. el paso
<) WATER

PUBLIC SERVICE BOARD MEETING
AGENDA ITEM
REGULAR MEETING

Wednesday, April 13, 2022

SUBJECT

EPWater’s Preliminary Fourth Quarter Financial and Performance Measures Report for period ending February 28,
2022.

BACKGROUND

The Public Service Board requires regular financial reporting from the President/CEO and staff on the financial
condition of the Utility.

STRATEGIC OBJECTIVES SUPPORTED
Strengthen Financial Viability

EVALUATION PROCESS
N/A

FINANCIAL IMPLICATIONS
N/A

PROPOSED ACTION REQUESTED
Consider and accept the EPWater’s Preliminary Fourth Quarter Financial and Performance Measures Report for
period ending February 28, 2022.

SUPPORTING DOCUMENTATION PROVIDED
Fourth Quarter Preliminary Financial Report
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Water and Sewer Revenue and Expense Summary
“Preliminary”
Fourth Quarter
March 1 through February 28, 2022

Water Billed

Budgeted billed water for FY 2021-22 is 34.50 billion gallons. Actual YTD through February 28, 2022 was 33.84
billion gallons, a 4.9% decrease as compared to last fiscal year mainly due to greater than average rainfall that
pounded the El Paso area in the summer months, reducing demand, and normalizing of residential consumption
offesetting the increase in residential consumption in fiscal year 2020-21 due to the pandemic. Year to date rainfall
of almost 12 inches is 6.5 inches more than last fiscal year.

Water Revenues

Water revenues of $171.5 million decreased by $7.4 million or a 4.1% decrease when compared to last year due to
reduced consumption. Total retail and wholesale customers increased by 3,945 as compared to last fiscal year and
includes 307 retail customers from the Esperanza water system which was acquired this year.

Wastewater Revenues

Wastewater revenues of $99.0 million increased by $4.2 million or a 4.4% increase when compared to last year.
This increase was mostly due to the approved two percent rate increase effective March 1, 2021 and the increase in
retail and wholesale customers of 3,824 as compared to last fiscal year.

Total Operating Revenues
Total operating revenues of $283.0 million decreased by 1.2% as compared to last fiscal year due to the decrease
in water consumption caused by the increased precipitation and lower than average summer temperatures.

Total Water and Wastewater Operating Expenses

Total operating expenses of $119.0 million increased by $6.3 million when compared to last year. Water and
wastewater operation and maintenance expenses of $112.0 million increased by $6.6 million when compared to last
fiscal year due an increase of $4.7 million in maintenance/repair of mains due to the Frontera main breaks, an
increase in maintenance of equipment of $2.9 million and an increase in utilities of $3.0 million. The increases were
offset by a decrease in surface water purchased of $4.6 million due to the reduced allocation of 1.5 Acre Feet.

Debt Service
Debt service payments, including Bond Reserve funding, Commercial Paper interest and financing fees, of $70.5
million have increased by $594,000 as compared to last year.

In April 2021, EPWater issued two bonds.

e $35.5 million Bonds Series 2021 to take long $40.0 million of Commercial Paper Notes,
e $76.3 million Bonds Series 2021A to refund $34.7 Million of 2014 Bonds, and $32.0 Million of
2015 Bonds, netting a Present Value Savings of $4.8 million.



EPWater continues to work with its financial advisor to look for refunding opportunities and debt service savings
for the Utility and its rate payers. The Utility continues to also utilize the commercial paper program to fund projects
at historic low interest rates.

Restricted Non-Operating Revenues

Restricted non-operating revenues of $39.4 million are $31.8 million more than last year and includes the transfer
of 2,313 acres of land to the City of El Paso for $18.6 million and the transfer of 1,052 acres to the Stormwater
Utility at $14.0 million to be used as open space. For fiscal year 2021-22 the Utility collected $1.7 million of impact
fees, $804,000 of annexation fees, and $2.6 million of contributions from customers. These funds are reserved for
specific customer water and wastewater capital projects and fluctuate depending on the timing of residential,
commercial, and industrial development.

