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REVENUE BONDS (Continued)

Annual Revenue Bond Debt Service Requirements

Year Ending February Principal Interest _Total
2007 $ 15,247,000 $ 22,874,545 $§ 38,121,545
2008 19,483,000 17,921,202 37,404,202
2009 19,899,000 17,010,402 36,909,402
2010 20,180,000 16,071,329 36,251,329
2011 21,166,000 15,082,025 36,248,025

2012 -2016 92,099,000 61,768,546 153,867,546
2017 - 2021 93,458,000 40,795,489 134,253,489
2022 - 2026 77,950,000 19,527,116 97,477,116
2027 - 2031 38,500,000 4,583,493 43,083,493
2032 4,035,000 90,788 4,125,788

$ 402,017,000 $215,724935 $ 617,741,935

On August 18, 1998, the Public Service Board - El Paso Water Utilities issued $16,125,000 in Water &
Sewer Refunding Revenue Bonds - Series 1998 A with an average interest rate of 4.78% to advance
refund the following outstanding bonds:

Series Amount Average Coupon
1990 $ 11,430,000 5.50%
1993 Junior Lien 136,000 6.17%
1994B 3,830,000 5.87%
1997B Junior Lien 345,000 6.27%

The bonds were refunded on September 1, 1998 and the remaining net proceeds of $4,587,989 were

- deposited in an irrevocable trust with an escrow agent to provide for the defeasance of future debt service

payments on the advance refunded bonds. The liability associated with these bonds has been removed
from the revenue bonds payable. At February 28, 2006 and 2005, $345,000 and $345,000 of these
defeased bonds remains outstanding. The related escrow balance was $378,100 and $400,166,
respectively. This advance refunding resulted in an economic gain of $539,269 and a deferred loss of

$27,434, which is being amortized over 13 years.
On November 15, 2004, the Public Service Board El1 Paso Water Utilities issued $14,360,000 in Water

and Sewer Revenue Refunding Bonds, Series 2004A with an average interest rate of 5.05% to refund
$15,000,000 of Water and Sewer Commercial Paper Notes with an average interest rate of 1.77%.
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REVENUE BONDS (Continued)

On April 1, 2005, the Public Service Board El Paso Water Utilities issued $36,515,000 in Water and
Sewer Revenue Refunding Bonds, Series 2005B with an average interest rate of 5.22% to advance refund
$19,750,000 0f 2001 A Water and Sewer Revenue Refunding and Improvement with an average interest
rate of 6.04%, 9,265,000 of 1999C Water and Sewer Revenue Refunding Bonds with an average interest
rate of 5.69%, and $7,005,000 of outstanding 2000 Water and Sewer Revenue Refunding Bonds with
an average interest rate of 5.40%. The liability associated with these bonds was removed from the
revenue bonds payable. At February 28, 2006, $36,020,000 of these defeased bonds remained
outstanding, with a related escrow balance of $39,472,756. The 2005B advance refunding resulted in
a net loss of $3,452,756 which will be amortized over a total .of sixteen years. The 2005B advance

refunding resulted in an economic gain (difference between the present values of the old and new debt
service payments) of $1,316,391. - '

LAND NOTES PAYABLE

During the fiscal year ending February 28, 2005, the Board purchased, through a note, one parcel of land
totaling 3,004.33 acres in order to obtain the water rights attached to the land. A note was issued for
$2,478,574 with an annual interest rate of 5.00%. The note is for a period of 3 years with principal
payments due in May in the amount of $826,191 plus interest. During the fiscal year ending February
29, 2004, the Board purchased two parcels of land totaling 8,865.15 acres that were financed through
note instruments. The first note was for a total of $401,692 with an interest rate of 3.95% for a period
of ten years and payments of $49,402 due in March of each year. The second note was for a total of
$9,971,186 with an interest rate of 5% for the first year and adjusted by the change in rate of a 10 year
U.S. Treasury Bill on September 1* of each year thereafter. The note is for a period of 15 years with
payments due in September in the amount of $960,648. The $9,971,186 purchase also included a lease
back of the property for a period of 15 years and an annual lease payment of $400,000. The following
is a list of the principal and interest payments due for these three notes payable:

