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PUBLIC SERVICE BOARD MEETING
AGENDA ITEM
REGULAR MEETING

Wednesday, July 13, 2022

SUBJECT

El Paso Water Utilities/Public Service Board Annual Comprehensive Financial Report (ACFR) for Fiscal Year
ending February 28, 2022

BACKGROUND

City of El Paso Bond Ordinance 752, as amended, requires that an annual audit of El Paso Water Ultilities be
performed by independent certified public accountants. The ACFR includes the Water and Wastewater Ultility and
the Municipal Drainage Utility.

STRATEGIC OBJECTIVES SUPPORTED

Strengthen Financial Viability

EVALUATION PROCESS

Gibson, Ruddock, Patterson LLC performed the independent audit for the Public Service Board. The firm, led by
partner Craig Gibson, has done an excellent job in assisting staff in ensuring compliance with all Federal, State, and
other accounting reporting requirements.

FINANCIAL IMPLICATIONS
N/A

PROPOSED ACTION REQUESTED
Consider and accept the El Paso Water Utilities Public Service Board Annual Comprehensive Financial Report for
Fiscal Year ending February 28, 2022.

SUPPORTING DOCUMENTATION PROVIDED
e FY 2021-22 Annual Comprehensive Financial Report
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July 13,2022

Public Service Board
El Paso Water Utilities

Dear Public Service Board Member:

We are pleased to submit the Annual Comprehensive Financial Report of the Public Service
Board - El Paso Water Utilities (EPWater) for the fiscal year, which ended February 28, 2022,
pursuant to the City of El Paso Bond Ordinance 752, as amended and City Ordinance No. 016668
establishing the Municipal Drainage Utility System. This Annual Comprehensive Financial
Report was prepared by the Accounting and Finance Departments of EPWater. We believe the
data, as presented, is accurate in all material respects, and it is presented in a manner designed to
fairly set forth the financial position and results of operations of EPWater. All disclosures
necessary to enable the readers to gain the maximum understanding of EPWater’s financial activity
have been included.

This report consists of management’s representation concerning the finances of the Public Service
Board — El Paso Water Utilities and its Water and Wastewater Utility Fund and the Municipal
Drainage Utility Fund. Responsibility for the accuracy of the data and the completeness and
fairness of the presentation, including all disclosures, rests with EPWater. To provide a reasonable
basis for making these representations, management of EPWater has established a comprehensive
internal control framework that is designed both to protect the government’s assets from loss, theft,
or misuse and to compile sufficient reliable information for the preparation of EPWater’s financial
statements in conformity with Generally Accepted Accounting Principles (GAAP). Because the
cost of internal controls should not outweigh their benefits, EPWater’s comprehensive framework
of internal controls has been designed to provide reasonable rather than absolute assurance that the
financial statements will be free from material misstatement. As management, we assert that, to
the best of our knowledge and belief, this financial report is complete and reliable in all material
respects.

EPWater’s financial statements have been audited by Gibson, Ruddock, Patterson LLC, a firm of
licensed certified public accountants. The goal of the independent audit was to provide reasonable
assurance that the financial statements of EPWater for the fiscal year ended February 28, 2022, are
free of material misstatement. The independent audit involved examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used, and significant estimates made by management, and evaluating the overall
financial statement presentation. The independent auditor concluded, based upon the audit, that
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there was a reasonable basis for rendering an unmodified opinion that the EPWater’s financial
statements for the fiscal year February 28, 2022, are fairly presented in conformity with GAAP.

The independent auditor’s report is presented as the first component of the financial section of this
report. For fiscal year ending February 28, 2022, the independent audit of the financial statements
of EPWater include a “Single Audit” that is designed to meet the special needs of federal and state
grantor agencies. EPWater met the threshold for a single audit since there were expenses of
$750,000 or more related to federal and state awards during the fiscal year.

Governmental Accounting Standards Board (GASB) requires that management provide a narrative
introduction, overview, and analysis to accompany the basic financial statements in the form of
Management’s Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it. The EPWater’s MD&A can be
found immediately following the independent auditor’s report.

Profile of the Government

The El Paso Water Utilities — Public Service Board provides water, wastewater, reclaimed water,
and drainage service to its customers. For financial reporting purposes, EPWater is considered a
component unit of the City of El Paso. The Public Service Board (PSB) operates and manages
EPWater on behalf of the City of El Paso. It adopts separate annual operating, capital, and debt
service budgets for the Water and Wastewater Utility Fund and the Municipal Drainage Utility
Fund, along with associated rates and fees for services, and issues updates to its Rules and
Regulations, which have the force of law. EPWater recovers the cost of providing water,
wastewater, reclaimed water, and drainage services primarily through user charges and fees.
EPWater does not assess or collect ad valorem property taxes. As part of the mission and vision
statements of the PSB, EPWater strives to balance customer needs with proper resources and
financial management as well as regional leadership. See Note 1, Reporting Entity, for more
information regarding the establishment of the PSB.

Factors Affecting Financial Condition

The information presented in the financial statements is perhaps best understood when considered
from the broader perspective of the specific environment with which the EPWater operates.

Local Economy - El Paso is currently the sixth largest city in Texas and the 22" largest city in the
United States. El Paso County has an estimated population of over 840,000 people with another
1.5 million in El Paso’s sister city of Juarez, Mexico, and approximately 209,000 in Southern New
Mexico. These three areas constitute the Borderplex region, which is the largest international
border community in the world.

Additional factors affecting the financial condition of the EPWater.

e Fort Bliss is a diverse community made up of soldiers, family members, students,
employees and retirees. The Fort Bliss area is home to 31,420 military personnel. In
addition, Fort Bliss supports over 66,400 family members of active duty and retired
personnel. Fort Bliss employs over 11,500 civilians.



e El Paso’s economy gained 3,500 jobs during the year, representing an annual increase of
1.1% . According to the Texas Labor Market Information, as of December 2021, El Paso’s
unemployment rate was at 4.5%.

El Paso MSA Total Nonfarm Employment by Industry
2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
Mining, Logging and Construction 17,300 | 17,700 | 17,300 | 17,400 | 16,200 | 15200 [ 13,500 13,800 12,700 12,800
Manufacturing 17,200 | 16,800 | 16,800 | 16,400 | 16,500 | 17,000 | 17,100| 17,100 | 18,200 | 17,800
Trade, Transportation, and Utilities | 68,400 [ 66,500 | 70,600 | 68,700 | 67,500 | 66,600 | 64,700 | 63,200| 61,100| 59,400
Information 4,600 4,500 4,900 4,600 5,000 5,100 5,300 5,500 5,900 5,700
Financial Activities 13,300 | 13,200 | 13,600 | 12,900 | 12,800 | 12,500 | 12,000 | 12,100 | 12,400 | 12,600
Professional and Business Services | 37,500 | 37,200 | 37,200 | 34,800 | 35,200 | 33,400 [ 32,200 | 31,600 [ 30,200 [ 30,500
Education and Health Services 46,700 | 47,100 | 48,700 | 47,600 | 45,900 | 43,700 | 42,400 | 40,900 | 39,500 | 38,400
Leisure and Hospitality 36,500 [ 33,900 | 37,700 | 37,900 | 35,200 | 34,500| 33,300| 32,500| 30,900]| 30,400
Other Services 8,600 8,100 9,100 9,200 9,100 9,500 9,300 9,200 9,200 9,400
Government 68,100 [ 69,700 | 73,600 | 73,200 | 73,000| 71,700| 70,400 | 70,400 | 71,000 | 70,600
Total 318,200 | 314,700 | 329,500 | 322,700 | 316,400 | 309,200 | 300,200 | 296,300 | 291,100 | 287,600

e The El Paso Tri-State region is the fourth largest manufacturing center in North America.

e In 2021 EI Paso ranked 3" among the safest metro cities in the United States with a
population of over 500,000, according to AdvisorSmith.

El Paso is home to the University of Texas at El Paso (UTEP), which is the second oldest member
of the University of Texas System. UTEP offers 166 bachelor’s, master’s and doctoral programs
with enrollment of almost 25,000 students.

Budget Process and Controls

EPWater’s fiscal year begins March 1 and runs through the last day of February. The operating
budget preparation process starts in August with the gathering of operating documents. In
September, budget documents containing historical and current financial and statistical data are
sent to all sections along with instructions on how to prepare the operating budget and identify
new initiatives. The capital budget starts in May with a preliminary list of recommended project
priorities for the next fiscal year and by September, a draft Capital Improvement Plan (CIP) is
developed. Management reviews the operating and capital budgets and in public meetings presents
these budgets to the Public Service Board. The PSB approves the combined annual operating and
capital budget and updates to the Rules and Regulations in January, with an effective date of March
1.

The budget and the annual financial report are prepared using the accrual basis of accounting.
Revenue is recognized as it is earned, and expenses are recognized as goods or services are
delivered. The operating budget is prepared at the object level. The object is the good or service
for which the expenditure was made. Operating budget transfers are done at year end to cover
actual expenses vs. approved original budget shortfalls for Utility Departments that overspent from
Departments that underspent their budget. The transfers are done on a memorandum basis,
submitted by the Finance Department with final approval by the President and CEO, and does not



need approval by the PSB. Only the PSB can approve emergency funding authorizations and
amendments to the approved operating and capital budgets.

Financial Policies

EPWater consists solely of two enterprise funds, the Water and Wastewater Fund and the
Municipal Drainage Fund, which are accounted for separately. EPWater uses these financial
policies as a framework in creating the annual budget for both utilities. See Note 1, Fund
Accounting, for more information regarding the fund composition of the Utility.

