The Water Supply core business is responsible for all functions related to the development and provision of
additional water resources. In order to support the costs associated with thesc initiatives, in 2000, SAWS
implemented a scparate funding mechanism, known as the Water Supply Fee, for water supply development
and water guality protection.

Certain other charges are also included in Water Supply operating revenues including the following:

* pass-through fees designed to recoup the annual fees paid to the Edwards Aquifer Authority (EAA)
for permitted watet rights,

s meter fees and volumetric charges to customers utdlizing recycled water for industtial or irrigation

purposcs and

o allocated portons of water delivery revenues designed to fund residentdal and commercial
conservation programs and debt service associated with water supply and recycle projects in progress
priot to the implementation of a separate Water Supply Fee in 2000.

Water Supply operating revenues increased $52.5 million or 19.2% from 2021 to §325.5 million in 2022
primarily due to the 11.2% increase in biled water usage discussed previously. Water Supply operating revenues
deereased $22.7 million ot 7.7% from 2020 o $273.0 million in 2021 primarily due to the 4.7% reduction in
billed water usage somewhat amplified by the tiered nature of the Water Supply Fee and the lack of a fixed
pottion to this fee.

The collection and treatment of wastewater is the primary function of the Wastewater core business. More
than half of Wastewater operating revenues are generated by residential customers. The tesidential portion of
Wastewater operating revenue is calculated based upon the average metered water usage of each residential
wastewater customer during a three consecutive month billing period from November 154 through March 15%.
‘This average, referred to as the average winter consumption {AWC), goes into effect with the April billing each
yeat and continucs for a period of twehve months.

The following chart depicts SAWS AWC since 2000, While petiods of extremely dry weather lead to spikes in
the AWC, water conservation efforts have resulted in an overall downward trend in the AWC, The AWC
reached its all-time low of 4,828 gallons in 2019, experienced a 3.4% increasc to 4,992 gallons in 2020 and then
largely held flat at 4,973 gallons in 2021 and 4,945 gallons in 2022,
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Wastewater customer growth of 2.6% and increased usage in the residental class and the general class, which
consists of commercial, multi-family and industrial customers, led to an increase of $15.1 million or 5.4% from
2021 to §295.2 million in 2022, The increase in the residendial class usage was dircetly related to the 2.8%
growth in residential wastewater customers. The increase in the general class usage is primarily due to the
wnnnued economic rebound expetienced by many of these customers subsequent to the COVID related
economic slow down. W astew ater customer growth of 2.9% and increased usage in the general class Jed to an
increase of $13.7 million or 5.2% from 2020 to $280.0 million in 2021,

The Chilled Water core business is responsible for providing cooling services to customers, including various
downtown hotels, City of San Antonio fadlities, the Alamodome, Port Authotity of San Antonio tenants and
Hermisfair Plaza tenants. Operating revenues for this core business consist of a fixed base load demand charge
for cach customer and a pass-through charge to recover utility costs. Chilled warter tevenues increased $0.9
million or 8.2% from 2021 to 2022 largely reflecting the 2022 implementation of a 1050 increase in the demand
charge, which represents the first such increase in more than 15 years. As a result of the initial economic
rebound from COVID-19, the operating revenues for this core business increased $0.9 million or 9.4% from
2020 to 2021.

Operating Expenses

Total 2022 operating expenses of $536.5 million decreased $12.0 million or 2.2% from 2021 quge]\* due o
GASB 68 (pension) and GASB 75 (Other Post Employment Benefits-OPEB) related credits along with
decreased pension and QPEDB acarial determined contributions. Contractual services increased $12.8 million
or 6.3% in 2022 primarily retlecting increased spending on chemicals, maintenance materials and utilities
associated with supply chain delays and inflationary pressures.  Depreciation and amortization expense
increased $9.1 million or 4.6% in 2022 as a result of capital additions during the year, Salary and benefit related
costs decreased $5.7 million or 3.7% from 2021 to 2022 largely due to GASB 68 {(pension) related credits for
active employees.  SAWS has taken a

number of steps during the last several ot ?sp;:a,:i:;%oi:}mms

vears to reduce its lability associated 1 | | | [ |

with QOPEB. Asa tesult of thesc actions,

) Total aperating
the vearly totals for other charges, which espenses ;
. . 1

includes amounts  recorded  in

connection with GASB Statement No. { ‘ |
75 (OPFB), have been credits.  The | P
credit: for 2022 was $35.7 miliion ot epeie
624% more than thar recorded in 2021. ' [
In 2022, SAWS changed Medicare

Advantage providers, "The 0ew contract |\ eetion
provides coverage at no charge to the
emplover and retitees for three years. s 100 s200 <300 S0 s800 si00
The impact of this change provided the
majority of the increase in this credit.

02022 o202 o2en

Total 2021 operating cxpenses of $548.5 million increased $17.7 million or 3.3% from 2020 primarily duc to
the impact of a full year of spending on the Vista Ridge Pipeline Project purchased water in combination with
a full year of depreciadon expenses related to the project’s capital assets. Contractual services increased $19.1
million or 10.4% in 2021 primarily reflecting increased spending on purchased water payments and utlities
associated with the Vista Ridge Pipeline Project. Depreciation and amortization expense increased $10.5
million ot 5.5% in 2021 primarily as a result of a full year of depreciation related to the $929.3 million of the
project’s related assets added in 2020, Salary and benefit related costs decreased §9.1 million or 5.6% from
2020 to 2021 largely due to GASB 68 (pension) and GASB 75 (OPEB) related credits along with decreased
pension and OPLEB actuartal determined contributions. Other Charges decreased $3.3 million or 137.9%
primarly duc to GASB 75 (OPEB) related credits, which arc associated with retivees.
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Non-operating Revenues/Expenses

Non-operating revenues consist of interest income earned on investments, the mark to market adjustment
recorded on SAWS’ investment portfolio and the federal interest subsidy on SAWS Build America Bonds
(BABs). During 2022, short term interest rates began to rise from their historically low levels, These rising
short term rates resulted in a $9.2 million increase in interest income from 2021 and a (§31.6) million increase
in the negative mark to market adjustment for 2022, Extremely low short term interest rates throughout the
entirety of 2021 resulted in an $8.2 million reduction in interest income as compared to 2020, while the
anticipation of higher levels of short-term interest rates going forward resulted in an (§11.4) million increase in
the negative mark to market adjustment during 2021,

Non-operating expenses increased $4.8 million or 2.8% in 2022 primarily due to increased payments to the City
of San Antonio. Payment to the City of San Antonio increased $4.1 million as a result of the increase in gross
revenues. Non-operating expenses increased $11.2 million or 7.1% in 2021 primarily duce to the impact of a
full year of interest expense for the Vista Ridge contract liability partially offset by a $0.9 million reduction in
the payment to the City of San Antonio, resulting from the decline in gross revenues.

In addition, the Medina Treatment Plant that had been idled during the 2011-2014 drought was deemed
permanently impaired as of December 31, 2022. The $7.2 million remaining book value of the plant was
written off. Based on the unusual nature of event, the loss was recorded as a special item in the Statements of
Revenues, Expenses and Changes in Net Position.

Capital Contributions

Capital contributions for 2022 totaled $281.7 million which represents an increase of $42.1 million from 2021
while in 2021, capital contributions totaled $239.7 million, an increase of $30.9 million from 2020.
Development activity was strong for a majority of 2022 with some slowing during the last quarter of the vear.
As a result, contributions in aid of construction increased 783% from $1.4 million in 2021 to $12.7 million in
2022 and plant contributions increased 37% to §139.2 million.

Development activity was also robust in 2021, resulting in strong growth in plant contributions as well as capital
recovery fees. The Edwards Aquifer Authority Habitat Conservation Program’s obligation to contribute to
capital improvements made to address water leaks in the SAWS distribution system ended in January 2020,
which resulted in a 55% reduction in contributions in aid of construction for 2021.

Plant Contributions § 139211 § 101,251 §  B5955 0§ 37960 % § 15,296 18%
Capital Recovery Fees 129,788 136,963 119,571 (7,175) (5%) 17,392 15%
Contributions in Aid of Construction 12,747 1,441 3,206 11,306 TR (1,765)  (55%)

Total Capiral Contributions S 281746 § 239655 § 208732 § 42001 18% § 30923 15%

CAPITAL ASSET ACTIVITY

During 2022, SAWS’ total capital assets (net of accumulated depreciation) grew from $7.1 billion to $7.5 billion,
while during 2021, net capital assets increased from $6.8 billion to $7.1 billion. The increase from 2021 to 2022
is primarily due to SAWS’ spending on CIP projects combined with developer contributions of infrastructure,

The overall investment in capital assets includes water and wastewater mains and other related infrastructure,

buildings and improvements, land, machinery and equipment, water rights, other inrangible assets and
construction in progress. Capital asset additions were $580.4 million in 2022 and $484.1 million in 2021.
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The following table shows capital assets by asset category for each year.

Infrastructure $ 6992208 § 669223 § 6410496 § 209972 4% 0§ 281740 4%
Buildings and improvements 1,081,132 1,066,093 1,008,665 15030 1% 57428 6%
Machinery and equipment 834,233 800,075 786,163 3158 4% 13912 2%
Water rights 248881 248,881 248 881 - 0% - %
Land 173,669 169,022 162,438 4647 3% 6,584 4%
Inmangibles 61,174 57,290 57,331 3884 7% 41 0%
|Construction in progress 775,306 603,821 521,627 171,485  28% 2194 16%
Less Accumulated depreciation (2,687,033) (2,320,370) (2,355,308) 166,663 7% 165,062 7%

Total Capital Assets § TAT9S5T0 0§ TMTME 0§ 6840293 0§ 362522 5% 0§ 276755 4%

Major capital asset spending for the year ended December 31, 2022 included the following projects:

e  W-6 Upper Segment: Hwy 90 to SW Military — This project, which is part of the Consent Decree,
involves replacing aging and under capacity infrastructure that currently runs through Lackland Air
Force Base. Spending during the year totaled $53.2 million and this project was in progress at year end,
with a capital investment over the term of the project currently estimated at §196.4 million.

e  Water Resources Water Integration Pipeline Phase 2 — This project includes the pipeline necessary to
connect the Old Pearsall Road pump station to the Anderson pump station. Spending during the year
totaled $19.0 million and this project was in progress at year end. The capital investment over the term
of the project is estimated at $44.9 million.

e  ConnectH20 Advanced Metering — This project includes the full system-wide implementation of the
advanced metering infrastructure, which began in 2022 and is expected to run through 2026. Spending
during the year totaled $15.9 million and this project was in progress at year end. The capital
investment over the term of the project is currently estimated at $183.6 million.

Construction in progress was $775.3 million at December 31, 2022 and $§603.8 million at December 31, 2021.
The increase in construction in progress was partially due to the projects listed above in addition to other
Consent Decree, water main replacement and chilled water projects, Overall, SAWS is committed under
various contracts for completion of construction or acquisition of capital assets totaling §784.9 million as of
December 31, 2022, For further information on capital assets, refer to Note E.

LONG-TERM DEBT ACTIVITY

In 2022, SAWS issued $435.6 million in junior lien bonds in three transactions. The proceeds of the bonds,
including premiums, were used to refund $204.9 million in revenue bonds, provide funds for capital
improvement projects and pay the cost of issuance. Additionally, SAWS used cash on hand to redeem $66.2
million in revenue bonds issued in 2012,

In 2021, SAWS issued $372.8 million in junior lien bonds in two transactions. The proceeds of the bonds,
lncludmg premiums, were used to refund $112.4 million in revenue bonds, provide funds for capital
improvement projects and pay the cost of issuance.  Addinonally, SAWS issued $20 million in commercial
paper notes to provide funds for capital improvement projects while using cash on hand to redeem $33.9
million in revenue bonds issued in 2011,
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SAWS intends to reissue maturing commercial paper and ultimately refund such maturities with proceeds from
the issuance of long-term revenue bonds. Consistent with this intent, SAWS classifies outstanding commercial
paper notes as long-term debt.

In September 2022, the three major rating agencies reviewed SAWS' credit ratings, with S&P Global upgrading
the Junior Lien rating to AA+ from AA, Fitch Ratings revising it’s Rating Outlook to Positive from Stable,
and Moody’s Investors Service affirming the credit rating. SAWS™ high quality credit ratings are based on its
large and diverse service area, sound financial management, long-term planning for water supply and
infrastructure needs, and competitive water and wastewater rates. SAWS’ commercial paper ratings were last
updated in September 2018 based on a new revolving credit agreement with JPMorgan Chase Bank, N.A., with
the existing revolving credit agreement with Wells Fargo Bank, N.A.being reaffirmed. For additional
information on the commercial paper program, refer to Note H.

Tax-Exempt
Senior Junior Commeraal Paper
Lien Debt Lien Debt Series A Series B
Fitch Ratings AA+ AA Fl+ Fl+
Maoody's Investors Serviee, Inc Aal Aa2 P-1 P-1
S&P Global Ratings AA+ AA+ A-14 A-1+

SAWS’ bond ordinances require the maintenance of a debt coverage ratio of at least 1.25x the current annual
debt service on outstanding senior lien debt and at least 1.00x the current year annual debt service on
outstanding junior lien debt. As of December 31, 2022, and 2021, SAWS was in material compliance with the
terms and provisions of the ordinances and documents related to its outstanding bonds and commercial paper.
In 2018, SAWS began excluding non-cash revenues and expenses from the pledged revenue calculation,
including mark-to-market investment adjustments, certain pension & OPEB related expenses and the write-off
of impaired construction in progress projects. With the commencement of the operational phase in April 2020,
SAWS began recording the Vista Ridge infrastructure payment portion of the Capital and Raw Groundwater
unit price payment as a financed purchase and the water agreement portion of this amount as an operating
expense. However, in calculating the debt coverage ratios for both 2021 and 2022, in a manner consistent with
the provisions of its bond ordinances, SAWS has recorded the entirety of the Vista Ridge capital and raw
groundwater unit price payment as an operating expense.

Current Year Debt Coverage$:

Senior Lien Debt 30.19x 10.30x 9.68x

All Debe 2.20x 1.69% 211x
Maximum Annual Debt Coverages:

Senior Lien Debr 30.19x 10.30x 9.68x

All Deb 1.88x 1.57% 1.91x

Net Position Ratio
(net position/ total liabilities + net positon)  48.8% 46.7% 45.5%

Days Cash on Hand
(unrestricted cash & investments/ O&M 490 452 463
expense before depreciation * 365)

¥ Debt service is net of federal interest subsidy.
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ECONOMIC QUTLOOK FOR THE FUTURE

In order to comply with the tequirements of the Consent Decree, entered into 1n 2013, as well as to procure
sufficient supplies of water to meet the demands of a rapidly growing city, SAWS implemented water and sewer
rate adjustments duting each of the 10 years from 2011 to 2020, with the last of these rate adjustments taking
effect in January 2020,

1n March of 2020, the COVID-19 pandemic profoundly disrupted economic activity and reduced employment
across the world, the nation and in San Antonio. Significant economic hardships were imposed upon our
customers as job layoffs and eliminations occurred throughout the community. In order to Hout any fusther
adverse economic impacts on the community, the goal of SAWS” 2021 through 2023 budget processes was to
continue to provide Suctaimable, Affordable Water Services without the nced for an adjustment in water or
wastewater rates.  Simultaneously, SAWS needs to continue to make prudent and necessary operational
expenditures and capital investments in order to ensure the resiliency of its service provision capabilities as well
as to comply with the terms of the still active Consent Decree. Given the excellent financial condition of the
organization, including its strong balance of cash reserves, SAWS has been able to mect cach ot thosce
competing objectives in each of the last three years.

San Antonio continues to grow with SAWS experiencing 2.6% and 2.9% growth in the average number of
customers served, in 2022 and 2021, respectively. Due to a number of factors, the San Antonio region is
positioned to sce continued growth during the foresceable future. While customer growth can help offsct
increasing operating costs and SAWS can utilize its strong financial conditon to further mitigate rate pressures
in the short-term, eventually required capital improvements to address infrastructure issues, including SAWS’
Consent Decree as well as its Water and Wastewater Master Planning efforts, will require future rate
adjnstments, albeit at a lesser rate and reduced frequency than has been experienced during the recent past.

CONTACTING SAWS FINANCIAL MANAGEMENT

This Annual Comprehensive Tinancial Report is provided to our citizens, customers, investors and creditors as
a genetal overview of SAWS’ financial condition and results of operation with a gencral cxplanation of the
factors affecting the finances of the organization. 1t is provided to demonstrate SAWS’ accountability for the
revenues it collects and the expenditutes it makes for the services provided. If you have quesdons about this
report of need additional financial information, contact either of the following:

Cecilia Velasquez
Vice President - Financial Services/Controller
Email: Cedlia Velasquez@saws.org

Douglas P. Evanson
Executive Vice President/ Chief Financial Officer

-

Email: Doug. Evanson{@saws. org

Mailing address:

San Antonio Water System
PO Box 2449

San Antonio, TX 78298

Information about the San Antonio Water System can also be obtained through the Intetnet at www.saws.org.
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San Antonio Water System
STATEMENTS OF NET POSITION

(amounts in thousands)

CURRENT ASSETS
Unrestricted Current Sssets
Cash and cash equivalents
Tnvestments
Accounts receivable, net of allowances for uncollectible accounts
Orther current assets
Toial unrestricted current assets

Restricted Cuitent Assets:
Cash and cash equivalents
Investments
Total restricted current assets
Total Current Assets

NONCURRENT ASSETS
Unrestricted Noncurrent Assers
Accounrs receivable

Restricled Noncurrent Assets:
Cash and cash cquivalents
Investments
Net pension asset
Met OPEDB asset

Capital Assets:
Utility plant in service
Less allowanee {or depreciation

Land, water gights and other intangible assers
Construction in progress
Total capital assets (net of accumulated depreciation)
Total Noncurrent Assets

TOTAL ASSETS

DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on bond refunding
Deferred outflows - asset retirement obligations

Deferred outflows - pension
Deferred outflows - OPTR

Accumulated decrease in fair value of hedping derivadve instrument

Total Deferred Outflows of Resources

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES
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December 31,

2022 2021 (Restated)
222,058 $ 165,654
394,966 373,994

86,062 85,591
21,243 16,648
724,331 641,887
23,902 76,126
191,724 127,901
215,626 204,027
939,957 845,914
3,959 4,264
117,088 185,208
303,034 451,377
22,421 3,568
39,039 -
8,968,377 8,615,324
2,687,033 2,520,370
6,281,344 6,094,954
422,920 418,273
775,306 603,821
7,479,570 7,117,048

8,163,111

7,761,465

9,105,068 8,607,379
21,332 22,005
35,462 32,108
14,928 13,672
10,554 12,818

1,333 10,357
83,829 90,960
9,188,897 $ 8,698,339




San Antonio Water System
STATEMENTS OF NET POSITION (continued)

(zmounts in thousands)}

December 31,

2022 2021 (Restated)
CURRENT LIABILITIES
Current Liabiliies To Be Paid From Unresericted Assers
Accounts payable 3 41,204 3 34,007
Customers' deposits 17,197 16,567
Contract payable 17,033 16,415
Acerned vacation payable 7024 6,148
Acerued payroll and benefits 2 508 1,739
Acerued claims payable 8,513 3,821
Sundiy payables and accruals 1,392 1,686
Total unrescricted current liabililies 94,871 85,383
Current Tiabilites "I'o Be Paid From Restricted Asscts
Accrued interest payable 17,641 15,507
Payables under construction contracts 55,967 46,502
Commecrcial paper notes 4 640 4,435
Revenue bonds payable withtn onc year 73,745 50,910
Total restricted cutrent liahilities 151,993 147 414
Total Curtrent Liabilities 246,804 232797
NONCURRENT LIABILITIES
Contract payable 870,799 887 583
Acerned vacation payable 8,608 7,386
Net pension liahility 2,671 16,474
Net OPFEB liability - 16,458
Asset retirement obligation 40,305 36,191
Desivative Insirument 3,434 12,545
Commcrcial paper notes 224045 229 585
Revenue bonds payable after one year, net of
unamottized premiums and discounts 3,218,835 3,126,001
Total Noncutrent Liabilities 4,369,597 4,332,313
TOTAL LIABILITIES 4,616,461 4,563,112
DEFERRED INFLOWS OF RESOURCES
Dicferred inflows - pension 47,121 32,712
Deferred inflows - OPRB 32,893 33,279
Deferred inflows - gain on bond refunding 8,555 -
Deferred inflows - leases 4,264 4,552
Total Delerred Inflows of Resources 02833 70,543
TOTALLIABILITIES & DEFERRED INFLOWS OF RESOURCES 4,709,204 4,633,633
NET POSITION
Ner investment in capiral assers 3,521,405 3,182,373
Restricted for operating reserve 78,553 TRGTH
Restricted for debt service 03,465 66,283
Restricted for debt service reserve 12,275 16,934
Restricted for construction 192,883 243,927
Restricted for pension and OPER benefits 61,460 3,564
Uinrescricred 549,562 473,874
TOTAL NET POSITION g +.479,603 3 4,062,684

The accompanying notes to financial statcments form an integral part of this statement,
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San Antonio Water System
STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
For the Years Ended December 31,

(armounis in thousands)

2022 2021
OPERATING REVENUES
Water delivery system $ 244748 § 215,484
Watcr sapply system 325,485 273,008
Wastewater system 295,162 280,014
Chilled water systein 11,712 10,826
Total operating revenues 877,107 779,332
OPERATING EXPENSES
Salaties and fringe benefits 149 045 154,788
Contractual services 216,418 203,658
Material and supplics 34,638 27,707
Orther charges (41,371) (5,714)
Less costs capitalized to constrizetion i progress (30,647 {31,244,
Total operating expenses before depreciation 328,083 349,195
Depreciation and amortization cxpensc 208,462 199,332
Total operating expenses 536,545 548,527
Operatinlg income 340,562 230,805
NON-OPERATING REVENUES/(EXPENSES)
Intetest earned and miscellaneous (24,053) (1,654}
Interest expense on revenue bonds and commercial paper (92,582) {92,318}
Interest cxpensce on contract payable (45,1163 {45,930}
Debt issnance and bond defeasance costs (2,857) (2,293}
Other finance charges (2,089 (1,319
Gain on defeased debr and bond retirement 2,462 326
Gain on sale of capital asscts 308 2,376
Pavments o the City of San Antonio (34,262) (30,162}
Payments to othet entities - (23}
Total non-operating revenues/ (expenses) (198,189) (170,997}
Special item - plant impaitment {72000 -
Lncrease in net positon, before capital contdbutions 135,173 59,808
Capital contributions 281,746 239,655
CHANGE IN NET POSITION 416,919 299,463
NET POSITION, BEGINNING OF YEAR 4,062,684 3,763,221
NET POSITION, END OF YEAR $ 4,479,603 § 4,062,684

"The accompanying notes to financial statements form an integral part of this statement,



San Aatonio Watcr System
STATEMENTS OF CASH FLOWS
For the years ended December 31,
(amoupts i thonsands)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash received from storrwater and other third party billings
Cash paid o vendors for operadons
Cash paid to employees for serviees
Cash paid to third partics for stormwater and other third party billings

Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Payments to the City of San Antonio
Payments to other endties

Net cash used for noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from sale of capiral assets
Proceeds from capital recovery fees
Proceeds from contributions in aid of construction
Payments for the acquisition and construction of plant and equipment
Payment for principal on conrract payable
Payment of interest an contracr payable
3 pay
Proceeds from commercial papee
Paymenis for retirement of commercial paper
Proceeds from revenue bonds
Payments for retirement/refunding of revenue bonds
Payment for cash defeasance of bonds
Paymients of interest on commercial paper
Payments of interest on revenue bonds
Payments for bond related expenses
Payments for bank charges

Net cash used for capital and rddated financing activides

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Maturity of investmoents
Inrerest income and other

Net cash used for invesiing activities
NLET INCREASLE/{DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, AT END OF YEAR 5

2022 2021
865300 § 775,422
67,824 66,332
(254,252) (246,714)
(134,157) (133,802)
(67,650) (66.204)
477,065 393,054
{26,833) (23,716)
- (44)
(26,333) (23,760
561 8,448
129,788 136,963
12,747 1,441
(431,570) (384,895)
(16,168) (14,957)
{45,116) (45,930)
100,000 20,000
(104,435) (4,240)
275,000 326,337
(80,910) (90,260
£70,939) (33,800
(4,329) (4,029
(114,464) (115,897
(702) (1,069
(1,687) (1,306)
352,224) (203,084
(431,031) (776,793)
253,255 212,361
15,828 7205
(161,948) (557,229)
(63,940) (391,019)
426,988 818,007
363,048 § 426,988

The accompanying notes to financial statements form an integgal part of this staternent.

18



San Antonio Water System
STATEMENTS OF CASH FLOWS (continucd)
For the vears ended December 31,

(amouats in thousands)

2022 2021 (Restated)

RECONCILIATION OF CASH AND CASH EQUIVALENTS PER STATEMENTS OF CASH FLOWS
TO STATEMENTS OF NET POSITION

Cash and Cash Equivalents

Lntestricted § 2221138 3 165,654

Restricted
Current 23902 76,126
Restricred - Noncurrent 117,088 185,208
% 363,048 b 424,988

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES
Operating Income % 340,562 3 230,805

Adjustments to reconcile operating income to net cash
provided by aperating activides:

Non-cash revenues from City of San Antonio {7,420 {6,425
Prowision for uncollectible accounts 4,482 23,9906
Charge-off of prior vear construction expendinzres w operating expense 2587 1,407
Chargre-off of asset retirement obligation {141} =y
Depreciation and amortization expense 208,462 199,332

Change in assers, deferred outflows of resources, liabilities and
deferred inflows of resources:

Increase in accounts receivable 4,647y (26,276}
Increase in other curtent sssers 3,153) (963}
Deerease in deferred outflows - Pension {1,256} 6,580
Decrease in deferred outflows - QPER 2,204 2,232
{Increase) /Decrease in accounts payable 6,553 {7,300
Increase in customerts’ deposits 630 204
Increase in accrued vacation payable 2,098 337
Increase/(Decrease) in acemed payroll and benefirs 764 266
Increase/ (Decrease) in claims payables {309 617
Decrease in sundry payables and accruals (289 60
Decrease in net pension liability/ (asset) (32,5561 (24,993
Decrease in net OPEDB lability/ (asset) (55,497) (24,541}
Increase in deferred inflows - Pension 14,409 8,902
Inerease/Decrcase) in deferred inflows - OPCB {386) 4,346
Increase/Decrease) in deferred inflows - Leases (238) 4,552
Toral adjusiments 136,503 162,249
Net eash provided by operating activites § 477 1163 5 303 0154

NONCASH CAPITAL, FINANCING AND INVESTING ACTIVITIES

Plant contributions received from developers % 139211 g 101,251
Accrued bur unpaid Liabilites related 1o capital acquisitions 35,967 46,562
Untealized (gain}/loss on investments 41,325 0679
Bond procecds depostted into an cscrow account for purposes of refunding:

Revenue Bonds 201,399 112,457
lmpairment loss 7200 -
Retirement of vehicle lease liability (219 -
Noncash payments to City of San Antonio 7,420 0,425

Total noncash capital and financing activities 5 452 312 3 276373
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San Antonio Water System Fiduciary Funds
STATEMENTS OF FIDUCIARY NET POSITION
(amounts in thousands)

December 31,
2022 2021
ASSETS
Cash and cash equivalents 3 217 S 146
Investments, at fair value
Mutual funds - stock 205,805 244,935
Mutual funds - bonds 147,474 170,315
Other Investments 39,135 39,272
Total Invesrments 392414 454,522
TOTAL ASSETS 392,631 454,668
LIABILITIES
Net position restricted for pensions 285,051 333,148
Net position restricted for OPEB 107,580 121,520
NET POSITION RESTRICTED FOR POST
EMPLOYMENT BENEFITS $ 392,631 S 454,668
STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION
For the years ended December 31,
{amounts in thousands)
2022 2021
ADDITIONS
Employer contributions $ 18,487 $ 18,567
Participant contributions 3910 3,795
Investment income/ (loss) (66,531) 50,378
Total additions (44,134) 72,740
DEDUCTIONS
Benefit payments 17,410 17,072
Administrative expenses 493 530)
Total deductions 17,903 17,602
NET INCREASE/(DECREASE) IN NET POSITION (62,037) 55,138
NET POSITION RESTRICTED FOR POST
EMPLOYMENT BENEFITS - BEGINNING 454,668 399 530
NET POSITION RESTRICTED FOR POST
EMPLOYMENT BENEFITS - ENDING $ 392,631 S 454,668

The accompanying notes to financial statements form an integral part of these statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity: On April 30, 1992, the San Antonio City Council approved Otdinance No. 736806, which
provided for the consolidation of all city owned utilities related to water including the water, wastewater, and water
reusc systems as SAWS. Management and control of SAWS is vested in the SAWS Board consisting of the Mayor
of San Antonio and six membets who are appointed by the San Antonio City Council. In addidon to appointing
members of the Board, the City Council must approve all changes in SAWS rates, disposition of teal property and

any debt issued by SAWS.

