,403
Wastcwater 57.064,138 58,032,496 54,468,286
Drainage fees 15,194,156 15,057,603 14,961,652
City of El Paso Franchise fee 1.937.221 - -
Other operating revenue 10,158,103 9.517.425 9.890.164
Total Operating Revenues 199.906.397 196.690.823 192,321,310
Operating Expenses:
O&M — Water and Reclaimed Water 40.010.230 38.691.615 40,363,490
O&M — Wastewaler 21,572,362 22,444,348 22,164,641
General, Administrative and Enginecring 21,706,437 20,472,534 22,323,067
O&M — Drainage 4,978,923 5.620.417 4,336,139
Other Operating Expenses 2,962,829 2,602,114 2,845.314
Other Post-Employment Benefits 1,040,562 884,968 889,367
Depreciation 33,406,341 52,077.279 51,281,624
Pavment to City of El Pase Franchisc fee 1,937,221 - -
cyment fo City of El Paso per Bond 10,593,266 0,553,216 10,382,604
Total Operating Expenses 158,208,571 153.346.491 154,788,336
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Enterprise Funds Statements of Revenues, Expenses, and Changes in Net Position

FY 2013
FY 2015 FY 20i4 Restated
Operating Income 41,697.826 43,344,332 37.532.974
Nonoperating Revenues (Expenses):
Interest Earnings 501,548 355,574 362,528
Gain on Land Asscts Converted by Sale 148 384 2,270,541 2,584,304
Gain on Sale of Miscellaneous Asscts 734,234 314,473 149,978
IRS tax credit for Build America Bonds 1,014,977 1,049,503 1,183,678
Other Nonoperating Expense - (13.712) -
Interest on Long-Term Debt (21,618853) {21,309.998) (22.052.401)
Totat Nonoperating Expenses (19.219,710) {17,333.619) (17,771.913)
Increase in Net Position. Before 22.478.116 26,010,713 19.761,061
Contributions
Federal Grani Contributions 371.364 830,034 694,852
Capital ang Non-Federal Grant Contributions 8.207.432 12,998,824 11.663.713
Change in Net Position 31,056,912 39,839,571 32.119,626
Total Net Position — Beginning 848,203,478 808.363,907 776,244,281
Total Net Position — Ending $879,260.390 $848.203 478 $808,363.907

Water and Wastewater Utility Fund

Total operating revenues incrcased by $3.06 million from 2014 to 2015 mainly due to an increase
of $1.47 million in water, water supply replacement charge and reclaimed water revenue, and an
increase of $804,000 in customer connection fees, offset by a reduction in wastewater revenue of
$968,000. Water consumption decreased by 582 million gallons as a result of milder spring
temperatures and above average precipitation in September 2014. Total operating revenue increased
by $4.23 million from 2013 to 2014 mainly due to an increase of $3.56 million in wastewater
revenue and an increase of $1.18 million in fees collected for water supply replacement charge due to
a five percent rate increase in 2014, offset by a reduction of customer connection fees of $468,000.
Despite a five percent rale increase water sales were flal due to decreased water consumplion of 1.48
billion gallons as a result of milder summer temperatures, an increase in precipitation of 3.21 inches
in 2014 compared to 2013 and continued water conservation campaign that helped alleviate the
effects of the continued river drought.

Total operating expenses of the Water and Wastewater Utility of $150.73 million for fiscal year
2015 increased by $5.71 million from 2014, The Water and Wastewater Utility purchases river
water through several contracts with the EI Paso County Water Improvement District #1 and for
calendar year 2014 water purchases increased by $919,000 due to a an increase in allotment of river
water. The river water delivered in calendar year 2014 by the E! Paso County Watet improvement
District #1 was 24,093 acre feet an increase of 13,543 acre feet from calendar year 2013. The
Utility’s normal river water allotment is over 60,000 acre feet a year. Depreciation expense of
$52.04 million increased by $1.45 million from the previous year and continues (o increase as water
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and wastewater infrastructure is placed into service to serve our customers. Finally, effective
September 1, 2014 the City of El Paso established and implemented a Franchise fee of $3.55 million
to be paid by the Water and Sewer Utility over a one year pertod. City Council recommended for the
fee to be paid by non-residential customers as a flat monthly fee of $15.82. City of El Paso
Franchise fee is detailed in Note 26 and Note 27. Total operating expenses of the Water and
Wastewater Utility of $145.02 million for fiscal year 2014 decreased by $1.96 million from 2013.
The Water and Wastewater Utility purchases river water through several contracts with the El Paso
County Water [mprovement District #1 and for calendar year 2013 water purchases decreased by
$1.99 million due to a reduction of river water as a result of the continued regional drought. The
river water delivered in calendar year 2013 by the El Paso County Water Improvement District #1
was 10,550 acre feel a decrease of 22,362 acre feet from calendar year 2012. The Utility’s normal
river water allotment is over 60,000 acre feet a year. Depreciation expense of $50.59 million
increased by $946,000 from the previous year and continues to increase as water and wastewater
infrastructure is placed into service to serve our cusiomers.

Total nonoperating expenses of $17.46 million for 2015 increased by $1.74 million from 2014 due
to an increase in interest expense of $328,000 and a $1.87 million decrease in revenues generated
from land sales. Total nonoperating expenses of $15.72 million for 2014 decreased $1.40 million
from 2013 due to an increase in sale of miscellaneous assets of $192,000 and an increase in revenues
generated from land sales of $223,000 and a decrease in interest expense of $1 mitlion due to bond
refundings and capitalized interest.

Change in net position before capital contributions had a decrease of $4.39 million from 2014 to
2015 for the following reasons: an increase in operating expenses of $5.71 million due to an
increase of 13,543 acre feet of surface water treated. In addition, nonoperating expenses increased by
$1.74 miilion mainly due to a decrease n revenues from the sale of land of $1.87 million, Net
position before contributions had an increase of $7.59 million from 2013 to 2014 for the following
reasons: an increase in operating income of $6.19 million due to an increase in operating revenues of
$4.23 million, a decrease in operating expenses of $1.96 million, a decrease in bond interest expense
of $1 million and an increase in revenues from the sale of land of $223,000.

Total contributions of $8.58 million for 2015 were $5.25 million less than 2014 and consisted of
$8.21 million of capital contributions by developers and non-federal grant contributions, and
$371,000 in federal grant contributions. Total contributions of $13.83 million for 2014 were $1.47
million more than 2013 and consisted of $13,00 million of capital contributions by developers and
non-federal grant contributions, and $830,000 in federal grant contributions.

EPWU spent $97.25 million for water, wastewater and reclaimed waler system capital improvements
in fiscal year 2015. Major expenditures included $13.28 million for drilling and equipping water
wells, $10.25 million in new water distribution lines and pumping equipment, $18.42 million for
water system rehabilitation, $5.99 million for emergency backup power generators, $11.35 million
for additions to the wastewater collection system, $9.33 million lor rehabilitation of the wastewater
system, and $4.48 million for improvements to the reclaimed water system. EPWU spent $75.08
million for water, wastewater and reclaimed water system capital improvements in tiscal year 2014.
Major expenditures included $7.02 million for drilling and equipping water wells, $3.50 million in
new water distribution lings and pumping equipment, $26.67 million for water system rehabilitation,
$8.45 miltion for additions to the wastewater collection system, $11.89 million for rehabilitation of
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the wastewater system, and $2.90 million for improvements to the reclaimed water system.

Financial Indicators for the Water & Wastewater Utility

FY 2013
FY 2015 FY 2014 (Restated)
Current Assets/Current Liabilities 1.66 2.02 2.51
Current Restricted Assets/Current Restricted Liabilities 1.39 1.92 255
Debt Service Coverage 2,07 times 2.09 times 2.01 times
Debt Ratio 0.35 0.36 0.37

Municipal Drainage Utifity Fund
Total operating revenues increased $158,000 from 2014 to 2015 and increased $136,000 from

2013 to 2014 due to normal growth in customers. The Utility added 1,783 new drainage accounts
from 2014 to 2015.

Opcrating expenses for fiscal year 2015 were $7.60 million, a decrease of $851,000 from 2014
mainly due to a decrease of $640,000 in maintenance costs of basins, ponds, dams, channels and
conduits. Depreciation expense for the drainage assets was $1.36 million, a decrease of $120,000.
Operating expenses for fiscal year 2014 were $8.45 million, an increase of $516,000 from 2013
mainly due to an increase of $727,000 in maintenance costs of basins, ponds, dams, channels and
conduits. Depreciation expense for the drainage assets was $1.48 million, a decrease of $150,000,

EPWU spent $20.66 million in fiscal year 2015 in capital improvements for the Municipal Drainage
Utility system. Major capital expenditures include $11.17 million for conveyance and pumping
drainage projects, and $6.12 million was spent on storage infrastructure., Total assets are
summarized in Note § of the financial statements.

Financial Indicators for the Municipal Drainage Utility

FY 2013
I'Y 2015 FY 2014 (Restated}
Current Assets/Current Lisbilitics 5.46 9,96 I1.64
Operating Ratio 0.39 0.44 .40
Total Liabiltics to Total Assets 0.49 0.52 0.53
Debt Service Coverage 1.94 1.76 230

Overall, EPWU met all its financial obligations including operating expenses, debt service and the
rehabilitation and addition of new water, wastewater and drainage infrastructure to meet the needs of
a growing community.

Capital Assets
EPWU’s investment in water, wastewater and drainage capital assets as of February 28, 2015 is

$1.33 billion (net of accumulated depreciation). This is a net increase of 6.1% from 2014. The
following table reflects the changes within each classification of capital assets net of depreciation,
The increase in capital assets was primarily due to the addition of $60.52 million in construction
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work in progress for water, sewer, reclaimed water and drainage projects and $51.69 million of new
water system assets placed in service during the year. The capital asset information is detailed in
Note 8. The commitments related to construction work in progress are discussed in Note 23.

Capital Assets ( Net of Acenmulated Depreciation)

EY 2015 FY 2014 EY 2013
Land and Right-of-Way $17.008,506 $13.563,306 $11.769.338
Land Not in Service 65,359,562 64.067,002 64,086,779
trrigation Water Righis Contracts 8,710,270 8,381,690 8,230,317
Buildings and Shops 6,332,739 6,026,344 6,640,131
Vehicles 4.139.908 2,728.798 3.567.185
Equipment and Tools 7,830,610 5,637,474 6,382,123
Water System 600,831,767 589,342 366 598,202,545
Wastewaler System 372,270,331 381,179,525 391,015,837
Drainage Implementation Costs - - 69,497
Drainape System 52,855,063 49,113,913 37519796
Construction Work In Progress 189,849,138 129,331,134 76,710,372
Total $1.325,187.894 $1,249.371,554 $1,204,214.120

Debt Administration

EPWU had one bond issue this fiscal year. EPWU issued $131.65 million in Water and Wastewater
Revenue Refunding Bonds Series 2015 with a bond premium of $17.56 million to retire $25 million
of commercial paper and advance refund $116.45 million of Water and Sewer Revenue Bonds Series
2005B, 2005C, 2006, 2006A, 2007, and 2008C . This bond advance refunding resulted in a Net
Present Value Benefit of $10.28 million. Total long-term liabilities are summarized in Note 9 of the
financial statements and the bonds in Note 10.

The following charts show, as of February 28, 2013, all outstanding principal and interest owed by
EPWU. An adequate level of debt and strong financial positions reflects superior fiscal management
that have allowed EPWU to continue to earn among the highest ratings that can be awarded by rating
agencies like Standard & Poor’s (AA+) and Fitch Ratings (AA+). In October 1997, the Public
Service Board implemented a commercial paper program. ‘the original authorization of $50 million
for the commercial paper program was reduced in February 2009 to $40 millien and is being used for
interim financing of certain water and wastewater projects. This program allows for reduced interest
costs and increased flexibility in funding capital projects, EPWU issued $30 million in commercial
paper during fiscal year 2015, The commercial paper program information is detailed in Note 12.

Bond and Commercial Paper Ratings

Standard & Poor's Fitch Moody’s
Water & Waslewater Revenue Bonds AA+ AAT -
Municipal Drainage System Bonds AA AA+ -
Water & Wastewater Commercial Paper A-l - P-i
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Water & Sewer Utility Fund Outstanding Bond Debt

| @Principal  minterest |

Drainage Utility Fund Outstanding Bond Debt

Thousands

| ®Principal  minterest

Summary of Significant Outstanding Debt

Water & Wastewater Revenue Bonds
Municipal Drainage System Bonds

Water & Wastewater Commercial Paper
Unamortized Premiums Net of Discounts
Land Notes Payable

Total

FY 2018
$482.305,000
60.860.000
10,000,000
48.307.413
3,406,394

FY 2014
$402.250,000
63,384,000
5,000,000
35.833.829
4,159,087

$492,785,000
65.743.000
8,000,000
31.374.957
4,923 463

$604.878.807

$600.133.357

$602.826.420




Economic Factors and Next Year’s Budget and Rates

»

Continued regional drought will have an effect on the estimated river water delivered for
calendar year 2015. The estimated allocation for 2015 is 35,000 acre feet which is less than
our normal allotment of approximately 60,000 acre feet.

In 2014, the E1 Paso MSA home sales increased by 7% with median sales prices decreasing
by 0.28% according to the Texas A&M Real Estate Center. The number of months Single-
Family Housing remained in inventory increased from 7.6 months to 8.1 months during the
same period.

EPWU has included in the budget for fiscal year 2015-16 three new bond issues for the
Water & Wastewater Utility including: $20 million for four storage tanks, $50 million for
water rights land acquisition, and a bond issue to take long commercial paper notes and
possible bond refundings. The Municipal Drainage Utility budgeted a $25 million new bond
issue for fiscal year 2015-16 to fund multiple projects and will continue to use prior bond
issues to fund stormwater infrastructure improvements.

Due to the 2005 BRAC realignment, Fort Bliss, Texas, continues to realize nef increases of
over 37,000 active duty personnel — the largest net gain from any military installation in
America.

EPWU has planned and prepared to meet growth and will partially finance growth projects
with the water and wastewater impact fees that were adopted by City Council in May 2009,
In April 2014 City Council approved impact fees with no fee increase and will reevaluate a
possible fee increase next year.

All of these factors were taken into consideration in preparing EPWU’s budget for fiscal year 201 5-
16. The Water and Wastewater Utility and the Drainage Utility adopted a budget with an 8% rate
increase to meet operating and capital infrastructure needs. EPWU will continue to look for
efficiencies, refinancing debt and cutting costs whenever possible.

Request for Information

The financial report is designed to provide a general overview of the El Paso Water Utilities’
finances and for all those with an interest in the government’s finances. Questions concerning any of
the information provided in this report, or requests for additional financial information, should be
addressed to the Chief Financial Officer, 1154 Hawkins, 79925 or email aduran@epwu.org.
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASQ

ENTERPRISE FUNDS

STATEMENT OF NET POSITION

February 28, 2015

Water & Wastewater  Mumicipal Drainage

Utility Fund Unlity Fund Elinunations Total
ASSETS
Current assets
Cash and cash equivalents 3 16,893,387 $ 2,104 423 $ - $ 13,997 810
{nvestments 10,535,441 - - 10,535,441
Accounts recetvable - customers 17,632,736 845342 - 13,498,078
Accounts recervable - other 5,371,500 6,650 - 5,378,150
Accrued interest receivable 423364 105,492 - 528 856
Due from Water and Wastewater Unhty - 270,840 {270 840) -
[nventory - matenals and supplies 1,870,845 - - 1,870,845
Other current assets 514,032 - - 514,032
Prepand expenses 1,996,006 - - 1,996,006
Restricted current assets
Restncted for bond requirements
{Cash and cash equivalents 36,146,046 4,946,317 - 41,092,663
[nvestmenis 15,462,186 1348332 - 16,750,518
Restricted for construction and improvements
Cash and cash equivalents 19,837 542 24,154 689 - 43992 231
[nvestments 24,957 000 14,706 048 - 39,663,057
Accounts receivable government grants 500,136 - - 500,136
Notes recervable 50,224 - - 50,224
Tatal current assets 152,150,754 48 488 133 (270,840} 200,368,047
Nongurrent assets
iovestments 7089072 - - 7.089.072
Restricted noncurrent assets
Restngted for bond requrements
Investments 12,271,338 1,612,190 - 13,883,528
Restncted for constructzon and improvements
Investments 10,464,236 1230,153 - 11,714,389
Capital assats
Water and Wastewater Unlity capital assets 1,853,617,700 - - 1,833,617,700
Mumcipal Drainage Unlity caprtal assets - 64,537 935 - 64,537,935
Land and nght of way 72,5503 9817155 - 221 368 068
Construction work 1n progress 167,299,726 22,549,412 - 189,849,138
Less accumulated depreciation {854,706,486) {10478 461) - (865,184,947)
Total capital assets (net of accumulated depreciation) 1,238,761 853 86,426 041 - 1,325,187 894
Total noncurrent assets 1,268 586,499 89,288,384 - 1,357,874 883
Total assets 1,420,737.253 137,776,517 {270,840) 1,558,242 930
Deferred outflows of resources
Losses on bond refunding 5,232,151 - - 5,232,151
Totzl assets and deferred outflows of resources $  1,425969,404 3 137,776,517 3 (270,840} $ 1,563,47508!
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LIABILITIES
Current liabilities
Accounts payable
Environmental Services collections and other
payments due to City of E! Paso
Customer deposits
Accrued vacation payable
Accrued payroll and benefits
Due to Mumicipal Dramage Unlity
Unearned revenue on land leases
Other current habilities
Self insurance workers' compensation and health claims
Other povernments payable - current
Current hallities payable from restncted assets
Revenue bonds payables and unamonuzed premiums
net of discounts

Accrued interest on revenug bends and commercial paper

Accounts payable

Land notes payable

Land notes interest payable

Customer advances for construction

Retamage pavable on construction contracts
Total current liablities

Noncurrem habilives
Rerenue bonds payables and unamortized premuums
net of discounts
Land notes payable
Other governments payable
Commercial paper notes
Other Post-Employment Benefits
Accrued vacation payable
Self insurance workers' compensation claims
Total noncurrent lrabihties
Total habilines

Deferred tnflows of resources
Gams on bond refunding

NET POSITION
Restricted

Restnicted for debt service

Restricted for construction and improvements

Total restricted
Net investment 10 capital assets
Unrestneted
Total net postion

Total liabihties, deferred inflows of resources, and net position

Water & Wastewater

Municipal Drainage

Utility Utbty Eliminations Total

5 2,160,039 $ 122925 $ - s 2282964
6,990,624 - - 6,990,624
8373573 - - 8,373,573
1,794,440 70,324 - 1,864,764
1,575,921 116,174 - 1,692,095