Long-term Financial Planning

Long-term water and wastewater planning continues to be a critical component in managing the
region’s water resources. The State Legislature designated EPWater as the Regional Planner for
El Paso County in 1995, which has resulted in a coordinated approach in developing water
resources for this region. This unique regional cooperative effort will help to ensure that there is
a reliable water supply to protect the economy, environment, and quality of life for the residents
in the region bordering the Rio Grande River. EPWater continues to take a leadership role in
working with various entities throughout the region that are all devoted to regional planning
efforts. Region E was one of sixteen regions in Texas created in 1997 as part of Senate Bill 1,
which required long term water planning by region. Region E Stretches from the city of El Paso
at the Texas-New Mexico state line over salt flats and southeastward toward the sparsely populated
mountainous Big Bend country and the Pecos River, the Far West Texas Planning Area includes
seven counties that lie within the Rio Grande Basin. This past year, EPWater along with other
stakeholders in the Far West Texas Region E Planning Group completed and submitted the 2021
Region E Far West Texas Water Plan to the Texas Water Development Board (TWDB). The
Region E Far West Texas State Water Plan is included as part of the State Water Plan that will be
submitted to the Texas Legislature and provides an evaluation of current and future water demands
for all water-use categories and water supplies available during drought-of-record conditions to
meet those demands. Where future water demands exceed an entity’s ability to supply that need,
alternative strategies are considered to meet the potential water shortages. State water planning is
updated every 5 years and covers a 50-year time period.

The 2021 Region E Far West Texas Water Plan for EPWater includes continued use of existing
supplies from the Rio Grande, groundwater from the Hueco and Mesilla Bolsons, desalination,
reclaimed water, and conservation. Additional supplies that EPWater has listed in their 2021 plan
include increased use of reclaimed water, aquifer storage and recovery, expansion of the Kay
Bailey Hutchison Desalination Plant, the Advanced Water Purification Facility which is planned
to start construction in fiscal year 2023-24, and phase I of the importation of groundwater from
the Dell City area projected to start around 2040. EPWater will continue to maintain a diversified
water supply portfolio to meet the water supply needs of the future.
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Capital Improvement Program

EPWater is currently focused on a 10-year planning horizon and has identified specific projects
estimated to cost over $3 billion that will need to be constructed to meet the water, wastewater and
reclaimed water needs of the El Paso region, and an additional $700 million in drainage projects
to accelerate the remaining master plan projects and to address new needs in the drainage system.
The estimated cumulative water and wastewater rate increases over the next five years is 57% to
fund operations, the capital improvements program, debt service, and maintain adequate cash
reserves. A nine percent water and a thirteen percent wastewater rate increase were implemented
in FY 2022-23. In May 2009, City Council adopted water and wastewater impact fees to help pay
for growth infrastructure. In fiscal year 2021-22, EPWater collected $1.7 million and estimates
that in future years $2 million will be collected annually. The estimated cumulative drainage fee
increase over the next five years is 82% to fund drainage projects, debt service, and maintenance
of the system. A nine percent fee increase was implemented in FY 2022-23.

EPWater has budgeted $533 million in fiscal year 2022-23 for water, wastewater, and reclaimed
water facilities to meet the growth demands of the city and keep up with the rehabilitation of the
system and $70 million to improve drainage infrastructure throughout the city. Over the next ten
years EPWater will continue to address the increased reliance of wells and other sources of water
as a result of prolonged drought conditions and its associated capital costs. In addition, the Utility
continues targeting major rehabilitation of the four wastewater treatment plants with projected
expenditures of over $1.2 billion over the next ten years, including $744 million over the next six
years for the expansion of the Roberto Bustamante Wastewater Treatment Plant.



Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the El Paso Water Utilities for its Annual
Comprehensive Financial Report (ACFR) for the fiscal year ended February 28, 2021. This was
the twenty-sixth consecutive year that EPWater has received this prestigious award. In order
to be awarded a Certificate of Achievement, the government must have published an easily
readable and efficiently organized ACFR. This report satisfied both GAAP and applicable legal
requirements.

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

In addition, EPWater received the GFOA’s Distinguished Budget Presentation Award for
its annual budget document for fiscal year beginning March 1, 2021, which was the twenty-
third consecutive year EPWater has received this award. In order to qualify for the
Distinguished Budget Presentation Award, the government’s budget document must be judged
to be proficient in several categories, including as a policy document, a financial plan, an
operations guide, and a communications device.

The preparation of this report would not have been possible without the efficient and dedicated
services of the entire staff of the Finance and Accounting departments. We would like to
express our appreciation to Gustavo Hurtado, Fiscal Operations Manager, Jeff Tepsick,
Assistant Chief Financial Officer, and all members of the department who contributed to the
preparation of this report. Credit also must be given to the Mayor and Public Service Board
for their support for maintaining the highest standards of professionalism in the management of
the EPWater finances.

Jo . Balliew, P.E.
President and Chief Executive Officer
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Marcela Navarrete, C.P.A.
Vice President Strategic, Financial & Management Services
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Arturo Duran
Chief Financial Officer
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Jeff Fepsick

Assistant Chief Financial Officer
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Government Finance Officers Association

Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

El Paso Water Utilities Public Service Board
Texas

For its Annual Comprehensive
Financial Report
For the Fiscal Year Ended

February 28, 2021

Chitogfo. P Morniet

Executive Director/CEO
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INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the business-type activities and each major fund of the
Public Service Board - El Paso Water Utilities, a component unit of the City of El Paso, as of and for the years
ended February 28, 2022 and 2021, and the related notes to the financial statements, which collectively comprise
the Public Service Board - El Paso Water Utilities” basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities and each major fund of the Public Service Board - El Paso Water
Utilities, a component unit of the City of El Paso, as of February 28, 2022 and 2021, and the respective changes
in financial position and cash flows thercof for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Public Service Board - El Paso Water Utilities, and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Public Service Board - El Paso Water Utilities’
ability to continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards and Government Auditing Standards
will always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material if there
is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

»  Exercise professional judgment and maintain professional skepticism throughout the audit.

*  Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Public Service Board - El Paso Water Utilities’ internal control. Accordingly, no
such opinion is expressed.

»  Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

. Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Public Service Board - El Paso Water Utilities’ ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we
identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis and required supplementary information as listed in the table of contents on pages 13 through 21 and
pages 102 through 110, respectively, be presented to supplement the basic financial statements. Such information
is the responsibility of management and, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audits of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.
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Supplementary Information

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Public Service Board - El Paso Water Utilities’, a component unit of the City of El Paso, basic
financial statements. The supplementary schedules listed in the table of contents are presented for purposes of
additional analysis and are not a required part of the basic financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the basic financial statements. The information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to prepare
the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
supplementary schedules listed in the table of contents are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information
comprises the introductory and statistical sections but does not include the basic financial statements and our
auditor's report thereon. Our opinions on the basic financial statements do not cover the other information, and we
do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we
conclude that an uncorrected material misstatement of the other information exists, we are required to describe it
in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our separate report dated July 8, 2022,
on our consideration of the Public Service Board - El Paso Water Utilities’, a component unit of the City of El Paso,
internal control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, and other matters. The purpose of that report is solely to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that testing, and
not to provide an opinion on the effectiveness of the Public Service Board - El Paso Water Utilities’ internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Public Service Board - El Paso Water Utilities’ internal control
over financial reporting and compliance.

GIBSON, RUDDOCK, PATTERSON LLC

El Paso, Texas
July 8, 2022
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Public Service Board - El Paso Water Utilities

Management’s Discussion and Analysis

The Management Discussion and Analysis (MD&A) presents an overview and analysis of the
financial activities for El Paso Water Utilities (EPWater) for the fiscal year ended February 28,
2022. We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal as well as EPWater’s
financial statements.

Financial Highlights

The assets and deferred outflows of resources of EPWater exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year by $1.39 billion
(net position).

EPWater’s total assets and deferred outflows of resources increased by $180.52 million
from 2021 to 2022 mainly due to an increase in water, wastewater, and stormwater
infrastructure net of accumulated depreciation of $149.54 million.

EPWater’s total liabilities and deferred inflows of resources increased by $55.74 million
during the fiscal year mainly due to increases in Commercial Paper notes of $40 million,
and an increase in accounts payable of $22.98 million offset by a decrease in net pension
liability of $28.84 million.

The debt service coverage for the Water and Wastewater Utility of 2.50 times is well above
the required 1.50 times debt service coverage as per its bond ordinance. The Municipal
Drainage Ultility’s debt service coverage of 2.07 times is also well above the required 1.25
times as per its bond ordinance.

Overview of Financial Statements

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

Statements of Net Position — present information as of the end of each fiscal year on all of
EPWater’s assets, liabilities, deferred outflows and inflows of resources and total net
position. This statement is useful in evaluating the financial health of EPWater.
Statements of Revenues, Expenses and Changes in Net Position — present information of
changes in net position during the fiscal years presented. This statement is useful in
evaluating if EPWater recovered all its costs through its rates and other charges.
Statements of Cash Flows — provides information for the fiscal years presented of cash
flows from operating, capital and related financing, and from investing activities.

Notes to financial statements — present detail information that is essential for a complete
understanding of EPWater’s financial statements.

Required Supplemental Information — present information concerning EPWater’s progress
in funding its other postemployment benefit plan and pension liability.

Other supplemental information is provided for additional analysis and is not a required part of the
basic financial statements.

Supplementary Schedules — Include separate financial statements by fund and other
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schedules that provide detail information for each fund.

e Statistical Section — Presents summary information as a context for understanding what the
information in the financial statements, notes disclosures, and required supplementary
information say about EPWater’s financial health.