SAWS has been defined in City Ordinance No. 75680 as all propertties, facilities, and plants currently owned,
operated and maintained by the City of San Antonio, Texas and/or the Board, relating to the supply, storage,
treatment, transmission and distribution of treated potable water, and chilled water and the collection, treatment and
reuse of wastewater, together with all future extensions, improvements, purchascs, repairs, replacements and

additions thereto, and any other projects and programs of SAWS.

The City cotrently manages a stormwatet system. The City has not incorporated the stormwater system within
SAWS; however, SAWS administers certain aspects of the stormwater program on behalf of the City, including
billing and providing certain technical services, for a fee. SAWS has agreements with the City (for stormwates

billings} and other entities to provide third party billings,

The fiduciary financial statements include three fiduciary funds related to SAWS emplovee benefit plans: the San
Antonic Water System Retirement Plan (SAWSRP), the District Special Project Retirement Income Plan (I25PRP)
and the San Antonic Water System Retiree Hlealth Trust (SAWS OPEB Plan}. All three plans arc governed by the
Board which may amend plan provisions, and which is responsible for the management of plan asscts. SAWSRP
and DSPRP arc single-cmplover pension plans and arc tax-qualified plans under Secton 401(z) of the Internal
Revenue Code. SAWS OPEB Plan asscts are held in a trust established under the provisions of the Internal Revenue

Code of 1986 Section 115.

SAWS has no component units, however, the operations of SAWS as reported herewith are included as 2 discretely

presented compoenent unit of the Ciry.

Basis of Accounting: The financial statements of SAWS are prepared using the accrual basis of accounting with
the economic resources measurement focus as preseribed by the Governmental Accounting Standards Board
{GASB). SAWS operates as 2 proprietary fund and applies all applicable GASB pronouncements and presents its
financial statements in accordance with the GASB Codificarion of Governmental Accounting and Financial
Reporting Standards. Under this approach, all assets, deferred outflows of resources, liabilities and deferred inflows
of resources of SAWS arc reported in the statement of net position, revennes arc recorded when carned and expenses

arc recotded at the time labilities are incurred.
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The fiduciary fund financial statements are prepared using the accrual basis of accounting. Fmployer contributions
to the plan are recognized when due and the employer has made a formal commitment to provide the contributions,

Benefit payments and plan cxpenses are recognized when due and payable in accordance with the terms of the plan.

During the year, SAWS implemented the following GASB Statements.

»  GASB Statement No. 87, Leases. 'This Statement requires the recognition of certain lease assets and liabilitics
for leases that previously were classificd as operating leases. It establishes a single model for lease accounting
based on the foundational principle that leases are financings of the right to use an underlying asset. Under this
Statement, a lessee 1s required to recogiize a lease lability and an intangible right-to-use lease asset, and a lessor
15 required to recognize a lease recetvable and a deferred inflow of resources, thereby enhanang the relevance
and consistency of mformation about governments’ Jeasing activities,  SAWS adopted the requirements of
GASB Statement No. 87 effective January 1, 2022, SAWS presents two-year comparative financial statements.
As a result, 2021 was restated 1o recognize the lease receivable and inflow of resources associated with the leases
where SAWS was the lessor. Based on a review of the lease population, it was determined that leases where
SAWS was the lessce were immaterial and would not be recogniized at this time. This included the leasc liability
that was recorded in 2020 for certain fleet wehicles. Conscquently, the lability was written off, the assoclated
asscts were retired and a $6,323 gain on disposal was recognized. As of December 31, 2021, SAWS recorded a
short-term lease receivable of $287,870, a long-texm lease receivable of $4,264,096 and deferred inflow-leases of
$4,551,966. As of December 31, 2022, SAWS adjusted the short-term lease teceivable o $305,393, the long-
term teceivable to $3,958,703 and the deferred inflow-leases o §4,264,096 based on the stated interest rates
withinn each contract. 1f no iaterest rate was stated, SAWS used the Jeffries AAA rate 1n effect at the beginning
of the lease, (See Note M. for addiional information on GASBE Statement No, 87 and Note IN for details

regarding the restated net positon).

s GASB Statement No, 91, Condurt Debit Oblgations. This Statement provides a single method of reporting conduit
debt obligations by issuers and eliminates diversity in pracrice associated with commitments extended by issuers,
arrangements associated with conduit debt obligations and related note disclosures. The requirements of this
Starement are effective for reporting periods beginning after December 13, 2021, SAYS has not issued conduit

debt for the benefit of third-party obligors and was not impacted by this Statement.

s (GASB Statement No. 92, Omuibur 2020, The objectives of this Statement are to enhance comparability in
accounting and financial reportng and to improve the consistency of authoritative literature by addressing
practice issues that have been identified during implementation and application of certain GASB Statements.
This Statement includes changes to specific provisions involving GASBE Statements No, 10, No, 31, N, 34, No.,
48, No, 53, No. 62, No, 67, No. 68, No. 73, No, 74, No. 84, and No. 87, Paragraphs 4-5 covers the
implementation date of GASB No. 87. SAWS adopted GASB No. 87 in 2022 in accordance with GASB No.
95, Paragraph 6 addresses intra-entity transfers covered by GASB Na. 48, No. 67, No. 68, No. 74, and Nao. 75.
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SAWS had no activity covered by this paragraph and was not impacted by the change. Paragraph 7 relates to
assets accumulated for OPEB notin a trust and is not applicable to SAWS. Paragraphs 8 and 9 covers changes
selated to pension or OPLEB plans not held in a trust covered by GASB No. 73, No. 74 and No. 84, SAWS
docs not have a pension or OPEB plan covered by these paragraphs and was not impacted by this change.
Paragraph 10 covers changes to GASB No. 69 and No. 83 involving accounting for AROs in a government
acquisition. SAWS did not have any activitics covered by this paragraph and was not impacted by the change.
Paragraph 11 covers certain changes o GASB Neo. 10 involving accounting for insurance recoveties. SAWS
does not have any activity covered by this patagraph and was not impacted by the change. Paragraph 12 covers
changes to GASDB No. 62 and No.72 relating to non-recursing fair value measurement of assets or babilities,
SAWS does not have any assets or liabilities covesed by this paragraph and was not impacted by these changes,
Paragraph 13 requires 4 change in terminclogy for derivative instruments as defined in GASB No, 31, No. 53
and No, 62, The requitements of this Statement are effective for reporting periods beginning after fjune 15,

2021. SAWS implemented this Statement in 2022.

¢ (GASB Statement No. 97, Certain Component Unit Criteria, and Acconnting and Finansial Reporting for Tnternal Repenue
Cade Section 457 Deferved Compensatton Plans—an amendment of GLASB Stalements No. 14 and No. 84, and a supersession
of GASB Statement No. 32, °I'his Statement was issucd in June 2020 and certain requirements of paragraph 4 and
5 as it applics to defined contribution pension, defined contribution OPEB, and other benefit plans beecame
ctfective immediately. “The temaining requirements arc effective for fiscal years beginning after June 15, 2021
In 2022, SAWS evaluated the Empower 457 plan discussed in Note ] and determined the plan did not meet the
definition of a pension plan and would be classified as an other employee benefit plan for accounting and

financial reporting basis, Therefore, SAWS has no plans covered by the requirements of this Statement.

The following additional GASE proncuncements will be implemented in the future, Once implemented, application

of these standards may restate portions of these financial statements,

o GASB Statement 94, Public-Private and Public-Public Parinerships and Availability Payment Arrangements. "Ihe objective
of this Statcment is to improve financial reporting by addressing issues related to public-private and public-
public parmership arrangements. ‘Lhe requirements of this Statement are cffective for fiscal years beginning

after June 15, 2022, SAWS will implement this Statement 1 2023,

¢ GASB Staternent No. 96, Subsergprson-Based Information Technology Arrangements. This Statement provides guidance
on the accounting and financtal reporting for subscription-based information technology  arrangements
(SBITAs) for government end users. The requirements of this Statement are effective for fiscal vears beginning

after June 15, 2022, SAWS will implement this Statement in 2023

*»  GASB Statement No. 99, Omunibur 2022, "Lhis Statement establishes or amends accounting and financial
teporting requitements for specific issues related to financial guarantees (patagraphs 4-7}, derivative instruments

(paragraphs 8-10}, leases {paragraphs 11-17), public-public and public-ptivate partnerships (paragraphs 18-22),
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subscription-based information rechnology arrangements (paragraphs 23-25), the transition from the London
Interbank Offered Rate {paragraph 26}, the Supplemental Nutrition Assistance Program (paragraph 27),
nonmonctary rransactions {paragraph 28), pledges of future revennes (paragraph 29), the focos of government-
wide financial statements (paragraph 30), and terminology (paragraph 31 - 32). ‘The requirements in paragraphs
4-10 are effective after Junc 15, 2023, SAWS will implement these paragraphs in 2024, The requirements in
patragraphs 11-25 arc effective after Junce 15, 2022, SAWS implemented paragraphs 11-17 in 2022 in conjunction
with GASB Statement INo. 87, SAWS will implement paragraphs 18-25 in 2023, Paragraphs 26-32 wete

effective on issuance; SAWS was not impacted by these paragraphs.

¢ GASB Statement No. 100, Aconnting Changer and Error Corvections — an Amendment to GASB Statenent No. 62.
This Statement enhances accounting and financial reporting requirements for accounting changes and error
corrections to provide more understandable, reliable, relevant, consistent and comparable information for
making decisions of assessing accountability. The requircments for this Statement are effective for fiscal vears
beginning after June 15, 2023, SAWS is in the process of cvaluating GASB Statement Neo. 100 but does not

expect it to have an Impact on the financial statements. SAWS will implement this Statement in 2024

¢ GASB Statement No, 101, Compensated Absences, This Statement updates the recognition and measurement
guidance for compensated absences and amends certain previously requited disclosures, The requirements for
this Statement are effective for fiscal vears beginning after December 15, 2023, SAWS is in the process of
evaluating GASBE Statement No, 101 and has yet to determine the financial impact, SAWS will implement this

Statement in 2024,

Recognition of Revenues: Revenucs are recognized as goods or scrvices are provided. Customers” meters arc
read and bills arc prepared monthly based on billing eveles. SAWS uscs historical information to estimate and reeord

carnied revenue not yet billed.

Revenue and Expense Classification: Proprietary funds distinguish operating revenues and expenses from non-
operating items. Operating revenues and expenses generally result from providing services in connection with a
proprietary fund’s principal ongoing operations. The principal opesating revenues of SAWS are charges to customers
for water supply, water delivery, wastewater, and chilled water services. Operating expenses include costs of service,
administrative expenses and depreciation on capital assets, All revenues and expenses not meeting this definition

are reported as non-operating revenues and expenses.

Pensions: For purposes of measuring Net Pension Liabilicy/ (Asset), deferred outflows of resoutces and deferred
inflows of resousces related to pensions, and pension expense, information about the fiduciary nert position of the
SAWSRP, TMRS and DSPRP plans and addifions to/from the SAWSRP, TMRS and DSPRP fiduciasy net position
have been determined using the same basis as they are reported by SAWSRDP, TMRS and DSPRE. For this purpose,
benefit payments, including refunds of employee contributions, are recognized when due and pavable in accordance

with benefit terms. Investments are reported at fair value,
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Postemployment Benefits Other Than Pensions (OPEB): Tor purposes of measuring the Net OPHEB
Liability / (Asset), deferred owtflows of resources and deferred inflows of resources related 1o SAWS OPEB, and
SAWS OPLB expense, information about the fiduciary net position of the SAWS OPLB plan and additions to/from
the SAWS QPEB fiduciary net position have been determined using the same basls as they are reported by the SAWS
OPEB plan. For this putpose, benefit pavments, including refunds of employee contributions, arc recognized when

duc and payable in accordance with benefit terms. Investments arc teported at fair valuc.

Annual Budget: Approximately sixty days prior to the beginning of each fiscal year, an annual budget is presented
to the Board for consideration. This budget 1s prepared on an accrual basis and serves as a tool in conrrolling and
administering the management and operation of the organization. The anoual budget reflects an estimate of gross
revenues and disposition of these revenues in accordance with the flow of funds required by City Ordinance No,
75686 (See Note B), Once the annual budger has been approved by the Board, the budget is submitted to City

Council for review and consultation.

Restricted Resources: When an expenditure is made for purposes for which both restricted and unrestricted
resources arc available, it is SAWS policy 1o choosc the appropriaic resource based on the availability of resources

and funding goals established by management for those cxpenditares.

Cash Equivalents: SAWS considers investments with an original matutity of three months or less at the time of

putchase to be cash equivalents.

Investments: City Ordinance No, 75686, SAWS’ Investment Policy and Texas state law allow SAWS to invest in
ditect obligations of the United States or its agencies and instrumentalities,  Other allowable investments include
direct obligations of the State of Texas or its agencies and instrumentalities; secured certificates of deposit issued by
depository institutions that have their main office or a branch office in the State of Texas; defined bankers
acceptances and commercial paper; eollateralized direct repurchase agreements, reverse repurchase agreements; no-
load moncy marker mutnal funds; investment pools; municipal bonds; and other types of sccured or guaranteed
investments. “Thesc investments arc subject to market risk, interest rate risk, and credit risk which may affect the
value at which these investments arc recorded. Under the provisions of GASB Statement No. 31, money market
investments, including US Treasury and agency obligations, with a remaining maturity at time of purchase of one

vear or less are reported ar amoruzed cost. All other investments are repotted at fair value,

Accounts Receivable: Accounts receivable are recorded at the billed amounts plus an estimate of unbilled revenue
receivable, The allowance for uncollectible accounts 1s management’s best estimate of the amount of probable credit
losses based on account delinquencies and historical write-off experience. Account balances are written off against
the aliowance when it is probable the receivable will not be recovered. SAWS wrote off account balances toraling
$16.5 million in 2022 and $6.3 million in 2021, A provision to increasc the allowance for uncollectible accounts is

recorded as an offset to operating revenue. Beginning in March 2020 as a result of COVID-19, management
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inereased the provision to account for the suspension of service disconnections and late tees for non-payment. This
practice continued through October 2021, The provision recorded to offset revenues was $4.5 million in 2022 and
$24.0 millicn in 2021, In addition, SAWS recorded customer adjustments totaling $0.8 million in 2022 and $0.3
million in 2021. Duc to the implementation of GASB Statement No. 87, SAWS recorded alease reccivable in current

accounts receivable and the long-term lease receivalle was classified as noncutrent accounts receivable.

Other Curtent Assets:  Other current assets include inventory, prepaid expenses, and interest recetvable.
Inventories are valued at lower of cost or marker using the weighted average cost method. Inventoties (net) totaled
$7.7 mullion at December 31, 2022 and $6.3 million at December 31, 2021, Prepaid expenses totaled $9.3 million at
December 31, 2022 and $7.5 million at December 31, 2021, Interest receivable totaled $4.3 million at December 31,

2022 and $2.8 million at December 31, 2021,

Restricted Assets: Assets restricted by City Ordinance No. 75686, which incorporates the bond indentures, to pay
current liabilities are reported as current assets in the Statement of Net Position, regardless of their relative liquidity.
Assets restricted for the acquisition of capital asscts or to pay noncurrent liabilities are reported as noncurrent asscts
in the Statement of Net Position. A net pension assct and net OPEB assct is also reported as restricted noncurrent

asscts in the Statement of Net Position.

Capital Assets: Assets In service ate capitalized when the vnit cost is greater than or equal to $5,000. Utlity plant
additions are recorded at cost, which inciudes marerials, labor and diect internal costs during construction. Included
in capital assets ate intangible assets, which consist of puichased warter rights and land easements, costs associated
with acquiting additonal Certificates of Conventence and Necessity (CCN) related to new service areas and
development costs for internally generated computer software.  Assets acquired through financed purchase
agreements are recorded as assets in Utility Plant in Service and the financed purchase agreements recorded as
liabilities in Contract Payable using the present value of contract payments and any other non-executory costs,
Assets acquired through contributions, such as those from devclopers, are recorded at estimated acquisition valuc at
date of donation. Maintenance, repairs, and minor renewals are charged to operating expensc, while major plant

replacements arc capitalized.

Capital assets are depreciated on the straight-line method. This method is applied to all individual assets except
distribution and collection mains and intangible assets. Groups of mains are depreciated on the straight-line method
over an estimated average useful life of 50 years. Mains are included in the Distribution and transgission system
asset category and the Collection system categoty, Intangible assets not considered to have indefinite useful lives are
amottized over their estimared useful life, Capital assets are tested for impatrment when a significant unexpected

decling i its service utility oceurs,
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The following table shows an estimated range of useful lives used in providing for depreciation of capital assets:

Structures and improvoments 25- 50 years
Pumping and purification cquipmant 10- 30 years
Distribution and transmission system 17.5- 50 years
Collection system 500 years
Treamnent facilitics 25 ycars
Heuipment and machinery 5-201  years
Furniture and fixores 3-10 years
Computer equipment, 5  years
Software 310 vears
Intangible assers (definite nseful life) 200 years

Capital Contributions: Capital Conttibutions consist of plant contributions from developers, capiral recovery fees,
and contributions in aid of construction and/or grant proceeds received from governmental agencies for facilicy
expansion. Capital Conuibutions are recognized in the Statement of Revenues, Expenses, and Changes in Net

Position, after non-opetating revenues (expenses), when eligihility requitements are met,

Capital recovery fees ate charged to customers to connect to the water of wastewater system, By Texas law, these
fees ate to be used for capital expenditures that expand infrastructure capacity or to reimburse SAWS for the cost
associated with existing excess nfrastructure capacity. In certain instances, infrastructure that facilitates expansion
of SAWS’ service capacity is contributed by developers. Tn these instances, SAWS records the donated infrastructure
as plant contributions and may abate future capital recovery fees due from the developer equal to a portion of the
acquisition value of the infrastructure contributed. SAWS abated future capital recovery fees of $5.0 million in 2022
and $6.4 million in 2021, These abatements arc conditional based on the type of development and in ccrtain

instances, time requircments and geographic restrictions.

Deferred Outflows and Inflows of Resources: In addition to assets, liabilities, and net position, the Statement of
Ner Position includes separate sections for deferred outflows and inflows of resources. A deferred ourflow of
resources represents a consumption of net assets thar applies to a funige pesiod(s) and therefore, will not be
recognized as an outflow of resources until the applicable future period. A deferred inflow of tesources is an
acquisition of net assets that 1s applicable to future reporting period(s) and therefore, will not be recopnized as an

inflow of resources until the applicable future period.

Deferred charge on bond refunding and Deferved inflows — gain on bond refunding results from the ditfercnee in the carrying
value of refunded debt and its reacquisition price. This amount is deferred and amortized to intercst cxpense over

the shorter of the life of the refunded or refunding debt vsing the interest method.
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Deferved oniflons — nnamoriized avset vefivemend oblgattons (ARQ) result from unamortized asset retirement obligation costs.
This amount is deferred and amortized to depreciation and amortization expense based on the ARCY’s remaining

uscful life.

Dcterved outflows — pension and Deferred inflows — pension result from contributions made by SAWS to its defined henefit
pension plans after the measurement date of Net Pension Liability as well as changes in the Net Pension Liability
not yet reflected in pension expense. Changes in the Net Pension Liability not vet reflected in pension expense
include differences between projected and actual earnings on pension plan investments, expected and actual
experience with regard to economic or demographic factors and changes in assumptions about future economic or
demographic factors. Ihtferences between projected and actual earnings are recognized in pension expense over a
closed five-year perind. Other changes are recognized in pension expense using a systematic and rational manner
over a closed period equal to the average of the expected remaining service lives of all employees participating in the

plans.

Deferved ontflamns — OPLB and Deferred inflows — OPED result from contributions made by SAWS o its OPEB plan after
the measurement date of Net OPEB Liability as well as changes in the Net OPEDB Liability not ver reflected in OPEB
expense. Changes in the Net OPEB Liability not yet reflected in OPEDB expense include differences between
projected and actual eatnings on OPED plan investments, expected and actual expertence with tegard o economic
or demographic factors and changes in assumptions abourt future economic or demographic factors,  Differences
between projected and actual earnings are recognized in OPEB expense over a closed five-year period.  Other
changes are recognized in OPIIB expense using a systematic and rational manner over a closed period equal to the

average of the expected remaining service lives of all employees participating in the plans.

SAWS is a party to an interest ratc swap agreement which serves to hedge interest rates on a portion of SAWS
variable ratc debt. ‘The agreement qualifics as a dexfvative Instrument and meets the requirements of an cffective
hedge in accordance with GASB Statements No. 53 and 64. As a result, hedge accounting is used to account for the
changes in the fair value of the swap agreement. Aeoumuiated decrease in fair value of bedging derivative instrument tepresents
the change in the fair value of the interest rate swap that has not been recognized in the Statement of Revenues,
Expenses and Changes in Net Positon due to the use of hedge accounting. For more information about this

derivative mstrument see Note G,

Deferred nflows — leares — As a part of the implementation of GASB Statement No, 87, Leares, SAWS is required o
record an offset to any lease receivable to Deferred inflows — leases. SAWS will measure the lease receivable and
the corresponding Deferred inflows — leases at the net present value of all payments. SAWS will recognize leasc
revenue and interest revenue in a rational and systematic manner over the life of the lease. For more information

about leases sec Note M.
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Customer Deposits: SAWS collects an advance deposit from new customers to secure payment of the customer’s
final bill. The deposit is refundable once the customer has demonstrated an acceptable payment history of no more
than two late payments within the first twelve-month period. SAWS may collect an additional depasit for customers

whose service has been tarned off for non-payment and nced to restore scrvice.

Compensated Absences: It is SAWS’ policy to accrue earned but unused employee vacation pay as well as the
employer portion of Social Secusity taxes and required emiplover pension conttibutions related to the accrued
vacation pay. The toral vacation paid in the cugrent vear 1s used as the estimated amount to be due within one veas,

Sick leave is not accrued as a terminating employee 1s not paid for accumulated sick leave,

Revenue Bonds & Commercial Paper: SAWS issues revenue bonds to finance capital improvement projects,
refund cutstanding bonds 1o reduce future debu service payments, and pay the cost of issuance, All SAWS’ revenue
bonds are secured by a lien on and pledge of ner revenues of the system.  Additionally, certain SAWS” bonds are
turther secured by the maintenance of a reserve fund established for the benefit of the bondholders. SAWS
maintaing a commercial paper program that is used to provide funds for the interim financing of a portion of its

capital improvements.

Contract Payable: Financed purchase agreements that transfer ownership of an undetlying assct at the end of the
tetm, do not have a termination option and do not meet the definiton of a lease according to GASD Statement No.

87.

Self-Insurance: SAWS 15 self-nsured for a pottion of workers' compensation, emplovee’s health, employer’s
liability, public officials’ hability, property damage and certain elements of general liability. A lisbility has been
recorded for the estimated amount of eventual loss, which will be incurred on claims arising prior to the end of the

pericd including incurred but not reported claims.

Detivative Instrument: As noted above, SAWS is a party to an intcrest rate swap agreement that qualifics as a
derivative instrument. Additonally, mutual fund investments held by SAWS fiduciary funds may usc detivative
instraments as part of their investment strategy. ‘Lhese mutual funds are comingled pools, rather than individual

securlties.

Estimates: The preparation of financial statements in conformity with generally accepted accounting principles
requites management to make estimates and assumpuons that affect certain reported amounts and disclosures,

Accordingly, actual results could differ from those estimates.

Reclassifications: Certain amounts presented in the prior year data have been reclassified in order to be consistent.

with the current year’s presentation.
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NOTLE B - CITY ORDINANCE NO. 75686

Funds Flow: City Ordinance No. 75686 requires that SAWS gross revenues be applied in sequence ro: (1) System
Fund for payment of current maintenance and operating expenses including a reserve equal to two months of
budgeted maintenance and operating cxpenses for the carrent fiscal year; (2} Debt Service Fund requirements of
Scnior Licn Obligations; (3) Rescrve Fund requirements of Scnior Lien Obligations; (4) Interest and Sinking Fund
and Reserve Fund requirements of Junior Lien Obligadons; (5) Interest and Sinking Fund and Reserve Fund
requirements of Subotrdinate Lien Obligations; (6} Payment of amounts required on Inferior Lien Obligations, and

{7y Transtets to the City's General Fund and to the Renewal and Replacement Fund.

Payments to the City’s General Fund: City Ordinance No. 75686 requires SAWS to make payments to the City
each month after making all othet payments required by the City Ordinance. The amount of the payment is
determined by City Council from time to time and cannot exceed 5% of Gross Revenues. (ross Revenues consist
of all revenue with respect to the operation and ownership of SAWS with the exception of capital contributions,
payments received under the CPS linergy contract for recycled water, discussed below, the federal subsidy of interest
on Build Amcrica Bonds and carnings on funds deposited in the Project Fund and Reserve Fund until the Reserve
Fund contains the required rescrve amount. In Qctober 2019, SAWS payment to the City was increased from 2.7%

o 40% of Gross Revemmes. Payments to the City arc reported as non-opcrating cxpensce in the Statement of

Revenues, Expenscs and Changes in Net Positdon,

Reuse Contract: SAWS has a contract with CPS Enetgy, the city owned electricity and gas uality, for the provision
of reuse water. According to the City Ordinance, the revenues desived from the contract have been restricred in use
to only reuse activities and are excluded from gross revenue for purposes of caleulating any payments to the City's

General Fund,
Pledged Revenues: Net Revenues of SAWS have been pledged to the payment and security of its debt obligations.
Net Revenues are defined by the City Ordinance as SAWS’ Gross Revenues after deducting operating expenses

before depreciation.

No Free Service: 'The City Ordinance also provides for no free services except for municipal fire-fighting purposcs.
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NOTE C - CASH AND INVESTMENTS

San Antonio Water System

The following is a reconciliation of cash and investments rcportcd in the Statements of Nct Position to deposits and

investments disclosed in this note for December 31, 2022 and 2021,

{amsonnis in thowsands) December 31,
2022 2021

Reported in Statements of Net Posttion:

Cash and Cash Equivalents:

Unrestricted 3 222058 £ 165,654
Restricted - current 23902 76,126
Restricted - noocurrent 117,088 1.85,208
Total cash and cash cquivalents 363,048 426 988
Invesunents:
Unrestricred 394966 375,994
Restricted - current 191,724 127 801
Restricted - noncurrent 503,034 451,377
Total investmonts 1,089,724 YR3272
T'otal Cash, Cash Equivalents and Invesunents $ 1452772 $ 1,380,260

Reparted amounts in note for:

Deposits $ 17,709 $ 44059
Tnvestments 1,435,063 1,336,201
Total Deposits and Investmoents § 14527372 £ 1,380 260

Deposits: As of December 31, 2022, SAWS’ funds are deposited in demand accounts at TP Morgan Chase, SAWS
gencral depository bank. As required by state law, all SAWS’ deposits arc fully collateralized and/or are covered by
federal depository insurance. At December 31, 2022 and 2021, the collateral pledged was a letter of credit issued by
the Federal Home Loan Bank of Cincinnad, under SAWS™ name so SAWS incurted no custodial credit risk. At
December 31, 2022, the bank balance of SAWS’ demand accounts was $1,938,000 and the repotted amount was
$17,709,000, which included $18,000 of cash on hand. At December 31, 2021, the bank balance of SAWS’ demand
accounts was $42,509,000 and the reported amount was $44,059,000, which included $15,000 of cash on hand.