270,840 - (270,840) -
338,682 8,975 - 347,657
383,847 - - 383,847
299,060 - - 299,060
134,854 - - 134,854
30,166,377 2,690,259 - 32,856,636
8,276,706 1,496,862 - 9,773,568
14,911,689 3916,115 - 18,827,804
790,328 - - 790,328
50,585 - - 50,585
13,577,981 - - 13,577 981
1,789,319 461,803 - 2,251,122
91,884,865 8,883,437 {270,840} 100,497,462
499,659,628 58,956,149 - 558,615,777
2,616,066 - - 2,616,066
2,497,006 - - 2,497,006
10,000,000 - - 10,000,000
7,689,928 268,613 - 7,958,541
1,089,319 64,417 - 1,153,736
744,207 - - 744,207
524,296,154 59,289,179 - 583,585,333
616,181,019 68,172.616 (270,840) 684,082,795
131,896 - - 131,896
55,543,164 6,409,977 - 61,953,141
15,539,058 5,997,108 - 21,536,166
71,082,222 12,407,085 - 83,489,307
721,516,344 54,515,497 - 776,031,841
17,057,523 2681319 - 19,739,242
809,656,489 69,603 901 - 879,250,390
5 1,425,966 404 3 137,776,517 $ (270,840 3 1,563.475081

The notes to the financial statements are an 1ntegral part of this statermnent
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY QF EL PASCO

ENTERPRISE FUNDS

STATEMENT OF NET POSITION

February 28, 2014

ASSETS
Current assets
Cash and cash equivalents
Investments
Accounts recervable - customers
Accounts recervable - ather
Accrued interest receivable
Due fraom Water andl Wastewater Unhty
[nventory - matenals and supplies
Other current assets
Prepaid expenses
Restricied current assets
Restricted for bond requirements
Cash and cash equivalents
Investments
Resmncted for construction and improvernents
Cash and cash squivalents
[nvestments
Accounts receivable government grants
Nates receivable
Total current assets

Noncurment assets
Investments
Restricted noncwrrent assets
Restricted for bond requirements
Investments
Restricted for construction and improvements
Investments
Capital assets
Water and Wastewater Utlity capital assets
Munieipal Dramnage Utility capital assets
Land and nght of way
Construction work m progress
Less accumulated depreciation
Total capital assets {net of accumulated depreciation)

Total noncurrent assets
Total assets

Deferred outflows of resources
Losses on bend refunding

Total assets and deferred outflows of resources

Water & Wastewater

Munmecipal Dramage

Unlity Fund Utility Fund Eltmunations Total
] 12,586,724 5 2,203,062 5 - b 14,789,786
13,455,835 - - 13,455 855
16,599,054 789,597 - 17,388,651
622,729 7.243 - 629572
413,077 119,393 - 532470
- 16,135 (36,135) -

1,579 925 - - 1,579,925
386,259 - - 386,259
2,016,389 - - 2016389

34 504,077 4.3154%0 - 39419567
152203192 1 475,532 - 16,695 851
42217 856 26,237 859 - 68, 455715
29,046, 545 33,268 384 - 52,344,933
509,463 - - 509463
98,579 - - 98,979

169 657 255 50082 695 {36,135} 228,703,815
5,021,763 - - 5,021,763
11,887,753 977,238 - 12,864,991
15,887,105 4,412 307 - 21,299,412
1,801,924.213 - - 1,801,924 213
- 58 998 666 - 58,998 666

71,028 203 6,601,105 - 77,630,308
119,354, 83% 9.876,295 - 129,331,134
(809,281,469) (9,231,298) - (818,512,767)
1,183,026, 780 66 344 768 - 1,249,371,554
1,216,823 407 71,734 313 - 1,288 557 720
1,386.480.662 130,817,008 (36,135) 1,517,261.535
1,943 345 - - 1,943,345

$ 1,388,424 007 % 130,817,008 $ (35,135 5 1,519,204,330
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LIABILITIES
Current liabilities
Accounts payable
Environmental Services collections and other
payments due to City of E! Paso
Customer deposits
Accrued vacation payable
Accrued payroll and benefits
Due (0 Municipal Drainage Unility
Uneamed revenue on land leases
Other current habilities
Self insurance workers' compensatton and health claims
Other povernments payable - current
Current halities payable from resmcted assets
Revenue bonds payables and unamonized premmms
net of discounts
Accrued interest on revenue bonds and commercial paper
Accounts payable
Land notes payable
Land notes nterest payable
Customer advances for construction
Retainage payable on construction contracts
Total current liabihities

Noncurrent hiabilines
Revenue bonds payables and unamortized premiums
net of discounts
Land notes pavable
Other governments payable
Commercial paper nates
Other Post-Employment Benefits
Accrued vacation payable
Self imsurance workers' compensation claims
Total noncurrent habhities
Total habilitses

Deferred mnflows of resources
Gains on bond refunding

NET POSITION
Restncted

Restricted for debt service

Restricted for construction and improvements

Total restricted
Net investment (n capital assets
Unrestricted
Total net position

Total liabilities, deferred inflows of resources, and net position

Water & Wastewater

Murnicipal Dramnage

Utlity Utnility Eliminations Total
b3 2423416 b 483,937 M - M 2,507 353
5272154 - - 5,272,154
7,678,096 . - 7.678.096
1,749,273 58,633 - 1,807,906
1,534 580 120,731 - 1,655,311

35,135 - (36,135) -

276483 8,765 - 285,248
373,223 - - 373223
836027 - - 836,027
128,931 - - 128,931
37,423,256 2,570,259 - 25,993,515
9.213,487 1,553,713 - 10,767,200
17,398 450 1,062,549 - 18,460,999
752,693 - - 752,693
70912 - - 70912
7,019,249 - - 7,019,249
1,612,140 76,133 - 1,688,273
831,798,505 5,934,720 {36,135) 89,697,090
499 827 906 61.646. 408 - 561,474,314
3,406,394 - - 3,406,394
2,63) 861 - - 2,631,361
5,000,000 - - 5,000,000
6,720,592 196,987 - 6,917,579
1,132,407 49.824 - 1,182,231
548 888 - - 548,888
519,268,048 61,893,219 - 581,161,267
603,066,553 67,827,939 (36,133) 670,838,357
143,045 - - 143,045
52,398,662 5814548 - 58,213,210
27,034,464 8,717,102 - 35,751,566
79.433,126 14,531,650 - 93,964,776
681,280,780 46,220 867 - 727,501,647
24 500,503 2,236,552 - 26,737,055
785,214,409 62,989,069 - 348,201 478
3 1,388,424,007 3 130,817,008 £ (36,135 $ 1,515.204,880

The notes to the financial statements are an integral part of this statenment
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASOQ

ENTERFPRISE FUNDS

STATEMENT OF REVENUES, EXPINSES,
AND CHANGES IN NET POSITION

For the Year Ended Februany 28, 2015

Operating revenues
Water
Water supply replacement charge
Reclaimed water
Wasiewater
Dramage fees
Cuslomer connechon fees
Billing fees - City Environmental Services
Reni revenuc
Ciry of El Paso Franchise fee
Other operating revenue
Todal operatng revenyes

Omeralng expenses
Operahons and manienance - water & reclammed water
Operanans and 1 £ - waslewat
CGemeral, admimistrative and cngineering expenses
{Iperations and mainienance - drainape
Indirect cost allocation
Other operating expenses
Other Posi-Employment Benefits
Despreciation
Pavment 1 City of El Paso Franchise fee
Payment 1o Cniy of El Paso per bond covenants
Total operating expenses
(Operating income

MNonoperating revenues (expenses)
Interest earmings and net change in fair value of invesiments
RS tax credit for Build America Ronds
Giam vn land assets eomverted by sale
Gamn on sale of miscetlaneous assets
Interest on long term deht
Total nonoperating expenses
[ncrease in net posilion, belore capital contnbutions
Federal grant contnbutions
Caputal and non-federal gram contnbutions
Todal coninbutions
Changs m net posiion
Todal ntel posiion - beginrung
Total net posion - ending

The notes to the financial statemenls are an integral part of this statement

Water & Wastewater

Mumcipal Drainage

Utzhty Fund Uttty Fund Eliminations Tonal
§ 92,756,225 3 - b - 92,756,225
19,932 864 - - 19,932 864
2 863,690 - - 2 863,690
57,064,138 - - 57,064,138
- 15,298,948 (104,792} 15,194,156
5441677 - - 5441677
613,136 262712 - 875908
1,958,038 - (24,000) 1,934,038
1,937,221 - - 1,937,221
1,486,686 419,794 - 1,966,480
184,053,675 15981514 (128,792} 199,506,397
40,081,155 - (70,925 40,010,230
21,624 836 - (52474) 21,572,362
20,524,197 - 1,182,240 21,706,437
- 4,973,556 5,367 4,978,923
- 1,193,000 (1,193,000 .
2962829 - - 2,962,829
969,316 71,626 - 1,040,962
5241478 1,364,863 - 53,406,341
1,937 221 - - 1,937,221
10,593 266 - - 10,593,266
150,734,318 7,603,045 (128.792) 158,208,574
33,319,357 8,378,469 - 41,697,826
401 998 99,550 - 501,548
214,302 800,675 - 1,014,977
143 455 49729 - 148 3184
646,916 27,318 - 734,234
(18,862,744} (2,756,109} - {21 618.853)
(17456073} (1,763 637) - (19219710}
15,863,284 6,614,832 - 22,478,116
371,364 - - 371,364
§,207.432 - - 8,207,432
8,578,79% - - 8,578,796
24,442 080 6,614,832 - 31,056,912
785214409 £2 980069 - 848,201 478
b RO 656 489 5 6Y.60300] by - 872,260,390
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

ENTERPRISE FUNDS

STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION

F“or the Year Unded ebruary 28, 2014

Operaling revenues:
Water
Water supply replacement charge
Reclaimed water
Wastewaler
Dranage fees
Customer conneciton loes
Rilling fecs - Crty Environmental Services
Rent revenue
(Hher operating revenue
‘I otal operaung revenues

Operating expenses
(peranons and ¢ - waler & recl
Operabions and mainlenance - wastewater
Creneral, admurusirative and engineenng expenses
COperauons and maintenance - dramage
indirect cost allocauon
(Hher operating expenses
(Hher Posi-Employment Benefils
Nepreciatan
Payment to City of El Paso per bond covenants
Tolal operating expenses
Ciperaling income

d waler

Nonoperating revenues {expenses}
Interest carmings and net change 1 farr value of investments
IRS tax credit for Buld Amenica Bonds
Gain on land assets converted by sale
{am pn sale of mscellancous assets
(rher nonoperating cxpense
Interest on long term debu
Total nonoperating expenses
Increase 10 el positon, before capital contributions
Federa! grant contnbutions
Capital and non-federal grant coninbubions
Total contributions
Change in net position
Total net position - heginming
Total net postiian - ending

The notes to the financial statements are an ntegral part af this statement

Water & Wastewaler

Municipal Dranags

Lltshiry Fund Utihity Fund El ions Todal

$ 91,837,712 $ - $ - 91,837,712
19,594,187 - - 19,594,187
2,631,400 - - 2,651,400
58,032,4% - - 58,032,496
- 15,162,439 {104 856) 15,057,403
4637221 - - 4,637,221
G018, 171 2641645 - RER R (6
2,019,831 - (24,000) 1,995 831
1,615,576 399,981 - 2,015,557
180,996,594 15,823,085 (128,836) 196,690,823
38,764,5%) - (72,973) 38,691,615
22,496,822 - (52,474 22444 348
19,178,338 - 1,294,176 20,472,534

- 5.613,000 1417 5,620,417

- 1,305,000 (1,305,000 -

2,602,114 - . 1,602,114
R33,973 50,995 884 965
50,592,539 1,484 740 32,077,279
10,533,216 - - 10,553,216
145,021,612 8,453,755 {128,856) 153,346,491
33,974,982 7,369,350 - 43,344,332
265915 89,659 - 355,574
221332 828171 - 1,049,503
2013946 256,595 - 2,270,541
314473 - - 314,473
- {13,712} - (1312)
(18,534,364) {2,775,634) - {21,300,008)
(15,718,698} (1614521} - (17,333,619
20,256,284 5,754,429 - 26,010,713
830,034 - - 830,034
12,998,824 - - 12,998,824
13,428,858 - - 13,828,858
34,085,142 5,754,429 - 39.839.57]
751,129,267 37.234,640 - A08,363,907
3 745,214,409 $ 62980060 b - 848,203,478
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

ENTERPRISE FUNDS

STATEMENT OF CASH FLOWS

For the Year 2nded February 28, 2413

CASH FLOWS FROM OPERATING ACTIVITIES
{ash received from customers
Cash received from Muricipal Dramage Unlity
Cash recerved from Water and Wastewater Utshty
Environmental Services fees collected for the Cuty of El Paso
Franchise fees collected
Cash payments to supphers for goods and services
Cash payments to emplayees for scovices
Environmental Services fees paid to the Ciry of Bl Paso
Payments to City of El Paso per bond covenants
Payments to Cny of Ll Paso Franchise fees
Cash payments to Mumaipal Dramage Utility
Cash payments ¢o Water and Wastewater Utiliy

Net cash provided by operahng activities

CASH FLOWS FROM CAPITAL AN RELATID

FINANCING ACTIVITIES
Proceeds from

Revenue bonds

Premiums recerved on revenue bonds

Commercial paper
Cash receipts from granis
Acquisition and construction from capatal grants
Acquisition and constiction of capital assets net of disposals
Refunding revenue bonds
Refunding commercial paper
Principal payments on revenue bonds
Interest and fees on revenue bonds and commercial paper
IRS tax credit on Build Amenca Bonds
Principal payments on land notes payable
Interest payments on notes and other long term debt
Proceeds from sale of aswsets net of related expenses

et cash used by capital and related financing activines

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale and maturines of
mvestment scourdics
Purchase of investment secunties
Interest recetved an wmvestment secunies
Net cash provided by investing activitics

Met decrease 1in cash and cash equivalents
C'ash and cash cquivalents

Begimning of year

End of year

The notes to the financral statements arc an mtegral part of this stafement

Water & Wastewater

Municipal Drainage

Unlity Fund Uiy Fund Eimminationy Tatal
S 177,046,429 % 15,821,781 $ - $ 192918210
1470339 - (1,470,339} -
- 104,791 (104,791) -
58.457.099 - - 58,457,099
1,937,221 - - 1937221
(48,766,7335) (4,017 .685) (32,784 440)
(37,109 487) (1,252,522) - (38,362.009)
(58,017,801) - - (58,017.801)
(9.958.521) - - (9. 958,521)
(1,292,793} (1,292,793)
{104,791) . 104,791 -
- (1,470,339) 1,470,334 -
3,710,940 186,026 . 42 896,966
131,650,000 - - 131,650,04K)
13,245 483 - - 13,245 483
30,000,000 - - 30,000,000
466,059 - - 466,059
(456,732) - - (456,732)
(95,077,532} (18,206 ,900) - (113.284,432)
{116,445,000) - - {116 445 000)
(25,000,0000 - - (25,000,000
(25,150,000 (2,524 000} - (27,674,600}
(24,554.932) (2,859,219} - (27414151}
214 302 800 675 - 1,014,977
(752,693) - - (752,693)
(263,422) - - (263,422)
790,372 92,247 - R82,619
{111,334,095) (22,607,197} - (134,021,202}
100,425,027 32,141,202 - 132,666,319
(89 635,818) (20,998,240 - (110,638,058)
406,564 117,137 - 523,701
11,191,772 11,360,189 - 22,551,962
(16,431 382) (2,150,982) - {18 .582,364)
89,308,657 33356411 - 122,665,068
$ 72877275 % 31205429 § - § 104,082,704
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PUBLIC SERYICE BOARD - EL PASO WATER UTILITIES

A COMPONENT UNIT OF THE, CITY OF EL PASO

ENTERPRISE FUNDS

STATEMENT OF CASH FLOWS

For the Year Ended February 28, 2015

Waler & Wastewater

Mumcipal Drainage

LUtihiry Fund Utilsty Fund Eliminations Total
Reconcihiation of aperating income to net cash provided
by operating activities
Operating 1ncome % 33319357 £ 8378469 5 - § 41597826
Adjustments to reconcile operating Income to net
cash provided by operating activities
Deprecianon 52,041,478 1,364,863 . 53406341
Bond 155ue expense 972,424 - - 972424
{Increase) decrease 1n asseats.
Accounts receivahle (5,753,698) {55.152) - (5,808,850}
Due from Water and Wastewater Unlity - (234,70%5) 234,705 -
Inventory 109 030 - - 109,080
Prepaid expensas 20,383 - - 20,383
Other current assets {137,773) - - (127,773)
increase {decrease) in hamlities
Accounts pavable {263.378) {361,012) - (624,390}
Other current ltabilihies 2487254 210 - 2487 464
Due to Mumcipal Dramage Utiliay 234,705 - (234,705) -
Accrued vacauon payable 2,079 16,284 - 28,363
Accrued payroll and benefits 41,341 (4,557 - 36,784
Other Post-Employment Benefits 969,336 71,626 - 1,040,962
Self imsurance claims (341.648) - - {341,648)
Net cash provided by operating activities $ 83,710,940 % 9,186,026 S - $ 92,896,966
Noncash myvesting, capital, and financing activities
Contributien 1n ard of construction % 8,122 065 % - b - $ 8122063
Decrease m accounts recervable capital grants (9,327 - - (9,327
Change 1n fair value of investments 14,853 3,686 - 18,532
5 8,127 591 $ 3,686 3 - $ 8131277

The nates 1o the financial statements are an mtegral part of this statement
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

ENTERPRISE FIUINDS

STATEMENT OF CASH FILLOWS

For the Year Ended February 28, 2004

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash recerved from Munioipal Dramnage Unhiny
Cash recerved from Water and Wastewater Utiliey
Environmmental Services foos collected for the City of El Paso
Cash payments to suppliers for goods and scevices
Cash payments to employees for serices
Imvironmental Sarvices fees paid to the City of [l Paso
Payments to City of [ Paso per boad covenants
Cash payments to Mumcipal Drainage Uthty
Cash payments to Water and Wastewater Unlity

Net cash provided by operating activitics

CASH FLOWS FROM CAPITAL AND RELATLDD

FINANCING ACTIVITIES
Proceeds from

Revenue bonds

Premiums received on revenue bonds

Commercial paper
Cash receipts from grants
Acquisiien and construction from capital grants
Acquisition and construction of caputal assets net of disposals
Refunding revenue bonds
Kefunding commercial paper
Poncipal payments on revenue bonds
Interest and fees on revenue bonds and commoreeal paper
IRS tax eredit on Bwld America Bonds
Proncipal payments on land notes payable
Interest payments on notes and other long term debt
Proceeds from sale of assets net of related expenses

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Procecds from the sale and matunties of
Imvestment securitics
Purchase of investment secunties
Interest received on mvestmont sccundics
Net cash uscd by investing acovioes

Nt deerease i cash and cash cquivalents
Cash and cash equivalents

Reginning of vear

I'nd of year

The notes to the financial starements are an mtegral pan of this statement

Water & Wastewarter

Munteipal Drawnage

Unlhity Fund Uty Fund Elimunations Total
§ 81465426 $  1580283% . $ 197,268,265
1,042 321 - (1,042,321) -

- 104 856 (104 856 -
52,511,352 - - 52,511,352
(46,865 900} (4,153 559 - {51,019 459)
(36.773,939) ¢1,138,533) - (37912,472)
(51977487 - - (31977487
(10,484 432) - - {10,484 432)
(104,856} - 104 856 -