El Paso Service Area and Customer Growth

Over the last ten years, the average annual retail customer growth has been a manageable 1.3%.
The following table shows water, wastewater, and drainage customer growth for the past three
years:

Water Customers FY 2022 FY 2021 FY 2020
Metered water customers, beginning of year 216,572 212,985 209,809
Additions, net 2,074 3,587 3,176
Metered water customers, end of year 218,646 216,572 212,985
Wastewater Customers FY 2022 FY 2021 FY 2020
Wastewater customers, beginning of year 206,541 202,919 199,788
Additions, net 2,177 3,622 3,131

Wastewater customers, end of year 208,718 206,541 202,919
Drainage Customers FY 2022 FY 2021 FY 2020
Drainage customers, beginning of year 201,860 198,803 196,458
Additions, net 1,330 3,057 2,345
Drainage customers, end of year 203,190 201,860 198,803

Outside the city limits, EPWater provides wholesale water and wastewater services to the Lower
Valley Water District, Gaslight Square MHE, Paseo Del Este, Square Dance, and Fort Bliss.
Wholesale water service is provided to the County of El Paso for the following areas: East
Montana, Haciendas del Norte, Colonia Revolucion, and Mayfair/Nuway and Schuman. Outside
city retail water and wastewater service is provided to Westway and Canutillo, and outside city
retail water provided to Ponderosa/Western Village, Homestead, Esperanza, and various
unincorporated areas including the Village of Vinton. Drainage service is only provided for
customers within the city limits of El Paso, Texas.

The Public Service Board (PSB) has established outside city retail water and wastewater rates at
115% of inside city rates. El Paso’s water and wastewater rates remain among the lowest in the
Southwest and are extremely competitive with neighboring utilities.

Fiscal Year 2022 Financial Results
The following are the Enterprise Funds Statements of Net Position for the activities for the Water

and Wastewater Utility and the Municipal Drainage Utility after elimination of inter-fund
payables, receivables, and transfer of land assets.



Enterprise Funds Statements of Net Position

FY 2022 FY 2021 FY 2020

Current Assets $336,244,093 $332,792.863 $243,654,506
Noncurrent Assets 47,800,637 19,177,064 77,019,749
Capital Assets (Net) 2,150,789,291 2,001,253,590 1,909,720,492
Total Assets 2,534,834,021 2,353,223,517 2,230,394,747
Deferred Outflows of Resources 11,782,698 12,871,772 22,121,746
Total Assets and Deferred Outflows of Resources $2.546.616.719 $2.366,095.289 $2.252.516.493
Current Liabilities $155,836,113 $131,303,470 $124,624,657
Noncurrent Liabilities 964,933,198 955,251,605 958,045,709
Total Liabilities 1,120,769,311 1,086,555,075 1,082,670,366
Deferred Inflows of Resources 39,096,405 17,573,468 5,629,406
Net Position:

Restricted 158,156,042 165,359,249 159,761,208
Net Investment in Capital Assets 1,153,539,595 1,069,230,635 993,792,571
Unrestricted 75,055,366 27,376,362 10,662,942
Total Net Position 1,386,751,003 1,261,966,746 1,164,216,721
Total Liabilities, Deferred Inflows of Resources and

Net Position $2.546.616.719 $2.366.095.289 $2.,252,516.493

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

in Net Position

Total Assets and Deferred Outflows

e From fiscal year 2021 to 2022, total assets and deferred outflows of resources of $2.55
billion increased by $180.52 million mainly due to an increase of $149.54 million in water,
wastewater and stormwater infrastructure put in service during fiscal year 2022.

e From fiscal year 2020 to 2021, total assets and deferred outflows of resources of $2.37
billion increased by $113.58 million mainly due to an increase of $91.53 million in water,
wastewater, and stormwater infrastructure put in service during fiscal year 2021, and an
increase in customer accounts receivable of $9.40 million due to the suspension of cut-offs
due to the COVID-19 pandemic.

Current Assets
e From 2021 to 2022, current assets increased by $3.45 million mainly due to an increase of
$60.43 million in cash and cash equivalents offset by a decrease of $52.40 million in
investments, and $5.16 million in accounts receivable from government grants.
e From 2020 to 2021, current assets increased by $89.14 million mainly due to an increase
of $59.06 million in investments and an increase in accounts receivable for government
grants of $8.96 million.

Total Liabilities
e From 2021 to 2022, total liabilities increased by $34.21 million mainly due to increases of
$40 million in Commercial Paper notes and an increase of $22.98 million in accounts
payable and offset by a decrease of $28.84 million in net pension liability.
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e From 2020 to 2021, total liabilities increased by $3.88 million mainly due to increases of
$25 million in Commercial Paper notes and $5 million in Stormwater Revolving notes and
offset by decreases of $14.71 million in total combined OPEB and net pension liability and
$18.15 million in revenue bonds payable and unamortized premiums.

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

16

FY 2022 FY 2021 FY 2020
Operating Revenues:
Water $135,804,563 $140,546,692 $125,223,044
Water supply replacement charge 32,858,751 32,509,672 30,489,523
Reclaimed Water 4,927,871 5,816,201 4,264,689
Wastewater 100,789,897 94,808,389 90,021,675
Drainage fees 25,736,316 23,907,690 23,556,888
Other operating revenue 21,714,171 21,142,412 20,221,800
Total Operating Revenues 321,831,569 318,731,056 293,777,619
Operating Expenses:
O&M — Water and Reclaimed Water 50,026,125 51,948,340 47,360,179
O&M — Wastewater 33,887,372 25,428,725 24,433,593
General, Administrative and Engineering 30,690,537 28,634,309 25,521,517
O&M — Drainage 5,031,289 5,212,894 5,746,603
Other Operating Expenses 2,801,428 2,622,241 2,778,632
Other Post-Employment Benefits 930,016 1,726,560 2,299,036
Pension Expense - 6,354,248 9,695,671
Depreciation 71,869,881 73,728,173 71,892,234
Payment to City of El Paso Franchise fee 6,550,000 6,550,000 3,469,911
Payment to City of El Paso per Bond
Covenants 16,034,025 16,849,709 15,442,395
Total Operating Expenses 217,820,673 219,055,199 208,639,771
Operating Income 104,010,896 99,675,857 85,137,848
Interest Earnings 697,724 2,115,774 5,254,426
Gain on Land Assets Converted by Sale 20,106,347 1,145,805 8,009,544
Gain on Sale of Miscellaneous Assets 519,248 111,980 403,909
Federal Grant Revenue — Non-Capital 1,117,311 - -
Other nonoperating expenses (1,715,512) (1,152,619) (1,008,052)
Interest on Long-Term Debt (20,418,758) (24,195,797) (26,539,742)
Total Nonoperating Revenue (Expense) 306,360 (21,974,857) (13,879,915)
Increase in Net Position, Before 104,317,256 77,701,000 71,257,933
Contributions
Federal Grant Capital Contributions 1,970,455 3,310,590 432,017




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

FY 2022 FY 2021 FY 2020
Capital and Non-Federal Grant 18,496,546 16,738,435 13,930,071
Capital Contributions
Change in Net Position 124,784,257 97,750,025 85,620,021
Total Net Position — Beginning 1,261,966,746 1,164,216,721 1,078,596,700
Total Net Position — Ending $1,386,751,003 $1,261,966,746 $1,164,216,721

Water and Wastewater Utility Fund

Total operating revenues increased by $1.06 million from 2021 to 2022 mainly due to an increase
of $5.98 million in wastewater revenue, and an increase of $805,000 in pension recovery credit
and offset by a decrease of $5.63 million in water and reclaimed water revenue as a result of the
decreased billed water of 1.74 billion gallons or 4.9 percent as compared to the previous fiscal
year. The decrease in water consumption is attributed to a mild spring and summer and above
average rainfall of 12 inches which was 6.5 inches more than the previous fiscal year. In fiscal
year 2021, there was a two percent increase in residential water consumption mainly due to the
COVID-19 Pandemic, as a large number of residents stayed home.

Total operating expenses of the Water and Wastewater Utility of $207.57 million for 2022
decreased by $1.09 million from 2021. The decrease was mainly due to decreases in operations
and maintenance for the water and reclaimed water system of $1.92 million; a decrease of $6.09
million in pension expense; a decrease of $2.05 million in depreciation expense, and offset by an
increase of $8.46 million in operations and maintenance for the wastewater system.

Total nonoperating revenue of $17.70 million for 2022 increased by $36.15 million from 2021
due to an increase from gain on land sales of $32.55 million and a decrease in interest on long term
debt of $3.61 million compared to 2021. This was offset by a decrease in interest revenue of $1.26
million as the Federal Reserve Bank kept the Federal Funds Rate at historic lows in calendar year
2021.

Net position before capital contributions of $105.58 million increased by $38.29 million from
2021 to 2022, mainly due to an increase of $32.55 million in gain from land sales; offset by a
decrease in interest on long term debt of $3.61 million; a decrease in total operating expenses of
$1.09 million and by a decrease of $1.26 million in interest earnings.

Total contributions of $20.47 million for 2022 were $418,000 more than 2021 mainly due to an
increase of $4.43 million in capital contributions and offset by decreases in federal and non-federal
grant contributions of $4.01 million.

Water and Wastewater Capital Improvement Program

EPWater spent $175.57 million for water, wastewater, and reclaimed water system capital
improvements in fiscal year 2022. Major expenditures included $15.37 million for Information
Technology projects including $14.52 million for the new C2M (Customer to Meter) customer
information system, $15.35 million for the new field operations and customer service building,
$17.19 million for the replacement of the Frontera force main, and $20.89 million for wastewater
plants upgrades and rehabilitation.
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Financial Indicators for the Water and Wastewater Utility

FY 2022 FY 2021 FY 2020
Current Assets/Current Liabilities 2.10 2.41 1.78
Operating Ratio 0.47 0.47 0.48
Debt Service Coverage 2.50 times 2.38 times 2.21 times
Debt Ratio 0.35 0.36 0.37

Municipal Drainage Utility Fund

Total operating revenues increased by $2.06 million from 2021 to 2022 due to normal customer
growth. EPWater added 1,330 new drainage accounts and there was an approved six percent
stormwater fee increase effective March 1, 2021.