Investments: As of December 31, 2022, and 2021, investments include securities issued by the United States
government and its agencies and instrumentalities, municipal securities, money market funds and investment
pools. As of December 31, 2022, securities purchased are held in custody by Bank of New York Mellon and
registered as securities of SAWS. Money Market Tunds are managed by Tidelity and Morgan Stanley and are invested
in securities issued by the 1.8, government or by 1.5, agencies. Funds in investment pools are invested in TexPool
Prime, Texas Class, T'exas Fixed Income ‘T'rust and Texas TERM. Investment pools may invest in commereial paper
and certificates of deposit, as well as obligations of the U.S. government or its agencics and instrumentalitics, and
repurchasc agreements as allowed under the Public Funds Investment Act (PFIA). All investments in moncy market
funds and investment pools are reported at amortized cost. Amortized cost apptoximates fair value for these

mvestments,
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The following tables provide information related to SAWS investments ar Diecember 31, 2022 and 2021,

December 31, 2022
{enders in fhosnsands)
Weighted
Mllacadon Average
Bepaorted Based on Tair Manaricy
Investment Type Valuc Thaig Valuc Value Credit Radag {n days)
U8, Treasury Sceuritges S 274,821 § 274821 19%4 Ana 493
L5, Agency Nows BR3469 383464 41% AA+ 626
Municipal Bonds 231,434 231434 6% AMA © AN &2
Money Marker Funds
Fidelity lsdmiona MMF 25080 28,080 2% AdAm 1
Morgan Sunley 17,652 17,652 1% AdAm 1
Texas Class Investment Pool 98,602 8,002 T AAAm 1
Texpool Prime Local Government Pool 131,414 131414 0%, AMAM 1
Tesas FIT Cash Pool 69,501 449,541 3% AAAS 1
Total Investments S LA33063  F 1435063 100% 451
December 31, 2021
{eodars 7n thowsands)
Weighted
Allocation Averuyg
Reparted Based on s Matusity
Investment '1ype Valug liair Valuc Vabue Credit Rating {n davs)
T15 Treasury Securities 4 00700 b SO0, 700 2204 AAd+ 579
115, Ageney Notes 353534 358,334 7% AA+ a84
Municipal Boads 246,530 246,330 18%  AAA 0 AA- (91
Money Marker Funds
Fidelity Instituional MME 36,507 30,507 3% AAAm 1
Maorgan Stanley 17,522 17,522 1% AAAmM 1
1'exas Class Invesmment Pool 43,489 03,489 3% Addm 1
Tezpool Prime Local Governmenl Pool R7A451 57451 444, Al 1
Texas FIT Cash Paol 207080 207 980 1% AANSL 1
Texas Term lnvestment Pool 47 508 47,505 4%, AMNAT 145
Total lnvesanents 133620 § 0 1,336201 100%, 301
—_—

Intetest Rate Risk: Intcrest rate risk is the risk that a change in market interest rates of fixed income sceuritics
will adverscly affect the fair value of an investment. As a means of limiting its cxposure to fair value losses due 1o
rising interest rates, SAWS® investment policy limits its investments maturitics to no more than five years. At
December 31, 2022 the longest remaining marurity for any investment was approximately four years with
approximately 56% of the investment portfolio matuting in less than one yeat. At December 31, 2021, the longest
remaining marurity for any investment was approximately four years with 46% of the nvestment portfolio maturing

i less than one yeat,

L
[N
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Credit Risk: Credit risk is the risk that an issuer of financial securities will not fulfill its obligations to the holder of
the obligation. In accordance with its investment policies, SAWS manages exposure to credit risk by limiting its
investments in long-term obligations of other states and cities to those with a credit rating of “A” or better. As of
December 31, 2022 and 2021, the lowest rated municipal secority held was “AA-". Additionally, any short-term

investments require a rating of at least “A-17 ot “P-17

Concentration of Credit Risk: Concentration of credit risk for investments is the risk of loss attributable to the
magnitude of an investment in a single issucr. SAWS’ investment policy does not limit the amount it may invest in
ULS. Treasury secutities, government-guasanteed secutities, of government-sponsored entity securitics. However, in
order to manage its exposute to concentration of credit sisk, the investment policy does limit the amount that can
be invested mn any one governiment-sponsored issuer to no mote than 50% of the total iInvestment portfolio, and no
mote than 30% of the total investment portfolio in any non-government issuer unless 1t is fully collateralized,

excluding investment pools and money matket funds.

As of December 31, 2022, and 2021, the percentage of the investment portfolio for government-sponsored issuers

that represent 3% or more of the total investments was as follows:

December 31,
2022 2021
Federal Home Loan Bank 3204 18%

Custodial Credit Risk: Custodial credit risk is the risk that, in the cvent of a financial institution failure, SAWS’
deposits or collateral securitics may not be returned to it. For SAWS, this risk is completely mitigared by (1) insurance
coverage provided by the custodian that protects against loss of cash or securitics held In custody and (2} collateral
in the form of lettets of credit issued by the Federal Home Loan Bank of Cincinnati over the Federal Deposit

Insurance Corporation lunit. Texas public fund accounts are collateralized at 100%.

Fair Value Measurement: SAWS categorizes its fair value measurements within the fair value hierarchy established
by generally accepted accounting principles, The hierarchy 13 based on the valuation nputs used to measure the fair
value of the asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant

other observable inputs; Level 3 inputs are significant unobservable inputs.
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The following tables summarize SAWS investments by the fair value hierarchy as of December 31, 2022 and 2021,

{wmonnis in thouiands) Decernber 31, Tair Value Meayarements Using
2022 Javel 1 Level 2 Jevel 3
Investments by fair value level
T8, Treasury Securities $ 274821 $ 7481 3 - % -
175, Agency Notes AE3A69 - 83,400 -
Municipd Bonds 2314534 - 231434 -
Total investments measured at fair value ¥ 108972 $ 274,821 % B14,903 3
{amesunts in thowiands) December 31, Fair Value Measuremenis Using
2021 Tevel 1 Level 2 Tevel 3
Tnwestments by fair value level
1.5 I'reasury Securities 3 SO0T00 S AHLT060 S - ¥ -
LS Agency Notes 358,534 - 358,534 -
Municipal Bonds 246,530 . 246,530
T'exas et Invesunent Pool 47 R08 - 47 h03 -
Total invesunents measutred at fair value i3 053272 § 300700 0§ 652572 % -

Pricing for Level 1 inputs is provided by a pricing setvice as of the measurement date using pticing from exchanges.
Securities classified in Level 2 of the fair value hierarchy are valued using interest rate curves and creclit spreads

applied to the terms of the debt instruments (maturity and coupon interest) and consider the counterparty rating.

Restricted Cash and Investments: Cash and investments ate resticted for a vatiety of purposes based on the
requirements set forth in City Ordinance No., 75686, state law or SAWS policy, The following table summarizes both

current and noncurrent restricted cash and investmenis by purpose at December 31, 2022 and 2021.

December 31,
(amnnnts in thousands) 20022 2021

Resericted for:

Operations b 78,553 # 75,675
Debt Service 81,106 81,790
Debt Service Resetve 13,072 32,401
Constructdon - accrued liabilides 55967 46,562
Construction - capital recovery fees 192,883 243,927
Construction - bond procecds 414,167 360,257
‘I'otal Restricted Cash & Tnvestments $ 835,748 $ 840,612

"The requirements of City Ordinance No. 75686 stipulate that SAWS must accumulate and malnrain a reserve cqual
to 100% of the maximum annual debt service requirements for senior lien obligations. Additional City ordinances
require SAWS to maintain a debt serviee reserve equal to the average annual debt scrvice on all junior lien obligations

secured by a reserve fund. Not all SAWS junior lien obligations requite the security of a debr service reserve.
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Increases in the required reserve amount may be deposited into a reserve account over a five-vear period. Ordinance
No. 75686 allows for SAWS w0 provide surety policies equal to all or part of the required reserve. SAWS may use
bond proceeds to make the required deposits related to new debt issucd. Debt service reserve deposits are required
to be maintained untl a) the revenue bonds mature, by the surety policy provider’s credit ratings improve to the
minimum ratings required under SAWS bond ordinance, or ¢) new surety policies arc provided that meet the

requirements of the bond ordinance.

The following table summarizes the cash and investments restricted for Debt Service Reserve at December 31, 2022

and 2021 based on the allocation of the funds between junior len and senior Lien bond requirements.

December 31,

{amiosints in thensands) 2022 2021
Restricted for Junior Licn Bonds % 13,072 # 13,487
Restricted for Senior Lien Bonds - 18,914

Total Cash & Investments - Debk Service Reserve b 13072 » 32,401

Funds restricted for constructon mnclade amounts needed 1o pay accrued construction liabilites, collected but
unspent capital recovery fees and unspent bond proceeds, Funds restricted for accrued construction labilives and
unspent bond proceeds are completely offset by related habilities. By state taw, capital recovery fees are restricted

for the construction of the infrastructure upon which the caleulation of the fee is based.

San Antonio Water System Fiduciary Funds

The fiduciary financial statements include three fiduciary funds related to SAWS employee benefit plans: the San
Antonio Water System Retitement Plan (SAWSRP), the District Special Project Retirement Income Plan (DSPRP)

and the San Antonio Water System Retiree Health Trust (SAWS OPEB Trust),

In 2020, SAWS established an investment policy tor the SAWSRE and DSPRP fiduciary funds, Ttis the policy of
the SAVWSRE and DSPRP to invest 20% to 55% of their assets in fixed income securites, 40% to 70% of their assets
in equity securities and 0% to 15% of their assets in real assets. The SAWSRP and DSPRP utilize an invesument
manager to make recommendations as to the appropriate target portfolio weightings among major asset classes.
Additionally, the investment manager has full discretionary authority to buy, hold, and scll investments subject to

the guidelines as defined in the SAWSRSP and DSPRP investment policics.

In 2012, SAWS cstablished the SAWS OPEB Plan for the cxclusive purpose of funding health and life benefits
provided to cligible retirees and their dependents. It is the policy of SAWS OPEB Plan to invest 49% to 67% of its
assets In cquity sccuritics, 28% to 30% in fixed income securities, 1% to 5% in real asscts and % to 3% In cash.
SAWS OPEB Pian urilizes an investment manager to make recommendations as to the approptiate target porrfolio
welghtings among major asset classes. Additionally, the invesument manages has full discretionary authonty to buy,

hold, and sell investments subject to the guidelines as defined in SAWS OPEB Plan’s investment policy.
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The following tables summarize fiduciary fund investments by plan and in total at December 31, 2022 and 2021.

December 31, 2022
{eodiars in thousanads)
Allocation
SAWS OPEB Toml All Based on Fair

Tnvesmment'I'vpe SAWSRY DsPrP Plan Plans Value

Collecive, Pooled & Mumal Funds:

Domestic Bquily 3 91924 % 3198 % 23,221 5 148,643 RERE

International Equicy 44,155 1,433 11,574 R7,162 14.0%

Domestc Debe 104,767 434 A2 268 147474 J7.0%

Real Esrate 21,224 - - 21,226 N4%

Balanced / Assct Allocation 15,666 - - 13,666 3.9%

Annuity 110 - - 1110} (L%
Money Market Munral Lunds - - 217 217 1%
Standard Insurance Company:

Guaranteed Long-term lund - 2133 - 2133 (1.5%
T'otal Tnvestments 3 2T % 7203 % 107,580 5 392631 T

Deceimber 31, 2021
(doderr in thousands)

Allocaton
SAVS OPLB Total All Based on Laie
Tnvestment Type SAWSRP DSPRP Plan Plans Value

Collective, Pooled & Muneal Funds:

Domestc Equity 3 113,135 3 BTG 3 55,726 5 172,688 BLANEA

International Equity RZ63 1,582 17,702 72,247 15.8%

Domestc Debe 121,862 ROY 47 946 17315 37.3%

Real Listate 200,355 - - 20336 4.5%

Balanced / Asser Allocation 16,356 - - 16,336 3.6%
Money Market Mutud L'unds - - 146 144 0
Standard Insurance Company:

Guatanteed Long-term lund - 2,560 - 2,560 (&Y%
Tor nvestments 3 2467 3 8475 3 121 320 § 44608 TR

The Standard Insurance Company Guaranteed Long-term Fund s reported at contract value as of December 31,
2022 and 2021, and money market mutual funds are reported at amortized cost, which approximares fair value.

Money market funds are reported as Cash and Cash Lquivalents in the Statements of Fiduciary Net Position.

Fair Value: SAWS categorizes its fair value measurements within the fair value hicrarchy established by generally
accepted accounting principles. ‘The hicrarchy is based on the valuation inputs used to measure the fair valuc of the
asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 Inputs are significant other
obscrvable inputs; Level 3 inputs arc significant unobservable inputs. Pricing for Level 1 inputs is provided by a
pricing service as of the measurement date using pricing from exchanges. Pricing for Level 2 mputs Is provided by

vatrious soutces such as iSSLlCI_’., mvesttnent managers or fund accountants.
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The following tables summarize tiduciary fund investments by the fair value hierarchy as of December 31, 2022 and

2021.
fdobiars in Hotrands} December 31, Fair Valuc Measurernent Using
Tnvestment ype 2022 Level 1 Level 2 Level 3
Collective and Poaoled Tunds
Domestic Tiguaty § 148,643 5 97,742 § 304901 b -
Tnternational Tiguity 57,162 53,007 4,155 -
Domestic Debt 147 474 121,138 26,336 -
Real Tistare 21,226 21,226 - -
Balanced/ Asset Allocation 15,666 13,666 - -
Total Investments £ 390,171 5 308,779 £ 81,392 3 -
fdobiars in Hotrands} December 31, Fair Valuc Measurement Using
Tnvestment 'Lype 2021 Level 1 Level 2 Level 3
Collective and Pooled Tunds
Domestic Tiquity B 172,688 s 116,275 » 36,413 ¥ -
Tnternational Tiquity 72,247 50,561 11,686 -
Domestie Debt 170,315 139,938 30,377 -
Real Fstare 20,356 20,356 - -
Balanced/ Asser Allocation 16,356 16,356 - -
Total lnvestments £ 451,902 5 343,486 £ 08,476 3 -

Fiduciary Fund investments are not subject to the Public Funds Investment Act, The investments are subject to the

following risks:

Credit Risk: The individual investments held by the Collective, Pooled and Mutual funds at December 31, 2022
and December 31, 2021 were not rated. The Standard Insurance Company Guaranteed Long-term Fund had a rating

of A by S&P Global Ratings at December 31, 2022 and A at December 31, 2021

Concentration of Credit Risk: As of Deeember 31, 2022, and 2021, more than 99% of fiduciary fund investments

were in collective, pooled and mumal funds,
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The following funds exceeded 5% of fiduciary net position:

Principal Core Plus Bond Separate Account-7,

Principal LargeCap S&P 500 Index Separate Account-£
Principal Diversified International Separate Account-Z
Principal MidCap S&1? 400 Index SA-Z

Principal US Property

Principal Core Plus Bond Separate Account-Z

Principal LargeCap S&1 500 [ndex Separate Account-7.
Principal Diversified International Separate Account-Z
Principal MidCap S&P 400 Index SA-Z

December 31, 2022

22.65%
12.24%
6.56%
6.47%
5.41%

December 31, 2021

22.71%
13.06%
6.87%
6.86%

Interest Rate Risk: The effective duration of the Domestic Debt funds was 5.9 years at December 31, 2022 and

5.7 years at December 31, 2021, The Standard Insurance Company Guaranteed Long-term [Pund had an effective

duration of 5.8 vears at December 31, 2022 and 6.2 years at December 31, 2021,

NOTE D - ACCOUNTS RECEIVABLE

Accounts receivable consisted of the following at December 31, 2022 and 2021:

(emmounts in thosrands) 2022 2021*
Clutrent
Receivable from customers $ 89,260 $ 90,666
Unbilled revenue 28,120 37,699
Reccivable from leases & governmental agencies 1,355 1,096
Less: Allowance for doubtful accounts (32,673) (43,870)
86,062 85,591
Noncurrent:
Receivable from leases 3,959 4,264

T'otal accounts receivable i

90,021 § 39,855

* 2021 was restated in 2022 due to the implementation of GASD Statement No. 87.

Due to the implementation of GASB Statement No, 87 in 2022, SAWS recorded a lease receivable in accounts

receivable, of which $0.3 million was classified as curtent accounts teceivable as of December 37, 2022 and 2021,

In addition, the long-term lease receivable of $4.0 million and 34.3 million was classified as noncurrent as of
: z

Drecember 31, 2022 and 2021, respectively.
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NOTLE E - CAPITAL ASSETS

A summary of capiral asset activity for the vear ended December 31, 2022 15 as follows:
) P : ) >

famunit i Hostiamds)

Capieal assers, not bedng depreciated:

Land

Water rights purchased
Chber intangible assets
Comstraction in progress
Total capital assets, not heing

depreciated famaortized

Capital. assets, being depreciated
Srucrires and Improvements
Purmping and purificaden cquipment
Distribunion and transmission system

Treavmene lacildes

Heuipament and machinery

Furniture and fistures

(::jzmpuf{:r cyuipTnent
Softwar

Crther intangihble asscts
Taral capiral asscts being
depreciated amortized

Less accummlared depreciation
Sruclures and improvements
Putnping and purification equipment
Distribution and transmiszion systerm

Treatment faciltics

Tquiprent aod machinery
Fumiture and fosmares

Computer cquiprment
Software

Chher intangible assets
‘Tanal accumulated depreciation

Total capital assets, being

depreciated famortized

Capieal assers, net

Decomber 31, 2021

Incruases

Transtors

Drecronses

Dcernber 31, 2022

5 169,022 % 168 % 4,430 1 % 173,669
248 881 - - - 248 851
KEl - - - 30
G481 RT0,049 396,577 28T IR A6
1,022,004 577 £392,007) 2,858 1,198,226
1,059,502 161 24,714 9,836 1,074,541
281,050 - 6,658 96 287 502
3 740045 - 61,730 11,220 3,790 555
2,052,191 - 269,452 19,990 3,201 653
488,533 7,136 28,7100 6,226 515,133
6,591 - - - 6,591
30,512 1,954 - 943 31,488
35,566 51 3,833 39,430
1,354 - - 1,334
8,615,324 9,307 392,087 48,351 8,268,377
504,117 (28,263 - (4,239 £529,141)
{103,872) 9,57 - 96 {113,355
{U34.570) (73,347 11,2201, {996,903
{909,189 (60), 105} (19,985 (P49,303)
{193,957 (20,258} 5,473 (217,742
{6,360 {68) - - {6,428
{22,956) {2,152 - (880 (24,228
{44,556) {4,320 - - {@9,078)
(787 (65} - - (853
(2,520,570 (207,360 - 0897 (2,687,053
6,004,954 (108,253} 302,007 A4 6,281,344
& 711048 § 374864 % - 10342 % 479,570
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A summary of capiral asset activity for the vear ended December 31, 2021 1s as follows:
) P : ) >

(ammnuntt it thosvandi)
Dyecember 31, 2020 Incresses Transters Decreases [yecember 31, 20121

Capital assels, nol being depreciated:
Land $ 162438 % - % G830 246 % 169,022
Warter rights purchased 248 881 - - - 248 881
Chher intangible assers 70 - - - 70
Constmiction in pragress 321 627 474 057 {390,436) 1,407 6053 821
‘Laral capiral assels, not being

depreciated, amordzed 333,316 474 037 {383,600 1,683 1,022,004
Capital assets, being depreciated
Souctures and improvements 1,002,870 394 h8.808 1,770 1,059,502
Purmping and purificaden cquiprment 279,218 4641 1,351 - 231,030
Distrbuton and transmission system 2.610,086 - 138,633 8,674 2,740,045
Trearment faciltes 2,800,410 - 167,975 16,194 2.532,10
Lquiprnent and machinery 477,239 TR02 16,839 13,347 488,533
Turnitune aod fxnares &,515 - 4 4,501
Computer cquipoment 24700 1,333 227 30,512
Softrwrar 35,607 a0 121 35,566
Other intangible asscts 1,351 1,351
Total capital assets being

depreciated famortixed 8,202,205 HIAIF) 383,600 4,637 5,515,324
Less accutnulated depreciaion
Struclnres and improvements (276,6067) (28,011} - (5613 304,117
Punping and purificadion equipment 94,744 5128 - - (103,872
Distribution and Lransmission system (72534 (70,716} - 8,074 {234 570)
Treaument {acilles {803, 407) {506,474} - (L0680 {909,189
Equipment and machinery {179,070) (28,071} - (13,1903 {193.957)
Furniture and fixares {0,294 (70 - Cy (6,360
Computet equipment 21,409 (2,066} - (515 (22 956)
Software {AL4064 4,215 - (1213 {44.556)
(Chher intangible assets 719 (68} - - 7871
‘Laral accummlated depreciation (2,335,308 (193,517} - (33,755 (2,320,270
‘Laral capital asscts, being

depieciated amortized 5,506,977 (188,747 383,606 6,852 6,094,954
Capieal assers, net & 6,340,293 § 285290 % - 8535 § 7,117,048

Asset Impairment: SAWS periodically reviews its capital assets for possible impaitment, As part of SAWS’ capital
impravement program, SAWS incurs costs to design capital improvement projects,  These costs are included in
capital assets as Construction in Progress. Petiodically the actual construction of these projects may not oceur due
to changes in plans. Once it has been determined that construction will not proceed, any capitalized costs are charged

off to operating expenscs. Design and project costs written off totaled $2.9 million in 2022 and $1.4 million in 2021.

SAWS owns a water treatment plant in southwest Bexar County to treat water supplied from Medina Lake and the
Mecdina River. During the height of the 2011 - 2014 drought, Medina Lake watcer levels were greatly diminished
leading to poor water quality. As a tesult, the treatment plant was idled from April 2013 through August 2015, Due

to heavy rainfall during the summer of 2015, lake levels increased to a peak of nearly 80% of capacity, SAWS
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restarted the treatment plant on September 1, 2015 and treated approximately 500 acre-feer of Medina River water.
Water quality concerns persisted, and SAWS elected to idle the treatment plant again in October 2015, During the
planning efforts to develop the 2022-2023 Water Management Plan, it was determined that corrent available water
supplics were expected to be sufficient to meet eustomers’ demand in the foresceable future without utilizing the
Medina supplics duting the drought of record. ‘Lhe restoration costs were evaluated and deemed significant in
relation to the scrvice utility of the plant. As a result, the plant was deemed permanently impaired as of December
31, 2022, The $7.2 million temaining book value of the plant was wtitten off and the loss was recorded as a special

item in the Statements of Revenues, Expenses and Changes in Ner Position,

NOTE F - OTHER LIABILITIES
Accrued Vacation Payable: SAWS records an accrual for vacation payable for all full-time employees and pays
unused vacation hours available at the end of employment with the final paycheck. Changes in the liability amount

for 2022 and 2021 were as follows:

{emonnts in thousands)

Balance at Balance at Estimated
Beginning of  Current-Year Lnd of Due Within
Year Accruals Pavymenis Year One Year
Year Ended
December 31,2022 § 13,5334 % 9,122 S o2y § 15632 § 7,024
Year Ended
December 31, 2021 § 13197 % 6,485 S 6,148) $ 13,534 b 6,148

Risk Management

Health Care Bengfire: SAWS provides health cage benefits to eligible emplovees and retitees through a self-insured
plan that includes medical, prescriprion diug and dental benefits, The payment of claims associated with these
benefits is handled by thitd party administrators, Plan participants contribute a portion of the cost of providing
these benefits through payroll deductions or monthly premiums, annual deductibles and other co-payments. SAWS

was self-insured for the first $500,000 of medical claims per person during 2021 and 2022,

(ther Risks: SAWS is cxposed to various risks of financial loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; injuries to emplovees; and natural disasters. SAWS is sclf-administered and self-
insured for the first $2,000,000 of cach workers” compensation and gencral liability claim and is fully sclf-insured for
automobile liability. Claims that exceed the self-insured retention limit for workers’ compensation and general
lability arc covered through SAWS’ comprehensive commercial insutance program (CCIP). Additionally, under the
CCIP, SAWS maintains decuctible programs for public officials and employment practices liability, fiductary liability,
polluton legal hability, drone Lability, cyber lability and crime with varying deductibles. Property coverage 1s o a
replacement cost basts with a deductible of $250,000 per occurrence. Settled claims duting the last three years have

not exceeded the insurance coverage in any year,
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The claims liability for health care benefits and other risks, including incurred but not reported claims, is based on
the estimated ultimate cost of settling the claims. Changes in the liability amount for the last three fiscal years were

as follows:

{amosnis in thausands)

Balince at Balancee at Estimatced
Beginming of  Current-Year Fnd of Due Within
Year Accruals Payments Year One Year

Year Ended
December 31,2022 8821 § 19373 §  (19682) §  BS513  § 8513

Year Ended
[December 31, 2021 8,205 24234 23,618} 8,821 8,821

Year Lnded
December 31, 2020 8,312 23,627 (23,734 8,205 8,205

NOTE G - DERIVATIVE INSTRUMENT

In 2003, SAWS entered into an interest rate swap agreement in connection with its City of San Antonio, Texas,
Water System Subordinate Lien Revenue and Refunding Bonds, Series 2003-A and 2003-B (the “Series 2003 Bonds™)
issued in a variable interest rate mode. The Series 2003 Bonds were issued to provide funds for SAWS’ capital

improvements program and to refund certain outstanding commercial paper notcs.

Objective of the Interest Rate Swap: The swap was used to hedge interest rates on the Series 2003 Bonds to a
synthete fixed rate that produced a lower interest rate than a traditional long-term fixed rate bond issucd at that
tme. In August 2008, SAWS used commercial paper notes to redeem $110,615,000 of the §111,615,000 outstanding
principal of the Series 2003 Bonds due to unfavorable market conditions selating to the ratings downgrade of the
2003 Bond insurer, MBIA Insurance Corporation (MBIA). In 2009, SAWS redeemed the remaining §1 million of
the Series 2003 Bonds through the issuance of additional commercial paper. The interest rate swap agreement was
not terminated upon the redemption of the Series 2003 Bonds and instead serves as an offomarket hedge for that
portion of the commercial paper notes cutstanding, which pertain to the redemption of the Series 2003 Bonds,
SAWS currently intends to maintain a portion of its cutstanding commercial paper in amounts matching the notional
amounts of the swap. SAWS did not recognize any economic gain or loss as a result of this refunding since the debt
service requirements of the commercial paper notes are expected to closely match the debt service requirements of
the refunded debt. Commercial paper notes totaling $64,385,000 at December 31, 2022 and $65,820,000 at

December 31, 2021 were hedged by the interest rate swap agreement.

Terms: ‘Lhe swap agreement contains scheduled reductions to the cutstanding notional amounts that arc expected
to follow the original scheduled reductions of the Series 2003 Bonds. The Series 2003 Bonds were 1ssued on Match
27, 2003, with a principal amount of $122,500,000, The swap agreement matures on May 1, 2033, At the ume the
swap was entered into, the counterparty was 3ear Stearns Financial Products, Inc. (Bear Stearns FPI}, with the index
for the vatiable rate leg of the swap being the Secusities Industry and Fimancial Markets Association (SIFMA)

Municipal Swap Index,
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In 2008, JPMorgan Chase & Co. announced its acquisition of The Bear Stearns Companies Ine., the parent of Bear
Stearns FPL JPMorgan Chase & Co. guaranteed the trading obligations of the Bear Stearns Companies Inc. and its
subsidiaries. Eiffective June 16, 2009, the swap agreement was amended between SAWS, JPMorgan Chase & Co,
and MBIA to provide for JTPMorgan Chase Bank N.A. (JP Morgan Chasc) to become the swap counterparty and
allow for the remainder of outstanding Serics 2003 Bonds to be redecmed, while maintaining the swap agreement as
an obligation to all partics. “The amendment provides for the conditdonal release of MBIA’s swap insurance policy

upon the oceursence of certain futute events.

The combination of commercial papet notes and a floating-to-fixed swap creates a synthetic fixed-rate of 4.18%.

The synthetic fixed-rate protects against the potential of tising interest tates,

Fair Value: The swap had an approximate fair value of negative $3,434,000 at December 31, 2022 and $12,545,000
at December 31, 2021, This value 15 based on Level 2 mputs in the fair value hierarchy using the zero-coupon
valuation method. This method calculates the future net settlement payments required by the swap, assuming that
the cutvent forward rates implied by the vield cusve correctly anticipate future spot mterest rates, These net payments
are then discounted using the spot rates implied by the current yield curve for hypothetical zero-coupon bonds due

on the date of each future net settlement on the swap,

The swap agrcement meets the eriteria of an cffective hedge under GASB Statement No. 53 and therefore qualifics
tor hedge accounting treatment. Since the fair value is negative, the fair value is recorded as a non-current hability.
Changes in the swap’s fair valuc are recorded as a deferred outflow of resources and included on the Statement of
Net Position. At the dme the Serics 2003 Bonds were redeemed in 2008, the fair value of the swap was negative
$6.2 million. The deferred ourflow at the time of redemption was included in the cartying value of the Series 2003
Bonds and tresulted in a loss on redemption of $6.2 million. This loss is included in the deferred charge on bond
refunding on the Statement of Net Position and is being amostized over the remaining life of the Series 2003 Bonds,
The unamorttized deferred charge on bond refunding related to the swap was $1,881,000 at December 31, 2022 and
$2,188,000 at December 31, 2021,

Credit Risk: SAWS was not exposed to credit risk on its outstanding swap at December 31, 2022 and 2021 because
the swap bhad a negative fair value. However, should interest rates change and the fair value of the swap become
positive, SAWS would be exposed to credit risk in the amount of the swap’s fair value. The swap counterparty,
JPMorgan Chasc was rated Aa2 by Moody’s Investors Scrvice, A+ by S&P Global Ratings, and AA by Fitch Ratings
as of December 31, 2022, and Aa2 by Moody’s Investors Scrvice, A+ by S&P Global Ratings, and AA by Fitch
Ratings as of December 31, 2021, "The amended swap agreement contains a credit support annex which will become
effective upon the release of MBIA from the swap insurance policy. Collateralization would be required by either

party should the fair value of the swap reach applicable thresholds as stated in the amended swap agreement.
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Basis Risk: SAWS is exposed to basis tisk to the extent that the interest payments on its hedged commercial paper
notes do not match the variable-rate payments received on the associated swap. SAWS attempts to mitigate this risk
by (a) matching the outstanding hedged commercial paper notes associated with the redemption of the variable-rate
debt to the notional amount and amortization schedule of the swap and (b} sclecting an index for the variable-rate

leg of the swap that is reasonably cxpected 10 closely match the interest rate on the hedged commercial paper notes.