- (1,042,321) 1042321 -

88,812 485 Q573,282 - 98,385,767
64,900,000 - - 64,900,000
7,540 7174 - - 7.540,774
27.000,000 - - 27,000,000
1,460 404 - - 1,460 404
(1,182 314) - - (1,182310)
{68,676 431) (5,475993) - (74,152 424)
{40,335 000) - - (40,335,000)
(30,000,000} . . (30,000,000)
(25,100,000 (2359 000) - (27,459.000)
(22.872.177) (2.931,435) - (25.803.612)
221,332 828,171 . 1,049,503
(164 .376) - - {764 376}
(232,508) y - (232.508)
2,262 984 256,593 - 2,519,579
(85,777.308) (9.681,662) - (95 458,.970)
83,681,208 12019402 - 115,700,710
(123 318.773) (40,591 561) - {163 910,334)
140.02¢ 112 766 - 252,795
(39,497 436) (8,459.39)) - (47 956.829)
(36,462 259) (B,567,713) - (45,030,032)
125,770,916 41,924,184 - 167,695,100
§ 89 308 657 b 33356411 ] - $ 122665068
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PUBLIC SERYICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE C1TY OF EL PASO

ENTERPRISE FUNDS
STATEMENT OF CASH FLOWS

For the Year Ended February 28, 2014

Water & Wastewater Municipal Drainage

Utility Fund Lttty Fund Ehminations Taotal
Reconcilianon of operating income to net cash provided
by operating activities
Operating income % 35974 982 3 7.369.350 3 - $ 43344332
Adjustments to reconcile operahng mcome to net
cash provided by operating activities
Depreciation 50,592 530 1,484 740 - 52077279
Bond 1ssue expense 663,001 - . 663091
(Increase) decrease 1n assets
Accounts recervahle {403 817 84,597 - (319,220}
Due from Water and Wastewater Utility - 303,261 (303.261) -
Inventory {207 .683) - - (207 .683)
Prepaid expenses (95.385) . . (95.385)
Other current assets (97.114) - - 97,114)
Increase (decreasa) in habilihes.
Accounts payable 75,939 255812 - 331,751
Other current hawities 1,502,438 15 - 1,502,453
Due to Municipal Drainage Utiity ¢303,261) . 303,261 -
Accrued vacation payable 35,500 11,352 - 46 852
Accrued payroll and benefits 125,486 37.250 - 162,736
Other Past-Employment Benefits 833973 50,995 - B84 968
Retainage payabie on operaling contracts - (24,090) - {24.090)
Self msurance claims 115,797 - - 115,797
Net cash provided by operating astivities % 58 812 485 % 9,573,282 b - $ 98385767
Noncash investing, capital, and financing activities
Contrtbution 1o ard of construction % 12,646 548 % - b - % 126465458
Decrease 1n accounts recervable capital grants {278.094) - - (278,094)
Change in fair value of investments 52721 6,423 - 59,144
3 12,421,175 $ 5,423 < - $ 124273598

The notes to the financial statements are an integral part of this statement
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

NOTES TO FINANCIAL STATEMENTS

February 28, 2015 and 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity - El Paso City Ordinance No. 752, adopted May 22, 1952, established a five-member
board of trustees known as the "Public Service Board” (PSB) which was given the complete
management and control of the city's Water and Wastewater Utility System, and as such a separate
entity known as Public Service Board - El Paso Water Ulilities (EPWU) was created. Ordinance No.
017167 adopted August 11, 2009 increased the number of board members from five to seven. The PSB
consists of the Mayor of the City of El Paso and six residents of El Paso County, Texas. With the
exception of the Mayor, all other trustecs are appointed by the City Council and serve staggered four-
year terms.

EPWU prepares its basic financial statements in conformity with generally accepted accounting
principles promulgated by the Governmental Accounting Standards Board (GASB), and il complies
with the requirements of contracts and grants of agencies from which it receives funds. EPWU’s basic
{inancial statements include the accounts of all EPWU’s operations, and there are no component units
as defined by GASB which are included in EPWU’s reporting entity. However, EPWU is a component
unit of the City of El Paso based upon the selection of the governing authority.

The Enterprise Funds Statements of Net Position and Statements of Revenues, Expenses, and Changes
in Net Position are the financial statements for EPWU as a whele. They report information on both of
EPWU()’s funds after elimination of the interfund activities, payables and receivables. The two funds
of EPWU are the Water and Wastewater Utility Fund and the Municipal Drainage Utility Fund.

Nature of Activities - EPWY provides water, wastewater, and drainage services for the El Paso area
residents. In addition to the water, wastewater, and drainage system revenue, EPWLU receives funding
from local, state, and federal govermnment sources and must comply with the requirements of these
funding source entitics.

During the year ended February 28, 2006, EPWU acquired a municipal golf course and has contracted
a managing agent to operate the facility. The assets, liabilities, and results of operations are inciuded
in these financial statements as part of the Water and Wastewater Utihity.

Fund Accounting - Public Service Board - E1 Paso Water Utilities is comprised of two funds, the Water
and Wastewater Utility and the Municipal Drainage Utility. The funds are accounted for as enterprise
funds, which are proprietary funds. Enterprise funds are used to account for operations that are financed
and operated in a manner similar Lo private business enterprises, where the intent of the governing body
is that the costs (including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges. All activities necessary to
provide such services are accounted for in these funds, including, but not limited o, administration,
operations, maintenance, financing and related debt service, and billing and collection.

EPWU reports the following major enterprise funds:

+ Water and Wastewater Utility - This fund is used to account for the activity related to providing
water and wastewater services to El Paso area residents.

{Continued)
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* Municipal Drainage Utility - This fund is used to account for the activity related to the management
and collection of storm water runoff.

City Ordinance No. 752 established certain "funds" for the Water and Wastewater Utility Fund. These
"funds” are mandatory asset segregation and not funds in the sense of governmental fiscal and

accounting entities with self-balancing sets of accounts. These "funds" are more fully explained in Note
2.

Annual Budget - EPWU prepares, prior to the beginning of each fiscal year, separate detailed
comprehensive annual budgets for the Water and Wastewater Utility and Municipal Drainage Utility
reflecting estimates of revenues and expenses and other requirements for the ensuing fiscal year in
sufficient detail to indicate the probable gross revenues and pledged revenues for such fiscal year. The
budgets are prepared using the accrual basis of accounting and are approved by the Public Service
Board.

Basis of Accounting - The financial statements are prepared using the accrual basis of accounting.
Revenue is recognized as it is earned and expenses are recognized when goods or services are delivered.

In fiscal year 2014, EPWU implemented GASB Statement No. 61, “The Financial Reporting Entity:
Omnibus - an amendment of GASB Statements No. 14 and No. 34, which became effective for reporting
periods beginning after June 15, 2012. As a result, no component units are presented in the financial
statements for the years ended February 28, 2015 and 2014,

In fiscal year 2014, EPWU also implemented GASB Statement No. 65, “ltems Previously Reported as
Assets and Liabilities”, which establishes accounting and financial reporting standards that reclassify
certain items previously reported as assets and liabilities to deferred outflows of resources or deferred
inflows of resources. This statement impacts how EPWU accounts for debt issue costs and gains and
losses associated with debt refunding. Debt issue costs are now expensed but were previously
recognized as assets and amortized. Losses are now categorized as deferred outflows of resources and
gains are categorized as deferred inflows of resources.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues
of EPWLU are charges to customers for sales and services. EPWU also recognizes as operating revenue
the portion of tap fees intended to recover the cost of connecting new customers to the system. In
addition, EPWU acts as a billing and collecting agent on behalf of the City of El Paso for envirenmental
services collection, and an administrative fee is recognized as operating revenue for this service.
Operating expenses include the cost of sales and services, administrative expenses, and depreciation on
capital assets as well as payments to the City of El Paso based upon 10% of water sales. All revenues
and expenses not imecting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is EPWU’s policy to use
restricted resources first, then unrestricted resources as they are needed.

(Continued)
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Use of Estimates - Preparation of these financial statements in conformity with generally accepted
accounting principles requires the use of management’s estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Cash Flows Statement - For purposes of the statement of cash flows, EPWU considers all highly liquid
investments with an original maturity of three months or less when purchased to be cash equivalents.

Investments - All investments with an original maturity greater than one year from date of purchase are
stated at fair value based on quoted market prices as of year end. Investments with an original maturity
of less than one year are reported at amortized cost. Premiums and discounts on investments are
amortized or accreted using the straight-line method, which approximates the interest method, over the
terms of the related securities, It is the intent of management to hold securities until maturity, and the
securities not available within a year after year-end are considered non-current.

Realized gains or losses resulting from the sale of investments are determined by the specific cost of
the securities sold.

Inventory - Materials and Supplies - EPWU reports inventories of supplies at the lower of cost (average
cost) or market. Supplies are recorded as expenses when they are consumed.

Restricted Assets - Based upon certain bond covenants and other requirements, EPWU is required to
establish and maintain prescribed amounts of resources {consisting of cash and temporary investments)
that can be used only to service outstanding debt and other activities specifically restricted (construction
and improvements).

Capital Assets - Capital assets include assets with an individual cost of $5,000 or more and an estimated
useful life in excess of one year. Utility plant and drainage asset additions are recorded at cost, which
includes materials, labor, overhead, and interest capitalized during construction. Overhead consists of
internal costs that are clearly related to the acquisition of capital assets. Assets acquired through
contributions, such as from developers, are capitalized and recorded at estimated fair value as of the date
of donation. Included in capital assets are intangible assets, which consist of purchased water rights and
land easements. It is the policy of EPWU to capitalize infrastructure assets. Maintenance and repairs
that do not add to the value or life of the asset are charged to operating expense. Major plant
replacements are capitalized.

EPWU records depreciation of capital assets in service on the straighi-line method at amounts estimated

to amortize costs of assets over their estimated useful lives. At the time of retirement of capital assets,
the allowance for depreciation is charged with the original cost of the asset and the cost of removal.
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The following estimated useful lives are used in providing for depreciation of capital assets:

Building and shops 25 - 33 years
Vehicles and heavy equipment 5 years
Equipment and tools 3 - 33 years
Water plant 10 - 50 years
Wastewater plant 5- 50 years
Water rights contract 75 years
Drainage system 50 - 100 years

Vacation and Sick Pay - Full time, permanent Public Service Board - El Paso Water Utilities employees
earn vacation leave as follows;

Years Emploved Vacation Leave
1-5 12 days/year

6- 15 17 days/year
Over 15 20 days/year

Permanent EPWU employees who work 40 hours per week can accumulate a total of 400 vacation [eave
hours. As of February 28, 2015 and 2014, EPWU's total vacation leave liability was $3,018,500 and
$2,990,137, respectively,

Vacation payable for the Water and Wastewater Utility is as follows:

2015 2014
Total payable, beginning of year $ 2,881,680 $ 2,846,180
Vacation earned 1,859,803 1,913,241
Vacation used (1,857,724) (1.877.741)
Total payable, end of year $ 2,883,759 § 2.881.680

Vacation payable for the Municipal Drainage Utility is as follows:

2015 2014
Total payable, beginning of year b 108,457 § 97,103
Vacation earned 112,492 76,153
Vacation used (86,208) (64.801)
Total payable, end of year _$ 134,741 % 108,457

Sick leave is earned at a rate of 15 days per year for permanent, full time EPWU employees, with an
unlimited accumulation of days. EPWU does not record any liability for sick pay as employees are not
reimbursed upon termination.

{Continued}
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Vacation is recorded as an expense and related liability in the year earned. Sick pay is recorded as an
expense in the year incurred.

CITY ORDINANCE NO. 752

On May 22, 1952, City Ordinance No. 752 created the Public Service Board - El Paso Water Utilities
for the purposc of providing water and wastewater services that are reported in the Water and
Wastewater Utility Fund. This ordinance authorized the issuance of a series of Revenue Bonds entitled
"City of El Paso, Texas, Water and Sewer Revenue Bonds Series 1952 (the Series 1952 Bonds)," and
the City reserved the right and option in the 1952 resolution to issue, under certain conditions, additional
bonds on a parity as to lien and right with the Series 1952 Bonds. This bond erdinance has been
amended as a result of subsequent bond issues, but still contains the following key covenants.

Ordinance No, 752, as amended, requires that gross revenues of the System be applied in sequence to:
{a) current expenses of maintenance and operations; (b) debt scrvice and reserve requirements; (¢}
capital expenditures, or unexpected or extraordinary repairs or replacements, or for any other lawful
purpose. The following funds have been established to account for the application of the gross
revenues: (i) Water and Sewer Revenue Bonds Waterworks and Sewage Fund; (ii) Water and Sewer
Revenue Bonds Interest and Sinking Fund; (iii) Water and Sewer Revenue Bonds Reserve Fund; and
(iv) Water and Sewer Improvement Fund. All revenues of every nature received through operations of’
the System shall be paid into the Waterworks and Sewage Fund. The Bond Funds are required to
contain an amount of money and investments equal to the principal and interest requirements during the
fiscal year.

Ordinance No. 752 also requires that EPWU maintain rates sufficient to produce or yield revenues to
preduce in each fiscal year an amount adequate to pay all expenses incurred for the operations and
maintenance of the System as such expenses shall acerue during the year and to produce an additional
amount equal to 150% of the aggregate amount required to be paid in such year for principal and
intercst and redemption premiums on bonds payable from the Bond Funds.

Ordinance No. 752 also provides that EPWU will permit no lree water or services to be supplied to the
City or to any other user. However, the ordinance requires that 10% of the total amounts received by
EPWU from the sale of water be paid to the City Treasurer. The money so received by the City
‘Treasurer may be expended by the City under the direction of the City Council for any purpose for
which revenues of the System may legally be used under the laws of the State of Texas.
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CITY ORDINANCE NO. 116668 ESTABLISHMENT OF A MUNICIPAL DRAINAGE UTILITY
SYSTEM

On June 19, 2007, the City of El Paso adopted Ordinance #016668 establishing a Municipal Drainage
Utitity System. The crdinance states that the Public Service Board - El Pase Water Utilities shall have
complete authority and control of the management and operation of the Municipal Drainage Utility on
behalf of the City. The Municipal Drainage Utility is necessary and cssential to ensure that the
management and control of the storm water runoff adequately protects the health, safety, and welfare
of the citizens of the City. EPWUJ assumed full responsibility and control of the Municipal Drainage
Ulitity as of March 1, 2008. City personnel, equipient, and all assets of the Drainage System including
infrastructure and land were transferred to EPWU. EPWU began billing drainage fees 10 fund the
operating and capital expenses of the Municipal Drainage Utility as of March 1, 2008.

The Ordinance further states that the Board shall prepare a Master Stormwaler Management Plan which
shall be approved by the City Council and took effect in March of 2009. [n developing the Stormwater
Plan, the Board shall take into account the use of open space as natural drainage and to the extent
reasonably possible preserve the City’s open spaces, greenways, arroyos and wilderness areas in their
natural state. The Board shall also ailocate an amount equal to 10% of the System’s annual drainage
utility fee revenues for Green Projects which have the potential dual purposes of stormwater
management and preservation of the City’s open spaces, greenways, arroyos and wilderness areas.

Since March 1, 2008, $10,736,486 has been set aside from 10% of revenues for Green Projects and as
of February 28, 2015, $6,604,298 has been spent including the purchase of 202.658 acres for
$2,465,000 on March 31, 2010 and $1,800,000 for eight Park-Pond Conversions throughout the City.

The Ordinance also requires that a drainage utility fee be imposed on each improved parcel within the
City for services and facilities provided by the System, except as to exemptions provided for by law or
by the ordinance. At least once a year beginning with the City’s Fiscal Year ending August 31, 2009,
the Board shall present 1o the City Council a report on the status of the systcm.

Ordinance #016668 also requires that the revenues collected from drainage utility fees must be
segregated and completely ideniifiable [rom other City or Board accounts. The Beard has adopted a

debt service coverage ratio of 1.23 times for all Municipal Drainage Ultility bonds which is included in
the bond ordinances for such bonds.
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CASH, CASH EQUIVALENTS AND INVESTMENTS

The cash, cash equivalents, and investments of EPWU must be deposited and invested under the terms
of a contract, contents of which are set out in the depository contract. EPWLU accepts as coliateral to
secure its deposited funds, to the extent not insured by the Federal Deposit Insurance Corporation
(“FDIC”}, allowable pledged book-entry securities (Eligible Securities} of any type permiited by the
provisions of the Public Funds Collateral Act, Title 10, Chapter 2257 of the Texas Government Code,
which are eligible to be held in a Securities Account at a Federal Reserve Bank under Federal Reserve
Bank Operating Circular 7. The depository bank places these allowable government securities as
collateral for safekeeping and trust with EPW1J's agent bunk in an amount sufficient to protect EPWU
deposits on a day-to-day basis during the period of the contract.

The carying amount of cash for the Water and Wastewater Utility at February 28, 2015 and 2014, was
$13,010,519 and $1,092,787, respectively, and the bank balances totaled $16,788,720 and $4,670,566,
respectively. The carrying amount of cash for the Municipal Drainage Ultility at February 28,2015 and
2014 was $1,931,512, and $244,228, respectively, and the bank balances totaled $3,448,353 and
$372,149, respectively. AsofFebruary 28, 2015, $250,000 of the bank balances were covered by FDIC
and the remaining balance was secured by government securities with a fair value of $22,437,475. As
of February 28, 2014, $250,000 of the bank balances were covered by FDIC and the remaining balance
was secured by government securities with a fair value of $5,377,966.

Cash, cash equivalents and investments for the Water and Wastewater Utility consist of the following:

February 28, 2015

Cash and Cash Eguivalents Investments
(Cash
Cash Equivalents Total

Unrestricted assets _$ 8396760 $ 8496627 $ 16.893.387 $ 17.624,513
Restricted assets

Bond requirements - 36,146,346 36,146,346 27,673,524

Construction and improvements 4,613,759 15,223,783 19,837,542 35,421,245

Total restricted assets 4,613,759 51,370,129 55983 888 63,094,769

Total b 13,010;519 $ 59.866,756 % 72877275 $ 80.719.282
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February 28, 2014

Cash and Cash Equivalents

Investments

Cash

Cash Equivalents Total
Unrestricted assets $ 681,228 $ 11905496 $ 12586724 % 18477618
Restricted assets
Bond requirements - 34,504,077 34,504,077 27,108,072
Construction and improvements 411,559 41,806,297 42217.856 45,933,654
Total restricted assets 411,559 76,310,374 76,721,933 73,041,726
Total $ 1092787 $ 88215870 3% 89308657 _§$ 91519344

Cash, cash equivalents and investments for the Municipal Drainage Utility consist of the following:

Febrvary 28, 2015

Cash and Cash Equivalents Investments
Cash
Cash Egquivalents Total
Unrestricted assets 3 992147 § 1.112276 $ 2.104.423 5 -
Restricted assets
Bond requirements - 4,946,317 4,946,317 2,960,522
Construction and improvements 939.365 23,215,324 24.154,689 15,956,201
Total restricted assets 939,365 28.161.641 29,101,006 18,916,723
Total $ 1.931.512 i£9.2?3,91? $ 31205429 % 18916723
{Continved)
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February 28, 2014

Cash and Cash Equivalents Investments
Cash
Cash Equivalents Total
Unrestricted assets $ (85.953) § 2289015 § 2203062 § -
Restricted assets

Bond requirements - 4,915.4%0 4,915,490 2,452,770
Construction and improvements 330,181 25.907.678 26,237,859 27,710,691
Total restricted assets 330,181 30,823,168 31,153,349 30,163.461
Total b 244228 $ 33,112,183 $ 33,356,411 $ 30.163 461

The Public Funds Investment Act { Government Code Chapter 2256) contains specific provisions
in the areas of investment practices, management reports, and establishment of appropriate policies,
Among other things, it requires EPWU to adopt, implement, and publicize an investment policy. That
policy must address the following areas: {1} safety of principal and liquidity, (2} portfolio
diversification, (3) allowable investments, (4) acceptable risk levels, {5) expected rates of return, (6)
maximum aflowable stated maturity of portfolio investments, (7) maximum average dollar-weighted
maturity allowed based on the stated maturity date for the portfolio, (8) investment staff quality and
capabilities, (9) and bid solicitation preferences for certificates of deposit.