Operating expenses for fiscal year 2022 were $10.48 million, a decrease of $138,000 from 2021
mainly due to a decrease of $180,000 in stormwater operations and maintenance, and a decrease
in pension expense of $263,000, and offset by an increase in depreciation expense of $187,000.

Drainage Utility Capital Improvement Program

EPWater spent $29.07 million in fiscal year 2022 on capital improvements for the Municipal
Drainage Utility system, which includes $4.35 million for the Will Ruth Pond Project, and $3.50
million in open space acquisitions. Total assets are summarized in Note 9 of the financial
statements.

Financial Indicators for the Municipal Drainage Utility

FY 2022 FY 2021 FY 2020
Current Assets/Current Liabilities 2.39 3.87 3.93
Operating Ratio 0.25 0.29 0.32
Debt Service Coverage 2.07 times 1.89 times 1.87 times
Debt Ratio 0.41 0.37 0.44

Overall, EPWater met all its financial obligations including operating expenses, debt service, and
met the needs of a growing community by rehabilitating or adding water, wastewater, and drainage
infrastructure to serve our customers.

Capital Assets
EPWater’s investment in water, wastewater, and drainage capital assets as of February 28, 2022,

was $2.15 billion (net of accumulated depreciation), an increase of 7.5% from 2021. The
following table reflects the changes within each classification of capital assets net of
depreciation. The increase in capital assets was primarily due to the addition of $152.66 million
in new water, wastewater, and reclaimed water and drainage projects placed in service during the
year. The capital asset information is detailed in Note 9. The commitments related to construction
work in progress are discussed in Note 24.
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Capital Assets (Net of Accumulated Depreciation)

FY 2022 FY 2021 FY 2020
Land and Right-of-Way $343,814,879 $337,877,150 $330,143,113
Irrigation Water Rights Contracts 12,198,706 11,612,002 10,687,729
Buildings and Shops 25,285,998 25,283,519 24,422,808
Vehicles 8,757,138 10,289,230 10,187,739
Equipment and Tools 5,912,839 6,722,183 8,341,344
Water System 796,883,769 741,304,208 731,397,637
Wastewater System 421,693,828 403,289,539 411,983,290
Drainage System 146,707,603 140,420,630 135,761,755
Construction Work in Progress 389,534,531 324,455,129 246,795,077
Total $2,150,789,291 $2,001,253,590 $1,909,720,492

Debt Administration
EPWater issued the following four bonds during this fiscal year:
e $35.5 million Water and Sewer Bonds Series 2021 to refund $40 million of Commercial
Paper Notes
e $76.3 million Water and Sewer Bonds Series 2021A to refund $34.7 million of 2014
Bonds, and $32 million of 2015 Bonds, netting a Present Value Savings of $4.8 million.
e $8.9 million Municipal Drainage Utility Bonds Series 2021 to refund $8.6 million of 2012
Bonds netting a Present Value Savings of $672,000.
e $13.3 million Municipal Drainage Utility Bonds Series 2021A to refund $15 million of
Revolving Notes

Total long-term liabilities are summarized in Note 10 of the financial statements and the revenue
bonds in Note 11.

The following charts show, as of February 28, 2022, all outstanding principal and interest owed
by EPWater. An adequate level of debt and strong financial position reflects superior fiscal
management which have allowed EPWater to continue to earn among the highest ratings that can
be awarded by rating agencies like Standard & Poor’s (AA+) and Fitch Ratings (AA+). On
August 1, 2015, EPWater through the City of El Paso and Bank of America, N.A. entered into a
revolving credit agreement pursuant to which Bank of America N.A. is obligated under the Credit
Agreement to loan to the City amounts not to exceed $40 million for the purpose of paying amounts
due on the Commercial Paper Program. On August 14, 2018, the first amendment to the credit
agreement was executed to extend the contract until August 23,2021 and reduced the commitment
fee rate from 0.40% to 0.34%. A second amendment was executed on August 20, 2021 and
increased the aggregate principal amount not to exceed $80 million. EPWater issued $80 million
in commercial paper during fiscal year 2022. The commercial paper program information is
detailed in Note 12.
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Bond and Commercial Paper Ratings

Standard & Poor’s Fitch Moody’s
Water and Wastewater Revenue Bonds AA+ AA+ -
Municipal Drainage System Bonds AA+ AA+
Water and Wastewater Commercial Paper A-1 F1+ P-1

Water and Wastewater Utility Fund Outstanding Bond Debt
[7)
c
)
=
| @Principal  minterest |
Municipal Drainage Utility Fund Outstanding Bond Debt
n
c
Q2
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BPrincipal ®EInterest
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Summary of Significant Outstanding Debt

FY 2022 FY 2021 FY 2020
Water and Wastewater Revenue Bonds $724,645,000 $722,060,000 $727,315,000
Municipal Drainage System Bonds 99,218,000 90,701,000 95,635,000
Water and Wastewater Commercial Paper 80,000,000 40,000,000 15,000,000
Municipal Drainage System Revolving Note 15,000,000 15,000,000 10,000,000
Unamortized Premiums Net of Discounts 68,358,803 77,679,355 85,645,202
Other Governments Payable 1,547,350 1,723,915 1,892,725
Total $988,769.153 $947,164,270 $935,487,927

Economic Factors and Next Year’s Budget and Rates
» Severe drought conditions are expected to continue in 2022 which will limit the estimated
river water allocation to EPWater to an estimated 15,000 acre feet, drastically less than a
normal allotment of 60,000 acre feet.

» In 2021, the El Paso MSA home sales increased by 6% with the median sales prices
increasing by 14% according to the Texas A&M Real Estate Center. The number of
months Single-Family Housing remained in inventory decreased from 1.6 months to 1.1
months during the same period.

» EPWater budgeted over $466.16 million in Construction Fund bond issues and $146.62
million in commercial paper for the Water and Wastewater Utility to fund a robust CIP
program for Fiscal Year 2022-23. The Municipal Drainage Utility budget includes $69.92
million in new CIP funding for fiscal year 2022-23 with one new bond issue and over
$46.23 million in Direct Fund Revolving Loan notes to fund CIP projects.

All of these factors were taken into consideration in preparing EPWater’s budget for fiscal year
2023. The Water and Wastewater Utility adopted a budget that includes a nine percent rate
increase for water and a thirteen percent for wastewater services and a nine percent fee increase
for the Municipal Drainage Utility. EPWater will continue to look for efficiencies, refinancing
debt opportunities, and cutting costs whenever possible.

Request for Information

The financial report is designed to provide a general overview of the EPWater’s finances and for
all those with an interest in the government’s finances. Questions concerning any of the
information provided in this report, or requests for additional financial information, should be
addressed to Chief Financial Officer: 1154 Hawkins Blvd. El Paso, Texas 79925.
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ASSETS

Current assets:
Cash and cash equivalents
Investments
Accounts receivable - customers
Accounts receivable - other
Leased property investment costs

Due from Municipal Drainage Utility land transfer

Accrued interest receivable

Due from Water and Wastewater Utility
Inventory - materials and supplies
Other current assets

Prepaid expenses

Accounts receivable - City of El Paso land transfer

Restricted current assets:
Restricted for bond requirements:
Cash and cash equivalents
Investments

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

ENTERPRISE FUNDS

STATEMENT OF NET POSITION

February 28, 2022

Water and Wastewater Municipal Drainage

Restricted for construction and improvements:

Cash and cash equivalents
Investments
Accounts receivable government grants
Notes receivable
Total current assets

Noncurrent assets:

Accounts receivable - City of El Paso land transfer

Leased property investment costs

Due from Municipal Drainage Utility land transfer

Restricted noncurrent assets:
Restricted for bond requirements:
Investments

Restricted for construction and improvements:

Investments
Capital assets:
Water and Wastewater Ultility capital assets
Municipal Drainage Utility capital assets
Land and right of way
Construction work in progress
Less accumulated depreciation
Total capital assets (net of accumulated
Total noncurrent assets
Total assets

DEFERRED OUTFLOWS OF RESOURCES

Deferred charges on bond refunding
Deferred pension contributions

Difference in expected and actual pension experience

Change in assumptions pension
Change in proportionate share pension
Change in proportionate share OPEB
Change in assumptions OPEB

Total deferred outflows of resources

Total assets and deferred outflows of resources

Utility Fund Utility Fund Eliminations Total

$ 53,833,287 $ 3,690,517 $ - $ 57,523,804
16,006,874 3,000,000 - 19,006,874
37,424,088 1,854,017 - 39,278,105
2,147,465 383,443 - 2,530,908
373,137 - - 373,137

2,000,000 - (2,000,000) -
367,005 9,395 - 376,400

- 1,376,331 (1,376,331) -
5,047,661 - - 5,047,661
353,877 - - 353,877
1,692,581 - - 1,692,581
806,089 - - 806,089
58,196,741 9,251,559 - 67,448,300
25,692,751 4,030,689 - 29,723,440
76,700,590 11,808,807 - 88,509,397
14,712,795 4,000,000 - 18,712,795
4,632,081 - - 4,632,081
228,644 - - 228,644
300,215,666 39,404,758 (3,376,331) 336,244,093
26,359,020 - - 26,359,020
2,238,820 - - 2,238,820

12,844,800 - (12,844,800) -
17,551,028 1,591,296 - 19,142,324
60,473 - - 60,473
2,557,636,680 - - 2,557,636,680
- 178,693,667 - 178,693,667
311,486,399 56,999,449 (24,670,969) 343,814,879
341,589,144 47,945,387 - 389,534,531