Termination Risk: SAWS may terminate the swap at any time for any reason. JPMorgan Chasc may terminate the
swap If SAWS fails to perform under the terms of the agreement. SAWS' ongoing payment obligations under the
swap are Insured as provided for in the swap amendment and JPMorgan Chase cannot tesminate as long as the
insurer does not fail to perform. Also, if at the time of the terminadon the swap has a negative fair value, SAWS

would he liable to the counterpatty for a payment equal to the swap’s fair value,

Market-access Risk: SAWS is subject to marker-access risk as the variable-rate debt hedged by the swap consists
of commercial paper notes, At December 31, 2022, $64,385,000 of ourstanding commercial paper with current
matutities of approximately 31 davs was hedged by the interest rate swap, At December 31, 2021, $68,820,000 of
outstanding commercial paper with current maturities of approximately 18 days was hedged by the interest rate swap.
As previously noted, SAWS intends to reissue the commercial paper notes in amounts matching the notional

amounts of the swap.

Swap Payments and Associated Debt: As of Deccmber 31, 2022, debt service requirements of the hedged
commoercial paper notes and nct swap payments, assuming current interest rates remain the same, arc as detailed
below. As rates vary, variable-rate interest payments and net swap payments will vary. Principal payments assume

that comumercial papet notes will be repaid in accordance with the amortzation schedule of the swap,

Pay-Fixed, Receive-Variable Interest Rate Swap
Estimated Debt SBervice Requirements of Variable-Rate
Debt Outstanding and Net Swap Payments
{amonnts in thowsands)
Interest Paid Interest Rate
Year Pringipal on Debt Swap, Net Total

2023 $ 4,640 $ 1,396 Y 319 $ 6,355
2024 4,830 1,288 294 6,432
2025 5,070 1,174 268 6,512
2026 5,305 1,055 241 6,601
2027 5,540 930 212 6,682
2028 - 2032 31,740 2,576 588 34,904
2033 7,240 55 13 7,308
Total $ 64,385 § 8,474 3 1,935 3 74,794
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NOTE H - LONG TERM DEBT

REVENUE BONDS

On Pebruary 15, 2022, SAWS 1ssued $77,785,000 City of San Antonio, Texas Water System Junior Lien Revenue
Refunding Bonds, Series 2022A (No Reserve und), The proceeds from the sale of the bonds were used (i) refund
$105,280,000 City of San Antonio, Texas Water System Revenue and Refunding Bonds, Series 2012A (Series 2012A)
and (i} pay the cost of issuance. The refunding of the Series 2012A bonds reduced futore debt scrvice by
approximately §41.3 million and resulted in an economic gain of approximately $30.3 million. The bonds are secured
together with othor outstanding Junior Lien Obligations selcly by a len on a pledge of net revenues and are

subordinate to outstanding Senior Licn Obligations.

On May 15, 2022, SAWS deposited 566,165,000 from available cash on hand to the paying agent for the redemption
of 356,065,000 City of San Antonio, Texas Water System Revenue Refunding Bonds, Series 2012 and $10,100,000
City of San Antonio, Texas Water System Revenue and Refunding Bonds, Series 2012A. The redemption of these

honds reduced future debt service by approximately $78,365,500 between 2022 and 2028,

On October 18, 2022, SAWS issued $258,235,000 City of San Antonio, Texas Water System Junior Lien Revenue
Bonds, Series 2022B (No Reserve Fund). The proceeds from the sale of the bands were used to (1} finance capital
imprevement projects, and (i) pay the cost of issuance. The bonds arc sceured together with other outstanding
Junior Licn Obligations solcly by a lien on a pledge of net revenues and arc subordinate to outstanding Senior Licn

Obligations.

On Novembet 1, 2022, SAWS remarketed §99,590,000 City of San Antonio, Texas Watet System Vatiable Rate
Junior Lien Revenue and Refunding Bonds, Seties 201418 Bonds (No Reserve Fund) into a SIFMA Index Mode fot
a period of three vears, ending October 31, 2025, The interest rate on the bonds is reset weekly at a spread of 0.65%
over the Securities lndustry and Financial Markets Association (SIFMA) Swap Index, The proceeds from the sale
of the bonds were used to pay the 399,590,000 principal of the maturing bonds, There was no economic gain or
loss on this transaction. The bonds are secured together with other outstanding Junior Lien Obligations solely by a

lien on a pledge of net revenues and are subordinate to outstanding Senior Lien Obligations.

Scnior lien water system revenue bonds outstanding as of December 31, 2022, consist of the Series 2009B and Series
2010B, outstanding in the amount of $101,835,000 and as of December 31, 2021, consist of the Serics 20098, Scrics
20108, Secrics 2012, and Seties 20124, outstanding in the amount of §280,505,000. Senior lien revenue bonds are
collateralized by a senior licn and pledge of the gross revenues of SAWS after deducting and paying the current
expenses of operations and maintenance of SAWS and maintaining a two-month operating resetve for such
expenses. Interest rates on senios len bonds range from 5.502% to 5.920%, exclusive of any federal interest subsidy

on the Series 200913 and 207008 Build Ametica Bonds.
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The junior lien water system revenue bonds are composed of two categories of debt: fixed rate debt and vaciable
rate debt. The junior lien fixed rate debt is similar to the senior lien bonds, as they have fixed interest rates for the
life of the bonds. The junior lien variable rate bonds have interest rates that are periodically reset throughout the
lifc of the bonds. An additional componcnt of the fixed rate junior lien debt is direct placement debt with the Texas
Water Development Board (I'WDB). Dircct placement debt with TWDB is offered at subsidized interest rates for
qualified watcr, wastewater and water supply projects. All the junior lien water system revernue bonds ate
collateralized by a junior lien and pledge of the gross tevenues of SAWS after deducting the cutrent expenses of
operations and maintenance of SAWS, mamtaining a two-month operating reserve for such expenses, and paying

debt service on semor lien obligarions.

As of December 31, 2022, direct placement bonds with TWDB consist of junior lien Series 2012, Series 2013A,
Series 2013C, Series 2013D), Series 2014C, Series 2014, Series 2015A, Seties 20161, Seres 2016H, Series 2018B,
Series 2019B, Series 2020B, and Series 2020D in an outstanding amount of $301,960,000. Interest rates on the

TWDE junior lien fixed rate bonds range from 0.00% to 3.39%.

As of December 31, 2022, the remaining junior lien fixed rate revenue bonds consist of Serics 2013B (No Rescrve
Fund}, Scries 2013E (No Reserve Fund), Seties 2014A (No Reserve Fund), Scries 20158 (INo Rescrve Fund), Seties
2016A (No Reserve Fund), Taxable Series 2016B, Setics 2016C (No Reserve Fund), Scties 2017A (No Reserve
Fund), Series 2018A (No Reserve Fund), Seties 2019C (No Reserve Fund), Seties 2020A (No Reserve Fund), Seties
2020C (No Reserve Fund), Series 2021A {(No Reserve Fund), Series 2022A. (No Reserve Fund), and Series 202213
{No Reserve Fund) is outstanding in the amount of $2,223,240,000, Interest rates on the junior lien fixed rate bonds

range from 2,00% to 5.25%.

The junior ien variable rate bonds, comptised of the Series 20131 (No Reserve Tund) (Serles 201317 Bonds), the
Series 2014B (No Reserve I'und) (Sedes 20148 Bonds) and the Series 2019A (No Reserve Tund) (Series 2019A
Bonds), are outstanding in the amount of $364,490,000 at December 31, 2022, The Scrics 2013F Bonds are tax-
cxcmpt variable rate notes currently in a ‘T'erm Mode through October 31, 2026 at an interest rate of 1.00% with a
vicld of 0.82%. The Scrics 2014B Bonds arc tax-cxcmpt variable rate notes currently in a SIFMA Index Mode with
interest reset weekly at a spread of 0.65% over the SIFMA Swap Index through October 31, 2025. “Lhe Scries 20194
Bonds are tax-exemprt variable rate notes curtently in the term mode through April 30, 2024, at an interest rate of

2.625% with a vield of 2.45%.

Upon conclusion of an interest period, SAWS is permitted to change the mode for all or any portion of the junior
lien vagable interest bonds (the Bonds) w a different mode, The Bonds are subject to a mandatory tender without
right of retention at the conclusion of the interest period, The Bonds are not subject 0 the benefit of a liquidity
facility provided by a third party. Accordingly, a failure to remarket the Bonds at the end of an interest period will
result in the rescission of the notice of mandatory tender with respect to the Bonds and SAWS has no obligation to

purchase the Bonds at such time. The occurrence of a failed remarketing will not result in an eveat of default under
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the ordinance. Lintl SAWS redeems or remarkets the Bonds thar had a failed remarketing, the Bonds shall bear
interest at the stepped rate of 7.0% for the Series 20137 Bonds and 8.0% for the Series 2014B Bonds and Series
20194 Bonds.

On May 15, 2021, SAWS deposited $33,890,000 from available cash on hand to the paving agent for the redemption
of 821,055,000 City of San Antonio, "L'cxas Water System Revenue Refunding Bonds, Series 2011 and $12,835,000
City of San Antonio, Texas Water System Junior Lien Revenue Bonds, Series 2011, The redemption of these bonds

reduced future debt service by approxdmartely $38,393,000 between 2022 and 2031.

On July 13, 2021, SAWS jssued $274,375,000 City of San Antonio, Texas Water System lunior Lien Revenue and
Refunding Bonds, Series 2021A (No Reserve Fund), The proceeds from the sale of the bhonds were used o (i)
finance capital improvement projects, (1) refund $13,570,000 City of San Antonio, Texas Water System Junior [ien
Revenue and Refunding Bonds, Series 2011A (Series 2011A), and (iii) pay the costs of issuance, The refunding of
the Series 201 1A bonds reduced futare debt service by approximately $3,131,000 and resulted in an economic gain
of approximately $2,033 000, The bonds are sccured together with other outstanding Junior Lien Obligations solely

by a lien on a pledge of net revenues and arc subordinate to outstanding Seaior Licn Obligations.

On November 1, 2021, SAWS rematketed S98,420,000 City of San Antonio, L'exas Watet System Variable Rate
Junior Lien Revenue and Refunding Bonds, Seties 2013F Bonds (No Resetve Fund) into a Fixed Rate Mode for a
period of five vears, ending October 31, 2026, The coupon rate for these bonds is 1.00% with a yield of 0.82%. The
proceeds from the sale of the bonds wete used to (1) pay the $98,795,000 pinapal of the maturing bonds, and (i1)
pay the cost of issuance. There was no economic gain of loss on this ttansaction. The bonds are secured together
with other outstanding Junior Lien Obligatons solely by a tien on a pledge of net revenues and are subordinate o

outstanding Senior Lien Obligations.

As of December 31, 2021, direet placement bonds with TWIDB consist of junior lien Series 2012, Series 2013A,
Serics 2013C, Scrics 2013D, Serics 2014C, Scrics 2014D, Scrics 20154, Scrics 2016D, Scrics 2001614, Scrics 2018B,
Scries 2019B, Scrics 2020B, and Serics 2020D in an oustanding amount of §315,555000. Intcrest rates on the

TWDB junior licn fixed rate bonds range from 0.00% to 3.39%.

As of December 31, 2021, the remaining junior lien fixed rate revenue bonds consist of Series 2012 (No Reserve
Fundy}, Segies 201313 (No Reserve Fund), Serles 2013E {(No Reserve Fund), Series 2014A (No Reserve Fund), Series
20158 (No Reserve Fund), Series 2016A (No Reserve Fund), Taxable Series 20168, Series 2016C {No Reserve
Fund}, Sesies 2017A (No Reserve Fund), Series 2018A (No Reserve Fund}, Sertes 2019C (No Reserve Fund), Series
2020A (No Reserve Fund), Series 2020C (No Reserve l'und) and Series 2021A (No Reserve Pund) i3 owstanding in

the amount of $1,947 250,000, Interest rates on the junior lien fixed rate honds range from 2.00% to 5.00%.
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The Tederal Tax Reform Acr of 1986 requires issuers of tax-exempt debt to make payments to the United States
T'reasury for investment income received at yields that exceed the issuer’s tax-exempt botrrowing rates. The Treasury
requires payment for each issue every five years. The cstimated liability is updated annually for all taz-exempt
Issnances or changes in yiclds untl such time as payment of the calculated liability is duc. A lability is recorded once
payment appears to be probable. As of December 31, 2022, SAWS had a recorded arbitrage Liability of $23,000
related 1o the Series 2018B junior lien bonds. As of December 31, 2021, SAWS had no arbitrage rebate Hability

assoclated with any outstanding bonds.

The following tables summarize revenue bond transactions for the yvears ended December 31, 2022, and 2021.

Balance Reductons, Balance Due Within
{amounts in Fhonsands) January 1, 2022 Additions Aunortization  December 31, 2022 Omne Year
Revenue Bonds 3 2,392305 % 435610 % 338350 % 2689565 § 60,035
Direct Placement Bonds 315,555 - 13,395 301,960 13,710
Lnamortized preminm 299 388 36,189 3775 301,304
LUnamortized discount {747 - 4938) 249}
‘Foral Bonds Payable, Net 3 3,207,001 % 471,799  § 386,220 % 3,292,580 % 73,745
Balance Reductions/ Balance Due Within
(amounts in Housands) January 1, 2021 Additions Amortizadon  December 31, 2021 One Year
Revenue Bonds 3 2414435 § 372,795 % 194925 ¢ 2392305 % 67315
Direct Placement Bonds 357,145 - 41,390 315,555 13,595
Unamorttized preminm 263235 67,676 31,043 299 B33
Unamortized discount {790} - (43) {747}
‘Y'otal Bonds Payable, Net 3 3,034045 ¢ 440471  § 267,315 § 3207001 % 80,910

Remainder of this page is intentionally left blank
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The following table shows the annual debt service requirements on SAWS’ debt obligations for each of the next five

years and then in five-year increments after that,

[respnrents dn Shouiands |
Year aded
Decernler 31 Fized Rale Jionds Vatiable Rate Bonds
Revenue Bonds Diteet Placernent Bonds Revenue Bonds
Interest
Iringipal Inrcrost Race Subsidyd Met lnceeast Pringipal Intereat Pringipal [nrorgst®
2125 N 60,033 5 111,550 5 1,908 5 109,642 % 13,710 % 4,481 N - $ 8,542
2424 65,403 107,422 1,908 103,314 15,835 4,334 - 8,654
2025 TO2T0 114,178 1,875 102,303 13,980 4,408 - 2,466
2126 76,283 101,646 1,797 98,449 14,135 4,242 - 8,966
2027 68,210 97,009 1,714 03,293 14,515 1,062 . 10,934
2028 - 2032 434,165 425233 TART 417,744 74,815 17,106 59,275 51.371
2033 - 2037 275,240 0z, 182 4,864 207 31§ 59,320 11,130 100,105 38,443
2038 - 2042 466,550 168,214 691 167,523 57,615 5,861 113,330 22,301
2043 - 2047 071,100 #5,132 - 83,132 33,085 1,057 Gt 310 i)
2048 - 2052 207,785 19,714 - 19714 6,330 56 20,070 07
§ 2325075 § 1,521,280 i3 22,246 o 1,499034 13 301,960 13 57,157 4 364 490 3 1654659
t Federal interest rate subsidy on Build Ametica Bonds is anlized oo pay inrerest on those bends bur is epereed as neroperaing revenue. The Balanced Budwer and
Emergeney Dcficit Conteol Act of 1985, as amended, reduced che BAB sulsidy paid during the fiscal years 2021-2030 by 3.7%. The BAR sulsidy to be reccived by
SAWS i3 reduced by this amoeunt for all future paymets,
*The variable mate boods vre curesntly in 8 Term Mode and SIFMA Index Mode, Inverest listed above Is based on the fixed rate theough the imerst period Eor the
Term Maode and a budeed race of 3.00% thereafrer and ac 3.00% for the STMTTA Index Mode

COMMERCIAL PATER PROGRAM
SAWS maintains a commercial paper program that is used to provide funds for the interim financing of a portion of
its capital improvements. The City has authorized the commereial paper program in an amount of $500 million.

Notes pavable under the program cannot cxceed maturitics of 270 days.

The City has covenanted in the ordinance authorizing the commercial paper program (Note Ordinance) the issuance
of City of San Antonio, Texas Water System Commercial Paper Notes, Series A (Series A Notes), the issuance of
City of San Antonio, Texas Water System Commercial Paper Notes, Series B (Series B Notes), and City of San
Antonio, Texas Water System Commercial Paper Wotes, Series C (Series C Notes) and the maintenance at all times
of credit facilitics with banks or other financial institutions which would provide available borrowing capacity
sufficient 1o pay the principal of the commocrcial paper program. “The credit facility is maintained under the terms of
a revolving credit agreement. The Note Ordinance also authorizes the ability to designate and issue subscries of
notes. ‘The Series A Notes are curtently authorized as City of San Antonio, L'exas Water Systemn Commercial Paper
Notes, Subseries A-1 (Subseties A-1 Notes) and City of San Antonio, Texas Water System Commercial Paper Notes,
Subseries A-2 (Subseries A-2 Notes). The Subseries A-2 Notes ate directly placed with |PMorgan Chase Bank, N.A,

under a Note Purchase Agreement.
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The borrowings under the commercial paper program are equally and ratably secured by and are payable from (1) the
praceeds from the sale of bonds or additional borrowing under the commercial paper program and (i) borrowing
under and pursuant to the revolving credit agreement. The capacity of the combined revolving credit and note
purchasc agrecments is §500 million with the Revolving Credit Agreement with JPMorgan Chase Bank, N.A. in the
amount of $400 million, suppordng the Scries A Notes cxpiring October 4, 2023; and the Revelving Credit
Agreement with Wells Fargo Bank, N.A. in the amount of §100 million, suppotting the Series B Notes and Series C

Notes expiting January 5, 2024

'The issuance of commercial paper is further supported by the following agreements and related participants:
. Dealer Agreements with Goldman, Sachs & Co., J.P. Morgan Sceuritics LLC., and Ramirez & Co., Inc.

. Issuing and Paying Agency Agreement with The Bank of New York Mellon Trust Company, NLA.

Commercial paper notes of $229,585,000 arc outstanding as of December 31, 2022, with $227,585,000 outstanding
under the Subscries A-1 Notes, and 32,000,000 outstanding under Subscrics A-2 Notes. Interest rates on the
Subseties A-1 Notes outstanding at December 31, 2022 range from 2.25% to 3.75% and matutities range from 31
o 124 days. The interest rate on the Subseties A-2 Notes outstanding at December 31, 2022 1s 4.555% with a
matutity of 33 days. All outstanding notes combined had an average rate of 2.616% and average 61 days to matutity.
Commercial paper notes of $234,020,000 are outstanding as of December 31, 2021, with §$132,020,000 cutstanding
undert the Subseries A-1 Notes, $2,000,000 cutstanding under Subseries A-2 Notes, and $100,000,000 outstanding
under Serfes C Notes, Interest rates on the Subseries A-1 Notes outstanding at Diecember 31, 2021 range from
0.09% to 0.15% and matutities range from 7 to 128 days. The interest rate on the Subseries A-2 Notes outstanding
at December 31, 2021 is 1.378% with a maturity of 34 days. The intercst ratc on the Serics CC Notes outstanding at
December 31, 2021 is 0.33% with a maturity of 269 days. All outstanding notes combined had an average rate of
0.250% and average 144 days to matuority. ‘The direct placement revenue bonds and commercial paper notes of
$301,9060,000 and 52,000,000, respectively, contain cvents of default and/or termination provisions with possible
finance-related consequences. SAWS management has evaluated the events of default and/or termination provisions
with possible finance-telated consequences and in the opinion of SAWS management, the Likelihood is temote that

these provisions will have a significant effect on SAWS” financial position or results of operations.
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The following tables summarize the outstanding and available balance of the commercial paper program for the

years ended December 31, 2022 and December 31, 2021,

Year Tinded Deecember 31, 2022
[amronis in thossandy)
Authorized Amount Unissued
Issue Desctiption Amount Ouustanding TPotton
Subseries A-1 Notes $ /000 S 227585 § 170,415
Subseries A-2 Notes (Direct Placement) 2,000 2,000 -
Series ¢ Notes (Direct Placement) 100,600 - 100,000
Total $ 500,000 § 229,585 3§ 270415
Year Tinded December 31, 2021
[amosnls in thossandy)
Authotized Amount Unissued
Tssue Description Amount Ourstanding Portion
Subseries A-1 Notes $ 308,000 3 132020 % 265,980
Subseries A-2 Notes (Direct Placement) 2,000 2,000 -
Series € Notes (Direct Placement) 100,000 100,000 -
Total § 0,000 3§ 234020 S 263,980

SAWS intends to reissuc maturing commercial papet, in accordance with the refinancing terms of the revolving
credit agreement, and ultimately refund such maturities with proceeds from the 1ssuance of long-retm revenue bonels.
Consistent with this intent, and since SAWS has the available S500 million revolving credit agreement desctibed
above, SAWS has classified nearly all outstanding comumercial paper notes as long-term debt. In accordance with the
amottzation schedule of the intesest rate swap agreement discussed in Note G, SAWS intends to redeem $4,640,000

of commertcial paper in 2023, Thetefore, this portion of the commercial paper is classified as a current liability,

The following tables summatize transactions of the comimercial paper program for the vears ended December 31,

20022 and 2021,

Year Fnded Decomber 31, 2022 Oummndirlg (_)ufst:mding Payable
Faanauntr in Hosrandrl Meotes ur MNotes Within
Beginning Iotes ettes at Mnd One
Issue Deseription oof Yoar Tssued Retired of Year ¥ ear
Subscrcs AT Notes g 132,020 woooe § 4,435 $ 27 A0 % 4,60
Subsercs A-2 Notes {Dircet Plucoment) 2,000 2,000
Sedes B Notes - - - - -
Series C Notes (Direct Mlacement) 100,000 - 100,000 - -
Total 4 234020 wnnon % 104,435 % R8s % 4 640
Yeat Ended December 31, 2021 Chugstanding Ourstanding Pavable
iamannts in thopranslr] Mates ar MNars Within
Beginaning Mvotes Naotes at BEnd One
Tssue Descripton of Year Tssucd Retired of Year Year
Subsores A-1 Nows g 116,260 20000 % 4,240 3 1320820 % 4435
Subseries A-2 Notes {Dircet Placeiment) 2,000 - - 2,000 -
Series B Motes - - - - -
Series C Notes (Iirect Placement) 100000 - - 100,000 -
Tuostal $ 218,260 20,0000 4 4,24 % 234,020 $ 4,435
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OTHLER DEBT MATTERS
Debt Covenants: SAWS is required to comply with various provisions included in the ordinances which authorized
the bond issuances. SAWS management believes it is in compliance with all significant provisions of the bond

ordinances.

Under these bond ordinances, SAWS is required to establish and maintain rates and charges for services sufficient
to produce Net Revenues 1.25x the annual debt scrvice requirements on Senjor Licn obligations (senior lien debt
coverage ratio) and at least 1.00x the current year annual debt service on outstanding Junior Lien obligatons.
SAWS senior hen debt coverage ravo was 30,19 at December 31, 2022 and 10.30x at December 31, 2021, The

current annual combined debt coverage ratio was 2.20x at December 31, 2022 and 1.69x at December 31, 2021,

In prior years, SAWS legally defeased revenue bonds by placing revenues or proceeds of new bond issues in an
itrevocable trust to provide for all future debt service payments on the old bonds, Accordingly, the trust accounts’
assets and liabilities for the defeased bonds are notincluded in SAWS financial statements, At December 31, 2022,
there were $2.2 million of the former Bexar Metropolitan Water Districts bonds outstanding considered legally

defeased.

NOTE I - CONTINGENCIES AND COMMITMENTS
Water Agreements

As of December 31, 2022, SAWS has entered into various agreements to obtain sights to pump warter from the
Hdwards Aquifer. The term of these agreements varies, with some expiring as early as 2023 and others continuing
until 2028, The annual cost per acte foot ranges from 3100 o $140. Under these various agreements, SAWS paid

$2.9 million in 2022 and $3.2 million 2021,

The future commitments under these agreements are as follows:

{daliars in thowsandi}

20023 2024 2025 2026 2027 | hereafter
Edwards Aquifer - commitments 3 1,728 % 657§ 657 % 637 % 309 % 30
Edwards Aquifer - ace feet 13,111 5,232 3,232 h,232 2,404 300

SAWS also has commitments to purchasc watcr supplics under various contracts. All water provided under these

contracts is subject to availability.

Under a conttact with Guadalupe-Blanco River Authority (GBRA), SAWS will teceive 4,000-acte feet of water
annualiy through the end of the contract i 2037, Addigonally, SAWS must purchase water not sold by GBRA to
other third parties. The additional amount of water available in 2023 is estimated tw be 2,500-acre feet and is

projected to decline over the remaining term of the congract as the demand increases for other GBRA customers.

[
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The cost of the water escalates over time with projected prices ranging from $1,178 per acre foot in 2023 to

approximately 81,803 per acre foot by 2037.

Under a contract with the Massah Development Corporation, SAWS has a minimum take or pay commitment o
purchasc 100 acte-feet pet month or 1,200 acre-feet pet year of raw watcet from the Lower Glen Rose/Cow Creck
formations of the 'l'rinity Aquifer in northern Bexar County at projected prices ranging from $820 to $870 per acre

foot. This agreement expites in July 2025 and SAWS has a unilateral option to extend the contract for 10 years.

In 2012, SAWS entered mnto an agreement with Water Exploration Company, Lid, (WECO} to puschase
groundwater produced by WECC from the Trinity Aquifer. In connection with this agreement, two prior water
putchase agreements between DSP and WHCO were terminated, In 2018, Texas Water Supply Company assumed
the assets of WHCO, including this agreement between SAWS and WHCQ, The 2012 agreement has a term of 15
years, with two optional 5-year extensions. SAWS 1s obligated to purchase up to 17,000 acre-feet per year in monthly
inerements not to cxceed 1,417 acre-feet if the water is available to be produced. SAWS only pays for delivered
watcr mecting all state and federal drinking water standards. Pumping under this contract may not reduce the Trinity
Aquifer below 600 feet Mean Sca Level at test wells on the tracts. The projected price to be paid per acre-foot of

raw watcr ranges from $1,251 in 2023 to 1,355 by 2027.

In 2010, SAWS was granted a permit by the Gonzales County Underground Water Conservation District (District)
to produce 11,688-acre feet of warer from the Carrizo Aquifer in Gonzales County. SAWS has entered into 23
separate agreements with landowners to produce water under that permit,  These agreements remaimn in force
indefinitely as long as SAWS continues to make payments in accordance with the terms of the apreements, SAWS
makes payments to the landowners based on actual water produced. SAWS expects to produce the maximum water
available under its permit in 2023 and projects payments to landowners will be §1,300,000. These payments escalate

annuaily based on the average of the increase in the Consumer Price Index and Producers Price Index.

In 2011, SAWS cntered into an agreement with the Scherts Seguin Local Government Corporation (SSLGC) to 1)
treat water produced by SAWS uader its permit with the District at SSLGC's treatment plant in Gonzales County
and transport that water through SSLGC’s existing transportation pipeline to a SAWS facility in Scherrz, ‘L'exas and
2y purchase up to 5,000 acte feet of wholesale warer annually from SSLGC. As part of this agreement, SSLGC
agteed to expand its treatment facilities to handle the volume of water supplied by SAWS. SSLGC issued contract
revenue bonds in 2012 to finance the expansion. SAWS is uncondinonally obligated to make monthly payments to
SSI.GC begioning in December 2014 equal to 1/12% the annual debt service payment owed by SSLGC on the
contract revenue bonds regardiess of the amount of water actually provided by SAWS o S81.GC for treatment and
transpottation, 1n addition to the payment made to S81.GC for the expansion of the treatment plant, SAWS makes

payments to SSLGC for treating and transporting the SAWS produced water.
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The initial term of the agreement with SSLGC expires in 2050 and is automatically renewed for successive terms of
5 years unless SAWS chooses to cancel the contract upon the expiration of any term. The projected price paid to
SSLGC to treat and transport water provided by SAWS is projected to be $527 per acre foot in 2023, peaks at §683
per acre foot in 2041 and ends at $655 per acre foot in 2050, "The projected price through 2041 includes the debt
scrvice associated with the cxpansion of SSLGC’s treatment plant. Payments for any wholesale water purchased
from SSLGC arc based on SSLGC’s operating watcer rates. The 2023 price also includes the cost of surplus water

from SSLGEC, which contractually continues w be made available in subsequent years.