Texas statutes and ordinances of the City of El Paso authorize EPWU to expend funds for the
operatien of EPWU, including the purchase of investments. EPW1 is permitted to invest available
funds in (1) obligations of the U.S. Treasury, certain U.S. agencies, and the State of Texas; (2)
certificates of deposit, (3) certain municipal securities, (4) money market mutual funds, (5) investment
pools, (6) other obligations, the principal and interest of which arc unconditionally guaranteed or
insured by the State of Texas or the United States; obligations of states, agencies, counties, cities, and
other political subdivisions of any state having a rating of not less than A or its equivalent, and (7)
fully collateralized repurchase agreements having a defined termination date and secured by
obligations of the United States or its agencies and instrumentalities.

The Act also requires EPWU to have independent auditors perform test procedures related to

investment practices as provided by the Act. EPWU is in substantial compliance with the
requirements of the Act and with local policies.
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EPW1] participates in TEXPOOL, which is a government investment pool in the State of Texas. The
State Comptroller of Public Accounts maintains oversight responsibility for TEXPOOL. This
responsibility includes the ability to influence operations, designation of management and
accountability for fiscal matters. There is also the TEXPOOL Advisory Board which advises on
TEXPOOL’S Investment policy and approves any fee increases. The Advisory Board is composed
equally of participants in TEXPOOL and other persons who are qualified to advise TEXPOOL,

Federated Investors manage the daily operations of the pool under a contract with the Comptroller.

Although TEXPOOL is not registered with the SEC as investment companies, it operates in a manner
consisient with the SEC’s Rule 2{a)7 of the Investment Company Act of 1940. GASB allows 2(a)7-
like pools to use amortized cost {which exciudes unrealized gains and losses) rather than fair value to
report net assets to compute share price. The fair value of EPWU s position in TEXPOOL. is the same
as the value of TEXPOOL shares.

EPWU also participates in TexSTAR which is an investment service created by local governments for
local governments, TexSTAR was organized in conformity with the interlocal cooperation Act,
Chapter 791 of the Texas Government Code, and the Public Funds Investment Act, Chapter 2256 of
the Texas Government Code, These acts provide for the creation of public funds investment pools
such as TexSTAR and authorize eligible governmental entities to invest their public funds in
investment pools. So long as the Fund continues to utilize amortized accounting, although all
securities are marked to market daily using the fair value method, amortized cost, which generally
approximates the market value of the securities, has been deemed to be a proxy for fair value. The
stated objective of TexSTAR is to maintain a stable §1 per unit net asset value. 'The amortized cost
approximates fair value as of February 28, 2015, Section 2256.016(g)(1) of the Public Funds
Investment Act requires TexSTAR to establish and maintain an advisory board composed of
Participanis in TexSTAR and other persons who do not have a business relatienship with TexSTAR.
Members are appointed and serve at the will of the Board. The names ofthe Advisory Board members
are available on the TexSTAR website at www texstar.org. The business and affairs of TexSTAR are
managed by the Board in accordance with the bylaws {the “Bylaws”). The Bylaws set forth
procedures governing the selection of, and action taken by, the Board. Board oversight of TexSTAR
is mainiained through varicus reporting requirements.

EPWU also participates in the Federally Insured Liquidity Account (FILA) which is amoney market
program that provides next day liquidity and is fully FDIC insured, All banks within the FILA
program are only those classified as “well capitalized” by the FDIC and are carefully screened and
monitored. The current capacity tor FILA is limited to $25 million.

State statutes permit EPWU to enter into certain repurchase agreements, That is, a sale of securities
with a simultaneous agreement to repurchase them in the future at the same price plus a contract rate
of interest. All sales of investments under reverse repurchase agreements must be for fixed terms. In
mvesting the proceeds of reverse repurchase agreements, the terim to maturity of the investments is
the same as the term of reverse repurchase agreement. During [iscal years 2015 and 2014, EPWU did
not enter into any reverse repurchase agreements.
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The Water and Wastewater Utility investments at February 28, 2015 and 2014 are categorized as

surmnmarized below:

February 28, 2015
Maturities Weighted Credit
Avg, Rating Percent
Less than Maturity Standard of Grand

Investment Tyvpe Fair Value ! year 1.5 years {days) & Poor’s Total
Government Investment Pools and Safekeeping

Account
FILA* $ 9219409 $ 9219409 § - ] Not Rated 6 56%
TexPool 10,792,546 10.792.546 - 1 AAA 7 68%
TexSTAR 1,484,505 1,484,505 - 1 AAA 1.06%
Total Pools and Safekeeping 21,496 460 21.496.460 - 15.30%
Mutual Funds
Fidelity Treasucy Money Market

Funds 36,146,346 36,146,346 - 1 AAA 25.71%
Government Money Market Fund 2.223.950 2.223.950 - 1 AAA 1.58%
Total Mutual Funds 38.370.256 38,370,296 - 27.29%
Securities
Municipal Bonds Discounts 1.649.405 199,723 1,449,682 47 AA 117%
Federal Agency Discounts

Overseas Private Investments 1,304,060 . 1,304,060 539 AA 0.93%
Federal Agency Coupons

Federal National Mortgage Assoc. 5.598.838 330,308 5.268.530 422 AA 398%

Federal Farm Credit Bank 3,471,066 - 3.471.066 343 AA 2 46%

Federal Home Loan Bank 8,428,922 2,511,567 5.917.355 229 AA 6.00%

Federal Home Loan Mortgage Corp 2,164,807 - 2,164.807 568 AA 1 54%

Federal Agricultural Mortgage 750,194 - 750.194 257 AA 053%
Corp
Certificates of Deposit ** 29,600,944 240,056 29,360,888 33] Not Rated 21.06%
Municipal Bonds 27.751.046 3.769.609 23981437 2356 AA 19.74%
Total Secuntics 80.719.282 7.05].263 73.668.019 305 57.41%
Portfolio Total $140.586.038 3 66,918.019 § 73.668.019 176 100.00%

* FILA is not rated but is FDIC insured.
** Certificates of Deposit are not rated but are fully collateratized or FDIC insured.
{Continued)
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February 28, 2014

Maturities Weighted Credit
Avg. Rating Percent
Less than Maturity Standard of Grand

Investment Type Fair Value 1 vear 1-5 years (days) & Poor's Total
Government Investment Pools and Safekeeping

Account
TexPool $ 39455983 § 39455983 3§ - l AAA 21.95%
TexSTAR 9.710.100 9.710.100 - 1 AAA 5 40%
Total Pools and Safekeeping 49.166.083 49.166 083 - 27.35%
Mutual Funds
Fidelity Freasury Money Market

Funds 34,504,077 34,504,077 - 1 AAA 19.20%
Gavernment Money Market Fund 4.545.710 4.545.710 - 1 AAA 2.53%
Total Mutual Funds 39,049,787 39,049,787 - 21.73%
Securities
Municipal Bonds Discounts 1,440,561 - 1,440,561 397 AA 0.80%
Federal Agency Coupons

Federal National Mortgage Assoc. 1,253 486 - 1,253,486 903 AA 0.70%

Federal Farm Credit Bank 3319520 500,082 2,819,438 299 AA 1 85%

Federal Home Loan Bank 20,112,674 13,253 426 6,859.248 187 AA 11.19%

Federal Home Loan Mortgage Corp £.420.963 4,103 499 4317404 253 AA 4 69%
Certificates of Deposit * 24,825,798 11.944,071 12,881,727 383 Not Rated 13.80%
Municipal Bonds 32,146,342 4,742 522 37,403,820 329 AA 17.89%
Total Securities 91,519,344 34.543 600 56.975.744 313 50.92%
Portfolio Total $179.735.214  §$122.759470 $ 56975744 161 100.00%

* Certificates of Deposit are not rated but are fully collateralized.
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The Municipal Drainage Utility investments at February 28, 2015 and 2014 are categorized as

summarized below:

February 28, 2015

Matunities Weighted Credit
Avg. Rating Percent
Less than Maturity Standard of Grand

[ovestment Type Fair Value 1 year 1-3 vears {days) _& Poor's Total
Government lnvestment Pools and Ssfekeeping

Account
FILA* $ 15696990 $ 15696990 § - 1 Not Rated 32.57%
TexPool 5532548 5,532,548 - 1 AAA 11.48%
TexStar 3.008.062 3.098.062 - 1 AAA 6.43%
Total Pools and Safekeeping 24,327,600 24.327.600 - 50.48%
Mutual Funds
Advantage Money Market Fund #008 4,546,190 4,546,190 - 1 AAA 9.43%
Government Money Market Fund 400,127 400,127 - 1 AAA 0.83%
Total Mutual Funds 4946 317 4946317 - 10.26%
Securities
Federal Agency Coupons

Federal National Mortgage Assoc. 866.658 748,697 117.961 3n AA 1.80%

Federal Farm Credit Bank 300,198 . 300,198 412 AA 0.63%

Federal Home Loan Bank 1,597,190 1,507.196 89.99%4 171 AA 3.31%

Federal Home Loan Mortgage Corp 455 439 - 455435 240 AA 095%
Certificates of Deposit ** 7.586.906 2.488.000 5,098.5G6 192 Not Rated 15 74%
Municipal Bonds 8.110.332 3,489,779 4,620,553 213 AA 16.83%
Total Securities 18,916,723 8233 672 10,683.051 204 39.26%
Portfolio Total $ 48190640 § 37507589 § 10,683,051 81 100.00%

FILA is not rated but is FDIC insured.
** Certificates of Deposit are not rated but are fully collateralized or FDIC insured.
{Continued)
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4. CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

February 28, 2014

Maturities Weighted Credit
Avg, Rating Percent
Less than Maturity Standard of Grand

Investment Type Fair Value 1 year {-5 years (days) & Poor’s Total
Government Investment Pools and Safekeeping

Aecount
TexPool § 20189350 $ 20189350 § - 1 AAA 3191%
TexStar 8.007.343 8.007.343 - 1 AAA 12.65%
Total Pools and Safekeeping 28.196.693 28 196,693 - 44 56%
Mutual Funds
Advantage Mongy Market Fund #008 4,498,030 4,498 030 - 1 AAA 7.11%
Government Money Market Fund 417,466 417460 - 1 AAA 0.66%
Total Mutual Funds 4.915.490 4.915.490 - 7 17%
Securities
Federal Agency Coupons

Federal National Mortgage Assoc 750,306 750,306 - 14 AA 1.19%

Federal Farm Credit Bank 1,225 555 1,050,097 175458 299 AA 194%

Federal Home Loan Bank 7.283.408 6,113.855 1.169.553 125 AA 11.51%

Federal Home Loan Mortgage Corp 2,156 918 1,755,666 401.252 14] AA 340%
Certificates of Deposit * 10.081.462 6,198,074 3,883,388 308 Not Rated 15 93%
Municipal Bonds 8665 812 2.190.773 6,475,039 232 AA 13.70%
Total Securities 30.163.461 18.058.771 12.104.690 222 47.67%
Portfolio Total § 63275644 § 51.170954 % 12,104,690 107 100.00%

* Certificates of Deposit are not rated but are fully collateralized.

{Continued)
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CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

Credit Risk
Credit risk is the risk of loss due to failure of an issuer not fulfilling its obligations.

EPWU minimizes credit risk by limiting investiments to the safest types of securities as authorized by
it’s investment policy and described on page 49, and by pre-qualilying the financial institutions and
broker/dealers with which EPWU will do business with.

Concentration of Credit Risk
Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment
in a single issuer.

EPWU minimizes concentration of credit risk by diversifying the investment portfolio so that potential
losses on individual securities will be minimized. In addition, they also invest in securities with varying
maturities, and are continuously investing a portion of the portfolio in readily available funds such as
local government investment pools (LG1Ps) and money market funds.

Diversification by investment type shall be established by the following maximum percentages of
investment type to the total EPWU portfolio:

U.S. Government Securities 100%

State, Agencies, Counties, Cities, and other 50%

Certificates of Deposit 50%

Money Market Mutual Funds 80%

Eligible Investiment Pools 100%
Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial
institution, EPWU will not be able to recover deposits or coilateral securities that are in the possession
ofan outside party. For investments, the custodial credit risk, is the risk that, in the event of the failure
of the counterparty to a transaction, EPWU will not be able to recover the vaiue of the investment or
collateral securities that are in the possession of an outside party.

EPWU minimizes depository custodial credit risk by depositing and investing under the terms of a
contract, contents of which are set out in the depository contract. The depository bank places approved
pledged securities for safekeeping and trust with EPWU’s agent bank in an amount sufficient to protect
EPWU funds on a day-to-day basis during the period of the contract, The pledge of approved securities
is waived only to the extent of the depository bank’s dollar amount of Federal Deposit Insurance
Corporation (“FDIC”} insurance.

(Continued)
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CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

EPWU minimizes investment custodial credit risk by requiring that all collateral securities be held by
a third party institution. EPWU requires full collateralization of all EPWU investments, other than
investments which are obligations of the U.S, government and its agencies and instrumentalities, or by
the Federal Reserve Bank, except the collateral for certificates of deposits in banks. The collateral for
certificates of deposits in banks will be registered in EPWU’s name in the bank’s trust department or,
altematively, in a Federal Reserve Bank account in EPWLI’s name.

Interest Rate Risk
Interest rate risk is the risk that changes in the market interest rates will adversely affect the fair value
of investments.

EPWU minimizes interest rate risk by structuring the investment portfolio so that securities mature to
meet cash requirements for ongoing operations, thereby avoiding the need to sell securities on the open
market prior to maturity. It is also minimized by investing operating funds primarily in shorter-term
securities, money market mutual funds, or similar investment pools. The core of investments are limited
to relatively low risk securities in anticipation of eamning a fair return relative to the risk being assumed.
The operating funds portfolio should have a weighted average maturity less than 270 days with a
maximum of two years.

Foreign Currency Risk
Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of
an investment or a deposit.

EPWU does not directly invest in foreign securities; however, the escrow accounts money market fund
might invest a minimal amount of the fund’s portfolio in foreign securities.

RECEIVABLES

No reserve has been provided for doubtful accounts as EPWU charges directly to income those accounts
determined to be uncollectible. The accounts written off for the Water and Wastewater Utility during
the vears ended February 28, 2015 and 2014, totaled $581,330 and $567,104, respectively. The write-
off for the Municipal Drainage Utility for fiscal year ending February 28, 2015 and 2014, totaled
$46,168 and $44,861, respectively. Management is of the opinion that any additional losses resulting
from the collection of notes and accounts receivable will not be material,

The Public Service Board - El Paso Water Utilities uses the cycle method of billing customers for
services. Under this method, customer billings are made by specified cycles established for the service
area and each cycle billed on a specific day each month. For financial reporting purposes, billings made
in March which relate to services provided for the month of February are included in customer accounts
receivable as unbilled charges. These amounts are summarized as follows for the fiscal years included
in the accompanying financial statements:

{Continued)
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RECEIVABLES (Continued)

2015 2014
Water and Wastewater Utility
Water $ 2,412,809 § 2,221,352
Wastewater 2,304,037 1,987,671
Total unbilled accounts receivable $ 4,716,846 3 4,209,023

INTERFUND BALANCES AND CHARGES

Interfund Balances - The following interfund balances are the result of normal operations and are
periodically cleared out. Management intends to pay these balances within one year.

February 28, 2015

Due From Due to
Other Funds Other Funds
Water and Wastewater Ultility $ - $ 270,840
Municipal Drainage Utility 270,840 -
Total § 270840 § 270,840

February 28, 2014

Due From Due to
Qther Funds Other Funds

Water and Wastewater Utility h - $ 36,135
Municipal Drainage Utility 36,135 -
Total $ 36,135 & 36,135
(Continued)
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INTERFUND BALANCES AND CHARGES (Continued)

Interfund Charges - The following eliminations were done in order to eliminate duplicate transactions
at the overal! entity level for revenue and expenses between the two funds.

February 28, 2015
Water and Municipal
Wastewater Drainage
Utility Utility
Drainage fee revenue 3 - $ 104,792
Rent Revenue 24,000 -
Operation and maintenance - drainage 5,367
Operations and maintenance - water and reclaimed water (70,925) -
Operations and maintenance - wastewater (52,474} -
General, administrative and engineering 1,182,240 -
Indirect cost allocation - {1,193,000)
Total $ 1082841 $ (1,082841)

February 28, 2014

Water and Municipal
Wastewater Drainage
Utility Utility
Drainage fee revenue $ - $ 104,856
Rent Revenue 24,000 -
Operation and maintenance - drainage - 7,417
Operations and maintenance - water and reclaimed water (72,975} -
Operations and maintenance - wastewater (52,474) -
General, administrative and engineering 1,294,176 -
Indirect cost allocation - (1,305,000)
Total $ 1192727 § (1,192.727)

Indirect Cost Allocation - The indirect cost allocation from the Water and Wastewater Utility to the
Municipal Drainage Ultility is to pay for indirect costs that the Water and Wastewater Utility incurs
related to the general and administrative functions to manage the Municipal Drainage Utility. For fiscal
years 2015 and 2014, the revised budgeted and actual indirect cost were $1,193,000 and $1,305,000,
respectively. During the budget process the indirect cost allocation will be adjusted based on estimated
indirect costs.