(1,288,100,541) (30,789,925) - (1,318,890,466)

depreciation) 1,922,611,682 252,848,578 (24,670,969) 2,150,789,291
1,981,665,823 254,439,874 (37,515,769) 2,198,589,928
2,281,881,489 293,844,632 (40,892,100) 2,534,834,021
2,396,854 - - 2,396,854
2,685,899 126,908 - 2,812,807
1,414,271 80,157 - 1,494,428
3,252 158 - 3,410
505,873 10,103 - 515,976
278,207 - - 278,207
4,025,681 255,335 - 4,281,016
11,310,037 472,661 - 11,782,698
$  2,293,191,526 $ 294,317,293 $ (40,892,100) $ 2,546,616,719
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LIABILITIES
Current liabilities:
Accounts payable
Environmental Services collections and other
payments due to City of El Paso
Customer deposits
Accrued vacation payable
Accrued payroll and benefits
Due to Municipal Drainage Utility
Due to Water and Wastewater Utility land transfer
Unearned revenue on land leases
Other current liabilities
Self-insurance workers' compensation and health claims
Other governments payable - current
Customer advances for construction
Current liabilities payable from restricted assets:
Revenue bonds payable and unamortized premiums
net of discounts
Accrued interest on long term debt
Accounts payable
Retainage payable on construction contracts
Total current liabilities

Noncurrent liabilities:
Revenue bonds payable and unamortized premiums
net of discounts
Other governments payable
Commercial paper notes
Revolving note
Due to Water and Wastewater Utility land transfer
Total OPEB Liability
Net Pension Liability
Accrued vacation payable
Self-insurance workers' compensation claims
Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Gains on bond refunding

Net difference in projected and actual earnings on pension assets

Change in proportionate share pension
Difference in expected and actual experience OPEB
Change in proportionate share OPEB
Change in assumptions OPEB
Total deferred inflows of resources

NET POSITION
Restricted:

Restricted for debt service

Restricted for construction and improvements

Total restricted
Net investment in capital assets
Unrestricted
Total net position

Total liabilities, deferred inflows of resources, and net position

Water and Wastewater

Municipal Drainage

Utility Utility Eliminations Total
$ 6,457,030 $ 937,121 $ - $ 7,394,151
10,202,758 - - 10,202,758
12,297,318 - - 12,297,318
1,840,461 85,998 - 1,926,459
1,241,785 59,571 - 1,301,356
1,376,331 - (1,376,331) -

- 2,000,000 (2,000,000) -

1,219,807 15,228 - 1,235,035
1,222,503 - - 1,222,503
537,929 - - 537,929
184,676 - - 184,676
1,281,585 - - 1,281,585
50,638,980 6,878,572 - 57,517,552
11,602,971 2,178,576 - 13,781,547
37,883,657 4,269,770 - 42,153,427
4,752,341 47,476 - 4,799,817
142,740,132 16,472,312 (3,376,331) 155,836,113
729,702,223 105,002,028 - 834,704,251
1,362,674 - - 1,362,674
80,000,000 - - 80,000,000
- 15,000,000 - 15,000,000

- 12,844,800 (12,844,800) -

16,939,348 954,970 - 17,894,318
13,167,917 641,590 - 13,809,507
1,547,022 67,505 - 1,614,527
547,921 - - 547,921
843,267,105 134,510,893 (12,844,800) 964,933,198
986,007,237 150,983,205 (16,221,131) 1,120,769,311
5,455,144 144,074 - 5,599,218
21,871,609 1,068,560 - 22,940,169
507,958 347,594 - 855,552
6,343,795 387,048 - 6,730,843

- 278,207 - 278,207

2,536,966 155,450 - 2,692,416
36,715,472 2,380,933 - 39,096,405
89,837,549 12,694,968 - 102,532,517
46,183,657 9,439,868 - 55,623,525

136,021,206 22,134,836 - 158,156,042
1,065,179,767 113,030,797 (24,670,969) 1,153,539,595
69,267,844 5,787,522 - 75,055,366
1,270,468,817 140,953,155 (24,670,969) 1,386,751,003

$ 2,293,191,526

$ 294,317,293

$ (40,892,100)

$

2,546,616,719

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

ENTERPRISE FUNDS

STATEMENT OF NET POSITION

February 28, 2021

Water and Wastewater Municipal Drainage

Utility Fund Utility Fund Eliminations Total
ASSETS
Current assets:
Cash and cash equivalents $ 24,429,291 $ 4,027,623 $ - $ 28,456,914
Investments 30,000,000 - - 30,000,000
Accounts receivable - customers 35,400,321 1,940,993 - 37,341,314
Accounts receivable - other 3,966,000 24,408 - 3,990,408
Leased property investment costs 373,137 - - 373,137
Accrued interest receivable 1,518,349 26,095 - 1,544,444
Due from Water and Wastewater Utility - 183,656 (183,656) -
Inventory - materials and supplies 4,194,004 - - 4,194,004
Other current assets 197,077 - - 197,077
Prepaid expenses 1,860,509 - - 1,860,509
Accounts receivable - City of El Paso land transfer 329,967 - - 329,967
Restricted current assets:
Restricted for bond requirements:
Cash and cash equivalents 55,879,168 7,438,745 - 63,317,913
Investments 36,631,429 6,456,010 - 43,087,439
Restricted for construction and improvements:
Cash and cash equivalents 45,872,913 15,400,547 - 61,273,460
Investments 40,754,082 6,000,000 - 46,754,082
Accounts receivable government grants 9,794,614 - - 9,794,614
Notes receivable 277,581 - - 277,581
Total current assets 291,478,442 41,498,077 (183,656) 332,792,863
Noncurrent assets:
Investments 2,000,000 - - 2,000,000
Accounts receivable - City of El Paso land transfer 8,565,108 - - 8,565,108
Leased property investment costs 2,611,956 - - 2,611,956
Due from Municipal Drainage Utility land transfer 4,300,000 - (4,300,000) -
Restricted noncurrent assets:
Restricted for bond requirements:
Investments 6,000,000 - - 6,000,000
Capital assets:
Water and Wastewater Utility capital assets 2,420,992,252 - - 2,420,992,252
Municipal Drainage Utility capital assets - 168,609,143 - 168,609,143
Land and right of way 305,597,262 42,954,649 (10,674,761) 337,877,150
Construction work in progress 291,179,879 33,275,250 - 324,455,129
Less accumulated depreciation (1,223,281,990) (27,398,094) - (1,250,680,084)
Total capital assets (net of accumulated depreciation) 1,794,487,403 217,440,948 (10,674,761) 2,001,253,590
Total noncurrent assets 1,817,964,467 217,440,948 (14,974,761) 2,020,430,654
Total assets 2,109,442,909 258,939,025 (15,158,417) 2,353,223,517
DEFERRED OUTFLOWS OF RESOURCES
Deferred charges on bond refunding 2,843,804 - - 2,843,804
Deferred pension contributions 2,675,999 137,716 - 2,813,715
Difference in expected and actual pension experience 1,659,963 96,334 - 1,756,797
Change in proportionate share pension 556,535 14,302 - 570,837
Change in proportionate share OPEB 242,458 - - 242,458
Change in assumptions OPEB 4,365,172 278,989 - 4,644,161
Total deferred outflows of resources 12,343,931 527,841 - 12,871,772
Total assets and deferred outflows of resources $ 2,121,786,840 $ 259,466,866 $ (15,158,417) $ 2,366,095,289
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LIABILITIES
Current liabilities:

Accounts payable

Environmental Services collections and other
payments due to City of El Paso

Customer deposits

Accrued vacation payable

Accrued payroll and benefits

Due to Municipal Drainage Utility

Unearned revenue on land leases

Other current liabilities

Self-insurance workers' compensation and health claims

Other governments payable - current

Customer advances for construction

Current liabilities payable from restricted assets:
Revenue bonds payable and unamortized premiums

net of discounts
Accrued interest on long term debt
Accounts payable
Retainage payable on construction contracts
Total current liabilities

Noncurrent liabilities:
Revenue bonds payable and unamortized premiums
net of discounts
Other governments payable
Commercial paper notes
Revolving note
Due to Water and Wastewater Utility land transfer
Total OPEB Liability
Net Pension Liability
Accrued vacation payable
Self-insurance workers' compensation claims
Total noncurrent liabilities
Total liabilities

DEFERRED INFLOWS OF RESOURCES
Gains on bond refunding
Difference in expected and actual pension experience
Change in proportionate share pension
Difference in expected and actual experience OPEB
Change in proportionate share OPEB
Change in assumptions OPEB
Total deferred inflows of resources

NET POSITION
Restricted:

Restricted for debt service

Restricted for construction and improvements

Total restricted
Net investment in capital assets
Unrestricted
Total net position

Total liabilities, deferred inflows of resources, and net position

Water and Wastewater

Municipal Drainage

Utility Utility Eliminations Total

$ 2,800,006 $ 248,888 $ - $ 3,048,894
11,677,658 - - 11,677,658
11,860,806 - - 11,860,806
1,894,848 89,414 - 1,984,262
1,141,762 54,555 - 1,196,317

183,656 - (183,656) -
1,131,859 13,476 - 1,145,335
820,489 - - 820,489
315,958 - - 315,958
176,565 - - 176,565
2,076,361 - - 2,076,361
48,623,884 5,966,309 - 54,590,193
12,707,830 2,128,293 - 14,836,123
21,734,057 1,783,825 - 23,517,882
3,625,685 430,942 - 4,056,627
120,771,424 10,715,702 (183,656) 131,303,470
739,008,880 96,841,282 - 835,850,162
1,547,350 - - 1,547,350
40,000,000 - - 40,000,000
- 15,000,000 - 15,000,000