Interest income of $1.0 million is $999,000 less than last year as the federal funds rate was at 0.25%. It’s expected
that the Fed Rate will increase several times in 2022 and 2023 and the utility expects this revenue to increase
substantially in the future.

Capital Expenditures

Capital expenditures of $161.5 million are 15.3% more than last year. Capital expenditures vary widely from year
to year depending on the size and complexity of specific water, wastewater, and reclaimed water projects. Major
capital expenditures for the fiscal year include:

$14.7 million Field Operations and Customer service building
$9.5 million Frontera Force Main

$9.2 million C2M (New Customer Information System)
$13.7 million Roberto R. Bustamante WWTP

$10.9 million John T. Hickerson WRF

Debt Service Coverage

Debt service coverage of 2.38 times exceeds the bond covenant requirement of 1.50 times and is very healthy. This
is above the target of 2.00 times coverage as set by the Public Service Board and recommended by rating agencies
and exceeded the 2.31 times coverage adopted in this year’s budget. This financial indicator highlights the strong
financial condition and ensures that the utility receives very competitive interest rates when issuing debt to finance
capital expenditures or refund prior debt.

Water & Wastewater Summary

Operating revenues for the fiscal year were $3.3 million less than the prior fiscal year mainly due to reduced water
consumption. Operating expenses increased by $6.6 million mainly due increases in the maintenance of mains in
the wastewater division. The Utility met all of its operating, capital, and debt service this year.




El Paso Water Utilities - Public Service Board
Water & Wastewater
Revenues & Expenses
"Preliminary”
March 1, 2021 thru February 28, 2022

(In 1000's)
UNAUDITED
Budget Actual Actual Variance %
FY 21-22 FY 21-22 FY 20-21 (+/-)
Water Billed (In Billion Gallons) | 3450 | 3384 | 3557 | (1.74) | -4.9%
Revenue
Water 135,442 132,343 139,251 (6,908) -5.0%
Water Supply Replacement Charge 33,539 32,859 32,510 349 1.1%
Reclaimed Water 5,819 4,928 5,816 (888) -15.3%
Fire Protection 1,339 1,375 1,327 48 3.6%
Total Water & Reclaimed Water 176,139 171,505 178,905 (7,399) -4.1%
Wastewater Service 96,441 98,224 93,946 4,278 4.6%
Pretreatment Surcharge 612 802 862 (60) -6.9%
Total Wastewater 97,053 99,026 94,808 4,218 4.4%
Total Water and Wastewater Revenue 273,192 270,532 273,713 (3,181) -1.2%
City of El Paso Franchise Fee 6,550 6,550 6,550 - 0.0%
Farm Lease Revenue 1,813 1,756 1,848 (92) -5.0%
Lease Revenue, Service Charges and Misc. Fees 4,900 4,178 4,202 (24) -0.6%
Total Miscellaneous Revenue 13,263 12,484 12,600 (116) -0.9%
Total Operating Revenues 286,455 283,016 286,313 (3,297) -1.2%
Operations and Maintenance 116,187 111,993 105,357 6,636 6.3%
Farm Lease Expenditures 650 483 786 (303) -38.6%
City of El Paso Franchise Fee 6,550 6,550 6,550 0 0.0%
Total Operating Expenses 123,387 119,026 112,693 6,332 5.6%
Miscellaneous Non-Operating Revenues
Sale of Assets 450 264 57 208 366.8%
Interest Income 2,500 1,023 2,021 (999) -49.4%
Revenues Available for Debt Service 166,018 165,278 175,698 | (10,420) -5.9%
Debt Service - Water and Wastewater 71,866 69,422 68,323 1,100 1.6%
Debt Service Reserve Fund 1,416 708 1,354 (646) -47.7%
Commercial Paper - Interest and Financing Fees 330 391 251 140 56.0%
Payment to City Per Bond Covenants 17,680 16,120 16,850 (730) -4.3%
Revenues Available For Capital Rehab/Impr. 74,727 78,636 88,921 | (10,284) -11.6%
Restricted Non-Operating Revenues
Contribution of New Customers 3,300 2,565 2,844 (279) -9.8%
Sale of Land 10,000 34,372 1,146 33,226 | 2899.8%
Impact Fees 2,270 1,680 2,551 (872) -34.2%
Annexation Fees 950 804 1,071 (267) -25.0%
Total Restricted Non-Operating Revenues 16,520 39,420 7,612 31,808 417.9%
Total Revenues Available for Capital Rehab/impr. | 91,246 [ 118,056 | 96,533 | 21,524 | 22.3%
Capital Expenditures
Capital Projects - Water 135,971 100,684 74,732 25,953 34.7%
Capital Projects - Wastewater 100,559 58,590 61,040 (2,450) -4.0%
Capital Projects - Reuse 969 226 480 (254) -52.9%
Capital Equipment 4,508 2,025 3,806 (1,782) -46.8%
Total Capital Expenditures 242,007 161,525 140,058 21,467 15.3%
Contingencies 2,905 - - - -
Capital Funding Sources
Improvement, Construction and CP Funds 230,717 147,143 137,868 9,275 6.7%
Grants 11,290 14,382 2,190 12,192 556.8%
Total Capital Funding Sources 242,007 161,525 140,058 21,467 15.3%
Debt Service Coverage 2.31 2.38 2.57