(Continued)
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7.  WATER AND WASTEWATER UTILITY GOVERNMENT GRANTS RECEIVABLE

The Water and Wastewater Utility had $500,136 and $509,463 in government grants receivable for
years ended February 28, 2015 and 2014,

Government Grant Projects 2015 2014
Federal Grants
North Central Reclaimed - EPA#XP96638401 $ 285,173 ¢ 25,599
Leak Detection - USBR#R12AP40018 - 80,000
Advanced Purification - Bustamante - USBR

HRI14APO0106 81,551 -

Nen Federal Grants
Desalination Concentrate Management - WaterReuse

Foundation WRF11-09 - 35,641
Turf Estates Construction - TWDB - 310,548
Canutillo 1" Time Users Area 1 - TWDB 19,957 16,609
Canutillo 1 Time Users Area2 - TWDB 435,372 41,066
Canutillo 1¥ Time Wastewater Area 1&2 TWDB 36,808 -
Montana Vista Collector - TWDRB 31,275 -

Totals 3 500,136 § 509.463
{Continued)
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February 28, 2015 and 2014

Components of the capital assets for the Water and Wastewater Utility are summarized as follows:

Utility plant. not being depreciated:
Land and right-of-way
Land not in service
Construction work 1n progress

Total utility plant, not being depreciated

Utility plant and wmgation water nghts
being depreciated:
[trigation water nghts contracts
Buildings and shops
Vehicles
Equipment and tools
Water system
Wastewater system

Totat utility plant, being depreciated:

Less accumulated depreciation for.

Trrigation water rights contracts
Buildings and shops

Vehicles

Equipment and tools

Water system

Wastewater system

Total accumutated depreciation

Total utility plant and urigation water
nights bemg depreciated, net

Utility plant

Beginaing Ending
Balance Balance
03/01/2014 Additions Transfers Deletions 02/28/2015

§ 692201 3§ 49940 § 179210 % - 3 191351
64.067,002 - 1,402,205 109,645 65,359,562
119354839 92,041,510 (44,096,623} - 167.299.726
190,384,042 92.091.450 (42,515.208) 109.645 239.850.639
9.385.840 436.771 - - 9842611
14,73%.767 - 954 81) - 15,694 578
15.900.779 38.900 1.752.884 640,493 17,052,070
36.781.240 18.255 3.839,798 259,665 40,379,628
993.043.101 10,640,585 29575850 5304892 1,027 354 684
732.073.486 4,640,229 6,391,825 418411 742,694,129
1,.801.924.213 15,794,740 42,515,208 6,616,461 1,853.617.700
(1.004.151) (128,190) - - (1.132.341)
(8.793.594) {644,547) - - {9.438.141)
{13.554,980) (975.821) - (640.493) (13.890,378)
(31.334.050) (1.624,526) - (259.665) (32,698,911)
(403.700.735) (28.727.074) - {5.304,892) (427,122917)
(350.893.959) (19.941.250) - (411.411) {370,423, 798)
{809,281 469) (52.041.478) - {6616.461) {854,706.486)
992,642,744 (36,246,738) 42,515,208 - 998911214
$1.183.026,786  § 55844712 § - 5 ___100.645  §1.238761853

Total depreciation charged to operations for the year ended February 28, 2015 was $52,041,478.

Land not in service is essentially unimproved land that EPWU has purchased for its surface and ground
water rights. EPWU owns a total of 101,758.42 acres of land which includes 26,211.29 acres in El Paso
County, 74,678.68 acres in Hudspeth, Presidio, Jeff Davis, and Culberson County, and 868.45 acres in

New Mexico.
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Utility plant, not being depreciated.
Land and right-of-way
Land not in service
Construction work in progress

Total utility plant, not being depreciated:

Utility plant and imgation water nights
being depreciated:
Trrigation water rights contracts
Buildings and shops
Vehicles
Equipment and tools
Water systeim
Wastewater system

Total utifity plant, being depreciated-

Less accumulated depreciation for
Irrigation water rights contracts
Buildings and shops
Vehicles
Equipment and tools
Water system
Wastewater system

Total accurnulated depreciation

Total wtility plant and irrigation water
rights being depreciated. net

Utility plant

February 28, 2015 and 2014

Beginning Ending
Balance Balance
03/01/2013 Additions Transfers Deletions 02/28/2014

6917180 § - 3 45021 3 - $  696220]
64.086,779 - - 19.777 64,067,002
58,084,002 71,647,676 (10.376.839) - 119,354 839
129.087.961 71.647.676 (10,331.818) 19.777 190,384,042
9.131,221 254,619 - - 9,385,840
14,739.767 - - - 14739767
15,808,062 - 377.482 284,765 15,900,779
36,287,193 60,078 683.508 249.539 36,781,240
975.899.620 11.775.352 6,791.390 1.423.261 993,043,101
721.786.096 7.820.346 2.479.438 12,394 732,073,486
1.773.651.959 19.910.395 10.331.818 1.969 950 §.801924 213
(880.704) (123.447) - . (1.004,151)
(8.183,700) (609.894) - - (8,793,594)
(13.038.813) (800.,932) - (284,765} (13,554,980}
(30.088,338) (1.495,25]) - (249.539) (31,334,050}
(377.697.075) (27.426.921) - (1.423.361) (403,700.735)
(330.770,259) {20.136.094) - (12.394) (350.893.959)
(760.658.889) (50,592.539) - {1.969.959) {809,281 469)
1,012.993 070 {30.682.144) 10.331.818 - 992.642. 744
$1,142.081031 § 40965532 § - 3 19,777 $1,183.026.786

Total depreciation charged to operations for the year ended February 28, 2014 was $50,592,539.

Included in capital assets of the Water and Wastewater Utility are assets for the Desalination Plant and
related activities and the TecH20 Center which are owned and operated by EPWWU and are located on

Fort Bliss land for which EPWU has a long term land lease.

depreciated over the economic life.

(Continued)
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8. CAPITAL ASSETS (Continued)

Components of the capital assets for the Municipal Drainage Utility are summarized as follows:

Drainage Work in Progress, not bemng
depreciated:
1.and and right of way
Construction work in progress

Total drainage Work in Progress.
not being depreciated.

Drainage System, being depreciated:
Dramage implementation costs
Buildings and shops
Vehicles
Equipment and tools
Drainage svstem

Total Dranage system, being depreciated

Less accumulated depreciation for:
Drainage implementation costs
Buildings and shops
Vehicles
Equipment and tools
Drainage system

Total accumulated depreciation

Total Drainage System. being
depreciated, net

Drammage System

Beginning Ending
Balance Balance
03/01/22014 Additions Transfers Deletions 02/28/2015
$ 6601105 3§ 32379 3 3183671 3 - $ 09817155

9.976.295 21,173,955 (8.600.838) - 22549412
16,577.400 21.206,334 (5,417,167} - 32366567
544,106 - - - 544.106

96.718 - - - 96,718
4,356,504 - 791,788 117,700 5.030.592
1.052,648 . - - 1.052.648
53.948.690 239 802 4.625.379 - 57.813.871
58 998 666 239802 5.417.167 117,700 64.537.935
(544.106) - - - (544,106}
(16.546) (3.870) - - (20.4156)
(3.973.505) (196,571) - (117.700) (4,052.376)
(862.364) (40.391) - - (902,755)
(3.834.777) (1.124.031) - - (4958 BOR)
{9.211.298) (1,364.863) - (117.700} (10.478.461)
49.767.368 {1,125061} 5.417.167 - 54.059.474
$ 66344768 § 20081273 § - $ - $ 86,426,041

Total depreciation charged to operations for the year ended February 28, 2015 was $1,364,863.
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Drainage Work in Progress, not being
depreciated:
Land and nght of way
Construction work in progress

Total drainage Work in Progress,
not being depreciated.

Drainage Systern, being depreciated
Drainage implementation costs
Buildings and shops
Vehicles
Equipment and tools
Drainage system

Total Drainage system, bemg depreciated:

Less accumulated depreciation for:
Drainage implementation costs
Buildings and shops
Vehicles
Equipment and toois
Drainage system

Total accumulated depreciation

Total Drainage System. being
depreciated, net

Drainage System

February 28, 2015 and 2014

Beginning Ending
Bajance Balance
03/01/2013 Additions Transfers Deletions 02/28/2014
$ 4852158 % - $ 1748547 % - 3 6601105
18626370 5,096,545 {13.746.620) - 9.976.205
23478528 5.096.545 (11.997.673) - 16,577 400

544,106 - - - 544 106

97.920 - - 1.202 06,718
4343704 - 12,300 - 4,356,504
1.011.956 40.692 - - 1.052.648
40,404,635 559,182 11,984,873 - 52,948 690
46.402.321 599 874 11.997.673 1.202 58.998 666
(474,609} (69.497} - - (544,106)
(13,856) (3.892) - (1,202) {16.546)
(3.545,768) (427.737) - - (3.973,505)
(B28.687) (33,677) - - (862,364)
(2,884 840) (949.937) - - (3.834.777)
(7,747.760) {1,484 740} - {1,202) {9.231.798)
38.654.561 (884,866} 11,997,671 - 49.767.368
§ 62,133089 § 4211679 3§ - ) - $ 66,344,768

Total depreciation charged to operations for the year ended February 28, 2014 was $1,484,740.
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CAPITAL ASSETS (Continued)

Water and Wastewater Utility construction work in progress at February 28,2015 and 2014, composed

of the following:

Water Projects

Paisano Water Line Replacement Project - Construction
Emergency Back-Up Power

Weli Construction, Plugging & Test Holes

Advance Water Treatment Plant - Engineering

Montana North 30-Inch Water Trans Line/6.1 MGD Pump Station-
Construction

Montana North Pump Station - Construction

Paisano Waterline Replacement Project - Engineering

Mesa Street 24-Inch Water Transmission-Construction

Economic Dispatch System

JDF Injection Test Well

Northeast Franklin 24-Inch Water Line - Construction

Jonathan Rogers Water Treatment Plant 80 MGD Expansion-Construction
Country Club Road Water Line Replacement - Construction
Disinfection By-Product Rule/Surface Water Rule

Eastside Planned Service Area Extension of Water Lines at Paseo Del Este
Montwood Drive Project

GLO Well Drilling Project

Canal 54-Inch Discharge Line Pump Station

Water Resource Plans

Pershing 16-Inch Transmission Main - Construction

Other Water Projects Under $1,000,000

Subtotal - Water Projects

(Continued)
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February 28, 2015

Cost Incurred

Estimated Cost To Date

3 29007469 §  28.756.396
25,507,633 8,759,426
20,339.375 17.842,225
5.377.584 374,011
3.300,000 2,800.564
3,300,000 2,260,156
2.827.906 2.477.180
2.660.000 2,523,485
2,356,655 2,184,586
2,194,000 2.109.413
2,023,768 2.000.868
1,850,000 1,222,428
1,725,000 861,472
1,704,105 1.566.,681
1,676,201 1,526,958
1,356,550 801,127
1,300,000 23872
1,070,000 965.260
1.068,962 608,529

1,020,000 -
36,404,355 18.474,009
148.069.563 98.138.646
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8. CAPITAL ASSETS (Continued)

February 28, 2015

Cost Incurred

Estimated Cost To Date

Wastewater Projects
Eastside Interceptor Phase V - Construction 19,824,510 19,139,575
Lower Valley Interceptor Emergency - Constructicn 8.635.821 8,057,304
William Beaumont Army Medical Center Offsite Sanitary Sewer-
Construction 4,405,967 1,408 843
Haskell Street Odor Control - Construction 3.005,114 1.053,222
Country Club Road Sewer Line Replacement 2,850,000 1,936,412
Process Automation SCADA - Sewer 2.406,297 1,876,046
Mowad Interceptor Line - Construction 2.391,781 2,390,920
Wastewater Master Plan 2,170,000 1,889,678
Montwood Lift Station Phase 1l - Construction 2,100,000 1,085
Northwest Filter Retrofit 1,910,000 140,735
Haskell R. Street Primary Clarifier Rehab 1,850,000 136,810
Eastside Interceptor Phase V - Engineering 1,769,407 1,677,100
Routine Lift Station Rehab 1,496,000 1.089.177
Cottonwoed Collector - Construction 1.462.182 115,842
Canutillo Bosque Wastewater LS/FM - Construction 1.446.233 12,335
Northwest WWTP Odor Control - Construction 1,300,000 1.104.151
Montana East Wastewater System and Lift Station - Construction 1.462.377 1,462,377
Doniphan 24-Inch Collector Reach I and 3 Rehabilitation - Construction 1,280,501 1,136,291
Other Sanitary Sewer Interceptors at Tierra Del Este Area 8 - Construction 1,162,388 684,830
Plant Emergencies/Small Upgrades 1.010,931 985.342
Loop 375/1-10/Franklin Mountain State Park Sewer Main - Construction 1,000,000 711,674
Other Sewer Projects Under $1,000,000 18,974,234 10,055,711

Subtotal-Wastewater Projects 83.913.743 57,065,460
Rectaimed Water Projects
Haskell North Central Reclaimed Water System 13,199.253 8,029,212
Bustamante WWTP Effluent Line to Rio Bosque Wetlands Park-
Construction 1,385,000 1,174,206
Bustamante WWTP Indirect Potable Re-use Pilot Testing - Engineering 1,139,455 841,066
Other Reclaimed Projects Under $1,000,000 3,548,283 2,051,136

Subtotal - Reclaimed Water Projects 19.271.991 12,095,620

Totals <3 251,255.297 3 167,299,726
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CAPITAL ASSETS (Continued)

Water Projects

Paisano Water Line Replacement Project - Construction
Emergency Back-Up Power

Well Construction, Plugging & Test Holes

Well Drilling and Equipping - Plugging - Testhole Drilling
Replacement Leak Detection System

Partello Street 30-Inch Water Transmission Line - Construction
Emergency Drought Wells Project

Economic Dispatch System

Paisano - Racetrack to Sunset Water Line Replacement Project -Engineering

Mesa Street-Fountain to Crestmont 24-In Water Transmission-Construction

Vista Del Sol Pump Station - Construction

JDF Injection Test Well

Spur 1966 Water Line Relocations

Disinfection By-Preduct Rule/Surface Water Rule

Eastside Planned Service Area Extension of Water Lines at Pasec Del Este

Activated Carbon for JRWTP and/or Canal Plant

Montwood Drive Project

Eastside Planned Service Area - Peliicano - Sunfire to Aircoupe 24-Inch
Water Line - Construction

Pershing Drive Magnolia to Raynor 16-Inch Transmission Main-
Construction

Country Club Road Water Line Replacement - Construction

Other Water Projects Under $1,000,000

Subtotal - Water Projects

Wastewater Projects

Eastside Interceptor Phase V - Construction

Lower Valley Interceptor Emergency - Construction

Mowad Interceptor Line - Construction

Country Club Road Sewer Line Replacement

Wastewater Master Plan

Eastside Interceptor Phase V - Engineering

Northwest WWTP Qdor Control - Construction

Other Sanitary Sewer Interceptors at Tierra Del Este Area 8 - Construction
Loop 375/1-10/Franklin Mountain State Park Sewer Main - Construction
Other Sewer Projects Under $1,000.000

Subtotal-Wastewater Projects

(Continued)
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February 28, 2014

Cost Incurred

Estimated Cost To Date
28172469 3 26.467.359
25,507,633 2,728,164

8.033.975 5.192,694
4,156,613 4,048,386
4,000,000 660,599
3,663,923 3,453,803
3,452,360 3,267,172
2,756,655 1,726,855
2.734.906 2,364,396
2.015,000 423,220
2,014,166 2,014,165
1.850,000 1,232,800
1,733,292 866.646
1,704,105 1,507,538
1,676,201 1,507,341
1.480,000 -
1,179,988 652,133
1,035,982 778,556
1.020.000 -
1.000,000 58.946
34,147,201 15.632.457
133,334.465 74,583,230
21,070,003 10,917,023
8.777.372 7,385,017
3.577.046 1.644.942
2,650,000 203414
1,900,000 1,469,053
1.609.407 1,055,461
1,300,000 151.729
1,162,388 591.855
1.000,000 585.240
23,502,151 10,520,706
66,548,367 34,524 440




PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

NOTES TO FINANCIAL STATEMENTS

February 28, 2015 and 2014

8. CAPITAL ASSETS (Continued)

February 28, 2014

Cost Incurred

Estimated Cost To Date
Reclaimed Water Projects
Haskell North Central Reclaimed Water System 15,415.712 7,559,232
Bustamante WWTP Indirect Potable Re-use Pilot Testing - Engineering 4,210,622 144,745
Northwest and Bustamante Reclaimed WTP - Construction 4,093,549 -
Rio Bosque Wetlands Pipeline 2,450,000 96,768
Northwest WWTP Reclaimed Water Tank - Construction 2,336,949 -
Newman 2500 GPM Reclaimed Pump Station & 16-Inch Reclaimed
Transmission Line - Construction 2,090,000 -

Northwest Reclaimed Water Facility Phase 11-D - Construction 1,878,660 225,497
Painted Dunes Golf Course Irrigation System Improvements - Constructicn 1,600,600 1,820
Haskell Street WWTP/Central - Delta Line - Construction 1,448,997 -
(Other Reclaimed Projects Under $1,000,000 4.416.578 2,219,107

Subtotal - Reclaimed Water Projects 39.941,067 10.247.169

Totals $ 239823903 % 119.354,.839

(Continued)
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February 28, 2015 and 2014

CAPITAL ASSETS (Continued)

Municipal Drainage Utility construction work in progress as of February 28, 2015 and 2014 composed

of the following;:

Drainape Projects
Cebada Force Main at Piedras/Magnolia - Construction
Cebada Pump Station at Piedras/Magnolia - Construction

Northeast Channel 2 Phase 2 Improvements - Construction

Austin Ponds Improvements - Construction

Gateway West Stormwater Retention Pond - Engineering
Cebada Pump Station at Piedras/Magnolia - Engineering
Various Localized Flooding Projects

Cebada Force Main at Piedras/Magnolia - Engineering
Gateway West & East Pond Expansion - Engineering
Pico Norte Pond Expansion/Rehab - Construction
Marenci Pond Phase 1B - Construction

Austin Ponds - Engineering

Other Drainage Projects Under $1,000,000

Drainage Projects
Cebada Force Main at Piedras/Magnolia - Construction

Cebada Pump Station at Piedras/Magnolia - Construction
Various Open Space Projects/Park Ponds

Doniphan Ditch Improvements - Construction

Flow Path 20 Dams - Construction

Gateway West Storm Retention Pond - Construction
Cebada Force Main at Piedras/Magnolia - Engineering
Morenci Pond - CE4 Phase IB - Construction

Variows Localized Flooding Projects

Cebada Pump Station at Piedras/Magnolia - Engineering
Other Drainage Projects Under $1,000,000

(Continued)
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February 28, 2015

Cost Incuired

Estimated Cost To Date

$ 12,528.664 % 4039922
11,660,000 3,180,814
4.483.343 28,866

2,800,000 -
2.335.837 2.332.171
2,031,723 1.456,396
1,834,584 1,563,281
1,350,000 [,180,093
1,240,949 1,062,609
1.160.000 38,131
1,150,000 1,046,287
1,082,850 827.677
14,371,636 5,793,163

5 58020586 § 22.549412

February 28, 2014

Cost Incurred

Estimated Cost To Date
$ 11586329 & 1,281

16,333,285 -
6417616 7.483
4.450,000 746.752
3.150,000 669
1,274,680 1,069,187
1,229,054 835,628
1.150,000 469,290
1,053,462 762,921
1,045,000 895,607
13.238.190 5,187,477
$ 54927616 $ 9.976.295