- 4,300,000 (4,300,000) -
16,739,127 1,025,682 - 17,764,809
40,516,207 2,138,235 - 42,654,442
1,553,146 57,542 - 1,610,688
824,154 - - 824,154
840,188,864 119,362,741 (4,300,000) 955,251,605
960,960,288 130,078,443 (4,483,656) 1,086,555,075
6,137,697 - - 6,137,697
1,221,901 69,824 - 1,291,725
12,524 299,216 - 311,740
6,133,979 379,562 - 6,513,541
- 242,458 - 242,458
2,898,692 177,615 - 3,076,307
16,404,793 1,168,675 - 17,573,468
85,802,767 11,766,462 - 97,569,229
54,785,249 13,004,771 - 67,790,020
140,588,016 24,771,233 - 165,359,249
978,391,030 101,514,366 (10,674,761) 1,069,230,635
25,442,713 1,934,149 - 27,376,862
1,144,421,759 128,219,748 (10,674,761) 1,261,966,746

$  2,121,786,840

§ 259,466,866

$ (15,158,417)

$ 2,366,095,289

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

ENTERPRISE FUNDS

STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION

For the Year Ended February 28, 2022

Water and Wastewater Municipal Drainage

Utility Fund Utility Fund Eliminations Total
Operating revenues:
Water $ 135,838,060 $ - $ (33,497) $ 135,804,563
Water supply replacement charge 32,858,751 - - 32,858,751
Reclaimed water 4,927,871 - - 4,927,871
Wastewater 100,789,897 - - 100,789,897
Drainage fees - 25,903,612 (167,296) 25,736,316
Customer connection fees 5,933,650 - - 5,933,650
Billing fees - City Environmental Services 756,307 324,132 - 1,080,439
Rent revenue 3,761,315 - (24,000) 3,737,315
City of El Paso Franchise fee 6,550,000 - - 6,550,000
Pension Recovery Credit 804,631 168,988 - 973,619
Other operating revenue 3,226,236 212,912 - 3,439,148
Total operating revenues 295,446,718 26,609,644 (224,793) 321,831,569
Operating expenses:
Operations and maintenance - water and reclaimed water 50,090,168 - (64,043) 50,026,125
Operations and maintenance - wastewater 33,963,906 - (76,534) 33,887,372
General, administrative and engineering expenses 29,039,256 - 1,651,281 30,690,537
Operations and maintenance - drainage - 5,088,786 (57,497) 5,031,289
Indirect cost allocation - 1,678,000 (1,678,000) -
Other operating expenses 2,801,428 - - 2,801,428
Other Post-Employment Benefits 923,773 6,243 - 930,016
Depreciation 68,166,195 3,703,686 - 71,869,881
Payment to City of El Paso Franchise fee 6,550,000 - - 6,550,000
Payment to City of El Paso per bond covenants 16,034,025 - - 16,034,025
Total operating expenses 207,568,751 10,476,715 (224,793) 217,820,673
Operating income 87,877,967 16,132,929 - 104,010,896
Nonoperating revenues (expenses):
Interest earnings and net change in fair value of investments 691,160 6,564 - 697,724
Gain on sale of land 33,700,529 402,026 (13,996,208) 20,106,347
Gain on sale of miscellaneous assets 519,248 - - 519,248
Federal grant revenue - non capital 1,117,311 - - 1,117,311
Other nonoperating expenses (1,367,319) (348,193) - (1,715,512)
Interest on long term debt (16,958,839) (3,459,919) - (20,418,758)
Total nonoperating revenues (expenses) 17,702,090 (3,399,522) (13,996,208) 306,360
Increase in net position, before contributions 105,580,057 12,733,407 (13,996,208) 104,317,256
Federal grant capital contributions 1,970,455 - - 1,970,455
Non-Federal grant captial contributions 4,694,824 - - 4,694,824
Capital contributions 13,801,722 - - 13,801,722
Total contributions 20,467,001 - - 20,467,001
Change in net position 126,047,058 12,733,407 (13,996,208) 124,784,257
Total net position - beginning 1,144,421,759 128,219,748 (10,674,761) 1,261,966,746
Total net position - ending $ 1,270,468,817 $ 140,953,155 $  (24,670,969) $ 1,386,751,003

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

ENTERPRISE FUNDS

STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION

For the Year Ended February 28, 2021

Water and Wastewater Municipal Drainage

Utility Fund Utility Fund Eliminations Total
Operating revenues:
Water $ 140,578,640 $ - $ (31,948) $ 140,546,692
Water supply replacement charge 32,509,672 - - 32,509,672
Reclaimed water 5,816,201 - - 5,816,201
Wastewater 94,808,389 - - 94,308,389
Drainage fees - 24,065,071 (157,381) 23,907,690
Customer connection fees 6,529,722 - - 6,529,722
Billing fees - City Environmental Services 656,116 281,193 - 937,309
Rent revenue 4,069,879 - (24,000) 4,045,379
City of El Paso Franchise fee 6,550,000 - - 6,550,000
Other operating revenue 2,872,109 207,393 - 3,079,502
Total operating revenues 294,390,728 24,553,657 (213,329) 318,731,056
Operating expenses:
Operations and maintenance - water and reclaimed water 52,008,318 - (59,978) 51,948,340
Operations and maintenance - wastewater 25,500,922 - (72,197) 25,428,725
General, administrative and engineering expenses 27,161,515 - 1,472,794 28,634,309
Operations and maintenance - drainage - 5,268,842 (55,948) 5,212,894
Indirect cost allocation - 1,498,000 (1,498,000) -
Other operating expenses 2,622,241 - - 2,622,241
Other Post-Employment Benefits 1,658,421 68,139 - 1,726,560
Pension expense 6,091,180 263,068 - 6,354,248
Depreciation 70,211,559 3,516,614 - 73,728,173
Payment to City of El Paso Franchise fee 6,550,000 - - 6,550,000
Payment to City of El Paso per bond covenants 16,849,709 - - 16,849,709
Total operating expenses 208,653,865 10,614,663 (213,329) 219,055,199
Operating income 85,736,863 13,938,994 - 99,675,857
Nonoperating revenues (expenses):
Interest earnings and net change in fair value of investments 1,955,699 160,075 - 2,115,774
Gain on sale of land 1,145,805 - - 1,145,805
Gain on sale of miscellaneous assets 111,980 - - 111,980
Other nonoperating expenses (1,094,897) (57,722) - (1,152,619)
Interest on long term debt (20,566,880) (3,628,917) - (24,195,797)
Total nonoperating expenses (18,448,293) (3,526,564) - (21,974,857)
Increase in net position, before contributions 67,288,570 10,412,430 - 77,701,000
Federal grant capital contributions 3,310,590 - - 3,310,590
Non-Federal grant captial contributions 7,362,048 - - 7,362,048
Capital contributions 9,376,387 - - 9,376,387
Total contributions 20,049,025 - - 20,049,025
Change in net position 87,337,595 10,412,430 - 97,750,025
Total net position - beginning 1,057,084,164 117,807,318 (10,674,761) 1,164,216,721
Total net position - ending $ 1,144,421,759 $ 128,219,748 $  (10,674,761) $ 1,261,966,746

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

ENTERPRISE FUNDS

STATEMENT OF CASH FLOWS

For the Year Ended February 28, 2022

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash received from Municipal Drainage Utility
Cash received from Water and Wastewater Utility
Environmental Services fees collected for the City of El Paso
Franchise fees collected
Cash payments to suppliers for goods and services
Cash payments to employees for services
Environmental Services fees paid to the City of El Paso
Payments to City of El Paso per bond covenants
Payments to City of El Paso Franchise fees
Cash payments to Municipal Drainage Utility
Cash payments to Water and Wastewater Utility

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES
Proceeds from:

Revenue bonds

Premiums and gains on revenue bonds

Commercial paper

Revolving note
Cash receipts from grants
Cash receipts from capital contributions
Acquisition and construction from capital grants
Acquisition and construction of capital assets net of disposals
Refunding revenue bonds
Refunding commercial paper
Principal payments on revenue bonds
Interest and fees on revenue bonds and commercial paper
Payments on revolving notes
Interest payments on notes and other long term debt
Proceeds from sale of assets net of related expenses

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale and maturities of
investment securities
Purchase of investment securities
Interest received on investment securities
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents:

Beginning of year

End of year

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

Water and Wastewater

Municipal Drainage

Utility Fund Utility Fund Eliminations Total
$ 288,436,251 $ 26,003,052 $ - $ 314,439,303
2,928,172 - (2,928,172) -
- 167,297 (167,297) -
83,128,975 - - 83,128,975
6,550,000 - - 6,550,000
(74,864,475) (3,261,597) - (78,126,072)
(45,059,095) (1,351,144) - (46,410,239)
(84,537,229) - - (84,537,229)
(16,100,673) - - (16,100,673)
(6,549,998) - - (6,549,998)
(167,297) - 167,297 -

- (2,928,172) 2,928,172 -
153,764,631 18,629,436 - 172,394,067
111,800,000 22,275,000 - 134,075,000

4,948,991 2,019,920 - 6,968,911
80,000,000 - - 80,000,000
- 15,000,000 - 15,000,000
14,382,182 - - 14,382,182
1,440,000 - - 1,440,000
(8,102,338) - - (8,102,338)
(160,585,423) (26,464,037) 3,500,000 (183,549,460)
(66,740,000) (8,550,000) - (75,290,000)
(40,000,000) - - (40,000,000)
(42,475,000) (5,208,000) - (47,683,000)
(34,418,871) (5,077,666) - (39,496,537)
- (15,000,000) - (15,000,000)
(73,964) - - (73,964)
5,404,944 402,026 (3,500,000) 2,306,970
(134,419,479) (20,602,757) - (155,022,236)
169,050,922 20,622,047 - 189,672,969
(128,016,158) (20,825,801) - (148,841,959)
2,169,330 61,043 - 2,230,373
43,204,094 (142,711) - 43,061,383
62,549,246 (2,116,032) - 60,433,214
126,181,372 26,866,915 - 153,048,287
$ 188,730,618 $ 24,750,883 $ - $ 213,481,501
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