Under a contract with Bexar-Medina-Atascosa Counties W.C.LD. No. 1 (BMA), SAWS has a take or pay
commitment to purchase 19,974 acte feet of untreated water annually from Medina Lake, 1f BMA is unabie to deliver
water to SAWS, BMA 1ssues a credit for the undelivered water, which can be used to offset payments due 1o BMA
during the next calendar year, The price of the water is based on the rate charged by GBRA for raw water. GBRA’s
rate for raw water as of December 31, 2022 was $165 per acre foot. The agreement has been amended several times

with the carrent agreement ending in 2049

Under a contract with Canyon Regional Water Authority (CRWA), SAWS is required to make certain contractually
required minimum payments cach year to fund capital and operating cxpenses of CRWA. Addidonally, SAWS makes
payments based on the number of acte fect of water SAWS commits (o take In a given year. SAWS currently has
access to 6,300 acre feet annually from 2023 through 2028 and 6,800 acre feer annually from 2029 o 2042, The

average cost ranges from $973 to $1,451 per acre foot.

Total payments under these water purchase agreements were $28.9 million m 2022 and $35.3 million in 2021, A
summary of all estimated future payments under all of these agreements is provided in the following table. The
estimated fixed water payments consist of the take or pay commitments under the agreements. The estimated
variable water payments will be made only if water is made available to SAWS. The estimates assume price escalations
but do not assume the extension of any water purchasc agreement. As with any cstimate, the actual amounts paid

could differ matcerially.

{dodiars in thonsands)
2023 2024 2025 2026 2027 ‘'hereatrer
Purchased water payments - fixed § 24083 % 24390 § 24535 § 24405 % 24 858§ 463,230
Agre feet purdhased - fixed 42 507 42507 41,907 41 3047 41,307 834,698
Purchased water payments - variable $ 16,715 § 16,995  § 16,817 5 16,617 & 0717 % 30,337
Acve feet purdhased - vardable 13,756 13,5332 12,955 12,380 6,876 13,739

I October 2014, the City Counal adopted an ordinance, approving the execution of a Water Transmission and
Purchase Agreement (Agreement) between the City, acting by and through SAWS, and Vista Ridge 1.1.C (Project
Company}, pursuant t¢ which the Project Company has committed to make available to SAWS, and SAWS has

agreed to pay for, up to 30,000 acre-feet of potable water (Project Water] per vear for an initial period of 30 years
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plus a limited extension period (up to 20 years} under certain circumstances (hereinafter referred to as the operational
phase). The execution of the Agreement represents a significant diversification of the City’s water sources, as SAWS
projects that Project Water, if delivered at the maximum contractaal amount, will aceount for approximatcly 20% of

SAWS current annual usage.

Pursuant to the terms of the Agreement, SAWS will pay costs arising under the Agrecment, as a maintenance and
operating expense of SAWS from a flow of funds perspective (see Note B), only for Project Watet made avatlable
at the connection pomnt (which payment will also mclude the costs of operating and maintaining the Vista Ridge
Pipeline Project as described below, SAWS will have no obligation to pay for any debt issued by the Project

Company, and any such debt will be non-tecourse o SAWS,

On May 17, 2016, SAWS exercised its contractual tight to fix the Capital and Raw Groundwater Unit Price under
the Agreement based on the methodology provided for therein. This action served to lock in the price of the Project
Water component of SAWS annual payment requirement at $1,606 per acre foor for the entire 30-year term (and

any cxtension of that term} of the Agreement.

In addition to the Capital and Raw Groundwater Unit Price, SAWS will pay operations and maintenance costs
deemed to be compensable by an independent budget panel as a direct pass through under the Agreement as well as
clectricity costs. Finally, SAWS is responsible for compensating the Project Company fot any major repaits and

replacement costs, which may atise and are deemed to be compensable by the budget panel.

Drelivery of Project Water commenced Apal 15, 2020, The start of water delivery initiated the 30-year operational
phase, during which period SAWS is obligated to pay for Project Water (up to 50,000 acre-feet annually) made
available by the Project Company. A total of $102.1 million was spent in 2022 to make contractually required
payments for warer made available, provide for the operations and maintenance of the pipeline, support the
opcration of the treatment plant, which reccives the water made available and provide for the utility cxpenses

associated with the pipcline and the treatment process.

During carly 2020, SAWS paid for approximately 9,000 acre-feet of water that it was not able to reccive. Consistent
with the terms of the Agreement, SAWS recorded a prepaid asser, which as of December 31, 2022 toraled $3.4
million. Given the priotity of watet deliveries and payments, it 1s currently estimated it will take a number of years

o fully amortize the prepaid Project Water,

At the end of the operational phase, ownership of the Project will be transferred to SAWS at no cost. SAWS has
also entered into a separate agreement with Blue Water Vista Ridge, 1.1.C, the lessee of the Project Water, to continue
ta acquire up to 30,000 acre-feet annually of untreated groundwater, for an additional 30-year period upon the
termination of the Agreement and transfer of the Project to SAWS. The cost of such water at the end of the

Agreement will be tied to prevailing Tidwards Aquifer agrecments.
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Because all Project assets will transfer to SAWS at the end of the Agreement, SAWS recorded the capital assets and
a contract payable equal to the acquisition value of the Projeet Company infrastructure of approximately $929.3
million in 202(). During 2022, SAWS recorded depreciation of $24.0 million associated with these assets, while
reducing the contract payable through the debt service portion of payments to be made under the contract to S887.8
million as of December 31, 2022, "The following table is a schedule of interest and principal payments for cach of

the next five yeats and then in five-vear increments thereafter.

Year Ended {Amonnis in thansands)
December 31, Principal Tnrerest Total
2023 $ 17,033  § 44426 % 61,459
2024 17,788 43,839 61,627
2025 18,479 42,980 61,459
2020 19,251 42,208 61,454
2027 20,059 41,400 61,459
2028-2032 114,004 193,628 307,632
2033-2037 141,388 166,75 307,463
2038-2042 178,199 129264 307,463
2043-2047 230,888 76,575 307,463
2048-2050 130,743 10,192 140,935

Total § 887,832 § 790587 § 16753419

SAWS has the right to terminate the Agreement at any time by purchasing the Project for the ageregate amount of
the outstanding Project Company debt, contract breakage costs and return of and return on equity contitbutions.
SAWS also has the obligation to purchase the Project assets in simnilar fashion in the event of a SAWS default under
the Agreement. The termination payment as of December 31, 2022, was estimated to be approximately $1.1 billion.
SAWS also maintains the option to assume rather than pay off the outstanding Project Company debt. Under cither
scenario, SAWS purchasing of the Project would result in the recording of additional liabilities totaling approximatcly

$200.0 million.

Other Contingencics and Commitinents

Dusing 2020, SAWS entered into capiral lease agreements for fleet velucles. The term of each vehicle lease 15 5 years,
Payments are based on the curtent market value of the vehicle less a residual value, A 4.3% interest rate was used
to caleulate the payment. A setvice charge of $250 per vehicle i1s due at the end of each lease.  In 2020, SAWS
recorded a 3402,000 capital lease Hability associated with these leases, which included the present value of all future
payments and the service charge due at the end of the lease. Based on the 2022 implementation of (GASB Statement
No. 87, all leases were reviewed, and a $250,000 materiality threshold was established for the present value of all
future payments. Since the present value of all future payments did not meet the threshold, the remaining net book

value of these vehicles were retired, and the capital leasc liability was removed.
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SAWS is also committed under various contracts for completion of construction or acquisition of utility plant totaling
approximately $784.9 million as of December 31, 2022, Tunding of this amount will come from excess revenues,

contributions from developers, restricted assets, and available commercial paper capacity.

In March 2007, SAWS was orally notificd by Region 6 of the United States Environmental Protection Agency (EPA)
of alleged fallures o comply with the Clean Water Act duc to the occurrence of sanitary sewer overflows (85Os).
The EPA subsequently referted the martter to the United States Department of Justice (DO]) for enforcement action,
SAWS engaged m sertlement negotatons with the EPA and the DOJ 1o resolve the allegations, [n June 2013, the
Board approved a Consent Decree between SAWS and the United States of America and the State of Texas to
resolve this enforcement action, During the 10 to 12-year teim of the Consent Decree, SAWS estimated the cost to
perform the operating and maintenance requirements of the Consent Decree to be approximately $230 million.
SAWS estimates that capital expenditures associated with the requirements of the Consent Decree could range from

$1.2 billion to $1.3 billion. As with any estimate, the actual amounts incurred could differ materially.

Through Deccmber 31, 2022, capital expenditures related to the Consent Deeree totaled approximately $1.1 billion,
which includes certain work which was previously planned prior to entry into the Consent Decree. Since eatry into
the Consent Decree, SAWS has performed its obligations under the terms of the Conscnt Decree and management
believes SAWS is in material compliance with such terms, conditions and requirements. Since 2010, SAWS has scen

a significant teducton in annual S8C0s, from 538 in 2010 to 152 in 2020 and 174 in 2022,

SAWS opetated the Mitchell 1ake structural wetlands best management practice and dam spillway (Mitchell Lake)
pursuant to a Texas Pollutant Discharge Elimination Permit (Permit) issued by the Texas Commission on
Hovironmental Chuality under a delegation of authority from the HPAL In October 2015, the HPA notified SAWS
that SAWS violated the effluent discharge limitations provided in that Permit as a result of discharges occurring

during significant rainfall events.

On August 18, 2016, SAWS received an Administrative Order from the EPA that alleged SAWS violated the Permit
by falling to mect cffluent limits, as required by the Permir. Mitchell Lake is not a standard brick and mortar
wastewater treatment facility. Instead, Mitchell Lake is a unique and environmentally sensitive natural facility that
has become a wildlife refuge and an active destination artraction within the City. Mirchell Lake and adjacent wetands
cover approximately 600 acres and provide an essential habitar where migrating birds can rest and feed. Discharges
from Mitchell Lake only occur after significant rainfall events, The intermittent natuge of the dischargres after rainfall

makes traditional treatment options impractical.

Upon receiving the Administrative Order, SAWS began working with consulting experts and conducted preliminary
feasibility evaluations of a potential solution that has two major components: (a) modifications to the existing dam
with the construction of a new spillway and (b) constructing trearment wetlands of approximately 83 acres below

Mitchell Lake.
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By letter dated Tlebruary 28, 2019, the 1EPA delivered a second Administrative Order to SAWS that includes a
Schedule of Activities, which requires completion of the wetlands project by September 30, 2024, To intorm the
design and operation of a full-scale constructed wetlands, SAWS commenced a pilot wetlands study in 2019 of
approgimately 1.3 acres. Operations began in the summer of 2019 and after a onc-year operation period, a final
report was produced in December of 2020, This report adequately documented the cfficacy of using constructed
wetlands o comply with permitted water quality requirements. On January 9, 2018, SAWS purchased a 283-acte
rtact of land, a portion of which s anticipated to be used to implement the water quality treatment wetlands project.
On September 23, 2022, SAWS acquired an additonal 234-acte tract that will be necessary for the implementation
of the project as cusrenty designed. At this tme, projected costs for the constructed wetlands project are estimated
to be $72.0 million. To date, no monetary penalties have been assessed, although the EPA reserves all rights to seek

any approptiate remedies,

In 2020, SAWS partnered with the U8, Army Corps of Fngineers (IISACE) on an Aquatic Ficosystem Restoration
Feasibility Study for Mitchell Lake. The study identified potential future projects for restoring lost and/or degraded

ceological functions in scveral arcas adjacent to Mitchell Lake. SAWS cost-share portion of funding for the study

was $520,000.

In 2021, engincering design commenced for the dam modifications, new spillway and censtructed wetlands. At the
direction of EPA, SAWS exploted the conversion of Mitchell Lake from its long-held classification as a wastewater
treatment facility to a new classification as a Best Management Practice in a Municipal Separate Storim Sewer System
(MS4) permit held jointly by SAWS and the City of San Antomio. The new petmit was issued by the Texas
Commission on Envisonment Quality (TCEQ) on December 17, 2021,

On August 11, 2022, the FPA issued a revised schedule of acrivities extending the completion date o March 31,
2026, in order o allow for completion of additional historical and archaeolagical review and coordination with
appropriate agencies for additional permitting. The projeet’s current timeline sets design to be completed by 2024,

with construction cxpeeted to be completed by 2020,

NOTE J - PENSION AND RETIREMENT PLANS
SAWS’ pension program includes benefits provided by the Texas Municipal Retitement System (1'MRS), the San
Antonio Water System Retirement Plan (SAWSRP) and the Disttict Special Project Retirement Income Plan

{DSPRD).

Texas Municipal Retirement System

SAWS participares as one of 901 plans in the nontraditional, joint contributory, hybrid defined benefit pension plan
administered by TMRS. TMRS is an ageney ercated by the State of Tesas and administcred in accordance with the

'TMRS Act, Subtitle G, T'tle 8, T'exas Government Code (the TMRS Act) as an agent multiple-employer retirement
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system for municipal employees in the State of Texas. The TMRS Act places the general administration and
management of TMRS with a six-member Board of Trustees (TMRS Board). Although the Governor, with the
advice and consent of the Senate, appoints the TMRS Board, TMRS is not fiscally dependent on the State of Texas.

'TMRS issucs a publicly available comprehensive annual financial report that can be obtained at www.omyrs.com.

'TMRS provides retirement benefits to cligible SAWS cmployees. At retirement, the benefit is caleulated as if the
sum of the cmployee’s contribution, with interest, and the SAWS financed monctary credits with interest were used
to purchasc an annuity. Members choose to receive their benefit in one of seven payment options. Members may
also choose to tecelve a portion of their benefir as a pattial lump sum disttibution in an amount equal to 12, 24 or

36 monthly payments, which cannot exceed 75% of the member’s deposits and Interest.

The plan provisions that have been adopted by SAWS ate within the options available in the governing state statutes

of TMRS, Plan provisions for SAWS for the 2021 and 2020 plan years wete as follows:

Years required for vesting 5

Service retirement eligibility (expressed as age/years of service) | 60/5, any/20

Updated Service Credit 100% Repeating

Annuity increase (to retirees) 0% of CPT Repeating

Total number of SAWS participants in TMRS as of the last two actuarial valuarion dates is summarized below:

December 31,

2021 2020
Active employees 1,680 1,767
Retirces and bencficiarics
cutrenty receiving benefits 1,377 1,326
Tnactive members 823 754
Total 3,880 3,847

Under the state law governing TMRS, SAWS’ contribution rate is determined annually by the actuary using the Entry
Age Normal (EAN) cost method. ‘The actuarially determined rate is the estimated amount necessary to finance the
cost of benefits carned by cmployees during the vear, with an additional amount to finance any unfunded accrued
lability. Eligible SAWS cmployees are required to contribute 3% of their annuval gross carnings. 'The employer
required contribution tates for SAWS were 3.64% and 3.74% in calendar years 2022 and 2021, respectively. SAWS’
contributions to TMRS totaled $4,510,000 and $4,450,000 for the vears ended December 31, 2022 and 2021,

respectively. These contributions equaled the required contsibutions,
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SAWS Net Pension Liability for the TMRS pian as of December 31, 2022 and 2021 was measured as of December
31, 2021 and 2020, respectively. The Toral Pension Liability used to calculate the Net Pension Liability was

determined by an actuarial valuation performed as of the measurement date.

The "l'otal Pension Liability in the December 31, 2021 and 2020 actuarial valuations wete determined using the

fo]_lowing actuarial assumptions:

Inflation 2.50% per year
Ovwerall payroll growth 2.75% per vear

Investment Rate of Return - 6.75%, net of pension plan investment expense, including inflation

Salary increascs are basced on a setvice-related table. Mottality rates for active members arc based on the PUB(10)
mortality tables with the Public Safery table used for males and the General Employvee table used for females.
Morttality rates for healthy retirees and beneficiaries are based on the Gender-disunct 2019 Municipal Retirees of
Texas mottality tables, The rates for actives, healthy retirees and beneficiaries are projected on a fully generational
basis by Scale UMP to account for future mortality improvements, For disabled annuitants, the same mortality tables
tor healthy retirees are used with a 4- year set-forward for males and a 3-year set-forward for females. Tn addition, a
3.5% and 3.0% minimum mortality ate is applied, for males and females respectively, to reflect the impairment for
younger members who become disabled. The rates are projected on a fully generational basis by Scale UMP to

account for future mortality improvements subject to the tloor.

'The actuarial assumpions were developed primarily from the actuarial investigation of the experience of TMRS aver
the four-year period from December 31, 2014 to December 31, 2018, They were adopred in 2019 and first used in
the December 31, 2019 actuasial valuation. The post-retirement mortality assumption for Annuity Purchase Rates
(APRs} 15 based on the mortality study performed in 2013, with factors based on a unisex blend of the RP-2000
Combined Healthy Mortality Tables with Bive Collar Adjustment for males and females. Plan assets are managed on
a total return basis with an emphasis on both capital apptectation as well as the production of income in otder to

satisfy the short-term and long-term funding needs of TMRS,

TCaor fiscal vears 2022 and 2021, the long-term expected rate of return on pension plan investments was determined
using a building-block method in which best estimate ranges of expected future real rates of return (expected returns,
net of pension plan investment expense and inflation) are developed for each major asset class. These ranges arc
combined to produce the long-term cxpected rate of return by weighting the expected future real rates of return by
the target asset allocation percentage and by adding expected inflation. In determining their best estimate of a
recommended investment return assumption under the varfous alternative assct allocation portfolios, the valuatdon
focused on the atea between (1) arithmetic mean (aggressive) without an adjustment for time (consesvative) and (2)

the geometric mean {conservative) with an adjustment for tme (aggressive).
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Fiscal years 2022 and 2021 had the following target allocations and best estimates of real rates of return for each

major asset class. The Long-term Fxpected Real Rate of Return amounts do not include intlation.

December 31, 2022 December 31, 2021

Long-term Long-term

Target Expected Real Target Expected Real

Asset Class Allocation  Rate of Return Allocation  Rate of Return
Global Hquity 35.0% 7.55% 30.0% 5.30%
Non-Core Fixed Income 20.0%, 5.68% 20.0% 4.14%;
Real Estate 12.0% 0.85% 10.0% 4.00%
Orther Public & Private Markets 12.0% 7.22% - -
Private Tiquity 10.0%% 10.00% 10.0%, 7.75%,
Corc Fixed Income 6.0% 2.00% 10,05 1.25%%
Hedge Funds 5.0% 5.35% - -
Real Return - - 10.0% 3.85%
Absolute Return - - 10.0% 3.48%
Total 100.0% 100.0%

The discount rate of 6.75% was used to measure the Total Pension Liability in the December 31, 2022 and 2021
actuatial valuations, The projecton of cash flows used to determine the discount rate assumed that employee and
employer conttibutions will be made at the rates specified in statute. Based on that assumption, the TMRS pension
plan’s Fiduciary Net Position was projected to be avatlable to make all projected tuture benefit payments of current
active and inactive employees. Therefore, the long-term expected rate of return on pension plan investments was

applied to all periods of projected benefit payments to determine the Total Pension Liability.

Remainder of this page is intentionally left blank
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The following table summarizes the changes in the TMRS Net Pension Liability for the yvear ended December 31,

2022 and 2021 based on the measurement date of December 31, 2021 and 2020, respectively.

Changes in Net Pension Liability - TMRS
{8 in thonsands)

2021

Inerease Decrease)

2020

Incrcase (Deercase)

Taotal Pension Plan Liduciaty

Ner Pension

Total Pension Plan Fiduciary  Net Pension

Liability INet Position Liability Liubiliry Net Position Liability
@ &) - ) @ o -0
Balances at January 1, 3 242003 % 223610 % 16474 3 230,805 ¢ 211,848 & 19,047
Changes for the vean:
Service Cost 6,068 - 5,068 5,233 4,233
Interest 16,200 - 16,200 15,448 - 15,448
Differences between expected
and actual cxpeticnce 1,214 - 1,214 {185 - (185
Changes in assumpdons - - - - - -
Conttibudons - cmployet - 4,450 {4,450% - 4,440 (4,440
Conttibudons - cmployee - 3,564 {3,560 - 3,660 (3,660
Ner investment incom ; 29,4011 (25,401} ; 16,073 (16,073)
Benefit payments (10261 (10,261 - (10,294 (10,299) -
Administradve cxpensce - {136} 136 - (104 104
Onher charges - 1 (1 - 6] 4
Net Changes 13,221 77 024 (13,303) 11,198 13771 2573
Balances at Decomber 31, * $ 235314 % 252643 9 2671 % 202093 § 223619 § 16,474

*Based on measurement date of December 31, 2021 and December 31, 2020 respectively

'The following table presents the Net Pension Liability for the TMRS plan as of December 31, 2022 and December
31, 2021 calculated using the discount rate of 6.75%, as well as what the Net Pension Liability wouid be if it were
calculated using a discount rate that is 1-petcentage-point lowet (5.75%) or 1-percentage-point higher (7.75%) than
the current rate:

TMRS Net Pension Liability /{Asset) (& & thousands)

1% Increase

1% Dectease Current Discount Rate

5.75% 6.75% 7.75%
Decerber 31, 2022 3 35408 % 2,671 % (24,559
December 31, 2021 3 47908 % 16,474 § (9,657}

San Antonio Watcer System Retiremoent Plan

The San Antonio Warer System Retirement Plan (SAWSRP) is a single-emplover pension plan, which serves as a
supplement to SAWS othet tetitement benefits, The plan has both a defined benefit and a defined contribution
component, SAWS has delegated w Principal Financial Group the authority to manage plan assets and adminiseer

the payment of benefits under the plan,




NOTES TO FINANCIAL STATEMENTS

The finaneial information for SAWSRP is reported in the SAWS Fiduciary Tunds financial statements. SAWSRP

does not issue stand-alone financial statements. A summary of the plan’s financial statements for the vears ended

December 31, 2022 and 2021 is presented in the following tables.

Assets

Invesunents
Total Assets

Tiabilities

Net position restricted for

pension benefies

Additions

Fmployer Contributions
Employee Conuibutions
Investment lncome

Total addidons/(deductons)

Deducdons
Pension payvments /distributions

Administrative Expenses

Increase {Decrease) in net position
Nt position restricted for
pension benefits - heginning

Net position restricted for
pension henefits - ending

San Antonio Water System Retirement Plan
Net Position Restricled for Pension Benellls

{amosnis in thonsands)

December 31, 2022

December 31, 20121

Defined Detined Defined Detined
Benefit Contribution Toral Benefir Contrbution Tortal
3 200949 S 16,899  § 277848 0§ 307118 § 17,553 % 324673
260,949 16,899 277 848 307,118 17,553 324673

$ 260949 S 16899 § 277,848

§ 307118

§ 17,553

§ 324673

San Antonlo Water System Retirement Plan

{amosents in thonsands)

For the years ended

December 31, 2022

Changres in Net Position Restricted for Pension Benefits

December 31, 2021

Defined Defined Defined Defined

Benefit Contribution Total Benefit Contribution Total
3 o8 2049 % an4e 3 6,136 5§ 1,314 % 7,950
2,165 1,745 3,910 2219 1,576 3,705
(43,416) {3,210 (46,626) 34,841 2,228 37,069
(34,251} 584 (33,667 43,196 5,618 48,314
11,654 1,186 12,840 10,669 683 11,352
264 54 318 294 52 346
11,918 1,240 13,154 10,963 733 11,698
(46,169 (656) 46,825) 32,233 4,883 37,116
307,118 17,553 324,673 274,885 12,672 287 557
$ 260949 5 16809 § 277848 § 307118 5 17,355 § 324673

Defined Benefir Companent: Bligible employees hired prior to June 1, 2014, participate in the defined benefit component

of the plan. Cligible employees vest in this plan after the completion of five years of serviec.

Covered employees are eligible to retire upon attaining the normal retirement age of 65, An employee may elect

early retirement, with reduced bencfits, upon attainment of (i) 20 years of vesting service regardless of age or (i) five

vears of vesting serviee and at least age 60. An emplovee is avtomatically 100% vested upon attainment of age 65 or

upon becoming totally and permanently disabled.
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The normal retirement benefit is based upon two factors, average compensation and years of vesting service.
Average Compensation is defined as the monthly average of total compensation received for the three consecutive
vears ending Dlecember 31, out of the last ten compensation years prior to normal retirement date which gives the

highcst average. ‘The normal retirement benefit under SAWSEP is cqual o the following:

1. 1.20% of the Average Compensation, times years of credited scrvice not in exeess of 25 years, plus
2. 0.75% of the Average Compensation, times years of credited serviee in cxeess of 25 years but not in cxeess
of 35 yeats, plus

3. 0.375% of the Average Compensation, times years of credited service in excess of 33 yeats.

Upon retirement, an employee must sclect from one of eight alternative payment plans. Each payment plan provides
for monthiy payments as long as the reted emplovee lives. The options available address how plan benefits are to

be distributed to the designated beneficiary of the retited employee. The program also provides disability benefirs.

Pasticipants in the defined benefit component of the SAWSRP as of the last two actuatial valvation dates is

suminatized below:

January 1,
2022 2021
Active employees 895 975
Retitces and bencficiarics
cutrently recelving beneflts 1,198 1,145
Tnactive members 563 558
Total 2,656 2,678

The funding policy provides for actuarially determined pecdiodic contributions so that sufficient assers will be available
to pay bencefits when they are due. Contribution requirements are cstablished and may be amended by SAWS Board
of Trustecs. The actuarially determined contributions for 2022 and 2021 were determined using the employer normal
cost method. The actuarially determined contribution is the estimated amount necessary to finance the cost of
benefits carned by participating cmployees during the year, with an additional amount to finance any unfunded
accrued lability.  Prior to 2015, active members made no contributions to the plan and all obligations with respect
o the defined benefit feature of the plan wete paid solely by SAWS. On January 1, 2015, active members began

sharing 11 the cost of providing benefits under the plan by conttibuting 3% of their compensation,

The Net Pension Asset for the defined benefit component of the SAWSRE as of December 31, 2022 and 2021 was
measured as of |anuary 1, 2022 and 2021, respectively, The Total Pension Liability used to calculate the Net Pension

Asset was determined by an actuarial valuation as of that date performed as of the measurement date.
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The January 1, 2022 and 2021 valuations included the following actuatial assumptions:

Annual Infladon 2.25%,

Rate of Return on Investments 0.25%

Yixpected salary increases are composed of salary inflation, real wage growth and merit increases reflecting SAWS’

salary increase philosophies along with maore recent experience of plan participants.

Mortality ratcs for the January 1, 2022 and January 1, 2021 valuation were based on PubG-2010 General basc rate
mortality table projected to future years with historical and assumed mortality improvement (MI) rates that were
issucd by the Soclety of Actuaries (SOA). PubG-2010 is the bascline mortality rate table underlying the SOA Pub-
2010 experience study published in January 2019, The January 1, 2022 valuation was based on MP-2021, the most
recent MI scale published 1n October 2021, The January 1, 2021 valuation was based on MP-2020 published in
October 2020.

For the 2022 and 2021 valuations, the expected long-term return on plan assets assumption was developed as a
weighted average rate based on target asset allocation of the plan and the Long-Term Capital Market Assumptions
{CMA) May 2020. The capital market assumptions were developed with a primary focus on forward-looking
valnation models, interest rates, risk-premium, and long-term performance patterns ot the applicable assct
classes. Due to the long-term nature of pension obligations, the investment horizon for the CMA 2020 is 20
years. Some of the cconomic assumptions rely on the Long-Term CMA May 2021, which was an interim update to

the CMA 2020 1o help ensure that the tesults are consistent with the current cconomic situation and outlook.
The target allocation and best estimates of arithmetic real rates of return for each major asset class are
summarized in the following table. The Long-term FExpected Real Rate of Remirn amounts do not include

inflation.

The target investment allocations in cffect at January 1, 2022 and January 1, 2021 were:

Long-term

Target Expected Real
Asset Class Mlocation  Rate of Remurn
Total Return 34.0% 2.9%
US Equity - Large Cap 19.05%% 5.1%
International Equiry 10.0% 3.9%
US Mid Cap Equiry 10.084% 7.4%
International Small/Mid Equity T.0% 6.4%
US Small Cap Equity T0% 5.8%
Real Estate 7.0% 6.8%
High Yield Bond G 4.7%

Total 100.0%
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The discount rate used to measure the Total Pension Liability at December 31, 2022 and December 31, 2021
was 6.25%. The projection of cash flows used to determine the discount rate assumed that contributions will
be made based on actuarial determined amounts. Based on that assumption, the SAWSRP defined benefit
component’s Fiduciary Net Positdon was projected to be available to make all projected futre benefit payments
of current active and inacdve employees. Therefore, the long-term expected rate of return on pension plan

investments was applied to all periods of projected benefit payments to determine the Total Peosion Tiability,

The tollowing table summarizes the changes in the SAWSRP Net Pension Asset for the year ended December

31, 2022 and 2021 based on the measurement date of Jaruary 1, 2022 and January 1, 2021, respectively.