PUBLIC SERVICE BOARD - EL PASQO WATER UTILITIES

A COMPONENT UNIT OF THE CITY OF EL PASO

NOTES TO FINANCIAL STATEMENTS

9. LONG-TERM LIABILITIES

February 28, 2015 and 2014

Long-term activity for the Water and Wastewater Utility for the years ended February 28, 2015 and
2014 were as follows:

Water and Wastewater Utility:
Water and Sewer Revenye Bonds
Unamortized premiums net of

discounts
Land notes pavabls
Commercial Paper payable
Other governments pavable
Other Post Employment Benefits
Self insurance claims
Accrued vacation

Total Long-term liatilities
Water and Wastewater Utility

Water and Wastewater Utility:
Water and Sewer Revenue Bonds
Unamortized premittms niet of
discounts
Land notes payable
Commercial Paper pavable
Other governments payable
Other Post Employment Benefits
Self insurance claims
Accrued vacation

Total Long-term liabilities
Water and Wastewater Utility

69

Beginning Ending
Balance Balance Due Within Long-term
03/01/2014 Additions Reductions 02/28/2015 One Year Portion
$ 492250000 $ 131650000 $ 141595000 $ 482305000 § 27345000 $ 454960000
35001162 17.562.668 5,042 825 47521005 2,821,377 44 699,628
4,159,087 - 752.693 3.406.394 790,328 2.616.066
5,000,000 30,000,000 25,000,000 10,000,000 - 10,000,000
2,760,792 - 128932 2,631,860 134.854 2,497,006
6,720,592 969,336 - 7,689,928 - 7.689,928
1384915 3.988.848 4,330,496 1.043.267 295,060 744,207
2881680 1.859.803 1.857.724 2,883,759 1,794,440 1.089.319
§ 550,158228 5 186030655 % 178707670 8 557481213 § 33.185059 % 524296 154
Restated
Beginning Ending
Balance Balance Due Within Long-term
03/61/2013 Additions Reductions 02/28/2014 One Year Portion
3492785000 3 64900000 3 65435000 3492250000 § 25.150.000 § 467,100,000
30.496,030 8,075,464 3.570.332 35,001,162 2273256 32727906
4,923,463 - 764.376 4,159,087 752,693 3.406,394
$.000,000 27,000,000 30,000.000 5,000,000 - 5.000.000
2,884,060 - 133268 2,760,792 128.931 2,631 861
5.886.619 833973 - 6,720,592 - 6,720,592
1.269.118 3,763,153 3.647356 1.384,915 836.027 548 888
2.846.180 1,913,241 1,877 741 2,881,680 1.749.273 1,132.407
$ 549090470 _ 3 106485831 3 105418073 ¥ 550158228 § 30.890.180 3 519.268.048
(Continued)
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NOTES TO FINANCIAL STATEMENTS

February 28, 2015 and 2014

9.  LONG-TERM LIABILITIES (Continued}

Long-term activity for the Municipal Drainage Utility for the years ended February 28, 2015 and 2014

were as follows:

Beginning Ending
Balance Balance Due Within Long-term
03/01/2014 Additions Reductions 02/28/2015 One Year Portion
Municipal Drainage Utility:
Drainage Revenue Bonds $ 63384000 § - § 2524000 3 60860000 § 2644000 § 58.216.000
Unamortized premiums net of
discounts 832,667 - 46.259 786.40% 46,259 740.149
Accrued vacation 108.457 112,492 86,208 134,741 70,324 64417
Other Post Employment
Benefits 196,987 71,626 - 208613 - 268,613
Total Long-term liabilities
Municipal Drainage Utility §_64522111 3 184,118 § 2636467 § 62049762 3 2,760,383 3 59.289.179
Begimning Ending
Balance Balance Due Within Long-term
03/01/2013 Additions Reductions 02/28/2014 One Year Portion
Municipal Drainage Utility:
Drainage Revenue Bonds $ 65743000 % - $ 2359000 $ 63384000 § 2524000 % 60860000
Unamertized premiums net of
discounts 878.927 - 46,260 832.667 46259 786.408
Accrued vacation 97,105 76.153 64,801 108.457 58,633 49.824
Other Post Employment
Benefits 145,992 50,995 - 156,987 - 156,987
Total Long-term liabilities
Municipal Drainage Utility 3 66865024 § 127.148  § 2470061 3 64522111 § 2628892 § 61893219
{Continued)
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February 28, 2015 and 2014

10. REVENUE BONDS

Water and Wastewater Utility
Water and Sewer Revenue Bonds payable for the Water and Wastewater Utility Fund, in the amount

of $482,305,000 and $492,250,000, as of February 28, 2015 and 2014, respectively, are equally and
ratably secured by and payable from an irrevocable first lien on and pledge of the net revenue of the
Water and Wastewater Utility Fund which is presented in Note 14. The pledge of net revenue is in
effect until the bonds are extinguished. The Revenue Bonds payable as of February 28, 2015 and 2014
inciude the following individual issues:

Amounts Amounts
Outstanding Retired/ Outstanding ~ Due Within
2/28/14 Issued Refunded 2/28/15 One Year

$8,000,000 1990B Series due in annual
installments of $1,600,000, with interest
at 0%. Final payment due in 2017, $ 6400000 % - $ 1600000 $ 4800000 $ 1,600,000

$1.000.000 2003A Series due in annual
installments of $50,000 with interest at
0%. Final payment due 2024. 550,000 - 50,000 500,000 50,000

$10,000,000 2003B Series due in annual
installmernts of $5.000 with interest due at
3.29%. Refunded $9.955.000 with the
2012A Bonds. 5,000 - 5,000 - -

$36,070,000 2004 Series with one more
installment of $1,940.000 with interest
due at 5%. Refunded $23,870,000 with
the 2012 A Bonds,
1,940,000 - 1,940,000 - -

$14,360,000 2004 A Series with one more
installment of $630.000 with interest due
at 5%. Refunded $9.550,000 with the
201 2A Bonds.
630,000 - 630,000 - -

$45.660,000 2005 A Series with one mote
installment of $1.075.000 with interest
due at 5%. Refunded $40,335,000 with
the 2014 Bonds. Final payment due in
2015. 2,095,000 - 1,020,000 1,075,000 1,075,000

$36,515,000 2005B Series with one more
installment of $5,365,000 with interest
due at 5.25%. Refunded $26,430,000
with the 2015 Bonds. Final payment due
in 2015, 33,590,000 - 28,225.000 5.365,000 5,365,000

(Continued)
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NOTES TO FINANCIAL STATEMENTS

February 28, 2015 and 2014

REVENUE BONDS (Continued)

$10,000,000 2005C Series with one more
installment of $465,000 with interest due
at 3.10%. Refunded $6,245 000 with the
2015 Bonds. Final payment due sn 2013,

$37,745,000 2006 Series due in annual
installments of $325,000 to $845,000
with interest due at 4% to 5%. Refunded
$10,555,000 with the 2013 Bonds. Final
payment due in 2030,

$45,200,000 2006 A Series with one more
installment of $3.350,000 with interest
due at 5%. Refunded $21.010,000 with
the 2015 Bonds. Final payment due in
2015.

$35,500,000 2007 Series due in annual
installments of $1,725,000 to $1,910,000
with interest due at 5%. Refunded
$25,320.000 with the 2015 Bonds. Final
pavment due 2017.

$30,520,000 2008 Series due in annual
instaltments of $450,000 to $970,000
with interest due at 3.63% to 5%. Final
payment due 2033,

$14,000,000 20084 Series due in annual
installments of $720,000 to $1,175.000
with interest due at 2.50% to 3.95%.
Final payment due 2029.

£22,000,000 2008B Series due in annual
installments 0f $1,135,000 to $1,850,000
with inferest due at 2.50% to 3.95%.
Final payment due 2029,

$35,000,000 2008C Series due in annual
installments of $1,540,000 to $1,785,000
with inferest due at 5%. Refunded
$26,885,000 with the 2015 Bonds. Final
payment due 2018,

Amounts Amounts
Quitstanding Retired/ Outstanding ~ Due Within
2/28/14 Issued Refunded 2/28/15 One Year
7,160,000 - 6,695,000 465,000 465,000
19,276,000 11,335.000 7,935,000 810,000
27,535,000 . 24,185,000 3,350,000 3,350,000
32,415,000 - 26,965,000 5,450,000 1,725,000
13,005,000 - 430,000 12,575,000 450,000
13,980,000 - 5,000 13,975,000 720,000
21,980,000 - 5.000 21,975,000 1,135,000
35,000,000 - 28,355,000 6,645,000 1,540,000
(Continued)
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10. REVENUE BONDS (Continued)

Amounts Amounts
Outstanding Retired/ Outstanding Due Within
2/28/14 Issued Refunded 228/15 One Year

$22,115,000 2010 Series due in annual
installments of $555,000 to $1,575,000
with interest due at 3.5% to 4.5%. Final
payment due 2030. 17,495,000 - 1,455,000 16,040,000 1,335,000
£15,000,000 2010 Taxable Series due in
annual installments of $595.000 to
$1,205,000 with interest due at 4.75%.
Final pavment due in 2030, 14,460,000 - 565,000 13,895,000 595,000
$42.580,000 2010A Series due in annual
instaliments of $935,000 to $5.855,000
with interest due at 3% to 5%. Final
payvment due in 2027, 38,820,000 - 4,100,000 34,720,000 935.000
$14,680,000 2011 Series due in annual
installments of $100,000 to $3,400,000
with interest due at 3% to 3%. Fmal
payment due 2031. 14,580,000 - 540,000 14,040,000 500,000
$52,780,000 2012 Series due in annual
installments of $1,120,000 to $4,705,000
with interest due at 3% to 5%. Final
payment due 2028. 52,780,000 - 2,310,000 50,470,000 1,120,000
$75,715,000 201 2A Series due in annual
installments of $1,865,000 to $6,575,000
with interest due at 2% to 5%. Final
payment due 2033, 73,660,000 - 1,180,000 72,480,000 3,710,000
$64.900,000 2014 Series due in annual
installments of $865,000 to $5,405,000
with interest due at 2% to 5%. Final
payment due 2034, 64,500,000 - - 64,900,000 865,000
$131,650,000 2015 Series due in annual
installments of $1,405,000 to
$12,100,000 with interest due at 3% to
5%. Final payvment due 2033, - 131,650,000 - 131,650,000 -

Total bonds outstanding 492.250,000 _$131,650,000 $141.595.000 482,305,000 _$ 27.345.000
Less current matutities ___25.150.000 27.345.000

Total long term portion 5467! 100,000 $454,960.000

(Continued}
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REVENUE BONDS (Continued)

Interest costs incurred on revenue bonds totaled $23,348,380in 2015 of which $973,887 was capitalized
and $21,838,805 in 2014 of which $475,960 was capitalized.

Water and Wastewater Utility Fund Annual Revenue Bond Debt Service Requirements

Year Ending February Principal Interest Total
2016 $ 27345000 $ 17,774,315 § 45119315
2017 28,025,000 18,784,067 46,809,067
2018 30,040,000 17,841,439 47,881,439
2019 31,335,000 16,740,983 48,075,983
2020 32,415,000 15,489,678 47,904,678
2021 - 2025 161,485,000 56,558,249 218,043,249
2026 - 2030 129,055,000 22,238,711 151,293,711
2031 - 2035 40,950,000 3,732,094 44 682,094
2036 1,655,000 28.963 1,683.963

$ 482305000 3 169,188,499 § 651,493,499

On December 26, 2012, the Public Service Board - E1 Paso Water Utilities issued $75,715,000 in Water
and Sewer Revenue Refunding and Improvement Bonds, Series 2012A with an average interest rate of
4.12% torefund §15,000,000 of Water and Sewer Commercial Paper Notes with an average interest rate
0f0.24%, $25,000,000 to fund Emergency backup power generation, and advance refund the following
outstanding bonds:

Series Amount Average Coupon
2003B $ 9,955,000 4.16%
2004 23,870,000 5.23%
2004A 9,550,000 5.41%

The liabilities associated with these bonds were removed from the related payables. As of February 28,
2015 and February 28, 2014 $0 and $43,375,000 of bonds remained outstanding with an estimated
related escrow balance of $0 and $44,376,525, respectively. The refunding of the 2003B, 2004, and
2004 A reduced debt service by $7,283,471 and resulted in an economic gain (difference between the
present values of the old and new debt service payments) of $6,521,301.

{Continued)
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REVENUE BONDS (Continued)

On February 5, 2014, the Public Service Board - El Paso Water Utilities issued $64,900,000 in Water
and Sewer Revenue Refunding Bonds, Serics 2014 with an average interest rate of 4.83% to refund
$30,000,000 of Water and Sewer Commercial Paper Notes with an average interest rate of 0.12%, to
advance refund $40,335,000 of 2005A Water and Scwer Revenue Refunding bonds with an average
interest rate of 5.11%. The liabilities associated with these bonds were removed from the related
payables. As of February 28, 2015 and February 28, 2014, $40,335,000 and $40,335,000 of bonds
remained outstanding with an cstimated related escrow balance of $41,312,631 and $43,2835,533
respectively, The refunding of the 2003A reduced debt service by $4,379,527 and resulted in an
cconomic gain (difference between the present values of the old and new service payments) of
$3,060,590.

On January 8, 2015, the Public Service Board - E]1 Paso Water Utilities issued $131,650,000 in Water
and Sewer Revenue Refunding Bonds, Series 2015 with an average interest rate of 4.45% to refund
$25,000,000 of Water and Sewer Commercial Paper notes with an average interest rate of 0.10% and
Lo advance refund the following outstanding bonds:

Series Amount Average Coupon
20058 $ 26,430,000 5.25%
2005C 6,245,000 3.62%
2006 10,555,000 4.72%
2006A 21,010,600 4,26%
2007 25,320,000 4.85%
2008C 26,885,000 5.30%

The tabilities associated with these bonds were removed from the related payables. As of February 28,
2015%116,445,000, of bonds remained outstanding with an estimated escrow balances of $125,345,648.
The refunding of the 2005B, 2005C, 2006, 2006A, 2007 and 2008C reduced debt service by
$11,082,719 and resulted in an economic gain (difference between the present values of the old and new
debt service payments) of $10,276,163.

{Continued)
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i10. REVENUE BONDS (Continued)

Municipal Drainage Ultility

Municipal Drainage Revenue Bonds payable for the Municipal Drainage Utility Fund in the amount of
$60,860,000 and $63,384,000 as of February 28, 2015 and 214 are equally and ratably secured by and
payable from an irrevocable first lien on and pledge of the net revenue of the Municipal Drainage Utility
Fund which is presented in Note 14. The pledge of net revenue is in effect until the bonds are
extinguished. The Revenue Bonds payable as of February 28, 2015 include the following individual

issues:

$53.000,000 2009 Series due in annual
installments of $2,040.000 to $4,335,000
with interest due at 5.38%. Final
payment due 2029,

$2.163.000 2009A Series due in annual
installments of $107,000 to $109,000
with interest at 0%. Final payment due
2031.

$14.075.000 2012 Series due in annual
installments of $495,000 to $995.000
with interest due at 3% to 5%. Final
payment due 2032,

Total bends outstanding

Less current maturities

Total long term portion

Amounts Amounts
Outstanding Retired/ Outstanding  Due Within
2/28/14 Issued Refunded 2/28/15 One Year
$ 47,780,000 % - $ 1935000 $45845000 $ 2,040,000
1,944,000 - 109,000 1.835.000 109,000
13,660,000 - 480.000 13.180.000 495.000
63,384,000 $ - $ 2,524000 60,860,000 _$ 2.644.000

2,524,000

$ 60,860,000

(Continued)
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February 28, 2015 and 2014

REVENUE BONDS (Continued)

Interest costs incurred on revenue bonds totaled $2,993,724 in 2015 of which $191,355 was capitalized,
and $3,107,427 in 2014 of which $285,533 was capitalized.

Municipal Drainage Utility Fund Annual Revenue Bond Debt Service Requirements

Year Ending February Principal Interest Total
2016 $ 2644000 § 2087368 § 4,731,368
2017 2,774,000 1,996,393 4,770,393
2018 2,919,000 1,898,035 4,817,035
2019 3,069,000 1,791,593 4,860,593
2020 3,224,000 1,676,767 4,900,767
2021 - 2025 18,871,000 6,435,693 25,306,693
2026 - 2030 24,260,000 2,646,567 26,906,567
2031 - 2033 3.099.000 153,740 3,252,740

$ 60860000 $§ 18,686,156 $ 79,546,156

The Tax Reform Act of 1986 instituted certain arbitrage restrictions with respect to the issuance of tax-
exempt bonds after August 31, 1986. Arbitrage regulations deal with the investment of all tax-exempt
bond proceeds at an interest yield greater than the interest yield paid to bondholders. Generally, all
interest paid to bondholders can be retroactively rendered taxable if applicable rebates are not reported
and paid to the Internal Revenue Service (IRS) at least every five years. Arbitrage is evaluated and
estimated on an annual basis by a third party arbitrage rebate service company. The company has
estimated no liability for EPWU as of February 28, 2015.

EPWU is required to comply with various requirements in the ordinances authorizing the bond

issuances. Management of EPWU has indicated they are in compliance with all significant
requirements.

{Continued}
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February 28, 2015 and 2014

LAND NOTES PAYABLE

During the fiscal year ending February 29, 2004, EPWU purchased two parcels of land totaling 8,865.15
acres that were financed through note instruments. The first note was for @ total of $401,692 with an
interest rate of 3,95% for a period of ten years and payments of $49,402 due in March of each year.
This note was paid off in March 2013, The second note was for a total of $9,971,186 with an interest
rate of 5% for the first vear and adjusted by the change in rate of a 10 year U.S. Treasury Note on
September 1¥ of each year thereafter. This note 1s for a period of 15 years with payments due in
September that fluctuate in amount based upon the interest rate, The $9,971,186 purchase also included
a lease back of the property for a period of 15 years and an annual lease payment of $400,000. The
following is a list of the principal and inferest payments due for the note payable:

Year Ending February Principal Interest Total
2016 $ 790,328 § 101,170 & 891,498
2017 829,844 78,482 908,326
2018 871,337 53,587 924,924
2019 914,883 27.447 042.332

$ 3406394 3§ 260,686  $ 3,667,080

COMMERCIAL PAPER

EPWU through the City of El Paso and JP Morgan Chase Bank (the “Bank™} entered into a revolving
credit agreement (the “Credit Agreement”) in February 2009 pursuant to which the Bank is obligated
under the Credit Agreement to loan to the City amounts not to exceed $4(,000,000 for the purpose of
paying amounts due on the Commercial Paper Program. The purpose of the Commercial Paper Program
is to provide funds for the interim financing of a portion of the costs of capital improvements to the
system. On July 3, 2013, the parties amended (the “Credit Agreement™) to extend the Final Date 1o
August 3, 2015, Any borrowing under the Credit Agreement is equally and ratably secured by and
payable from the above-described sources pledged for payment of the Commercial Paper Program and
from a pledge of the Net Revenues of the Water and Wastewater Utility, such pledge being subordinate
to the pledge of Net Revenues securing all Senior Lien Obligations. Management intends to continue
the remarketing of the tax exempl commercial paper notes as it intends to maintain a portion of its debt
in variable rates.