EL PASO WATER UTILITIES / PUBLIC SERVICE BOARD

WATER & WASTEWATER
As of February 28 , 2022 & 2021

ADDITIONAL STATISTICAL DATA

2021-22 2020-21 %
YTD YTD Difference  Inc(Dec)
Water Billed (1,000 Gallons) 33,835,091 | 35,572,825 | (1,737,734) -4.9%
Average Residential Water Bill $38.15 $42.91 (%4.76) -11.1%
Average Residential Wastewater Bill 2517 23.88 1.29 5.4%
Average Residential Total Bill $63.32 $66.79 ($3.47) -5.2%
Average Temperature (°F) February 46.9 51.5 (4.6) -8.9%
Average High Temperature (°F) February 61.7 66.0 (4.3) -6.5%
Rainfall - Inches 11.88 5.37 6.51 121.2%
EPWater - Water Customers 218,646 216,572 2,074 1.0%
LVWD - Water Cust (Wholesale) 19,948 19,302 646 3.3%
Paseo Del Este - Water Cust (Wholesale) 8,505 7,622 883 11.6%
County of El Paso - Water Customers 1,684 1,657 27 1.6%
Haciendas del Norte - Water Customers 345 345 - 0.0%
Mayfair/Nuway - Water Customers 304 301 3 1.0%
Colonia Revolucion - Water Cust (Wholesale) 74 71 3 4.2%
Square Dance - Water Cust (Wholesale) 275 273 2 0.7%
Esperanza 307 - 307 n/a
Total Water Customers 250,088 246,143 3,945 1.6%
EPWater - Wastewater Customers 208,718 206,541 2,177 1.1%
Paseo Del Este - Wastewater Cust (Wholesale) 8,505 7,622 883 11.6%
LVWD - Wastewater Customers 16,990 16,237 753 4.6%
Square Dance - Wastewater Customers 272 261 11 4.2%
Total Wastewater Customers 234,485 230,661 3,824 1.7%
Personnel (Active) 804 863 (59) -6.8%

Comparison of Water Billed Fiscal Years 2022 & 2021 Billion Gallons Per Month
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WATER & RECLAIMED WATER REVENUE
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Stormwater Revenue and Expense Summary
“Preliminary”
Fourth Quarter
March 1 through February 28, 2022

Stormwater Revenues
Stormwater revenues of $25.9 million increased by $1.8 million or 7.6% compared to last fiscal year due to normal
customer growth and the approved six percent fee increase effective March 1, 2021.