{Changes in Net Pension Assct - SAWSRE
8 ju thowcandsy
2022
Tncrease Decrease)

2021
Tacrease Decrease)

Total Pension  Plan Fiduciaty  Net Pension Total Pension  Plan Fiduciary et Penston

Net Positien

Tiability Asset Liability Net Position  Linhilive/ (Asset)

@ ®) @ - ) @ ® (@ - )
Balances ar January 1, g 272187 % 2743885 % (2,098) 3 01816 3% 242461 % 19,355

Changes for the year:
Service Cost 5,036 - 5,030 o187 - 5,187
Intetest 17,026 - 17026 16,403 - 16,403
Differences between expected

and actual experience 2,224 - 2,224 (66} - {66
Changes in assumptions 413 - 413 {1,063 - (1,063
Contributions - employer - 6,136 (6,136) - 4,131 (9,131}
Coneributions - employee 2219 2,219 - 2,005 (2,003
Net investment income - 34,840 34,8400 - 31,582 (31,582

Benefit payments {10,665 {10,664 - {10,000} {10,090 -
Adminisrrative expense - (293 203 - {294) 204
Net Changes 14,030 32,233 (18,203 10,371 32424 (22053
Balances at December 31 ¥ ] 286217 % TR § {20901 $ 2287 % i488h § (2,595

*Based onmeasurement dae of Janwary 1, 2022 and January 1, 2021 respectively

The following table presents the Net Pension Liability/ (Asset) assoclated with the defined benefit component of the
SAWSRP calenlated at December 31, 2022 and December 31, 2021 nsing the discount ratc of 6.25%, as well as what
the Net Pension Liability/ {Assct) would be if it were caleulated nsing a discount rate of onc percentage point lower

{5.25%) or onc percentage point higher (7.25%) than the current rate.

SAWSRP Net Pension Liability / (Asset) (8 i thowsands)

1% Dectease Current Discount Rate 1% lacrease

5.25% 6.25% 7 25%
December 31, 2022 g 15602 § 20,901)  § (51,259)
December 31, 2021 g 32580 $ (2,698) § (31,986)
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Drefined Contributicn Componens:  Fligible employees hired on or after June 1, 2014 participate in the defined
contribution component of the SAWSRP. SAWS contributes 4% of participant’s compensation into an individual
retirement account. Participants arc required to contribute 3% of their compensation inte their individual retirement
account. Contributions under the defined contribution feature of the plan are made to participants’ individual
retirement accounts on a bi-weekly basis based on the pardeipants’ compensation during the period. An cligible
cmployee totally vests in SAWS contributions to the individual retdtement account after one year of service and
immediately vests in the employee’s conttibutions to the plan. The employvee directs the Investments in theit
individual retisement account, SAWS has no hability for losses under the defined contribution component of the

SAWSRP but does have the usual fiduciary responsibilities of a plan sponsor.

During the vear ended December 31, 2022, SAWS made contributions to participants” individual retitement accounts
totaling 32,049,000, net of forfeitures of $38,000 and employees contributed $1,745,000. During the year ended
December 31, 2021, SAWS made contributions to participants’ individual retitement accounts totaling $1,.814,000,

net of forfeitures of $21,000 and employees contributed $1,576,000.

District Special Project Retitement Income Plan

District Special Project Retirement Income Plan (DSPRP) is a single-cmployer defined bencefit pension plan that
covers all cligible employecs. Lhe plan was otiginally established by Bexar Metropolitan Water District (BexarMet)
o provide pension benefits to its employees. In 2008, the BexarMet Board elected to frecze pension benefits and
entry ko the plan effective September 30, 2008, In 2012, BexarMet was dissolved and all its assets and habilities
were transferred to the San Antonio Water System District Special Project DSP). The plan was renamed District
Special Project Retitemment locome Plan, 1o 2016, DSP was merged inte SAWS and DSPRP is now governed by
SAWS, which is authorized to establish and amend all plan provisions. SAWS has delegated the authority to manage

plan assets and administer the payment of benefits under the plan to Standard Insurance Company.

Remainder of this page is intentionally left blank
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The financial information for DSPRP is reported in the SAWS Fiduciary unds financial statements. DSPRP does
not issue stand-alone financial statements. A summary of the plan’s financial statements for the vears ended

December 31, 2022 and 2021 is presented in the following tables.

District Special Project Retirement Income Plan
Net Position Restricted for Pension Benefits

{amonnts in thousands)

December 31, 2022 December 31, 2021

Assets

Investments 3 7,203 ) 8,475
Total Assets 7,203 8,475
Tiabilities -
Net position restricted for

pension henefits b 7,203 5 8,475

District Special Project Retirement Tncome Plan
Changes in Net Positon Restricted for Pension Benefits

{amnunls i thousands)

December 31, 2022 December 31, 2021

Additions

HEmployer Contributions $ 138 5 175

Tnvestment Income (1.oss} (1,054 1,049

Total addidons/(deductions) {890) 1,224
Dreductions

Pension payments,/distribudons 370 378

Administrative Expenscs 6 7

376 385

Increase/(Decrease) in net position (1,272 839
Net position restricied for

pension benefits - beginning 8,475 7,636
Nert position restiicred for

pension benefits - ending $ 7,203 S 8,475

Prior to freezing enty mnto the plan, employees were elimble to enter on May st or November 1st following the
completion of 12 months of employment and attaining age 21, Participating employees accrued benefits if they
worked at least 1,000 hours per plan year, Eligible emplovees vested in this plan after the completion of five years
of service. Employees are 100% vested in any benefits derived from employee contributions repardless of years of
service. A terminating participant who has completed five years of service is entitled to receive a vested henefit

starting on his/her normal retirement date.

69



NOTES TO FINANCIAL STATEMENTS

The normal retirement benefit upon retirement is a percentage of average monthly earnings. Prior to March 1, 1996,
the monthly benefit was 60% of average monthly earnings reduced proportionately for less than 15 years of service.
Liffective March 1, 1996, the monthly benefit was 40% of average monthly earnings reduced proportionately for less
than 20 years of scrvice. Prior to March 1, 1996, average monthly carnings were based on the monthly carnings
during the five consccutive and complete calendar vears that produced the highest average.  After March 1, 1996,
average monthly carnings are determined by the ten consccutive and complete calendar years after December 31,
1990, which ptoduce the highest average. Upon retirement, retitees may choose from 3 different rypes of annuities

of recetve a single lump sum diseribudion.

Participants in DSPRI? as of the last two actuaital valuation dates 15 summarized below:

January 1,

2022 2021
Actve emplovees 84 A
Retirees and beneficiaries
currently receiving benefits 13 12
Inactive members 40 38
Total 137 140

The plan’s funding policy provides for actuarially determined periodic contributions se that sufficient assers will be
available to pay benefits as they come duc. Contribution requirements are established and may be amended by the
Board. The unit credit method was used to caleulate the actuarial determined contribution for 2022 and 2021, Under
this method, the actual ot cxpected accrued benefit of cach participant is allocated to the year in which it accrues,

The normal cost is the present value of benefits expected to accruc in the current year.

The Net Pension Asset for DSPRP as of December 31, 2022 and 2021 was measured as of January 1, 2022 and 2021,
respectively. The Total Pension Liability used to calculate the Net Pension Asset was determined by an actuatial

valuation as of that date performed as of the measurement date,

The January 1, 2022 and 2021 valuations included the following actuarial assumptions:

Annual Inflation 2.25%,
Rate of Retutn on Investments 0.25%

For 2022 and 2021, mortality rates are based on the SOA RP-2014 table projected on a fully generational basis using
mortality improvement scale MP-2018, Due to the limited size of this plan and the frozen nature of benefits under

the plan, an experience study has not been done,
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The long-term expecred rate of return on pension plan investments was determined using a building-block method
in which best-estimate ranges of expected future real rates of return (expected returns, net of pension plan investment
cxpense and inflation) are developed for each major assct class. These ranges are combined to produce the long-
term cxpected rate of rcturn by weighting the expected future real rates of return by the target asset allocaton

percentage and by adding expected inflation.

The target allocation and best estimates of arithmetic teal rates of return for cach major asset class for the January

1, 2022 and January 1, 2021 valuations are summarized in the following table:

Long-term
Target  Hxpected Real
Asset Class Allocation  Rate of Return
Domestic Equuity 36.0% 4.85%
Fixed Income 40.04% 1.40%
International Equity 17.0% 5.05"%
Real Bstate 70V 4.03%,

The discount rate used to measure the total pension liability at Decembert 31, 2022 and December 31, 2021 was
6.25%. The projection of cash tlows used to determine the discount rate assumed that contributions will be made
cqual to the actuarially determined contributions. Based on those assumptions, the defined benefit component’s
tiduciary net position was projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return on the defined benefit component’s investments was

applied to all periods of projected benefit payments to determine the total pension liability.

Remainder of this page is intentionally left blank




NOTES TO FINANCIAL STATEMENTS

The following table summarizes the changes in the DDSPRP Net Pension Asset for the year ended December 31,

2022 and 2021 based on the measurement date of January 1, 2022 and 2021 respectively.

Changes in el Pension Asset - TISPRP

1§ in thousands)

2022 2021
Inciease {Decrease) Increase ecrease)
Total Pension  Plan Fiduciary  Net Pension Total Pension Plan Fiduciaty  Net Pensfon
Liakility Net Posidon Asget Liabiliry Net Positon Asset
(s ) (- b) @ 05 @- )
Balances at January 1, § 6,766 § 63§ {870 3 5149 % 6,652 % (503)
Changes for the year:
Service Cost 209 - 209 241 - 241
Interest. 420 - 420 409 - 40
Differcnces berwreen expected
and actual experience (02 - 02 375 - 375
Changes in assumptons - - - - - -
Contributions - eroployer - 175 {173 - 400 {44000
Net investment incomes - 1,049 (1,045 - 903 998
Benefit payments (378 (37 - 408} (408) -
Administrative expense - 7 7 - (] 4
Net Changes 159 839 {650) 617 954 (367)
Balances at December 317 g 7,955 % 3475 % (1,520 3 [P ThM R (870

“Based on measurement dare of January 1, 2022 and [anuary 1, 2021 respectively

The following table presents the DSPRP Net Pension Asset calculated at December 31, 2022 and December 31,
20121 wsing the discount rate of 6,25%, as well as what the Net Pension Asset would be if it were calculated using a
discount rate that is one percentage point lower (5.25%) or one percentage point higher (7.25%0) than the current

rate.,

DSPRT Net Pension Asset (§ oz thomsands)

1% Dectease Current [Mscount Rate 1% Tncrease
h.25%% 6.20% 7.25%
Trecember 31, 2022 S 1,04y 3 (1L,520y % {1,927
December 31, 2021 S (372 % &7 % (1,296)

Other Pension Disclosures
For the years ended December 31, 2022 and December 31, 2021, SAWS reeognized pension expensc under the

TMRS, SAWSRP and DSPRP plans as follows:

(§ in thonsands)

Year-ended Decermber 31,

2022 2021
TMRS $ 1,037y § 1,766
SAWSRYI - defined benefit {6,563) {4706}
SAWSRP - defined contribution 2,049 1,814
DSPRP (253) {30

3 (5806 S 3065




NOTES TO FINANCIAL STATEMENTS

Amaounts payable #0 the pension plans by SAWS for contributions totaled $209,000 at December 31, 2022 and
$225,000 at December 31, 2021.

'The following table summarizes the Deferred Outflows of Resources, Net Pension Liability/{Assct) and Deferred
Inflows of Resources for cach of the plans as reported in the Statement of Net Positen for December 31, 2022 and

2021.

(F i thotsands) Jecember 31, 20022 December 31, 2021

Deferred Net Pension Dreferred Defertred Net Pension Deferred

Ouitlows of Liability / Inflows of Ontflows of Liability / loflows of

Plan Resources {Asset) Resvurces Resources {Asser) Resources
TMRS % 3,724 % 2,671 % 15,201 § 4933 % 16,474 % 6,153
SAVSEP 8,513 {20,901) 30,133 7870 (2,698) 24,872
DSPRP 689 {1,520) 1,767 869 B70) 1,687
Total - All Plans $ 14,528 % {19,750) § 7,121 $ 13,672 % 12,906 § 32,712

At December 31, 2022, Defetred Outflows of Resources and Deferred Inflows of Resources assoclated with SAWS
pension plans related to the following soutrces:

December 31, 2022

IMRS SAWSRP DEPRP Adl Pluns
Deferred Deletred Deferred Deierred Dreferred Delerred Deferred Deferred
Cutdlows ol lollows of  Chacllows of Inflows ol Oueflows of  Inflows of  Cacflovws off Tnllows of
(& thansandl) Resources Resourecs feanuices Resourroes Kesonrces Resourees Hesources Resources
Contrbutons made after the messuremen date 5 4510 % 3 ERLEANS 3 138 % 4 11,648 %
13itferences bemveen expeeted and acoral
cEprriznoe 1,144 106 1278 13 339 68 2,761 o]
Effects of changes in assutmstion 0 - 237 232 212 - 519 232
Net Differcnce berween projected and aeoral
eattiitys on pension plan o estinents - 150535 - 29,906 - 499 - 46,500
El 3724 % 15,201 % 8515 & Aahd § oy f 167 % 14928 5 4712

At December 31, 2021, Deferted Outflows of Resoutces

pension plans related to the following soutrces:

and Defetred Inflows of Resources associated with SAWS

TMRS SAWSRE DSPRLE All Plans
Dreferred Dxcferred Dieferred Dheferred Theforred Dferred Deferred Deferred
Outflows of  Toflows of  Qurflows of  Tnflows of  Qutflewrs of  Tnflows of  Ourflows of  Inflows of
i dn tharsandi) Resomwces  Hesoueces Resources Hesources  Resources  Hesources  Besources Resources
Contrilntion: wade alier the measurement dare $ 4450 % - o603 § - b3 173 & - I R Y -+ -
[Hfferences hetween expeeted and actual
CRpeAnoe 366 148 850 38 424 B0% 1,640 1,105
Fffears of changes in assumption 17 - ah4 1,090 270 1,271 1,090
Met Difference between projected and acwual
garmng: on pension plin oy estmees - A5 - 23724 - ThE 30,517
§ 4933 3 6153 § TR0 § 24872 § 869 § 1687 § 13672 § 32712
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Contributions made after the measurement date ot $11,648,000 will be recognized as a reduction of the Net Pension
Liability for the year ending December 31, 2023, Other amounts reported as deferred outflows of resources and

deferred inflows of resources related to pensions will be recognized in pension expense as follows:

Year Ended (& in thosands)

December 31, SAWSRP TMRS DSPRI? Combined
2023 S (6,769) 5 (2,246) § (332 % (9.347)
2024 (11,525) 6,114 (423) (18,062)
2025 (6,810 (2,947 (299 (10,056)
2026 (3,534) (2,680 172} (6,386)
2027 - - 13 13

Thereafter - - 3) (3)

The following table summatizes the components of the Net Pension Tiability/ (Asset) at December 31, 2022 and
2021 for the pension plans included in SAWS Tiduciary Tund Statements in accordance with GASB 67, Financial

Reparting for Penvinn Plans — An Amendment of GASE Sialement 25,

December 31, 2022 (1) December 31, 2021
(% i thowsands) SAWSRP DSPRP SAWSRP DEPRP
T'otal pension liability § 2950649 & 70582 05 286,217 % 6,955
Plan fiduciary net position 260,949 7,202 307,118 83,475
Net pension liability / (asser) 034700 % (150y 8 (20,901 § (1,520}
Plan fiduciary net position as a
percentage of the total pension lability 88.3%% 102.1% 107.3% 121.9%%

{2} Actnarial valuation performed at January 1, 2022 was rolled forward o December 31, 2022

Deferred Compensation Plans

In November 2019, SAWS consolidated its prior deferred compensation plans Inte one plan with Empower
Retirement, who acts as an independent administrator of the plan. The plan complies with Section 457(b) of the
Internal Revenue Code Deferred Compensation Plans with Respect to Service for State and Local Governments)
and is classified as an other employee benefit plan for accounting and financial repotting basis.  Hmployee
patticipation is voluntary, and SAWS makes no contributions to this plan, Empower Retirement issues a publicly
available financial report that includes financial information relating to patticipating entities. The report may be

obtained at: ht_tps:/ / WWW. M DOWer-teti rement.com/about/financial-strength.

NOTE K - OTHER POST EMPLOYMENT BENEFITS (OPEB)

In additon to providing pension benefits described in Note ], SAWS provides certain health care and life insurance
benefits for cligible retirees, their spouses, and their dependents through San Anronio Water System Retirce Health
Trust (SAWS OPEB Plan), a single-emplover defined benefir plan administered by SAWS. The authority to establish

and amend the SAWS OPEDB Plan provisions 1s vested m the Board,
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The financial information for SAWS OPEB Plan is reported in the fiduciary funds statements. SAWS OPEB Plan
does not issue stand-alone financial statements. A summary of the plan’s financial statements for the vears ended

December 31, 2022 and 2021 is presented in the following tables.

San Antonio Water System Retiree Health Plan
Net Position Restricted for Post Employment Benefits
{amonnts in thousands)
December 31,

2022 2021

Assets

Cash and cash equivalents 5 217 ) 146

Investments 107,363 121,374

Total assets 107,580 121,520
Liabilities - -
Net position testricted for other post employment benefits $ 107,580 ] 121,520

Changes in Net Position Restricted for Post Tmployment Benefits
For the year ended December 31,
(amounts i fhonsands)
2022 2021

Additions

Employer contributions s 9,300 S 10,442

Investment income/(loss) (18,871) 12,260

Total addidons/ {deductions) (9,571} 22702
Deductons

Benefit payments 4,200 5,342

Administrative expenses 169 177

Total deductions 4,369 5,519
Increasc in net position {13,940} 17,183
Net position restricted for other post

employment betiefits - beginning 121,520 104,337
Net position restricted for other post

employment benefits - ending ) 107,580 ) 121,520

By state law, any emplovee that retives under a SAWS renrement plan is eligible, at the time of retirement, to obrain
health msurance henefits similar to those offered to acuve SAWS emplovees. Retirees may also putchase coverage
for their spouse and qualifving dependents at group rates pattially subsidized by SAWS. Any plan participant eligible
tor Medicare is required to enroll i 4 Medicare Advantage Plan. No supplemental health henefits are provided to
those participants enrolled in Medicare Advantage Plans, Employees hired after December 31, 2013 will not be

eligible for any subsidized medical benefits upon reticement from SAWS.
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Participants in the SAWS OPIiB Plan as of January 1, 2022 and 2021 consisted of the following:

January 1,

2022 2021
Active Employees 878 957
Retired Hmployees 771 801
"Votal 1,649 1,758

"The contribution requirements of plan participants arc cstablished and may be amended by the Board. Contributions
made by retirces for health insurance benefits vary based on retirement date, yeats of scrvice and the health care
options sclected.  Plan participants made contributons toward plan benefits totaling $1,747,000 in 2022 and

1,840,000 in 2021.

SAWS contributions to the plan are also established by the Board. Prior to 2012, SAWS only funded the shortfall
between annual benefit payments and retivee contributions (“current benefit payments™}, Lo March 2012, SAWS
established a trust for the purpose of prefunding future benefic pavments for eligible retirees and their dependents,
In addition to malking contributions to the trust, SAWS has continued to fund current benefit payments outside of
the trust. SAWS intends 1o fund current henefit payments as well as make annual contriburions to the trust in
accordance with a plan that, at 2 mininum, fully funds the actuarially determined annual required contributions for

these benefits thereby improving the funded status of the SAWS OPEB Plan over a period of dme.

Projectiens of benefits for financial reporting purposes arc based on the substantive plan (the plan as understood by
the emplover and the plan members) and include the types of benefits provided at the time of each valuation and
the histosical pattern of shating of benefit costs between SAWS and plan membets to that point. The acruarial
methods and assumptions used include techniques thar are designed to reduce the effects of short-term volatifity in
actuarial accrued labilities and the actuarial value of assets, consistent with the long-term perspective of the

calculations.

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. Fxamples include assumprions about future employment,
mortality, and the healtheare cost trend. Amounts determined regarding the funded status of the plan and the annual
required contributons of the cmployer are subjeet to continual revision as actual results arc compared with past

cxpectations and new cstimatres arc made about the futurc,




NOTES TO FINANCIAL STATEMENTS

The following table summarizes the actuarial methods and assumprions used in the most recent actuarial valuations

for the SAYWS OPEEB Plan.

Actuarial Valuation Dare January 1, 2022 January 1, 2021
Actarial Vahie of Assets Market Value Matket Value
Actuarial Cost Methad Entry Age Nozmal Entry Age Nozmal
Remuining Amordzaton Method 12 Years - Closed 13 Years - Closed
Actuarial Assumptions
Investment Rate of Remrn 6.22% 6.25%
Inflation Rate 2.50% 2.50%
Healtheare Cosr Trend:
Initial 6.00% 6.00%/2.00%,*
Lldmate 3.094% 4.004%

FPre-i38 inial erend iz 6.00%, Posc 85 trend is - 20084,

Mortality rates for the January 1, 2022 valuation were based Pub-2010 General basce rate morrality table projected to
futurc years with historical and assumed mortality improvement rates that werce issued by the SOA. PubG-2010 is
the bascline mortality rate table undetlying the SOA Pub-2010 cxpericnce study published in Jagnary 2019, "The

mortality improvement scale 1s based on MP-2021 published in October 2021

Mottality rates for the January 1, 2021 valuation were based Pub-2010 General base rate mortality table projected to
future years with historical and assumed mortality improvement rates that were issued by the SOA, PubG-2010 is
the baseline mortality rate table undetlying the SOA Pub-2010 experience study published in January 2019, The

mortality improvement scale is based on MP-2020 published in October 2020,

Remainder of this page fs intentionally left blank




NOTES TO FINANCIAL STATEMENTS

The following table summarizes the changes in Net OPIB Liability/{Asser) at December 31, 2022 and December

31, 2021

Changes in Net OPEB Liahility /{Asset) - SAWS OPIB Plan
(& 7 ihowsands;

2022 2021
Inerease {Decrease) Increase {Decrease)
Trtal Plan Tertal Plan
OPER Fiduciary Net OPEB OPEB Fiduciary Net OPLEB
Liability Net Posidon  Liability /{Assen) Liahiliry Net Position Liakility
i ih) fa) - (2) ] (a) - (b
Balances at January 1, 4 120795 % 04337 3 16,453 3 124276 3 83277 3 40,999
Changes for the year:
Service Cost 1,712 - 1,712 1,750 - 1,750
Interest 741 - 741 7088 - 70H88
Differcnces berwreen expected

and actal cxperience 2,850 - (5,355) {8,567 - (8,367
Changes in assumptons (3,799 - (3,795 2089 - 2,189

Changes i teoms {32,517 - (32,517 - - -
Consributons - cmployes - 10,442 {10,442 - 13,641 (13,641
oot lnvestmwenr ineom: - 12,240 12,260) - 13,747 (13,747

Beneht papments (5,343 (3,342 - {6,141% 6,141) -
Administrative cxpensc - (177 177 - (187 187
Net Changes (38,314 17,183 {35,497 {3481} 21,060 (24,541,
Balances at Docember 31,% 5 32481 % 121,520 3 {35,035 3 120795 § 10,337 & 16,458

“Based on measurement date of January 1, 2022 and January 1, 2021 respectively

The following table presents the change in the SAWS OPEB Plan Net OPED Liability/(Asset} calculated at
December 31, 2022 and 2021 assuming healtheare cost trends decrease o increase by one percentage point from

the assumptions used in Total OPEB liability.

(& in thowsands)
1% Decrease Current Assumptions 1% Increase
December 31, 2022 ¥ (41,841) % (39,039 g (35,941)
December 31, 2021 $ 7,630 $ 16,458 g 27,032

Remainder of this page is intentionally left blank




NOTES TO FINANCIAL STATEMENTS

The razget allocation and best estimates of arithmetic real rates of return for each major asset class for January
1, 2022 and January 1, 2021 are summarized in the following table. The Long-term Expected Real Rate of

Return amounts do not include inflation,

January 1, 2022 Jamwaiy 1, 2021
Long-term Long-term

Lxpected Real Fxpected Real
Asset Class Targer Allocation Rate of Return Target Allocation Rage of Remurn
Fised Tncome - Core Bond 37.0% 1.42%, 37.0% 1.46%
Domestic Bquity - Large Cap 30.4% 6.54% 304% 6.34%
TForeign Equity - Developed International 11.3% 5.93% 11.3% 5.93%
Daomestic Bquity - Small Cap 6.4% 8.06% 6.4% 8.06%
Domestic Equity - Mid Cap 6.3% 7.36% 6.3% 7.36%
Toreign Equity - Emerging Markets 31% 8.28% 31% 8.28%
Fixed Tncome - High Yicld 3.0% 4.14% 3.0% 4.46%
Real Fstate 2.5% R EL 2.5%, 6,149,

Tolal 100.0% 10LOY

The discount rate used to measure the Total OPEB Liability at December 31, 2022 and December 31, 2021 was
6.25%. The projection of cash flows used to determine the discount rate assumed that contributions will be made
cqual to the actuarially determined contributions. Based on thosc assumptions, the defined benefit component™s
fiduciary net position was projected to be avallable to make all projected futare benefit payments of current plan
members. Therefore, the long-term expected rate of retutn on the defined benefit component’s investments was

applied to all petiods of projected benefit payments to determine the Total OPEB Liability.

The following table presents the SAWS OPERB Plan Net OPEB Liability/ (Asset) calculated at December 31, 2022
and December 31, 2021 using the current discount rate of 6.25%, as well as what the Net QOPERB Liability/ (Asset)
would be if it were calculated using a discount gate that is one percentage point lower (5.23%) or one pefcentage

point higher (7.25%) than the current rate,

(8 i thotsands)
1% Decrease Current Discount Rate 1% Increase
5.25% 6.25% 7.25%
December 31, 2022 $ (30,819 $ (39,039) g (43,989
December 31, 2021 $ 30,909 $ 16,458 3 4 443

SAWS recognized ($44,318,000) in OPEB expense for the fiscal year ended December 31, 2022 based on a
measurcment date of December 31, 2021 and (37,521 000 in OPLB expense for the fiscal year ended December 31,

2021 based on a measurement date of December 31, 2020.




NOTES TO FINANCIAL STATEMENTS

The following table summarizes Deferred Cutflows of Resources and Deferred Intlows of Resources associated

with the SAWS OPEB Plan at December 31, 2022 and December 31, 2021 from the following soutces.