The borrowings under the Commercial Paper Program are equally and ratably secured by and are

payable from (i) the proceeds from the sale of bonds or additional borrowing under the Caommercial
Paper Program and {(il) borrowing under and pursuant to the revolving credit agreement.

{Continued)
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February 28, 2015 and 2014

COMMERCIAL PAPER (Continved)

Since the commercial paper represents activity that is the result of EPWU’s long term financing plan,
the amounts outstanding are presented as long term, The “paper” can be sold in $100,000 increments
and matures from one to 270 days. As of February 28, 2014 there was $5,000,000 ouistanding and as
of February 28, 2015 the following amount was outstanding:

2015 Maturity Date Coupon Rate
$ 8,000,000 04/06/2015 0.05%
$ 2,000,000 04/01/2015 0.05%

OTHER GOVERNMENT PAYABLES

During the fiscal year ending February 28, 2010, EPWU entered into a wholesale contract with Fort
Bliss to provide water services for a 20 year period effective June 1, 2009. The El Paso Water Utility
is to credit Fort Bliss $3,300,000 with an interest rate of 4.5% totaling $5,010,583 over 20 vears
($20,877 monthly) for the engineering/environmental analysis in connection with the Desalination Plant.
The following is a list of the principal and interest payments due to Fort Bliss as of February 28, 2015:

Year Ending Fecbruary Principal Interest Total
2016 S 134,854 § 115,675 % 250,529
2017 141,049 109,480 250,529
2018 147,529 103,000 250,529
2019 154,307 06,222 250,529
2020 161,396 89,133 250,529
2021 - 2025 925,246 327.400 1,252,646
2029 - 2030 067,479 97.270 1.064,749

§ 2631860 % 938,180 § 3,570,040
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14, DEBT SERVICE COVERAGE

Water and Wastewater Utility

The bond ordinances require the EPWU Water and Wastewater Utility Fund to maintain revenues in
each fiscal year, after deductions for maintenance and operation expenses, in an amount equal to at least
1.5 times the debt service requirements in such year. The computations of this ratio are summarized
below for the years ended February 28, 2015 and 2014.

2018 2014
Revenues available for debt service $ 92744976 5 94,119,209
Debt service requirements
Principal 25,150,000 25,100,000
Interest 19,701,136 19.946.447
Total requirements 44,851,136 45.046.447
Debt service ratio 2.07 2.09
Revenues available for debt service are determined as follows;
2015 2014
Water and wastewater revenue $172,616917 $172,115,795
Operating revenue deductions 82,230,188 80,439,770
Net water and wastewater revenue 90,386,729 91,676,025
Other revenues available for debt service;
Interest income 401,998 265,915
IRS Tax Credit Build America Bonds 214,302 221,332
Property rentals 1,958,038 2,019,831
Administration fees - City Environmental Services 613,136 608,171
Other miscellaneous operating revenue 1,486,686 1,615,576
Gain on sale of miscellaneous assets 646,916 314,473
Other miscellaneous operating expenses (2,962,829 (2.602,114)
Net other revenues avaitable for debt service 2,358,247 2,443,184
Revenues available for debt service $ 92,744,976 3 94,119,209

Municipal Drainage Utility

The bond ordinances require the EPWU Municipal Drainage Utility Fund to maintain revenues in each
fiscal year, after deductions for maintenance and operation expenses, in an amount equal to at least 1.25
times the debt service requirements in such year. The computations of this ratio are summarized below
for the years ended February 28, 2015 and 2014,

{Continued)
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14, DEBT SERVICE COVERAGE (Continued)

2015 2014
Revenues available for debt service $ 10,802,501 $ 9.822915
Debt service requirements
Principal 2,524,000 2,359,000
Interest _3.050,575 _3.216,969
Total requirements 5,574,575 3,575,969
Debt service ratio 1.94 1.76
Revenues available for debt service are determined as follows:
2015 2014
Municipal drainage utility revenue $ 15298948 § 15,162,459
Operating revenue deductions 6,166,556 6.918.000
Net municipal drainage utility revenue 9,132,392 8.244.459
Other revenues available for debt service:
Interest income 99,550 89.659
IRS Tax Credit Build American Bonds 800,675 828,171
Property rentals 43,628 41,725
Gain on sale of miscellaneous assets 87,318 -
Other miscellaneous operating revenue 638,938 618,901
Other revenues available for debt service 1,670,109 1,578.456
Revenues available for debt service $ 10,802501 $ 9.822915

15. RISK MANAGEMENT

EPWU is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. Additionally, the Water and
Wastewater Utility and the Municipal Drainage Utility, through the City of El Paso, maintain insurance
policies acquired from independent insurance carriers covering all material structural property,

EPWLU, in conjunction with the City of El Paso, provides health benefits, life insurance, and workers’
compensation benefits under a self-insurance plan for eligible employees and retirees. EPWU and the

City of El Paso fund these plans separately, and EPWU is responsibie for the costs incurred related to
the employees of EPW1J.

(Continued)
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RISK MANAGEMENT (Continued)

The City maintains a group health insurance plan for active and retired employees and their eligible
dependents through a self-insured plan of benefits administered by Aetna. Reinsurance coverage limits
the annual liability of EPWU to $225,000 per claim per covered member. Contributions to the fund are
provided by both EPWU and participating employees. The group life insurance plan is provided by a
commercial carrier. Health expenses and liabilities are recorded separately by EPWU for any eligible
EPWU members enrolled in these plans. Costs are recorded in the fund from which the employees’
compensation is paid.

Claims Administrative Services administers the workers’ compensation self insurance program. A
separate bank account is used to pay all claims for workers® compensation, and EPWU accrues
estimated future liabilities for workers® compensation claims filed as of the end of the year.
Management feels that the contributions made during the year for workers’ compensation will offset
any claims paid during the year.

For the years ended February 28, 2015, 2014, and 2013 the amount of settlements did not exceed
insurance coverage and there were no significant reductions in the coverage from the prior year. The
estimated liability for unpaid health claims is based upon the claim lag report. The estimated liability
for unpaid workers’ compensation claims, is the discounted future payments, as actuarily determined,
of case reserves plus claims incurred but not reported as of the actuarial report date of January 1,2015.
Accrued liabilities for these self insurance programs are summarized below forthe years ended February
28,2015, 2014, and 2013:

2015 2014 2013
Health Insurance $ 171,399 % 513,047 § 206,704
Workers” Compensation 871,868 871,868 1,062,414
Total payable 1,043,267 1,384,915 1,269,118
Less current portion 299,060 836,027 356,765
Estimated Long-term portion $ 744207 § 548888 % 912353

Changes in accrued liabilities for self insurance programs were as follows:

2015 2014 2013
Total payable, beginning of year $ 1,384,915 § 1,269,118 § 1,267,609
Additional claims incurred 3,988,848 3,763,153 4,823,825
Claims paid during the year {4,330.,496) (3,647.356) (4.822.316)
Total payable, end of year $ 1,043,267 $ 1384915 3 1269118
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PENSION AND RETIREMENT PLAN

General - The Public Service Board - El Paso Water Utilities contributes to the City Employees' Pension
Fund (CEPF) which is a single-employer defined benefit pension plan. It is the responsibility of the
CEPF to function as an investment and administrative agent for the City of El Paso and EPWU with
respect fo the pension plan. Stand-alone financial statements may be obtained from the City Employees’
Pension Fund administrative office at City of E] Paso, 400 W. San Antonio Ave., Suite B, El Paso,
‘Texas 79901.

Basis of Accounting - The accounting policies for the CEPF have been established to conform to
generally accepted accounting principles for state and local governments as promulgated by
authoritative pronouncements issued by the Governmental Accounting Standards Board. The CEPF is
accounted for on an economic resources measurement focus using the accrual basis of accounting.

The preparation of financial statements in conformity with generally accepted accounting principles
accepted in the United States of America requires the CEPF’s management to make estimates and
assumptions that affect reported amounts of assets and liabilities at the date of the CEPF’s financial
statements and the reported changes in net position during the reporting period. Actual results may
differ from those estimates.

Valuation of [nvestments - Investments are stated at fair value, ‘The fair value of marketable
investments, including U.S. government securities, mutual funds, and corporate bonds and stocks, is
determined by the latest bid price or by the closing exchange price at statement of plan net position
dates (fair value). The fair value of investments in bank collective investment, commingled and real
estate investment funds are determined by the investment funds based on the fair values of the
underlying securiiies in the funds. Bank collective investment funds are governed by Section 9.18 of
Regulation 2 issued by the Office of Comptrolier of the Currency and by other applicable regulations
as defined by the Mellon Bank, N.A. Employee Benefit Collective Investment Fund Plan.

Purchases and sales of securities are recorded on a trade-date hasis. Interest income is recorded on the
accrual basis. Dividends are recorded on the ex-dividend date.

Net appreciation in fair value of investments reflected in the CEPF statements of changes in plan net
position represents gains or losses realized during the vear plus or minus the change in the net
unrealized gains or losses on investments. The change in net unrealized gains or losses on investments
represent the change in the difference between the cost and fair value of investments at the beginning
versus the end of the year.

Concentration of Investments - The following table presents the fair value of investments that represent
5% or more of the CEPT’s net position available for benefits at August 31, 2014. These investments
arg in bank collective invesiment funds which consist of diversitied portfolios of investments as
described previously.
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Shares Fair Value

EB MCM DV International Specialized

Investment Mellon Capital Management Corp. 159,696 § 64,625,595
EB MCM DV Aggregate Bond Index Fund

Mellon Capital Management Corporation 21,257  § 56,219,567
EB MCM DV Mid Cap Specialized Investment

Mellon Capital Management Corporation 164374 & 55,736,034
Franklin Templeton Global Multi Scctor Plos

Franktin Templeton Investments 2,998,804 § 38,744,547
EB MCM DV Tangent Added Fund

Melion Capital Management Corporation 218,809 % 41,224,061
EB MCM DV Stock Index Fund Mellon Capital

Management Corporation 85,003 § 40,148,854
UBS Trumbull Property Fund

UBS Realty Investors 4321 § 39929910

Plan Description - The CEPF covers substantially all full-time employees of the City (including
EPWU). Certain contract and permanent part-time employees have the option to participate, but they
must sign an irrevocable election regarding membership in the plan. Non-employer contributions are
limited 1o participating employees, The designated purpose of the CEPF is to provide retirement, death,
and disability benefits to participants or their beneficiaries,

The CEPF is administercd by the CEPF Board which is comprised of two citizens designated by the
Mayor who are not officers or employees of the City, four elected City employees, a retiree, and two
district representatives. The CEPF Board contracts with an independent pension custodian, investment
managcrs, a pension consultant, and an actuary to assist in managing the CEPF.

The CEPF is not required to maintain any legally required reserves.

Participation is mandatory for classified employces (except permanent part-time employees). For non-
classified cmployees, participation is mandatory for employees hired after July 1997, Classified
employees include all persons who are permanent, full-time employees and are not otherwise excluded

from the CEPF. There are two tiers of benefits, employees who became plan participants before
September |, 2011 are Tier I, and those who became eligible after are Tier 2.
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First Tier Plan

Participants who leave the plan before completion of five years of service receive a refund of
their contributions, Participants leaving the plan with more than five years of service but less
than ten years of service may receive a refund of their contributions plus interest at 5.5%,
compounded annually, provided they are not eligible for normal retirement.

Participants become fully vested after reaching forty years of age and ten years of service or
forty-five years of age and seven years of service. Normal retirement is the earlier of (i} fifty-
five years of age with ten years of service, or (ii) sixty years of age with seven years of service
or (iii) thirty years of service regardless of age. Participants who have met the minimum
vesting requirements may retire but defer receiving pension payments until they reach normai
retirement age. Altematively, such vested participants may elect an early retirement which will
provide an actuarially reduced pension benefit payment upon termination.

Persons retiring and eligible to receive benefits receive monthly pension payments in the
amount of 2.5% of final wages defined as the greatest of (i) 2.5% of the average monthly gross
earnings received by the employee during the three years immediately prior to retirement, (ii)
2.5% of the average monthly base salary received by the employee during the year immediately
prior to retirement, or (iii) 2.5% of the monthly base salary for the month immediately prior to
retirement, multiplied by the number of completed years of service, plus .2083 of 1% of such
average for each additional completed or fractional part of a month of service.

Second Tier Plan

Participants who leave the plan before completion of seven years of service receive a refund
of their contributions. Participants leaving the plan with more than seven years of service but
less than ten years of service may receive a refund of their contributions plus interest at 3%,
compounded annually, provided they are not eligible for normal retirement.

Participants become vested after reaching 45 years of age and 7 years of service. Normal
retirement is the earlier of (1) sixty years of age with seven years of service, or (ii) thirty-five
years of service regardless of age. Participants who have met the minimum vesting
requirements may retire but defer receiving pension payments until they reach normal
retirement age. Alternatively, such vested participants may elect an early retirement which will
provide an actuarially reduced pension benefit payment upon termination. Persons retiring and
eligible to receive benefits receive monthly pension payments in the amount of 2.25% of the
average monthly gross earnings received by the employee during the three years immediately
prior ta retirement, plus .1875 of 1% of such average for each additional completed or fractional
part of a month of service, limited to 90% of the three year average final pay.
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PENSION AND RETIREMENT PLAN (Continued)

A pension benefit is available to surviving spouses and dependents. The plan includes no automatic
increase in retirement benefits; however, the Board, at its discretion after consideration of a recent
actuarial review of the funding status, may provide ad hoc cost of living or other increases in retirement
benefits.

Membership in the above described pension plan is as follows as of August 31, 2014:

Retirees and beneficiaries receiving benefits 2,605
Terminated plan members entitled to but not yet receiving benefits 72
Active plan members 4.164
Total 6,841

Contributions - Contribution rates for the CEPF are based upon local statutes and are not actuarially
determined. However, each time a new actuarial vatuation is performed, contribution requirements are
compared to the actuarially determined amount necessary to fund service costs and amortize the
unfunded actuarial accrued liability (using entry-age-normal cost method) over 30 years. As ofthe most
recent actuarial valuation, the contribution rate was 22.1% of annual covered payroll.

EPWU'’s gross payroll for fiscal years ended 2015, 2014, and 2013, were $32,772,087, $32,572,161,
and $31,140,855, respectively. The portion attributable to eligible employees covered by the pension
plan for fiscal years ended 2015, 2014, and 2013 were $32,349,087, $31,870,410, and $30,838,768,
respectively. Covered payroll refers to all compensation paid by EPWU to active employees covered
by the City PERS on which contributions to the pension are based.

Total contributions into the plan represent 22, 1% of wages paid to eligible employees of which 14.05%
was contributed by EPWU and 8.95% was contributed by the employees on a pre-tax basis. Total
contributions for fiscal years ended 2015, 2014, and 2013 were $7,283,496, $6,888,257, and
$6,391,868, respectively. EPWU contributed a total of $4,440,561, $4,183,125, and $3,865,481, and
employees contributed $2,842,935, $2,705,132, and $2,526,387, for fiscal years ended 2015, 2014, and
2013, respectively. EPWU contributed 100% of the annual required contributions in the City of El1 Paso
Pension plan for each of the fiscal years ended 2015, 2014, and 2013.

(Continued)
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Securities Lending - The CEPF enters into securities lending transactions with broker/dealers for which
fees are paid to the CEPF. The CEPF Board may legally and contractually authorize the use of CEPF’s
securities for lending transactions. The securities involved in the lending transactions continue to be
recorded at fair value, Parameters are established by the CEPF’s investment guidelines for securitics
lending transactions. These guidelines require that all securities lending occur with specified
broker/deaiers and that securities be collateralized using U.S. issuer securities at 102% and non U.S.
issuer securities at 105% of the fair value of the securities. U.S. issuer securities used as collateral are
marked to fair value on a daily basis to evaluate whether the collateralization requirements of the fair
value of investments is always maintained. The CEPF may not pledge or sell the collateral securities
except on default of the borrower. Because of this, CEPF administration believes there is some minimal
credit risk associated with securities lending transactions, There is no loss indemnification provided
to the CEPF by the investment managers or broker/dealers. As of August 31, 2014, the fair value of
securities loaned to others, consisted of;

Corporate Stocks b 223__%6,404

Annual Pension Cost and Net Pension Obligation - The annual pension cost and net pension obligation
to CEPF for the years ended August 31, 2014, 2013, and 2012 are shown below. Since the annual cost
and obligation of the pension plan are the responsibility of the City of El Paso, these amounts are
recorded in its financial statements. EPWU is a participant of the plan and contributes to the plan but
does not have any liability associated with the pension plan.

Annuai
Required Adjustment Increase
Contribution Interest on to Annual Contributions  (Decrease) in Net Pension
Year {ARC) NPO ARC Pension Cost Made NPO Obligation
8/31/2014 $ 22649727 % 143703 § (107,101) § 22686329 §$ 21,739159 $ 947170 3§ 2.863.215
8/31/2013 21,075,292 0B.880 (73.695) 21.100477 20,502,828 597649 1,916,045
8/31/2012 19,605.418 96.690 (67.408) 19.634.700 19524934 108.766 1,318,396

The percentage of Annual Pension Cost Contributed for the above three years is 93.8%, 97.2%, and
99.4%, respectively.
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Schedule of Funding Progress:

(2) (6)
Actuarial 3 UAAL asa
(1) accrued Unfunded {(4) percentage
Actuarial Actuarial liability AAL Funded (5 of covered
valuation value of {AAL) (UAAL) ratio Covered payroll
date assets entry age (2} - (1) (h:(2) _payroll {3):{5)
(doliars in {dollars in (dollars in {(dollars in
thousands) thousands) thousands) thousands)
9-1-2014 732,892 859,629 126,737 85.3% 133,613 82.5%
9-1-2012 581,725 788.204 206,479 73.8% 147.740 139.8%
9-1-2010 569,723 709.997 140.274 80.2% 143,107 98.0%

The information presented in the schedule of funding progress was determined as part of actuarial
valuations at the date indicated. Additional information as of the latest actuarial valuation follows:

Actuarial Valuation Date September 1, 2014
Actuarial Cost Method Entry Age
Asset Valuation Method Five-year smoothed
Assumed Inflation Rate 3.5%
Assumed Investment Rate of Return 7.5%
Assumed Projected Salary Increases 3.5%
Assumed Cost of Living Adjustment 13" Check
Amortization Method Level percent open
Remaining Amortization Period 21 years
Factors that significantly affect the identification of trends None

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Actuarially
determined amounts are subject to revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress presents multi-year trend
information about whether the actuarial value of plan assets is increasing or decreasing over time
relative to the actuarial accrued liabilities for benefits.

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical pattern of sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.
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POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS

The City (including the Public Service Board - El Paso Water Utilities) sponsors and administers an
informal single-employer defined benefit healthcare plan. Texas statute provides that retirees from a
municipality with a population of 25,000 or more and that receive retirement benefits from a municipal
retirement plan are entitled to purchase continued health benefits coverage for the retiree and the
retiree’s dependents unless the retiree is eligible for group health benefits coverage through another
employer. The State of Texas has the authority to establish and amend the requirements of this statute.
The City does not issue stand alone financial statements of the healthcare plan but all required
information is presented in this report.