ENTERPRISE FUNDS
STATEMENT OF CASH FLOWS

For the Year Ended February 28, 2022

Water and Wastewater ~ Municipal Drainage

Utility Fund Utility Fund Eliminations Total
Reconciliation of operating income to net cash provided
by operating activities:
Operating income $ 87,877,967 $ 16,132,929 $ - 104,010,896
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation 68,166,195 3,703,686 - 71,869,881
(Increase) decrease in assets and deferred outflows:
Accounts receivable (156,295) (272,059) - (428,354)
Due from Water and Wastewater Utility - (1,192,675) 1,192,675 -
Inventory (853,657) - - (853,657)
Prepaid expenses 167,928 - - 167,928
Other current assets (156,800) - - (156,800)
Deferred outflow-Pension contributions (9,900) 10,808 - 908
Deferred outflow-Difference in expected and
actual pension experience 245,692 16,677 - 262,369
Deferred outflow-Change in assumptions pension (3,252) (158) - (3,410)
Deferred outflow-Change in proportionate
share pension 50,662 4,199 - 54,861
Deferred outflow-Change in proportionate
share OPEB (35,749) - - (35,749)
Deferred outflow-Change in assumptions OPEB 339,491 23,654 363,145
Increase (decrease) in liabilities and deferred inflows:
Accounts payable 3,657,024 688,233 - 4,345,257
Other current liabilities (547,763) 1,752 - (546,011)
Due to Municipal Drainage Utility 1,192,675 - (1,192,675) -
Accrued vacation payable (60,511) 6,547 - (53,964)
Accrued payroll and benefits 100,023 5,016 - 105,039
Total OPEB Liability 200,221 (70,712) - 129,509
Net Pension Liability (27,348,290) (1,496,645) - (28,844,935)
Deferred inflow-Net difference in projected and
actual earnings on pension assets 20,649,708 998,736 - 21,648,444
Deferred inflow-Change in proportionate
share pension 495,434 48,378 - 543,812
Deferred inflow-Difference in expected and
actual experience OPEB 209,816 7,486 - 217,302
Deferred inflow-Change in proportionate
share OPEB - 35,749 - 35,749
Deferred inflow-Change in assumptions OPEB (361,726) (22,165) - (383,891)
Self-insurance claims (54,262) - - (54,262)
Net cash provided by operating activities 153,764,631 18,629,436 - 172,394,067
Noncash investing, capital, and financing activities:
Capital contributions from developers $ 12,361,722 $ - $ - 12,361,722
Change in fair value of investments 326,826 37,779 - 364,605
$ 12,688,548 $ 37,779 $ - 12,726,327

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

ENTERPRISE FUNDS
STATEMENT OF CASH FLOWS

For the Year Ended February 28, 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash received from Municipal Drainage Utility
Cash received from Water and Wastewater Utility
Environmental Services fees collected for the City of El Paso
Franchise fees collected
Cash payments to suppliers for goods and services
Cash payments to employees for services
Environmental Services fees paid to the City of El Paso
Payments to City of El Paso per bond covenants
Payments to City of El Paso Franchise fees
Cash payments to Municipal Drainage Utility
Cash payments to Water and Wastewater Utility

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES
Proceeds from:

Revenue bonds

Premiums and gains on revenue bonds

Commercial paper

Revolving note
Cash receipts from grants
Cash receipts from capital contributions
Acquisition and construction from capital grants
Acquisition and construction of capital assets net of disposals
Refunding revenue bonds
Refunding commercial paper
Principal payments on revenue bonds
Interest and fees on revenue bonds and commercial paper
Payments on revolving notes
Interest payments on notes and other long term debt
Proceeds from sale of assets net of related expenses

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale and maturities of
investment securities
Purchase of investment securities
Interest received on investment securities
Net cash provided (used) by investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents:

Beginning of year

End of year

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

Water and Wastewater

Municipal Drainage

Utility Fund Utility Fund Eliminations Total
$ 277,853,875 $ 23,878,950 $ - $ 301,732,825
1,463,437 - (1,463,437) -
- 157,381 (157,381) -
82,053,377 - - 82,053,377
6,550,000 - - 6,550,000
(71,532,480) (4,142,676) - (75,675,156)
(43,714,186) (1,201,690) - (44,915,876)
(78,583,180) - - (78,583,180)
(16,808,423) - - (16,808,423)
(6,210,120) - - (6,210,120)
(157,381) - 157,381 -
- (1,463,437) 1,463,437 -
150,914,919 17,228,528 - 168,143,447
96,870,000 - - 96,870,000
10,799,652 - - 10,799,652
65,000,000 - - 65,000,000
- 15,000,000 - 15,000,000
1,715,962 - - 1,715,962
160,000 - - 160,000
(10,672,639) - - (10,672,639)
(129,883,122) (14,330,090) 2,000,000 (142,213,212)
(58,565,000) - - (58,565,000)
(40,000,000) - - (40,000,000)
(43,560,000) (4,934,000) - (48,494,000)
(36,012,239) (4,563,733) - (40,575,972)
- (10,000,000) - (10,000,000)
(81,719) - - (81,719)
3,587,752 - (2,000,000) 1,587,752
(140,641,353) (18,827,823) - (159,469,176)
124,530,379 11,958,401 - 136,488,780
(120,408,737) (18,064,461) - (138,473,198)
1,142,556 177,249 - 1,319,805
5,264,198 (5,928,811) - (664,613)
15,537,764 (7,528,106) - 8,009,658
110,643,608 34,395,021 - 145,038,629
$ 126,181,372 $ 26,866,915 $ - § 153,048,287
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PUBLIC SERVICE BOARD - EL PASO WATER UTILITIES
A COMPONENT UNIT OF THE CITY OF EL PASO

ENTERPRISE FUNDS
STATEMENT OF CASH FLOWS

For the Year Ended February 28, 2021

Water and Wastewater ~ Municipal Drainage

Utility Fund Utility Fund Eliminations Total
Reconciliation of operating income to net cash provided
by operating activities:
Operating income $ 85,736,863 $ 13,938,994 $ - 99,675,857
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation 70,211,559 3,516,614 - 73,728,173
(Increase) decrease in assets and deferred outflows:
Accounts receivable (10,673,640) (519,862) - (11,193,502)
Due from Water and Wastewater Utility - 90,511 (90,511) -
Inventory (1,400,427) - - (1,400,427)
Prepaid expenses (61,515) - - (61,515)
Other current assets 403,390 - - 403,390
Deferred outflow-Pension contributions 699 8,121 - 8,820
Deferred outflow-Net difference in projected and
actual earnings on pension assets 5,710,341 298,537 - 6,008,878
Deferred outflow-Difference in expected and
actual pension experience 489,665 28,564 - 518,229
Deferred outflow-Change in assumptions pension 1,213,181 85,687 - 1,298,868
Deferred outflow-Change in proportionate
share pension 161,496 35,400 - 196,896
Deferred outflow-Change in proportionate
share OPEB (23,553) - - (23,553)
Deferred outflow-Change in assumptions OPEB 597,770 38,215 635,985
Increase (decrease) in liabilities and deferred inflows:
Accounts payable (433,947) 165,087 - (268,860)
Other current liabilities 4,673,797 2,536 - 4,676,333
Due to Municipal Drainage Utility (90,511) - 90,511 -
Accrued vacation payable 263,823 3,471 - 267,294
Accrued payroll and benefits 109,198 3,563 - 112,761
Total OPEB Liability (6,808,418) (476,738) - (7,285,156)
Net Pension Liability (7,028,783) (391,358) - (7,420,141)
Deferred inflow-Net difference in projected and
actual earnings on pension assets 1,221,901 69,824 - 1,291,725
Deferred inflow-Difference in expected and
actual pension experience (733,866) (51,832) - (785,698)
Deferred inflow-Change in proportionate
share pension (94,200) (91,261) - (185,461)
Deferred inflow-Difference in expected and
actual experience OPEB 4,468,319 273,287 - 4,741,606
Deferred inflow-Change in proportionate
share OPEB - 23,553 - 23,553
Deferred inflow-Change in assumptions OPEB 2,898,692 177,615 - 3,076,307
Self-insurance claims 103,085 - - 103,085
Net cash provided by operating activities 150,914,919 17,228,528 - 168,143,447
Noncash investing, capital, and financing activities:
Capital contributions from developers $ 9,216,387 $ - $ - 9,216,387
Change in fair value of investments 49,353 18,016 - 67,369
$ 9,265,740 $ 18,016 $ - 9,283,756

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

NOTES TO FINANCIAL STATEMENTS
February 28, 2022 and 2021

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

EPWater prepares its basic financial statements in conformity with generally accepted accounting principles
promulgated by the Governmental Accounting Standards Board (GASB), and it complies with the
requirements of contracts and grants of agencies from which it receives funds. In accordance with GASB,
a financial reporting entity consists of the primary government and its component units. Component units are
legally separate organizations for which the elected officials of EPWater are financially accountable, or for
which the relationship to EPWater is such that exclusion would cause EPWater’s financial statements to be
misleading or incomplete. Discretely presented component units are reported in a separate column in the basic
financial statements to emphasize they are legally separate from the primary government. Blended component
units, although a legally separate entity, are in substance a part of EPWater’s operations, and thus the data is
combined with data of the primary government.

The criteria used to determine whether an organization is a component unit of EPWater includes: financial
accountability of EPWater for the component unit, whether EPWater appoints a voting majority of the entity’s
board, the ability to impose EPWater’s will on the component unit, fiscal dependency criterion, if it is a
financial benefit to or burden to EPWater, and whether services are provided entirely or almost entirely to
EPWater. As noted below, EPWater has one blended component unit which is the El Paso and Hudspeth
Counties Regional Water Supply Corporation. EPWater’s basic financial statements include all operations
of the financial reporting entity. In addition, EPWater is included as a component unit of the City of El Paso
based upon the selection of the governing authority.