2022, 2021
Deferred Deferred Deferred Deferred
Outflows of  Inflows of Outflows of  Inflows of
(% in thonsands) Resources Resources Resources Resources

Contributions made after the
measurement date $ 9300 % - ) 10442 3% -
Diffcrences between cxpected and actual

experience - 17,147 - 21371
Tiffcets of changes in assumption 1,254 4145 2,376 1,957
Net Difference between projected and

actual carnings on OPTB plan

nvestments 11,601 9,951

$ 10,554 ¢ 32,893 g 12,818 3 33,279

Contributions made aftes the measurement date of §$9,300,000 will be recognized as a seduction of the Net OPER
Liability for the year ending December 31, 2023, Other amounts teposted as deferred inflows of resources will be

recognized in OPEB expense as follows:

Ycar Ended (% in
December 31, thousands)
2023 $ (11,265)
2024 (12,706)
2025 (6,551)
2026 (1,117
Thereafter -

The components of the Net OPED Asset for the SAWS QOPEL Plan at December 31, 2022 and 2021 were as follows:

December 31,

(¥ in thonsands) 2022(a) 2021
'Total OPEB liability § 81,162 $ 82,481
Plan fiduciaty net position 107,580 121,520
Net OPEB asset § (26418 § {39,039

Plan fiduciary net position as a percentage of the
total OPEB liability 132.5% 147.3%,

() Actuarial valuation performed at JTanuaty 1, 2022 was tolled forwatd to December 31, 2022
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NOTE L — ASSET RETIREMENT OBLIGATIONS (AROs)

SAWS adopted GASB Statcment No. 83, Cerdain Asset Retirement Obligations, cifcctive January 1, 2019, SAWS
accounts for Assct Retirement Obligations {AROs) by recognizing the total obligation as a liability based on the best
estimate of the current value of cxpenditures cxpected to be incurred once the assets are retired. The statement
requites the effects of inflation or deflation on the ARO liability be adjusted annually. In addition to the ARO
liability, SAWS has recorded associated outflows of resources that are being amortized over the remaining useful life
of the respective asset groups, The total bability for AROs was $40,305,000 at December 31, 2022 and $36,191,000
atDecember 31, 2021, The following asset groups have been included in the ARO liability reflected in the Statements

of Net Position,

Wastewater Treatment Plants (WTPs) — SAWS operates three WT'Ps in its service area, while also maintains Mitchel]
Lake, which was previously classified as a WTP. Duc to the environmentally sensitive nature and ongoing wetlands
project at the plant, the remaining life and the cost to decommission this site are not reasonably estimable and arc
not included in the ARQ liability. ‘The average remaining uscful life of the other WIPs is 47 vears. T'CEQ requires
that a W1P be decommissioned once no longer in service. ‘Lhe cost for decommissioning the other three plants was
$38,920,000 at December 31, 2022 and $34,778,000 at December 31, 2021, The cost was determined using data
from vatrious 2006 contracts telating to the decommissioning of the Salado Creek WIP. The cost included a 10%

design allowance, The data from the contracts was nflated to 2022 and 2021 dollars, respectively,

Underground Storage Tanks (USTs) — SAWS maintains 10 USTs across it service area for servicing fleet vehicles,
Texas State Law, 30 Texas Administrative Code Chapter 334, requires that TSTs be removed from the ground when
they are no longer in use. The cost to remaove these USTs from the ground is estimated to be 5868,000 at December
31, 2022 and $917 000 at December 31, 2021. The cost was determined using data from a 2020 contract to remove
two USTs at the Van Diyke Service Center.  The cost includes a 10% design allowance.  Therc was one UST

removed in 2022 and two USTs were removed in 2021,

Desalination Injection Wells — SAWS curtently has two Injection wells in use with the desalination process. In
connection with desalination injection well permits obtained by SAWS from TCEQ, SAWS has an obligation to plug
the mjection wells once the wells are no longer in service. These wells became operational in 2016 and have a
remaiming useful life of 43 vears based on SAWS expetience with other wells throughout the system. The cost to
plug these wells was estimated to be §517,000 at December 31, 2022 and $496,000 at December 31, 2021, Data
trom past contracts for well plugging from 2012 to 2018 was used to determine the costs to plug the various wells
currently in service. The contract data was inflated 0 2022 and 2021 dollars, respectively. The cost includes a 10%

design allowance.
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The following table summarizes the AR activity for 2022 and 20271.

{aniosints i thousands)

AROs AROs AROs
Beginning  Tncreases o ARQs at Fnd Due Within
of Year AROs Retired of Year One Year
Year Inded
December 31,2022 S 36191 % 4255 § 141§ 40305 S -
Year Fnded

December 31,2021 S 35942 & 490 3 241 $ 36191 S -

NOTE M — LEASES

For the vear ended December 31, 2022, the financial statements include the adoption of GASDB Statement No. 87,
Leases, This Statement covers leases where the entiry is the lessee and the lessor. SAWS has agreements for each
type.  SAWS reviewed all the leases where SAWS 1s the lessce and determined these leases are not matesial to the
financials, As a resuly, SAWS did not tecotd any lease labiliges or Deferred outflows — leases on the Statements of
Net Position. SAWS examined all agreements where SAWS is the lessor and recorded seven leases that are material

to the financials and have been included in the Statements of Net Position,

Six of these leases arc for rental of space on various water towers which allow cell phone providers to attach
transmitter cquipment and may include space on the ground for the installation of support cquipment. The seventh
leasc is for acrcage at onc of SAWS’ water treatment plants for the installation of solar panel cquipment for the
production of clectricity.  Once a lease 1s complete, the lessec is responsible for removing all equipment. ‘The
remalming terms of the leases range from 5 to 22 vears inclustve of any anticipated renewal options. These leases
wete tecorded at the net present value of all future payments. None of the lessot agreements ate a principal patt of

SAWS ongoing operations nor are they subject to paragraph 58 of GASDE Statement No, 87,

Duaring 2022, SAWS recognized $288,000 as lease revenue and $132,000 10 inrerest revenue, For 2021, SAWS
recopnized $406,000 as lease revenue, SAWS did not recognize interest revenue related to leases as it was considered

immaterial to the financial statements.

NOTE N - RESTATED NET POSITION

Effective January 1, 2022, SAWS implemented GASB Statement No. 87, Leases. GASB Statement No. 87 requires
the effects of accounting change to be applied retroactvely by restating the financial statements. SAWS adopted
GASD Statement No. 87 i 2022 and accordingly, has restated amounts of the affected balances within the financial

statements for the fiscal year ending December 31, 2021 as follows:
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{8 in thowsands) As Originally As Effects of
Reported Resrated Change

Sratement of Net Assers
Unrestricted Current Assets

Accounts Recefvable, ner of allowances for uncollectible accounts 5 85,303 5 83,501 4 288
Total curtent assets 83,303 83,591 288

Noncurrent Asscts
Lease receivables, greater than one year - 42604 4264

Total noncurrent liabilities - 4,264 4,264

Deferred Tnflows of Resources

Deferred Inflows - leases - 4,552 4,552
Total Deferred Inflows - leases - 4 552 4552
Total Net Position S 40620684 5 4062084 4 -

NOTE O - SPECIAL ITEM

As discussed previously in Note T, SAWS has a commitment to purchase 19,974-acre feet of untreated water annually
from Medina Lake, In order to treat this water, SAWS maintaing a surface water treatment plant, Due to ongoing
water quality concerns, this plant has been idle since 2015, In connection with its ongoing Water Management Plan
update, it was determined that, current available water supplics are expected to be sufficicnt to meet customers’
demand in the foresceable future without utilizing the Medina supplics. Based upon this information, the projected
costs to rchabilitate the facility and ongoing concerns about the sonrce water availability, the plant was decmed
permancntly impaited as of December 31, 2022, ‘Lhe $7.2 million remaining book value of the plant was written off
and the loss has been recorded as a special item in the Statements of Revenues, Expenses and Changes in Net

Position.

NOTE I’ - SUBSEQUENT EVENTS
On March 10, 2023, SAWS extended the Revolving Credit Agreements with JPMorgan Chase supporting $400
million in Commercial Paper Notes, Series A through October 4, 2026, The existing Revolving Credit Agreement

with Wells Fargo Bank, N.A. supporting $100 million in Commercial Paper Notes, Serics B expires January 5, 2024
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REQUIRED SUPPLEMENTAL INFORMATION

Texas Municipal Retirement System - San Antonio Water Systom
Schedule of Changes in Net Pension Liability and Related Ratios (Hnaudited)

(8 iu thomsands)
i1 2020 2019 H1E 2017 210 2015 Hild

Total pension lability

Service Cost kS 6,068 3 6,233 % 54 551 % 3332 % 497 % 4810 % 4,379

Tnlerest 16,2400 15448 14,670 15,9532 13,268 12623 12,480 11,960

Differences between expected and actual 1,414 8y 499 24 54 28 1,310 0,717

Changres of assutptions - - 21 - - - 433 -

Bene it paymenis (10,2613 {10,254y 4,302 {5,900 (8,332) (B156 AN 7 A01
Noet change in pension lability 13,221 11,1498 11,721 1LTES 10,5322 445 90175 7161
Toutal pension Hability at beginning of vear 242 10494 23,845 2149174 208,341 R A 188,624 174,544 172,345
Tutal pension Hability at end of year (1) § 255314 5 242093 % 230895 4 218174 5 208391 % 19B06%  § 18Re24 ¢ 17w
Plan fiduciary net position

Contributon: - Laployer 4 4450 3 444 % 495 % 44039 3 R LY an % 3033 4 5721

Cantdhutions - Lroployee 3,568 3,660 A4z 5em 3,149 2,935 2,852 4,722

Mgt IVEsIMEnt ingime 29,401 16,K73 23,632 35,770 23,639 10,90k 239 5,318

Benedil paymenis {10,261 {10,254) (9.392) {8,960 (7,322 (BI85 7,557 (74013

Aclminiziralive expenses {130; (104 (162 1 125 (123 14 2

Other ! 2 ) @ © o o i
Net change in plan fiduciary net position 27124 13771 26,5800 7RO 217 4157 (06 ey i
Plan fiduciary net position at beginning of year 223619 2118448 185,268 192,768 170,589 161,452 161,838 154,158
Plan Gduciary net positinn at end af year (b} 2582643 % 225619 F 211548 ¢ IRS2GE % 192765 F 1TOSRY B 161,452 § 161,858
MNet pension Hubility () - {(b) 4 2671 F ladT4 % 1R 4 500 % 15423 F 2740 % 2712 § 0 15601
Plan fiduciary nct position as a perecntaps of the

total pension Habilicy LG 943.2% O1.8% B4.5% Y23 B5.1% B3.6% RN
Covered payroll §OMESBL 5 12194 113730 % 109705 5 14960 9TEIE % 24389 5 w0TRl
Mel pension llabiliy as a percentage of total

Covered payroll 22% 13.5% 16.7% AN.9% 14.9% 28.1%% 28.2% 19.5%

™ates 1o Schedule:

Changes of assagpdions: T 2015, 1he lang doren rale of rern was reduced From ™4 10 6.75%.

O CrASE OB recuives 10 pewrs of datu 1o e provided in the Schadule of Condbutions.

vears of dala will be presenied Ty 2024,

Tu 2015, moralivy eales wore wpdaled 1o rellect updaled hsworical dua
Az SANWS adopeed GASE 68 in 2014, only 8§ vears of data i available. A& £ul1 10
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REQUIRED SUPPLEMENTAL INFORMATION

Texas Muonicipal Retirement System - San Antondo Water System

Schedule of Contribuions (TUnavdited)
{F dn rhossasdsl

2022 2021 2020 2019 2015 2017 2016 2015 2014
Actrarially determined contribution I 4510 5 a450 A0 F 0 4005 § 4,080 % 3852 5 0% B 347200F 3,721
Concributions in relation o the acmadally
determined contribution 4,510 1430 4445 1,005 4,069 5,852 3400 3933 3,721
Contribudon deficicnay/ (cxcess) 3 - & - § - 3 - 3 - 3 - 5 - £ 281 % -
Covered pavroll 23002 8§ 118581 % 121984 § 113730 4 108505 % 104060 % GTRIR E 96380 § 90val
Coneributions us 1 percentage of covered payroll G4t 3TN 344 A40% 3Tk FOT R 41005 410

MNutes o Schedule:

L* adnagion date: Acruarially dersrmined coneributions are calcolared as of Decemnber 315t and hecome effective 12 months later on Janoary s

seed o sletomesie condermiiony:

Actuarial cost metheod
Amattizaton mnethod

Bemaining amorizadon period
Assel valuation method
Tnflalion

Salary incroases

Irestment rars of retarn

Retiretrient sge

Merialivy

Enry Agre Mool

Level perventayge of paveoll, closed

For 2022, 1he remaining amotlization peziod is 24 yeare. In 2015, the remoaining amociisa Lot peeicd was adjusted v 30 yvears from 23

years in 2004,

10 vear stroothed markel; 12% solt corridor

In 2015, the inflation rave was changed 1o 2,.5% [rom 3.0% in 2014,
The assomption w23 3.5% ra 11.5% for 2620 o 2022, 3.3% o 10.5% for 2015 to 2019 and 3.5% o 12.0% in 2014, All percontapes

include inflaton,

ko 201 3, the invesoment rars of renurn way lovered from T.0%. 0 6.7

boperience-Tased mble of rates chac are specific to SAWS' plan of henefite. Last updated for the 200% valuation purusnt o an experience
study of the period 2014 - 21

Tostreirement: 2019 Municipal Redrees of T'eans Mo-talios Tables. 'The rawes are projected on a Cully peaerztional basis with seals

UM, Pre-sedrement: PURD mertalite tables, with the Publie Safery bl used Qo males and the Generad Emnplovee walle used Lor

Temales, ‘L'he eares are peojecied on a {ully pencradonaf basis with seale TP

Qsperz (GASB 68 reowires 10 yoars of dam o be provided in the Schedule of Contributions. As SAWS adopred GASHE 68 in 2004, oaly ¥ yeary of data & available. A full 10

vears of data will he preseoted By 2023,
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REQUIRED SUPPLEMENTAL INFORMATION

Sun Atitotio Water Systetn Retiteinent Plan - Defined Benefit Cornponent
Schedole of Changes in Ner Pension Lialilieg and Relared Ratos (Unavdiced)
(& ir thntanali)

2022 2021 2020 2019 2018 207 2014 2015 2014

Total pension liability

Service Cost, $04935 4 5036 5 5187 5 5464 B 3062% % 3859 0§ 5724 F 0 5004 50 5204

laerest 17,569 17,026 16,403 14,282 15,147 14,354 13,580 12,596 11,704

Changes of benefit torms . - - - 4330

Differenues berween expected und actual experienee {1.718) 2,224 {60) 1,700 1.024 (1,394 Tz 533 623

Changes of assumprions - 413 {1,063 1,534 4,653 1,152 5,532 403 2,771

Lencfit paymenes {11,654 {10,665 (10,000 13581 {8,015 7 0T 7283 (5318 {5,705
Net change in pension liabiliy 0432 14,050 10,571 12534 L8.6%4 11,997 18,363 18,771 13,266
‘T'odal pension liability aL beginning of vear 2RG2ALT AT2AT 21816 2449 202 230568 215571 200,200 1R4,453 171,168
Total pengion Habiliey at end of year (a) F 205640 F 286217 §F 27287 % 2ELA16 0 F 249362  § 230568 § 2145TL § MIQ206 3 184435
Plan fiduciaty net position

Contributions - mplyer § o0 4 6iFE S 9131 8 $OTNEI 3 TUNZ 3 TEGT 5 THND § 1033

Contributons - Employec 2165 2219 2,459 2484 2E33 2357

Net investnent income f (lossh As4ia; 34,840 31552 SO0 ATl 6,471 1,213 15,695

Benefic payments {11,654 {1,669 (10,080 {B,615; Fa) (7,2H3) (5,796}

Adminisealive cxponses (23417 2043 (BEO (320 (193]
Netchange in plan fiduciary net position 40,169) Alazd4 {63857 42853 9,393 20,2358
Plan fiduciary net position ot beginning of year T8 242 401 201,747 208132 175,279 165,836 160,759 K
Plan fidugiary net position at end of year (B) § 260449 § 274885 3 242461 § 200,747 § A08132 § 175270 § 165888 § 160,739
Net pension liabiliy/{asset) (a) - {b) §OoMT00 g 2nAM)  § 0 2695 § 19535 F 475180 § 224300 § 43292 §F B4320 § 23670
Flan Gduciary net position as 2 percentage of the

total pension lialkility §5.3% 107 5% 10 0% 42.6% A1.0% 00.3%: B0.2%, R2.9% A7 2%
Covered payroll § aBRA3 o TRALZ 5 T4a43  § Tas20 F TaA4R § TOAIT  § BR49% 5 BR20Y & A3RI1Z
Net pension liability as a percentage of tolal

covered payroll 1A% S27 A S50 23.4% [N 28.3%: S1.49%: 4028 2R3

Notes 10 Schedule:
Claerres e calkiabativee:

Benefit Changer

Changes of Grmniiiosn:

(hibeas

arral prosion Habiliny at December 31, 2022 s based on s rollforward of the Januaey |, 2022 actoatial valuadon.

In 205, the normal torm of disceibmaon chanped and a mandarory cmployee contribwoton of 3% was instrced, Ltfective June 1, 2014, the

delined benelic plan was [Towen w now colrants.

T 20020, retirement age assotmpons were changed o reflect more recent experience. Tn 2019, the mortality assermpdon was updated o the

public reticement plans mortality cables poblished by the SOA, [n 2017 theough 2022, the mortaling assomption was updated for the latest

rprovement seale, In 2020, e long tezm rave of reoen wae adsied o 6.23%, In 2010, the Joag wero rawe of rolam was ceduced 1o 6.5%,

T 2005, mortality fates were updated b reflect hiecorical daas 1 2004, the long term tace of return was teduced oo 8.

A%

o changes b plan of assutptions for 2022, GASB 48 reguires 10 years of data to be orovdded. As SANS adopted GASB 48 in 2004, only &

vears of data s available, A full 10 years of data will he available by 2023
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REQUIRED SUPPLEMENTAL INFORMATION

Hun Antotio Water System Retirement Plan - Definad Betefit Coanponent
Schedule of Conteibutions Ueandited)
(% in 2hasesands)

2022 2021 2020 2019 2018 2017 2016 2015 2014

Acruztially deletmined comttibution 004428 0§ 636§ TE23 5 9031 0 Th2: % YORL O3 YAAT & TA) % 10530
Coneribarions in relation t the acturially

deterimined conttibuion 7000 6,136 4,131 9,151 7035 7082 A7 7LAR0 10,3530
Contribarion deficiencr/ fexcess) o257 g - 408 3 - 5 - b3 - b} - M - 3 -
Cowvered payvool 3 oBMES ¥ TRE22 5 TAN4R 5 TO3E0 B OTEARE § TOA1T § E3A%3 8 ER2YD 5 A3E12
Contriburims as 4 pereentage +f

cowercd payredl 1025 .14 12.2% 12,00 10,1%: 10,1%: 4,844 7.2% 12534

Notes 1o Schedule:
Vadagiion date: Actoarially deweomined conicbutions are determined as of Jaouary 1t of the year in which the conedbwtions are made,

ared fo determine I
Faley Age Mormal
Remaining amortizadon pedod  Lnfanded Lishility ar December 31, 2013 of $40,551 000 is being amordzed over a 15 fived year period, The anmal impace of expecience

Methads and

i

Actuarial cost methol

frainslosses, plan amendments and chanpes i plan assampdons are amocdzed over 10 years,

Armoraration Method
Sesel walud Bon method
Inflaticn

Salary increascs

Rerircment ape  actve

Rerirement ape  inacrve

Tnvestinent. rawe of rewern

Mottalivy Table

liequal snral installments

A year smonthed matkel

In 20019, rate was changed to 22590 In 2007, the rate was changed to 290, previously it way 2.25%

In 2021, changed 10 4 pow mbic Lased on mamgenent philosophics and mere reecnt expecienes of plan pardeipants, Proviowsly, scale Lased oo
20112013 SAWS experience.

In 2020, chanped to a table of races stacring ac age 45 and cnding at ape 70, In 2015, expected retirement ages were adiusced to reflect acoal
expeticnue frome 201120013, Previously, the retirement are wax based on experience from 20112012,

In 20420, chanped From 100% ac ape 02 to a cable of rarcs starting ar ape 60 and ending at ape 43,

T 20020, 1he rale was chunged 10 0.25%. T 2087 the rare was changed from 6.75% 10 6.5%, net of pension expense, including inflation. Tn

2014, the rave was changed from 7.0% o 6.7 3%,

In 2022, the improvemen seale was chenged wo MT-2021 Tn 2021, he improveracnl seale was changed w MT2020. In 20206, (he

inpresement seale was changed co MP-2019, 1o 20019, the mortaliny assumption was wpdated to the public retivement plans mortalicy tables
published by the 30OA. Tn 2013 and 2017, the morliny assempton was updated Coe the Jaesl aprovement sezle. T 2016, the morlaliny able
s changed o vse sdjnsied BIP-2074 mormabioe with scale M1P-2000 based an data published by the 3008 i0 2013, Previonsly, the |RS
Tresctiled Genetatonal Maotladiey lble was used.
Cither No chanyes to methods ar assumotiong fur 2022, GASE G requites P vears of data o be provided, As SAYWS adopred GASE Gi in 2014, only % yewrs of data i
available. A fall 10 yeaes of daca will be available by 2023

San Antonio Watcr System Retirement Plan - Defincd Benefir Componcnt

Schedile of Ivesttuent Returts (Unaudited)

2022 2021 2{20 2010 2018 2017 2016 2018 201+

Amoual miney-seighted rate of return, nes f

LIvestaent CRprise 14.17% 12.68% 12.08% 19.10% 371% 17.537% 1.21% G.TG% 11.54%
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REQUIRED SUPPLEMENTAL INFORMATION

LHstrict Special Project Retitemment Income Plan
Schedule of Changes in Ivet Pension Liability and Related Ratos (Unaudited)

(£ dn shosiand)

20122 anz] 2020 2014 2014 ams 20011 2015 2014
Tuwral Pension Liabilice
Borvice vast § pL - 209 % 241 % 25 F 257 % LLNE I 1% 124 % 123
Interest 20 a4z 409 3 348 424 415 440 424
Benfit payments 3T TR () ) (453) [776) (324) 2673 Z3m
Changes in assnmpricns - - 210 [ 13 224
Diflerence borgven expoeted amd acmal cxpericnes (159 H2 375 (40061 (5221 101 (351 18 153
Mew change in ‘Lol Pensien Lialiliy 9 iao 417 30 450y (128 & 2% 470
Toral Pensian Fizhilicy - hegnning 6,455 6,706 6,149 6,110 6,500 6,694 &, 4HG 6,339 3,HEY
Tora) Pension Liabilicr - coding () $TLAZ % eM5F F 6766 § G4 % AdI0 F GSe6 F 6494 & 64EG B 0.33Y
Fiduciary Met Position
Timplower contributions ¥ i3 0§ iTa§ a0 F EI(VI. 4 % EIET 1 280 B g8 414
Mer investment Jacome § loss) (1034 1,048 U498 1,045 HEE)] Tad g 18 394
Beasfit pryments 370 G378 08 (330 {485 76 324 2613 {230
Admirisiralive cxpenscs [ ()] ()] 6] [ )] ()] 115
Met change in Fiduclary Teel Posilion 230 954 1113 (a7 290 254 50 ka7
Frduciary Met Postrion - begnning 5473 TR0 6532 3,539 3,700 3410 3,136 3497 4530
Liiduciary Net Position - coding (bt $ 7203 % E4TS F FO36 F G652 B 353V & 5T06  F 3410 F 356 B 3497
INet Pension iabiliry (Asset) 1a) - b $ A5 5 A5 § 0 @I 5 m0m 5 5T 5 BaD 5 1284 b 150 5 1267
Plan Fiductary et Pusition as o percenieage of the
Torl Pension |iahdline T2 12780 11290 111 2% LT Y LR T a0, 2%
Cemeted payroll (Fromen plan) i 04 nfa nfa nfa nfa nfa nfa nfa
Mer Pension 1iability as a percentage of coversd payroll i nia nia nia nia nia nia nia nia

Notes to schedule:

The plan was frozen in 2008, Therefore, current & fumre wages have no inpact on Mot Pensicn Liability,

T'oral penston lalility 4l December 31, 2022 is Lased on a colllorward of the JTanuary 1, 2022 acwarial valua Goo.

Charger i anrmpiioes: 0 2020, the interest rate was changed w6239 In 2022, the moteality mypsrovement seale was voduted oo RMUP-2020. 1n 2019, the mortality improverem,
scake was npdated to MP-2018, ko 2008, the moctalice improvernen scale was based on MP-2017. 10 2017, the martality tehle was changed fram 14994 GAR projecred to 2002 1o
the RE-2014 able wsing the MT 2014 oprovement scale. In 2017, the latercst race of reman was meodificd from 7% o 6.5%,

Chber: W chanpes 1o e pla or assunplions fee 2022, GASD 48 requires 10 yeats of da 1o be provided in e Schedule of Conwibalions. As SAWS adepled CASD 08 in 2014,
omly 9 pears of data = available. A full 10 vears of daes will be presented by 2023,

88



REQUIRED SUPPLEMENTAL INFORMATION

Disteict pecial Project Retirement Income Plan
Schedule of Contribations (TToaudited)

(8 s Hhossandi)

2023 2021 2020 20140 201 2017 20106 2015 2014

Actuatially determined contribution 3 - % 138 g 200 % ABR % 247 % 315§ 275 274 3 307
Conribudons in relation o the actuacially

derermined contribuden B34 173 400 A4 400 315 280 308 414
Convrilavtion deficiency/ (excess) # HELTIE 373 (1m § 12y % HEE R - 3 [ 34§ 0T
Covered pavrall Eroeen plang nia na ns nia nia nia n/ia nfa Ria
{lonributons as a percontags of

cowvcred payrall nfa n/fa nis nfa afa nfa iz nfa n/a

Notes o Schedule:
T alnation dater Actuarially determined conuibutions are derermined as of January 1 of the yeer in which the conrribudons ace made,

Matbods and as Hious weed fo o : Frilretion

Actuarial eost method Tonit Creclil

Amnttation methad Radlling level atentization over g declining period

Remaining amortizaton period 5 wears (20225, & years (202175 7 years (2020), 8 vears (2019, 9 vears (2018), 10 vears2017), 11 vearsf2006), 12 yeaes20H 55,
13 vears {2014

Asset valuation metheal aie walue with smoothing

Trflaiion T 2020 ihe infalisn cate was changed e 225%. Tn 2019, 1he inflation rale was chaoged 1o 2.5%. Tn 2015, the inflaion cale was
chaoged to 2758%, Peeviously, 2% way used,

Salary increase Liarned benefits frozen in 2008

lavestment rate of ecoura 1o 20210, the rate was changed to 6.25%. 1o 2017, the tate was changed o 6.5%. Veviously, 7.0%, ner of pension plan investraent

expenze, cluding inflainn was used.

Retirement age Mosemnal tetitement g - che eatlier of ) wre 63 ot () the "rule of 90" where the patticipant’s ag wnd vears of service added
toyether equal 90 or prearet,

Moreality 1n 2022, the improvement scale was npdared e MP 2020, 1n 2019, the martalicy projeetion seale was updated to 8P 2018, In
2018, the morlaliny peajection scale was based v MP-2017. Tn 20H7, the 1alle was changed 1o the RT-204 1able using moralily
imprivement scale MP-20T6. Previously, 1994 GAR projecred oo 2002 was uged.

Qzber Mo changes to the plan or assumptions for 2022, GASE 68 requites 10 years of data to be provided In the Schedols of Contdbudons, As SAWS adupred GASE 68
in 2014, oaly % years of data is available, A full 10 years of dara will be preseneed by 2023

Drisrrict Speciul Project Retirtement Incomnc Plan

Schedule of Investment Returns (TTnandited)

2022 2021 2020 2019 20418 2017 2016 2015 2014

Annual morey weiphted rare of reteen, ner of

invesimenl EEPENSC

13.95%: 15.03% 18.83% -1.32% 14.70% R 0.20% a4.55%
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REQUIRED SUPPLEMENTAL INFORMATION

San Antonio Water System Other Post Employment Beneflt Plan

Schedule of Changes in Net OPEE Liubility and felated Ratios (Unavdited}

Tutad OPLB liability
Service Casl
Interest
Changes of henefli lemns
1Htfeeenees hemween expeateed and acial oxperience
Changes of assuniptions
Benelil paymenls
Mot chanye o OPEB labilin
Total OPED liubility a¢ beyrinadng of vear
Toral Q1K liabiline ai cnd of vear (2)

Plan fiduciary net positon
Contrilaalicns - Frployer
Net investment incoms [/ (loss)
Beneflil payments
Administradve cxponscs

Net chumge in plan Sduciary ser positon

lan fiduriary et pasiion al beginning of year

Plar fiduciary nee position at end of year (b

Met OPER linlility &) - &)

an fiduciary net. pasiion as 4 perceamee of the
rotal CPLE liabiline

Covered cmplaver payrol]

Met OPER linlilily 25 a percemage of 1wotal

covered paysed]

Notes to Schednle:

{8 in fhonrands)

) Lot OPER liabidity ac Decentber 31, 2022 13 based on a tollforward of the Tatuacy T, 2022 actuadal valuaton,

Changer of Donefi ferms: SAWS changed Medicare Advantage providers in 2022, The new contrace provides coverage acno change o the employer or employes for theee

2022 2021 220} e 2013 amnz
1,17 1,712 1,750 1913 2220 2,428
R0 TNl 7,088 D112 A2 0,221
- 32,517 - - - -

(3,380 {5,85% (86T Rt {11,970 (3,358)
- 3,79% 24189 (3,237 2R1T (331}
(42080 5,2 (0,141% (0,317} 7, B8 (15,2080
(1,319 (38,314 (3.481% {17, 103% 531 1,751
82,481 120,793 124278 141,57 146,601 144560
#1,162 B2.481 120,793 124,276 141,57¢ 146,691
2,300 10,442 13,0641 13,511 15,308 13,706
{18871y 12,260 13,747 13,284 (3,061 127
(200 15,1413 (B317; 7,808 (3,209
(16 (157 (175) {139 {1441
(13,9400 21,60 20,589 4,177 14,483
121,520 104,537 83,277 2,558 58,81 44,1128
107,580 121,320 104,337 RA277 [ 38,511
20,418 (39,03% 16,455 40,999 3§ 78,691 36,150
132.5% 1475 &o.4% GRG 4430 DA
3,04 R 67,057 4,594 THE AT
-26.7% A% 24 2 A% 50.5%0 100.4%; 11108

vears. Aller (hree years, the cost is expeciedl 1o be nominal. Covered employee payraill was expanded 1o include relirses nol eligille foe subsidies, using the nexw no

cost benefit,

Changer b ammghifons: In 2021, the mortality table was updated to MP-2020, Headdhours trend tare assummpton updated w2021 SOA Loty Run Medical Trend tmodel
anch the pose-a5 iniral troend rare socrn 2086, In 2020, the investment e of e was changed from 684 w0 £253%. 1n 2009, bealth carc cosn rends ulimane rare

was changed e 3.94% in 2075, In 2018, health care cost mends uldmean: rare was chanped o 3.84% in 2

refivement dans merialivy mhles poblished by the 3004 The moeralicy ralle was npdaned for 2008 & 2037

73, In 2009, the moctality table was champed o the public

O GASE 74 vequircs 10 years of dam 1o be persrided in the Schedule of Coniribarions. As SANWS adopizd GASDE 74 in 207, only & vears of dam iz avallable. A

full 10k years of data will be presented by 20626,




REQUIRED SUPPLEMENTAL INFORMATION

Avctuarially dercemined contrbution

San Antonin Water Systemn Other Post Employment Beoefic Plan
Schedule of Contribudons (Unaudited)
(8 & chonraidr)

Contribugong 1o reladon w the acaredally

determined contriburion

Conritmtion deficiency/ {ewcess)

Cowered emploves payroll
Ceonutibutions as o percentage al

covered payroll

Notes to Schedile:

2022 2021 20200 2019 2014 2017

% - g 3506 % 6339 4 10407 3 11392 % 11,416
0,30 10,442 13,641 13,411 15,304 13,700

3 0,200) 3 6,736 b 7300 % (3,404 5 29160 3 (2,293

) EHRIE S GhA%E 67,557 % oREd § TBAE 0% 79,417

440 13.5% 20.2% 20,00 19.5% 17.53%,

aduation date: Actuatially detemnined consttibutions ste determined ws of January 1 of the yeat in which the

contributons are made

Mathods wnd ussunpiions wied fo detervwine coufrbstions

Actuarial cost merhod
Sakary increases
Motrality Assumptons:

Toflation

Sakary Increases
Tlecaftheare cort frand subes:

Curreaf Year

Ultfimale trend rale

Ultitnute vear
Tewvestment rate of retuen

Rermaining amorcizarion perid

Hnery Age ™Marmal

Waries by age, rangiog Tram 373% o 9.0%

In 2022, the imptovernent table was chunged w0 MP-2021, Tn 2021, the imptovement table was changed to
MP-Z020, In 2020, the improvement table was chenged v MP-20190 In 2009, the moralicy rebles wore
changed w the public cedrement plans morwality ables published by che 30A Peovionsly, the RE 2014
martalicy tablos for Healthy Hmployee/ Avritene updared anaoally were used.