The contribution requirements of plan members are established by City ordinance and may be amended
as nceded. Retirec coverage is the same as the coverage provided to active City employees and for
retirees under 65, Retirees over 65 are covered through a Medicare Advantage Plan. Retirees pay
premiums ranging from $106 per month to $1,319 per month depending on the coverage elected. The
cost of retiree health care benefits is recognized as an expense as liabilities are incurred. Of 2,677
retirees ¢ligible (including the City and EPWU), there were 2,605 retirees covered under this plan at
August 31,2014, Dependent coverage was provided for 390 of the retirees, respectively, Total benefits
(including the City and EPWU) paid for retirees during the year ended August 31, 2014 and 2013 was
approximately $21,830,044 and $1,920,450, respectively. For the year ended August 31, 2014, retirees
contributed $14,039,600 or 39% of the total current year cost, and for the year ended August 31, 2013,
retirees contributed $1,658,043 or 45% of the total current year cost.

Funding Policy

Permanent EPWU employees and retirees under 65 years of age have the same benefits as offered by
the City of El Paso. The plan premium rates are determined annually by the City’s OMB Department
in collaboration with an outside benefits consulting firm and are approved by the El Paso City’s
Council. The City’s adopted budget policy maintains that retirees must pay 45% of the cost of
premiums. Retirees are responsible for the full cost of coverage for their dependents who participate
in the plan. The City employs a pay-as-you-go method and adjusts the rates annually as needed. EPWU
self-funds its benefits plan that is offered to its employees, and effective August 1, 2012 pays premiums
to a fully insured plan for its retirees.

Annuzal OPEB costs and Net OPEB Obligation

EPW1I’s annual other post-employment benefit (OPEB) cost for the plan is calculated based on the
annual required contribution of the employer (ARC), an amount actuarially determined in accordance
with the parameters of GASB Statement 45, The ARC represents a level of funding that, if paid on an
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities over a period not to exceed thirty years. The following tables show the components of the
annual OPEB cost for the years ended February 28, 2015 and 2014, the amount actually contributed to
the plan, and changes in the net OPEB obligation.
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17. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)

February 28. 2015

Annual Required Contribution
Interest on Net OPEB Obligation
Adjustment to Annual Required Contribution

Annual OPEB Cost
Less Contributions Made

Increase in Net OPEB Obligation
Net OPEB Obligation - Beginning of year

Net OPEB Obligation - End of year

February 28, 2014

Annual Required Contribution
Interest on Net OPEB QObligation
Adjustment to Annual Required Contribution

Annual OPEB Cost
Less Contributions Made

Increase in Net OPEB Obligation
Net OPEB Obligation - Beginning of year

Net OPEB Obligation - End of year

The Waster and Wastewater Utility’s annual OPEB cost, the percentage of annual OPEB cost

Water and Municipal
Wastewater Drainage
Utility Utility
$ 1,354,201 $ 79,398
302,427 8,864
(280.195) (8.213)
1,376,433 80,049
(407.097) (8.423)
969,336 71,626
6.720.592 196,987
3 7,689.928 % 268.613
Water and Municipal
Wastewater Drainage
Utility Utility
$ 1,231,744 % 60,505
264,898 6,570
(245.425) (6,087)
1,251,217 60,988
(417,244) (9.993)
833,973 50,995
5.886.619 145,992
5 6,720,592 _$ 196,987

contributed to the plan, and the net OPEB obligation were as follows:

Actual Percentage of
Annual OPEB Employer OPEB Cost Net OPER
Fiscal Year Ended Cost Contributions Contributed Obligation
2015 $ 1,376,433 % 407,097 20.58% §  7,689928
2014 $ 1,251,217 % 417,244 3335% § 6,720,592
2013 $ 1,212,591 § 381,162 3143% $§ 5,886,619
(Continued)
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17. POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)

The Municipal Drainage Utility’s annual OPEB cost, the percentage of annual OPEB cost contributed
to the plan, and the net OPEB obligation were as follows:

Actual Percentage of
Annual OPEB Employer OPEB Cost Net OPEB
Fiscal Year Ended Cost Contributions Contributed Obligation
2015 $ 80,049 % 8423 10.52% § 268,613
2014 $ 60,988 % 9,993 16.39% § 156,987
2013 $ 59,034 % 1,096 1.86% § 145,992

Management feels that the contributions made during the year to other post employment benefits will
offset any claims paid during the vear. Therefore, the entire liability is estimated to be long term and
recorded as such.

Funded Status and Funding Progress
As of January 1, 2015, the most recent actuarial valuation date, the plan was not funded as shown in the

table below:
Water and Municipal
Wastewater Drainage
Utility Utility
Actuarial Accrued Liability (AAL) $ 14,019,879 $ 604,874
Actuarial Value of Plan Assets - -
Unfunded actuarial accrued Hability (UAAL) $§ 14019879 % 604,874
Funded ratio (actuarial value of plan assets/AAL) 0% 0%
Covered payroll $ 30374930 % 2,297,528
Unfunded actvarial accrued liability as a percentage
of covered payroll 46.16% 26.33%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Amounts determined
regarding the funded status of the plan and the annual required contributions of the employer are subject
to continual revision as actual results are compared to past expectations and new estimates are made
about the future. The schedule of funding progress, presented as required supplementary information
following the notes to the financial statements, presents multi-year trend information about whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued
liabilities for benefits.
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17, POST EMPLOYMENT BENEFITS OTHER THAN PENSIONS (Continued)

18.

Actuarial Methods and Assumptions

Projections of health benefits are based on the substantive plan (the plan understood by the employer
and plan members) and include the types of benefits provided at the time of each valuation and the
historical pattern of sharing of benefit costs between the employer and the plan members to that point.
Actuarial calculations reflect a long-term perspective and employ methods and assumptions that are
designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets.
Significant method and assumptions used for this fiscal year valuation were as follows:

Actuarial Methods and Assumptions

Actuarial Valuation Date January 1, 2015
Actuarial Cost Method Projected Unit Credit
Amortization Method Level as a percentage of employee payroll
Amortization Period 30 year, open amortization
Inflation Rate 3% per annum
Investment Rate of Return 4,5% net of expenses
Payroli Growth 3% per annum
Healthcare cost trend rate Initial rate of 7% declining to an uitimate

rate of 4,75% after 15 years

DEFERRED COMPENSATION

The EPWU through the City of El Paso offers its employees a deferred compensation plan created in
accordance with Internal Revenue Code Section 4537.

The plan, available to all EPWU employees, permits them to defer a portion of their salaries until future
years. EPWU does not make any contributions to the plan. The deferred compensation is not available
to employees until termination, retirement, or unforeseeable emergency. Deferred compensation is
available to employees' beneficiaries in case of death, The investments are managed by an outside
administrator and investment options are made by participants.

All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts, property or rights are solely the property and
rights of the participants.

In management's opinion, EPWU has no liability for losses under the Plan. However, the City of El

Paso and EPWU does have the duty of due care that would be required of an ordinary, prudent
fiduciary.

{Continued)
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February 28, 2015 and 2014

19. LEASING ARRANGEMENTS WITH EPWU AS LESSOR

EPWU leases real properties under various long-term lease agreements under the operating method of

accounting for leases. Minimum future rentals to be received on non-cancelable leases as of

February 28, 2015, for each of the next five years and in the aggregate are:

Water and Wastewater Utility

Year ended February Amount

2016 $ 1,789,810

2017 1,776,800

2018 1,750,948

2019 1,562,541

2020 1,161,286

2021 - 2025 4. 806,988
2026 - 2030 2,513,668
2031 - 2035 1,498,204
2036 - 2039 25,194
2040 - 2044 1,320
2045 - 2049 1,320
2050 - 2054 1,320
2055 - 2059 858
Total minimum future rentals $ 16,890,257

Municipal Drainage Utility
Year ended February Amount

2016 3 44,232

2017 21,720

2018 17,220

2019 15,720

2020 15,720

2021 - 2025 19,850
2026 - 2030 3,600
2031 - 2035 3,600
2036 - 2040 3,000
Total minimum future rentals $ 144,662

(Continued)
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20. LEASING ARRANGEMENTS WITH EPWU AS LESSEE

EPWU leases buildings, land, computer equipment, and copiers for the Water and Wastewater Utility
and the Municipal Drainage Utility under various long-term lease agreements which are recognized
using the operating method of accounting for leases. Minimum future payments as of February 28,
20135 are as follows:

Water and Wastewater Utility

Year ended February Amount
2016 § 761,191
2017 668,943
2018 620,508
2019 464,090

2020 - 2024 2,234,996
2025 - 2029 2,197,148
2030 - 2034 2,212,565
2035 - 2039 2,229,943
2040 - 2044 2,249,560
2045 - 2049 2,121,414
2050 - 2054 2,047,500
2055 - 2059 2,047,500
2060 102,375

3 19,957,733

Rental expense for the years ended February 28, 2015 and 2014 was $1,286,210 and $1,203,109,
respectively.

Municipal Drainage Utility:

Year ended February Amount
2016 $ 19,847
2017 14,733
2018 14,733
$ 49,313

Rental expense for the years ended February 28, 2015 and 2014 was $24,049 and $17,089, respectively.

{Continued)

94



21.

PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

NOTES TO FINANCIAL STATEMENTS
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WHOLESALE WATER SUPPLY AND WASTEWATER TREATMENT CONTRACTS

EPWU has entered into various wholesale water supply and wastewater treatment contracts to supply
water and provide wastewater treatment to several Municipal Utility Districts and other entities who
provide retail service to their customers. The contracts vary in length from 5 years to 20 years with
renewal options available with the consent of hoth parties. The wholesale rates are updated annuaily
based on cost of service including specific cost credits or offsets to specific entities due to grant
proceeds related to specific water and wastewater service areas.

The following is a summary of wholesale water and wastewater rates to cach entity served by EPW1UJ:

Wastewater Rate

Name of Entity Water Rate

Lower Valley Water District
County - East Montana

$1.00 per cef
$0.87 per ccf

$0.75 per cef
N/A

Haciendas Del Norte WID $1.34 per cef N/A
Ponderosa/Western Village $1.78 per cef N/A
Gaslight Square MHE $1.94 per cef $1.40 per cef
Paseo del Este MUD $1.93 per cef $1.70 per ccf

(includes fixed base differential rate of $0.26

for water and $0.33 for wastewater)
Fort Bliss $0.78 per ccf $1.38 per cef
County - Mayfair/Nuway and Schuman $1.49 per cef N/A
County - Colonia Revolucion $1.68 per cef N/A

Transactions with these entities are summarized below:
2015 2014

Water Sales =$ 4,426,451 § 4,548,425

Wastewater Services $ 2,151,904 § 2,731,329

(Continued)

95



22,

PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

NOTES TO FINANCIAL STATEMENTS

February 28, 2015 and 2014

SURFACE WATER CONTRACTS

The EPWU purchases all its Rio Grande Project surface water from the El Paso County Water
Improvement District #1 (District) through various contracts, briefly described below, among the United
States Department of Interior-Bureau of Reclamation, the Lower Valley Water District (LVWD), and
the City of El Paso, through EPWU.

In a full allocation year, EPWU is currently entitled to receive approximately 28,784 acre feet (AF) of
District water under two contracts titled the “1941 Contract” and the “1962 Contract”. The 1941
Contract authorizes EPWU to purchase up to 2,000 acres of water rights land and to receive the water
appurtenant tosuch land. The 1962 Contract authorizes EPWU to tease the water rights from residential
land tracts inside the city limits and to receive the annual water allotment up to a maximum of 3.50 AF
per acre. Under these two contracts, EPWU currently receives water based on its full land purchase
authorization of 2,000 acres and 6,245 acres of leased water rights, whose terms range from 25 years
to 75 years. During calendar year 2014, the cost of the water purchased from the District for the water
associated with the Jand owned was composed of two parts; a land assessment fee of $25 per acre, plus
a water assessment fee of $20 per AF. These two charges plus a one-time administrative fee of $100
and an account service charge of $12 per lease also applies to the water acquired through leases. EPWU
also receives water rights associated with land owned and leases on 3,602 acres obtained within the
LVWD. During a full altocation year, these LVWD water rights are equivalent to 14,413 AF worth of
raw surface water.

In April of 2001, EPWU executed a contract titled “2001 Implementing Third Party Contract” (ITPC)
which allows EPWU to purchase up to 28,116 AF of District water, and as littie as zero AF, based on
the District’s annual water allotment. EPWU, currently owns a total 3,127.832 acres of water rights
land. Under the terms of the ITPC (as amended March 2010), EPWU pays $15 per AF in the initial year
of the contract for water allotted to EPWU owned acreage in excess of 2,000 acres, up to a 2,250 acre
maximum. This price is adjusted annually by the “Consumer Price Index-All Urban Consumers, All
Items™. For all other water made available by the District under this contract, EPWU pays $193.50 per
AF for the calendar year commencing January 1, 2001, escalating to $260 per AF for the calendar year
commencing January 1, 2010. In March 0f 2010, the PSB and the District executed a First Amendment
to the ITPC in which the parties agreed to increase said price by the CPI starting on January 1, 2013,
with the price for the 2011 and 2012 calendar years set a $260 per AF. This amendment also increased
the quantity of water allotted pursuant o PSB owned acreage in excess of 3,000 acres to 3,250 acres.

Also under the terms of the ITPC, in any year when the Directors of the District determine that the
annual water allotment is two AF or greater, then for each AF of usable sewage effluent discharged by
EPWU from the Haskell Street Wastewater Treatment Plant into the American Canal, the District allows
the City a credit against any charges of the District equal to the current year’s price per AF multiplied
by one-half. The maximum aliowable credit for usable sewage effluent for any given yearis 15,000 AF.
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SURFACE WATER CONTRACTS (Continued)

In addition to the price of District water, EPWU pays the federal revenue component on all District
water delivered to EPWU. This federal revenue component is $5 per AF or 5% of current year’s
contract price of the water, whichever is greater. In calendar year 2014, EPWU received an allotment
of 1.50 AF per acre of surface water and treated 24,093 AF of this water for distribution to its
customers.

This note is intended to summarize major components of the contracts; however, it is recommended that
the contracts be reviewed, in their entirety, by interested parties.

CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS AND CONTINGENCIES

Through the ordinary course of its operations, EPWWU becomes subject to various claims and litigation,
As of the date of these financial statements, EPWU was named in various legal actions. To the extent
the outcome of such litigation is determined to result in probable loss to the EPWLU, such loss is accrued
in the financial statements. However, as of February 28, 2015, no amounts have been accrued because
legal counsel has not determined that the litigation will result in a probable loss to EPWU since the
outcome cannot be determined at this time. Management and legal counsel are of the opinion that
settlement of these claims and pending litigation will not have a materially adverse effect on EPWU's
financial statements.

EPWU hasreceived federal and state financial assistance for specific purposes that are subject to review
and audit by the grantor agencies. Although management believes compliance with grant guidelines
is adhered to, grantor audits could result in requests for reimbursement of expenditures determined to
be disallowed. Management believes such disallowances, if any, will be immaterial.

EPWU has ongoing construction projects under non-cancelable contracts. At February 28, 2015, the
Water and Wastewater Utility had appropriations and estimated commitments for services vet to be

performed that totaled $83,955,571. At February 28, 2015, the Municipal Drainage Utility had
appropriations and estimated commitments for services yet to be performed totaling $35,480,174.
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24. RELATED PARTY TRANSACTIONS

The Public Service Board - El Paso Water Utilities makes payments to the City of El Paso based upon
a percentage of water sales. In addition, EPWL acts as a billing and collecting agent for environmental
services for the City. The following is a summary of those transactions:

2015 2014

Revenues from City:

Water and Wastewater Sales $ 3475921 § 3,268,002

Billing and Collecting Agent fees ) 875,907 § 868,815

Drainage fees $ 281,999 § 284,238
Expenses to City:

10% of Water Sales $ 10,586,093 3§ 10,452,519

5% on gain on sale of land k) 7,173 § 100,697

City of El Paso Franchise fee k) 1,937,221 § -
Receivable:

Accounts Receivable from City 5 - by 599
Payable:

Environmental Services collections fees payable

to City h) 5,084,817 §  4,645520

10% of water sales payable to City h] 1,261,379 § 626,634

Franchise fee payable to City 3 644,428 % -

Property and health insurance payable to City $ 483,460 § 806,094

City projects and other expenses payable to City  § 852,359 § 316,691

25. RESTRICTED NET POSITION

Amounts have been restricted for construction projects and for payment of bonded debt.

26. FRANCHISE FEE DUE TO THE CITY OF EL PASO

Effective September 1, 2014, City Council established a Franchise fee to be paid by the El Paso Water
Utilities to compensate the City of El Paso for the use of city streets and rights of way for utility lines
and wear and tear on City streets in a total amount of Three Million Five Hundred Fifty Thousand and
No/100 Dollars ($3,550,000). Non-residential meters were billed a calculated monthly fee of $15.92
to meet the amount established by the City of El Paso City Council. As of February 28, 2015
$1,937,221 has been billed of which $1,292,794 has been paid to the City of El Paso.
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27. SUBSEQUENT EVENTS

The E1Paso Water Utilities Public Service Board approved that the City’s Franchise fee will be assessed
to all residential, non-residential and standby fire protection accounts based on meter size effective June
2015. Non-residential meters who had been charged the $15.92 from September 1, 2014 to April 2015
were credited the amount billed in May of 20135. For fiscal year ended February 28, 2015 this totaled
$1,937.221. Refer to Note 26.

On Aprit 7, 2015, the Public Service Board - El Paso Water Utilities issued $22,240,000 in Municipal

Drainage Utility System Revenue Bonds, Series 2015 with an average interest rate of 4.84% to finance
drainage projects and improvements throughout the City of El Paso.
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REQUIRED SUPPLEMENTARY INFORMATION

PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

WATER AND WASTEWATER UTILITY FUND

Other Post-Employment Benefits Plan
Schedule of Funding Progress

6)
Unfunded
3] AAl asa
Actuarial {3) 4) (3) Percent
Actuanial {1 Accrued Percent Unfunded Annual of Covered
Valuation Actuarial Value  Liability Funded AAL Covered Payvroll
Date of Assefs (AAL) {1)(2) (2)- (1) Payroll H/ (5
01/01/2015 b - $ 14,019,879 0.00% $ 14019879  $ 30,374,930 46.16%
01/01/2013 3 - $ 13.411.767 0.00% $13411.767 % 29165415 45 99%
03/0172010 5 - $11.973,164 0.00% $ 11973164 3 28.099,784 42.61%
Other Post-Employment Benefits Plan
Schedule of Employer Contributions
2) @)
(1 Annual Percent
Fiscal Actual Required Contributed
Year Contribution  Contribution (1)/42)
2015 $ 407097 § 1354201 30 06%
2014 $ 417244 § 17231744 3387%
2013 $ 381,162 % 1,195868 31.87%

100