The Enterprise Funds Statements of Net Position and Statements of Revenues, Expenses, and Changes in Net
Position are the financial statements for EPWater as a whole. They report information on both of EPWater’s
funds after elimination of the interfund activities, payables and receivables. The Statement of Net Position
reports all financial and capital resources of the EPWater. It presents information on assets, deferred outflows
of resources, liabilities and deferred inflows of resources with the difference reported as net position. The
two funds of EPWater are the Water and Wastewater Utility Fund and the Municipal Drainage Utility Fund.

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

During the year ended February 28, 2006, EPWater acquired a municipal golf course and contracted a

managing agent to operate the facility. The assets, liabilities, and results of operations are included in these
financial statements as part of the Water and Wastewater Utility Fund.
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EPWater also purchased agricultural properties in Hudspeth County, Texas commonly referred to as CLM
farm and the Carpenter farm (collectively the “Property”) in order to obtain the rights to the groundwater. At
the time of purchase, much of the Property was being used for farming operations. On December 16, 2016
EPWater contracted with Dell Valley Ranch Management, LLC (DVRM) and its affiliate DanJay Enterprises,
LLC (DanJay) on an interim basis to manage and farm the Property and, with the intention of leasing the
Property to a third party, continued farming operations into 2018. On December 7, 2018, EPWater entered
into a cash farm lease with DVRM and DanJay. The leased property investment costs included in the
February 28, 2022 and 2021 financial statements are expenses related to preservation of the farming
operations on the Property as part of EPWater’s lease of the Property to a third party. The expenses prevented
deterioration in the value of the Property investment and facilitated leasing the Property. The leased property
investment costs are being amortized over the initial term of the lease, which became effective retroactively
to January 1, 2018.

On June 9, 2021, the El Paso and Hudspeth Counties Regional Water Supply Corporation (Corporation) was
formed with the purpose of managing the operations and maintenance of the Esperanza Water System in El
Paso, County, which is owned by EPWater. The Corporation is managed by the Board of Directors which
consists of the seven board members of the Public Service Board. The fiscal year of the Corporation is from
March 1 to last day of February. The Esperanza Water System is next to Fort Hancock, Texas and consists
of almost 300 water customers. The Corporation is reported as a blended component unit of EPWater in the
Water and Wastewater Utility Fund. The assets, liabilities, and results of operations are included in these
financial statements. The criteria used to include the Corporation as a blended component unit of EPWater
include: EPWater appoints a voting majority of the Corporation’s governing body, EPWater is able to impose
its will on the Corporation, and a financial benefit or burden relationship exists between EPWater and the
Corporation.

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

EPWater reports the following major enterprise funds:

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

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

City Ordinance No. 752 established certain "funds" for the Water and Wastewater Utility Fund. These

"funds" are mandatory asset segregation and not funds in the sense of governmental fiscal and accounting
entities with self-balancing sets of accounts. These "funds" are more fully explained in Note 2.
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Annual Budget - EPWater prepares, prior to the beginning of each fiscal year, separate detailed comprehensive
annual budgets for the Water and Wastewater Utility and Municipal Drainage Utility funds reflecting
estimates of revenues and expenses and other requirements for the ensuing fiscal year in sufficient detail to
indicate the probable gross revenues and pledged revenues for such fiscal year. The budgets are prepared
using the accrual basis of accounting and are approved by the Public Service Board.

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

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

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

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

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

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

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

Inventory - Materials and Supplies - EPWater reports inventories of supplies at average cost. Supplies are
recorded as expenses when they are consumed.
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Restricted Assets - Based upon certain bond covenants and other requirements, EPWater is required to
establish and maintain prescribed amounts of resources (consisting of cash and temporary investments) that
can be used only to service outstanding debt and other activities specifically restricted (construction and
improvements).

Capital Assets - Effective March 1, 2021 on a prospective basis, EPWater increased the threshold for
capitalization from $5,000 to $25,000 and increased the estimated useful life from one year to two years. The
primary reason for the change is to reduce administrative costs and enhance overall stewardship and control
of EPWater’s assets by eliminating the requirement to track relatively low valued items. Water and
wastewater and drainage additions are recorded at cost, which includes materials, labor, overhead, and interest
capitalized during construction. Overhead consists of internal costs that are clearly related to the acquisition
of capital assets. New services, meters, newly installed pipe, and associated costs will be capitalized and
depreciated when placed into service. Assets acquired through contributions, such as from developers, are
capitalized and recorded at acquisition value as of the date of donation. Included in capital assets are
intangible assets, which consist of purchased water rights and land easements. It is the policy of EPWater to
capitalize infrastructure assets. Maintenance and repairs that do not add to the value or life of the asset are
charged to operating expense. Major plant replacements are capitalized.

EPWater records depreciation of capital assets in service on the straight-line method at amounts estimated to
amortize costs of assets over their estimated useful lives. At the time of retirement of capital assets, the

allowance for depreciation is charged with the original cost of the asset and the cost of removal.

The following estimated useful lives are used in providing for depreciation of capital assets:

Building and shops 25 - 33 years
Vehicles and heavy equipment 5 -7 years
Equipment and tools 3 - 33 years
Water plant 10 - 50 years
Wastewater plant 5-50 years
Water rights contract 75 years
Drainage system 50 - 100 years

Vacation and Sick Pay - Full time, permanent EPWater employees earn vacation leave as follows:

Years Employed Vacation Leave
1-5 12 days/year

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

Permanent EPWater employees who work 40 hours per week can accumulate a total of 400 vacation leave
hours. Vacation is recorded as an expense and related liability in the year earned. As of February 28, 2022
and 2021, EPWater's total vacation leave liability was $3,540,986 and $3,594,950, respectively.
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Vacation payable for the Water and Wastewater Utility is as follows:

2022 2021
Total payable, beginning of year $ 3,447,994 § 3,184,171
Vacation earned 1,793,092 1,895,518
Vacation used (1,853.603) (1,631,695)
Total payable, end of year $ 3,387,483 § 3,447,994

Vacation payable for the Municipal Drainage Ultility is as follows:

2022 2021
Total payable, beginning of year S 146,956 $ 143,485
Vacation earned 86,946 93,468
Vacation used (80,399) (89,997)
Total payable, end of year $ 153,503 $ 146,956

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

Deferred Outflows and Inflows of Resources

In addition to assets, the statement of net position will report a separate section for deferred outflows of
resources. This separate financial statement category represents a consumption of net position that applies to
a future period and will not be recognized as an outflow of resources (expense/reduction) until then.

In addition to liabilities, the statement of net position will report a separate section for deferred inflows of
resources. This separate financial statement category represents an acquisition of net position that applies to
a future period and will not be recognized as an inflow of resources (revenue) until that time.

EPWater has the following items that qualify for reporting in these categories:

Deferred charges or gains on bond refunding - A deferred charge or gain on refunding results from the
difference in the carrying value of refunded debt and its reacquisition price. This amount is deferred and
amortized over the shorter of the life of the refunded or refunding debt.

Deferred pension contributions - These contributions are deferred and reduce net pension liability in the
subsequent fiscal year.

Difference in expected and actual experience - For pensions and OPEB, this difference is deferred and
amortized over the average remaining service life of all participants in the pension and OPEB plans and
recorded as a component of pension or OPEB expense beginning with the period in which the difference
occurred.
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Net difference in projected and actual earnings on pension assets - This difference is deferred and
amortized as a component of pension expense on a closed basis over a five-year period beginning with the
period in which the difference occurred.

Change in assumptions - For pensions and OPEB, this change is deferred and amortized over the average
remaining service life of all participants in the pension and OPEB plans and recorded as a component of
pension or OPEB expense beginning with the period in which the change occurred.

Change in proportionate share - For pensions and OPEB, this change is deferred and amortized over the
average remaining service life of all participants in the pension and OPEB plans and recorded as a
component of pension or OPEB expense beginning with the period that first experienced the change in
proportionate share.

Pensions - For purposes of measuring the net pension liability, deferred outflows and inflows of resources
related to pensions, and pension expense, information about the fiduciary net position of the City of El Paso
Employees Retirement Trust (CERT) and additions to/deductions from CERT fiduciary net position have
been determined on the same basis as they are reported by the CERT. For this purpose, plan contributions
are recognized in the period that compensation is reported for the employee, which is when contributions are
legally due. Benefit payments and refunds are recognized when due and payable in accordance with the
benefit terms. Investments are reported at fair value.

GASB No. 88 - In fiscal year 2021, EPWater implemented GASB Statement No. 88, Certain Disclosures
Related to Debt, including Direct Borrowings and Direct Placements, which requires that essential
information related to debt be disclosed in notes to the financial statements, including unused lines of credit;
assets pledged as collateral for the debt; and terms specified in debt agreements related to significant events
of default with finance-related consequences, significant termination events with finance-related
consequences, and significant subjective acceleration clauses. This statement also requires that additional
information be provided for direct borrowings and direct placements of debt separately from other debt. The
note disclosures on long term debt are presented in accordance with the guidance provided by this statement.

Reclassifications - Certain amounts presented for the prior year data have been reclassified in order to be
consistent with the current year’s presentation. In the Statement of Revenues, Expenses, and Changes in Net
Position certain amounts have been reclassified within operating revenues and expenses to better reflect a
more appropriate grouping of accounts. The reclassification did not affect overall operating income. In the
Statement of Net Position certain amounts have been reclassified in restricted net position for construction
and improvements and net investment in capital assets due to a recalculation of unspent bond, commercial
paper, and revolving note construction fund proceeds.
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