Stormwater Operating Expenses

Operating expenses of $7.2 million increased by $880,000 or 14.0% compared to last fiscal year due to an increase
in emergency response expenses of $243,000 related to the heavier than normal monsoon season and an increase
in professional services of $343,000.

Debt Service
Debt service payments, including bond reserve funding costs and the note purchase agreement interest and finance
fees of $10.6 million increased by $484,000 compared to last year.

In April 2021, EPWater issued two bonds.

o $13.3 million Bonds Series 2021A to take long $15.0 million of Revolving Notes,
o $8.9 million Bonds Series 2021 to refund $8.6 million of 2012 Bonds netting a Present Value
Savings of $672,000.

Stormwater Capital Expenditures
Capital expenditures through the fourth quarter of $29.4 million are $15.1 million more as compared to last fiscal
year and 98% of budgeted. Major capital expenditures for the fiscal year include.

$6.1 million Sam Snead Drainage System

$3.9 million Will Ruth Pond and Conveyance Improvements
$3.7 million City Wide Land acquisition

$3.5 million Open Space acquisition

Debt Service Coverage
Debt service coverage of 1.86 times exceeds the bond covenant requirement of 1.25 times and is slightly lower than
budgeted debt service coverage of 2.02 times for FY 2021-22.

Summary
In summary, the total operating revenues for the Stormwater Utility were $1.8 million more than last fiscal year due

to the fee increase approved March 1, 2021. Operating expenditures were $880,000 more than last fiscal year. The
Utility met all of its operating, capital, and debt service this year.



El Paso Water Utilities - Public Service Board

Municipal Drainage Utility
Revenues & Expenses

"Preliminary"

March 1, 2021 thru February 28, 2022

(In 1000's)
UNAUDITED
Budget Actual Actual Variance %
FY 21-22 FY 21-22 FY 20-21 (+-)
Operating Revenues
Stormwater 25,850 25,904 24,065 1,839 7.6%
Total Stormwater Revenues 25,850 25,904 24,065 1,839 7.6%
Misc. Operating Revenues
Misc. Operating Revenues 603 505 489 17 3.4%
Interest Revenue 40 3 9 (6) -69.7%
Total Misc. Operating Revenues 643 508 498 10 2.1%
Total Operating Revenues | 26,493 | 26412 24,563 | 1,849 | 7.5%|
Total Operating Expenses | 7617 7,175] 6,295 | 880 | 14.0%]
Net Operating Revenues Available 18,876 19,236 18,268 969 5.3%
Interest Revenue on Restricted Funds 300 42 169 (127) -75.3%
Revenues Available for Debt Service 19,176 19,278 18,437 841 4.6%
Debt Service - Stormwater Bonds 9,485 10,342 9,431 911 9.7%
Debt Service Reserve Fund 618 138 480 (342) -71.3%
Note Purchase Agreement- Interest and finance fees 438 137 222 (85) -38.2%
Revenues Available for Capital Rehab/Impr. 8,634 8,661 8,304 357 4.3%
Restricted Non-Operating Revenues
Sale of Land - 383 - 383 -
Total Non-Operating Revenues - 383 - 383 -
|Total Revenues Available for Capital Rehab/Impr. | | 9,044 ] 8,304 | 740 | 8.9%]|
Capital Expenditures
Capital Projects - Stormwater 30,031 29,372 14,232 15,140 106.4%
Capital Equipment - Stormwater 296 65 155 (90) -58.0%
Total Capital Expenditures 30,327 29,437 14,387 15,050 104.6%
Contingencies 190 - - -
Capital Funding Sources
Improvement, Construction Funds, DFRL 30,327 29,437 14,387 15,050 104.6%
Total Capital Funding Sources 30,327 29,437 14,387 15,050 104.6%
[Debt Service Coverage | 2.02 | 1.86 | 1.95 | (0.09)] -4.6%|
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