2.5% For 2020 through 2022, 2.4% for 2019, 2.3% for 2017 and 21H8

FI5% w D.00%, varies by age

Gl - Pre-nk

2022 - 3.94%, 2020 & 2021 - 404%, 2099 - 3.94%, 2018 - 3.84%, 2017 - 4.14%
2018, 2019, 2020, 2021 & 2022 (2075), 2017 (2074}

In 20340, the investmene rate of return wag changed to 6.25% from 6.50%,

12 years

GASE 74 requires M) years of data o he pravided in the Schedule of Conmibuticns. Since SAWS implemented GASE 74 in 2017, only & years of daa is available. A
full 10 years of dam will he prosented by 2026,

Aanual tnonesy-welghted rate of retorm, net of

investment LHpLnEC

San Anwnio Watet Sysiem Other Past Employment Benefic Flan
Schedule of Tnvestent Returns (Unaodited)

2023 20121 2020 204 2018 2017

-15.24% 11.51% 15.88% 19.96%: S511% 14.69%
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SUPPLEMENTAL SCHEDULES

San Antonio Water System
SCHEDULE OF REVENUES AND OTHER

FINANCIAL SOURCES AND THEIR DISPOSITION
(amounts in thousands)

For the years ended December 31,

SOURCES OF FUNDS
OPERATING REVENUES
Water delivery system
Water supply system
Wastewarer system
Chilled water system
Toual operating revenues

NONOPERATING REVENUES
Interest earned and miscellaneous
Total nonoperating revenues

CAPITAL CONTRIBUTIONS
Capital Recovery Fees
Contmibunons in Aid of Construction
Total capital contributions

TOTAL SOURCES OF FUNDS

USES OF FUNDS
OPERATION AND MAINTENANCE
Salaries and fringe benefits
Contractual services
Materials and supplics
Other charges
Less: Costs capitalized o Consrruction in Progress
Total operation and maintenance

OPERATING RESERVE REQUIREMENT

DEBT REQUIREMENTS
Interest costs
Retirement of bonds
Other debt expense
Total debt requirements

TRANSFER TO THE CITY'S GENERAL FUND
AMOUNT AVAILABLE FOR TRANSFER TO
THE RENEWAL AND REPLACEMENT FUND:
RESTRICTED
UNRESTRICTED
Total amount available for Renewal and Replacement Funds

TOTAL USES OF FUNDS

The accompanying notes to the supplemental schedules is an integral part of this schedule.

2022 2021 Variance
244,748 215,484 29,2604
325485 273,008 52477
205,162 280,014 15,148

11,712 10,826 886
877,107 779,332 97,775
17,271 B,24 9,247
17,271 8,024 9.247
129,788 136,963 (7,175)
12,747 1 441 11,306
142,535 138,404 4,13]
1,036,913 0925 760 111,153
171,935 167,649 (4.286)
277407 264,472 (12,935)
34,638 27,707 (6,931)
5073 7402 1,519
(30,647) (31,244) {(597)
439,306 436,076 {23,230)
2879 3011 132
120,847 117,970 2877
80,137 87,408 7271
2,089 1,319 770)
203,073 206,607 3,624
34,202 30,162 {4.100)
145,958 138,837 7,121
191,435 110,977 80,458
337.393 249 814 87.579
1,036,913 925 760 111,153
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SUPPLEMENTAL SCHEDULES

San Antonio Water System
SCHEDULE OF REVENUES AND THEIR DISPOSITION
COMPARED TO ANNUAL BUDGET
(amounts in thousands)
For the year ended December 31, 2022

Actual Budget Variance
SOURCES OF FUNDS
OPERATING REVENUES
Water delivery system s 244748 s 234,252 10,496
Water supply system 325,485 303,217 22 268
Wastewater system 295,162 284,836 10,326
Chilled water system 11,712 11,467 245
Total operating revenues 877107 833,772 43,335
NONOPERATING REVENUES
Interest earned and miscellaneous 172711 6,823 10,448
Total nonoperating revenues 17.271 6,823 10,448
CAPITAL CONTRIBUTIONS
Capital Recovery Fees 129,788 100,074 20714
Contrnbunons in Aid of Construction 12,747 - 12,747
Total capital contributions 142,535 100,074 42,461
TOTAL SOURCES OF FUNDS ] 1,036,913 ) 940),669 96,244
USES OF FUNDS
OPERATION AND MAINTENANCE
Salaries and fringe benefits s 171,935 s 175,003 3,158
Contractual services 277407 291,140 13,733
Materials and supplies 34,638 27274 7,3064)
Other charges 5973 9014 3041
Less: Costs capitalized to Construction in Progress (30,647 (32,100 (1.453)
Total pperation and maintenance 439,306 471,321 12015
OPERATING RESERVE REQUIREMENT 2879 1,154 (1,725)
DEBT REQUIREMENTS
Interest costs 120,847 134,013 13,166
Retirement of bonds 80,137 90,906 10,769
Other debt expense 20189 2376 287
Total debt requirements 203,073 227295 24222
TRANSFER TO THE CITY'S GENERAL FUND 34,262 32,245 2017
AMOUNT AVAILABLE FOR TRANSFER TO
THE RENEWAL AND REPLACEMENT FUND:
RESTRICTED 145,958 100,314 45,644
UNRESTRICTED 191,435 108,340 83,095
Total amount available for Renewal and Replacement Funds 337,393 208,654 128,739
TOTAL USES OF FUNDS ) 1,036,913 S 940,669 06,244

The accompanying notes to the supplemental schedules is an integral part of this schedule.
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SUPPLEMENTAL SCHEDULES

San Antonio Watcr System
SCHEDULE OV OPERATION AND MAINTENANCE EXPENSE BY ACCOUNT (SYSTEM IF'UND)
For the year ended December 31, 2022

(amounts in thowsands)

Account Variance
Code Classification Actual Budget {Over)/Under %
SALARIES AND FRINGE BENEFITS
511100 Salatics $ 112,729 115,437 § 2,908 2.5%
511140 Overtime Pay 0,283 4,523 {2,758} -42.3%0
511150 On-Call Pay 946 763 (181} =237
511160 Tmployee Insurance 16,682 21,183 4,501 21.3%,
511162 Renrcment 227849 22913 124 (1L.5%
511164 Unused Sick Teave Buyhack 23 T 47 67, 1%n
511166 Personal Leave Buyback 1,386 951} 430) -45.9%
511168 Accrued Vacaton Leave 3078 2,000 {1,076 -53.8%
511170 Incentive Pay 121 150 29 19304
511175 Orther Post Fmployment Benefiis 5,100 5,100 - (.0
Total Salaries and Fringe Benefits 171,935 175,093 3,158 1.8%
CONTRACTUAL SERVICES
511210 Operating Fxpense 1,586 1,436 (1600 -11.1%
511211 BRental of Facilicies 190 240 56 22.8%
511212 Alarm and Sceutdry 1,693 2,189 496 22.7%
511213 Collecton Hxpense 1 - 1 (L0O%h
511214 Uniforms and Shoe Allowance 504 451 {53 -11.8%0
511216 Catering Services 100 119 19 16.0%
511218 Project Agua Assistance 454 4014 {54 -13.5%
511219 Conservaton Programs 2504 53,625 1,121 A9V
511220 Maintenance Expense 24,248 26,042 1,794 6.9%
511221 Street Cut Permit Admin Fee 599 841 242 28.8%
511222 Strect Pavement Repair Tees 3,045 1,801 1,244) -69.1%,
511224 Auto and Equip. Maintenance Parts 2,208 1,563 (735) -47.0%h
511225 Damage Repair 236 125 171 -B3.8%
511230 Equipment Rental Charges 582 433 14% -34.4%
511240 ‘Leavel 39 207 148 71.5%
511245 Training 526 518 &) -1.5%
511247 Conferences 37 108 71 637
511250 Memberships and Subscriplions 430 509 73 14.3%
511260 Utilities 44763 43,260 {1,503 -3.5%
511261 Water Options 31,818 43,663 11,847 27.1%
511262 Water Oprions - Vista Ridge 90,649 01,831 1,142 1.3%
511265 Groundwater Districr Payments 22,750 23,297 547 2.4%
511270 Mail and Parcel Post 2,601 2,513 {88 -3.5%
511280 Telemeternng Charges 3 2 1 -R0LOY
511310 Hducational Assistance 75 N m -1.%%
511312 Contractual Professional Services 22,469 28,432 {1,037 -3.7%%
511313 Inspection and Asscssment Fees 2,328 2523 197 T8V
511315 Temporary Hmployees 1,007 593 (414} -68.8%
511316 Medical Services 146 136 {109 ST
511317 Medical Testing -Covid 19 24 - 24 {L0%
511320 Legal Services 1,930 1,970 44} 2.0%
511370 Communications 1,81 1,350 {31 -2.000
511381 Software and Hardware Maintenance 0,152 10,6706 1,024 14.3%
Total Contractual Services 277,407 291,140 13,733 4. 7%
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SUPPLEMENTAL SCHEDULES

San Antonio Water Sysiem
SCHEDULY: OF OPERATION AND MAINTENANCE EXPENSE BY ACCOUNT (SYSTEM FUNI)
For the year ended December 31, 2022

(amounts in thowsands)

Account Variance
Code Classification Actual Budget {Over)/Under %
MATERIALS AND SUPPLIES
511410 Small Tools 833 764 6% -9.0%
511417 Copy and Printing Fxpense 28 242 214 8.4%
511420 Operating Materials 2,174 2476 302 12.2%
511421 Ticating Fuel 25 15 {100 -06.7%
511422 Chemicals 12,543 9347 {3,156} -33.6%
511425 Hducation of School Children 25 30 3 16.7%
511426 Public Awareness - WQEE - 1 1 100.0%
511427 Enforcement - 5 3 100.0%
511430 Maintenance Materaly 12,927 9 040 {2,987} -3(L1%
511435 Safety Materials and Supplies-Covid 3 - {31 .00
511440 Safety Materials and Supples 1,482 1,542 60 3.9%
511441 Ianventory Vardatices B3 - 83 (L.0%
511450 Tires and Tubes 686 550 (136) -24.7%,
511451 Moror Fuel and Tubricants 3567 2,322 {1,645} -8
Total Marerials and Supplies 34,638 27,274 (7,304} -27.0%
OTHER CHARGES
511510 Judgmencs and Claim Settlements {455) 65 1,105 170.0%
511511 AL/GL Claitms - Cont. Liab, 216 330 114 34.6%
511520 Bank Chagges 122 448 326 T2.8%
511525 Cash Short/(Over) 4 - () 0.0%
511530 Emplovee Relations 129 184 59 31.4%
511540 Retiree Insurance 3,729 5378 1,849 33.2%
511570 Casualty Insurance 1,815 1,640 (175) S100.7%
511580 Unemployment Compensaton 47 40 33 41.3%
511590 Workers Comp Meclical 366 1,000 34 63 4%
Total Other Charges 5,973 9,914 3,441 39.8%,
Subtotal before Transfers 489,053 503,421 13,463 2.7
511720 Capitalized Costs {30,647 (32,100 {1,453} 4.54%
Total Capitalized Costs 30,647) (32,1009 {1,453} 4.5%
T'otal Operation and Maintenanee 3 459 306 % 471,321 § 12,015 2.5%,

The accompanying notes to the supplemental schedules is an integral part of this schedule,
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SUPPLEMENTAL SCHEDULES

San Antonio Water System
Notes to Supplemental Schedules
For the vears ended December 31, 2022 and 2021

Note 1 - Basis for Presentation

The Schedule of Revenues and Other Financial Sourees and Their Disposition, the Schedule of Revenues and Their
Disposition Compared to Annual Budget and the Schedule of Operations and Maintenance Hxpense by Account
{Supplemental Schedules) have all been prepared in accordance with City Ordinance No. 75686, City Ordinance
No. 75686 requires that gross revenues of SAWS be applied in sequence to: (1) System Fund for payment of current
maintenance and operating expenses including a two-month reserve amount based upon the budgeted amount of
maintenance and operaring expenses for the current Fiscal yvear; (2) Interest and Sinking Fund requirements of Senior
Lien Obligations; {3) Rescrve Fund requirements of Senior Lien Obligations; (4) Interest and Sinking Fund and
Reserve Fund requirements of Junior Lien Obligations; (5) Interest and Sinking Fund  and Reserve Fund
requircments of Subordinate Lien Obligations; (6} Payment of amounts required on Inferior Lien Obligations, and
{7} Ttansfers to the City's General Fund and to the Renewal and Replacement Fund. Furthet, City Ordinance No.
75686 stipulates that the annual budget shall reflect an estimate of Gross Revenues and an estimate of the disposition

of these revepues in accordance with the funds flow requirements,

Note 2 — Reconciliation to Basic Financial Statements

City Ordinance Wo. 75686 defines operations and maintenance expenses as consisting of:

*  the cost of all salaries, labor, material, repairs, and cxtensions necessary to maintain operation of the system,

*  payments to pension, retirement, health, and other employee benefit plans,

*  payments under contracts for the purchase of water supply, treatment of sewage, or other materials, goods
or services for the system,

*  payments to auditors, attorneys, and othet consultants incurred in complying with the obligations of the
gystemn,

*  payments made on or respect of obtaining and maintaining any credit facility, and

* any legal lability of the system atising out of the operation, maintenance, or condition of the system, but
excluding any allowance for depreciation, property retirement, depletion, obsolescence, and any other not

requiring an outlay of cash and any interest on any debt.

With regard to the following items, the requirements of City Ordinance No. 75686 arc not consistent with gencrally
accepted accounting principles and result in differences berween amounts reported in the Basic Financial Statements

for opetations and maintenance costs and the amounts repotted in the Supplemental Schedules.
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SUPPLEMENTAL SCHEDULES

San Antonio Water System
Notes to Supplemental Schedules
For the vears ended December 31, 2022 and 2021

¢  TFor rate-making purposes and Sources & Uses reporting, the Vista Ridge Capital and Raw Groundwater
unit pricc payment is recorded as an operating cxpense under water options.  However, to comply with
GAAP, the financial statements reflect the Vista Ridge infrastructure payment portion of this amount as a

financed purchasc and the water agreement portion of this amount as an operating cxpensc.

*  SAWS provides certain pension, health care and life insurance benefits for employees upon retirement. ‘The
amounts reported fot these benefits in the Supplemental Schedules are based on actual paymernts made for
these henefits, including any contributions to trusts estabiished o pre-fund these benefits. Expenses
repotted in the Basic Financial Statements related to these benefits are determined in accordance with
generally accepted accounung principles as prescribed by GASB and may be greater or less than actual

payments made by SAWS for these benefits in a glven year,

¢ Periodically SAWS reviews its capital assets tor possible impairment, Impaired assets are written down to
their estimated fair value. As these write-offs do not require the outlay of cash, they do not meet the
definition of operations and maintenance costs of SAWS in accordance with the City Ordinance No. 75686.

As a result, this expense has been excluded from the Supplemental Schedules.

The operations and maintcnance cost reported in the Supplemental Schedules reeonciles to the Basie Finaneial

Statcments as follows:

(amomnnis tn {housands)
Year Ended December 31,

2022 2021

Opcerating and maintcnance costs per

Supplemental Schedules $ 459,306 $ 436,077
Vista Ridge infrastructure payment (60,98M (60,815}
Non-cash benefit expense reduction (73,121} (27.474)
Non-cash weite-off of asset impaisments 2,887 1,407
Opetating expenses befote depreciation per Statement of

Revenues, Expenses and Changes in Net Position $ 328,083 $ 349,195
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SUPPLEMENTAL SCHEDULES

San Antonio Water System
COMBINING STATEMENT OF FIDUCIARY NET POSITION

December 31, 2022
(an ts in th fs)
San Antonio District Special
San Antonio Water System Project
Water System Retiree Health Retirement Combined
Retirement Plan Trust Income Plan Total
ASSETS
Cash and cash equivalents $ : 5 217 $ $ 217
Investments, ar fair value
Mutual funds - stock 136,079 65,005 4,631 205,805
Mutual funds - bonds 104,767 42 268 439 147474
Orther Investments 37,002 . 2133 39,135
Total Investments 277,844 117,363 7,203 392414
TOTAL ASSETS 277 B4R 107 580 7,203 392 631
LIABILITIES
NET POSITION RESTRICTED FOR POST
EMPLOYMENT BENEFITS s 277.848 S 107,580 § 7,203 s 392,631
COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
For the year ended December 31, 2022
famounts in thousands)
San Antonio District Special
San Antonio Water System Project
Water System Retiree Health Retirement Combined
Reti Plan Trust Income Plan Total
ADDITIONS
Emplover contributions s 9,049 s 9300 s 138 s 18,487
Parricipant conmbutions 3910 - . 3,910
Investment income/ (loss) (46,620) (18.871) (1.034) (66,531)
Totul additions (33,667) ™571) (H96) (44,134)
DEDUCTIONS
Benefit payments 12,840 4200 370 17,410
Administrative expenses 318 169 () 493
Total deductions 13,158 4,369 376 17,903
NET INCREASE /(DECREASE) IN NET POSITION (46,825) (13,940) (1,272) (62,037)
NET POSITION RESTRICTED FOR POST
EMPLOYMENT BENEFITS - BEGINNING 324,673 121,520 8,475 454 668
NET POSITION RESTRICTED FOR POST
EMPLOYMENT BENEFITS - ENDING s 277 848 s 107 580 5 7,203 s 392,631
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San Antonio Waret System
Statistical Section
Table of Conrents

Tihis part of the LAWY comprebensive annnal Fnancial report presents detusled information a5 o contexd for undersiunding what the informstion
it dhe finativial dalevesnts, sols divedanres, arid rguivd sgpblesndary infirmation sayr abost S overadl finarsial balih,

Financial Trends

Tiese scheduler coutain trend information fo belp the reader anderstand bow SAWY' fancial
perferymanise and well-beng dave changed over i,

Schedule T
Schedule 2
Schedul: 3

Tund et Positon
Change in Net Position
MNer Position

Revenue Capacity

These schednier coniain informalion i bef the readsr aviens SAWY priseary revessee sonroes.

Schedule 4
Schedule 3
Schedule &
Schedule 7
Schedule 3
Schedule 9
Schedul: 10
Schedule 1t
Schedule 12
Schedule 13
Schedule 14
Schedule 15
Schedule 16
Schedule 17
Schedul: 18
Schedule 19

Debt Capacicy

Warer Production, Warer Usage and Wastewater T'reated
Sales by Source

Sales in Gallons

Number of Customer Connections

Besidendal Class Rates Inside City Limits)
Residential Class Rares (Owside City Limits)
General Class Rates (Inside Ciry Limies)
General Class Rates (Qutside City Lirnits)
Wholesale Class Rates

Trrigation Class Rates

Oithes Tees

Recyeled Water Rates

Impact Fees

Ten Largest Custormers - Water

Ten Largest Customers - Wastewaier

Ten Largest Custormers - Wholesale Wastewater

hese scheduler preseni information to belp the reader assess the affordabitity of SAWS' current
levely of owtvlanding bt and SAWE" ablity bo ivvee additionsl debs i the filare.

Schedule 20
Schedule 21

Ratios of Total Ourstanding Debt by Type
DPledged Revenue Coverage

Demogiaphic and Economic Information

Thws sehednier affer demograplivc and eonomaic indivaiors o lefp the reaider sundersiand e
enpironsent in which SAWS! fnancial actioitios tuke pluce and fo belp muke comparisons sver
dimre and witl oiber waler wiilitves,

Schedule 22
Schedul: 23

Demographic and Feonomic Statistics
Principal Employers

Operating Information

These schednier contain information abiount SoVVE" operations and reconstees lo belp the voader

wuderstand how SAWS Frandal information relutes to the services provided by LAWY
and e acliviiier i perfirae,

Schedule 24
Scheduls 25
Map 1

Schedules 26
Schedule 27
Map 2

Schedule 28
Scheduls 29

Number of Mmployees by Functional Group

Capital Asgsets

Map of Water Service Area

Opcrating and Capital Indicators - Warex

Monthly Residential Service Charges for Ten Major Texas Citles - Water

Map of Wastewarer Seavice Area

Operating and Capital Indicators - Wastevater

Monthly Residential Service Charges for Ten Major Texas Cities - Wastewator

Sourser: Unless otbermite noted, information presented in these sehedules wus obtuined from SAWS” comprebensive
annsal financal rporit ar intemal inforviation syrese,
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San Antonio Water System
Schedule 1 - Net Position
(accrual basis of accounting)
{amounis in thousands)

Ner Position
Net investment in capital assets
Restricted for operating reserve
Restricted for debt setvice
Restricted for debt setvice resetve
Restricted for construction
Restricted for pension benefits
Unrestricted

Total Net Position

Fiscal Year

2022 2021 2020 2019 2018 2017 2016 2015 (a) 2014 2013
$ 3321405 S 3182373 § 2966,647 § 27582354 § 2353841 S 2217283 § 2106957 § 1939292 § 1730265 S 1,661,644
78,353 75,673 72,664 58,408 36,642 54,143 52,279 45,80 43,385 40,656
63,465 66,283 74,095 67,380 64,086 59,719 60,396 56,775 47,123 30,710
12,275 16,984 17,938 23,122 34,702 56,364 56,016 62,716 66,663 62,560
192 883 243 927 211,917 163,313 209 204 188,227 150,198 168,968 140 937 212

61,460 3,568 503 - - : : - : :
549,562 473,874 419457 359,938 367,220 278 542 187 503 126,352 137,207 118,285
§ 4479603 S 4062684 § 3763221 § 3430515 § 3105695 S 2854278 § 2613349 § 2399004 § 2165582 S 2024067

@) Increase in amounts from 2014 to 2015 is patrtially due to the merger of SAWS and SAWS District Special Project effective January 1, 2015,
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San Antonio Water Systemn

Schedule 2 - Chunge in NMet Position
(accrual basis of accounting)

{ameanes i thousands)

Cperaling revenres:
Warer delivery system
Waler supply system
Wast{:\v&tcr .‘i_\’ﬁt(_‘]l'l
Chilled warer & steam syslem

Operating expenses before depreciatinm:
Salaries and fonge henefies
Contractual services
Materals and supplics
Oiher charges
Tesar Cowts capialized o
Constraction in Progress
Olperaring expense hefore depreciation
Lrepreciarion
Total operating cxpenses

Crperating Tneome

Non-operating revenues/ (expenses):
Interest and miscellanoous
Inrerest expense on revenne bonds and commercial paper
Tntercse expense on contract payahle
Drelac issue costs/ Amorlzalion of debt issnance cosis
Orther finance charges
Gaain/(Loss) on defeased delr and bond relirement
Gann on sale of capital assers
Payrments to Ciy of San Anmonio
Payments wo ather eoitics
Total non-operating expense
Special Trems
Tnereases {decreases) in et position,
belore capilal contribadons
Cupital contributions
Plant Contriburions
Capital Recovery Fees
Contributions in aid of constracton/ Grant revenue

Total contributions

Change in net positon

Fiscal Year
2022 {2) 2021 2020 (b} 2019 2018 2017 2016 2015 (<) 2014 2013
3 244748 % 215484 5 223070 % 220§ 218390 % 202264 5 19913 & 168,338 § 1277708 % 119,767
325,485 273,008 293,082 218,842 202,674 202,143 1834157 163,759 150,079 134,367
295,162 280,014 266,265 274,519 259424 230,977 234,966 213833 210,704 195,384
11,712 10,826 404 1615 10,844 11,568 11,541 11,142 11,152 12,0621
/7707 779,332 704917 733,179 691,044 666,752 622,437 557032 499643 462,339
149,045 134,788 163,910 162,443 149,970 148,058 142,315 133,681 115,049 125,210
216,418 203,058 184,517 175,187 171,032 165,550 170,845 165,708 127 685 107,194
34.638 27,707 25836 26,469 23,485 23159 21,939 23400 20,930 23,355
(41,371 (5,714) (A2 0,720 11,718 11,1350 12,702 8,129 12,355 20423
(30,047) (31.244) (29,921 {30,743 (31,012} {32.275) 32,426) (37822 (30,9641 (31,934)
328083 349,105 341,940 338,084 324.593 318,442 315,395 291,246 245,055 244,343
208,462 194,332 188 872 157,225 155,544 1520072 142,830 141,259 123,111 11576
336,545 548,327 530,812 495,300 480,142 70,514 458,251 432,505 368,166 335,723
340,362 230,308 264,103 237870 20,504 196,238 164,206 124,527 131,477 106,614
(24.053) (1,654) 17,074 32,583 22,458 10,407 8,146 5,792 5,410
(92,582) W2,318) 0,874y (96,4245 (45,542) 186,615) {86,566) (75,049] £75,606)
(45,116) 45, 0730) {12,047 - - - - - - .
(2457) (2,203 (3,667) 2,627 1,711 (1,385) “4,716) 3,831 (2,914 (4,112)
(2,080) (1,319) {1,514 2,066 £1,957) (2,607) 21213 {2,041 (2,726) (2,361)
2402 326 1,536 {604 - - - - - R
308 2,374 T 846 024 451 3,087 4,674 23 1,075
(34,262) (30,162) 31 043 21,917 (18,287 (17,276) £14,228) (12,683 113,089} (11,528)
- (23) (23 9, (01} (108) £109) (106) (114 (130
(198,189 (170.957) (140,150 (90,324 (57,1507 (6,723) 96,507 ) 97 57 91,0771 (57.252)
(7,200 - - - - - - - - -
135,173 29,H08 123974 147,540 123,718 39,515 67,099 20,648 40,400 19,5364
139,211 101,231 3,033 FENCERS 59,761 50,543 73B89 71,967 49,081 2.8
136,963 119,571 U4 641 T4 72,845 G794 a4 0156 51,973 37,289
1441 5,200 9,258 6,435 7,025 5,866 - a1 345
239 655 2008752 177 274 145 5494 141 414 143,746 136,023 101,115 70,725
3 416,919 % 2994563 & 332706 % 324 820 % 269708 % 240929 5 213445 % 152671 % 141515 § 4, 0B

() Based o the permanent impairment of the Medina Teeaunent Plant in Decernber 2022, the serite-olf of the carrying valne was recorded a3 a Special Lrem.
ki Based oo the commencement of the cperadonal phase of the Wisa Ride: Pipeline Project, a contrace payable and the associated tnterese cepense were added o the fnancial staeemenns o Aprl 20200
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