Year Ending February Principal Interest Total
2007 $ 1,371,880 $ 546,980 $§ 1,918,860
2008 1,398,784 478,766 1,877,550
2009 600,827 409,222 1,010,049
2010 630,457 379,592 1,010,049
2011 661,552 348,497 1,010,049
2012 - 2016 3,730,017 1,221,427 4,951,444
2017 -2019 2,616,067 265,859 2,881,926

$ 11,009,584 $ 3,650,343 § 14,659,927
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COMMERCIAL PAPER

-In August 1997, the Public Service Board - City of El Paso approved a Commercial Paper Program in
the amount of $50,000,000. The purpose of the Commercial Paper Program is to provide funds for the
interim financing of a portion of the costs of capital improvements to the system.

The borrowings under the Commercial Paper Program are equally and ratably secured by and are payable
from (i) the proceeds from the sale of bonds or additional borrowing under the Commercial Paper
Program and (ii) borrowing under and pursuant to the revolving credit agreement.

The Public Service Board - City of El Paso and JP Morgan Chase Bank (the “Bank™) have entered into
a revolving credit agreement (the “Credit Agreement”) pursuant to which the Bank is obligated under
the Credit Agreement to loan to the City amounts not to exceed $50,000,000 as amended, for the purpose
of paying amounts due on the Commercial Paper Program. Any borrowing under the Credit Agreement
is equally and ratably secured by and payable from the above-described sources pledged for payment of
the Commercial Paper Program and from a pledge of the Net Revenues of the System, such pledge being
subordinate to the pledge of Net Revenues securing all Senior Lien Obligations. Management intends

to continue the remarketing of the tax exempt commercial paper notes as it intends to maintain a portion
of its debt in variable rates.

Since the commercial paper represents activity that is the result of the Board’s long term financing plan,
the amounts outstanding are presented as long term. The “paper” can be sold in $100,000 increments
and matures from one to 270 days. As of February 28, 2005 there was $15,000,000 outstanding and as
of February 28, 2006 the following amounts were outstanding:

2006 Maturity Date Coupon Rate
$ 5,000,000 03/02/2006 3.10%
2,000,000 03/07/2006 3.07%
3,825,000 03/08/2006 3.30%
5,000,000 07/25/2006 3.45%
10,000,000 05/25/2006 3.43%
14,175,000 05/25/2006 3.45%
$ 40,000,000
(Continued)
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10. DEBT SERVICE COVERAGE

The bond ordinances require the Public Service Board to maintain revenues in each fiscal year, after
deductions for maintenance and operation expenses, in an amount equal to at least 1.5 times the debt

service requirements in such year. The computations of this ratio are summarized below for the years
ended February 28, 2006 and 2005.

2006 2005
Revenues available for debt service - $ 75;216,998 -$ 68,898,783
Debt service requirements | : _
Principal 13,857,000 14,693,000
Interest 18,502,176 16,135,982 -
Total requirements 32,359,176 30,828,982
Debt service ratio 2.32 2.23
Revenues available for debt service are determined as follows:
2006 2005
Water and wastewater revenue $ 133,391,552 $127,028,288
Operating revenue deductions ' - 65,499,929 62,160,172
Net water and waterwaste revenue 67,891,623 64,868,116
Other revenues available for debt service
Interest income 5,219,293 1,945,364
Property rentals 1,258,803 1,330,816
Administration fees - City Solid Waste Management 627,336 584,199
Purchase discount 44,741 30,011
Gain on sale of miscellaneous assets 174,202 140,277
Total other revenues available for debt service 7.324,375 4,030,667
Revenues available for debt service $ 75215998 $ 68,898,783

11. RISK MANAGEMENT

El Paso Water Ultilities is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. Additionally,

the Board through the City of El Paso, maintains insurance policies acquired from independent insurance
carriers covering all structural property.
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El Paso Water Utilities, in conjunction with the City of El Paso, provides health benefits, life insurance,
and worker's compensation benefits under a self-insurance plan.

The City maintains a group health insurance plan for active and retired employees and their eligible
dependents through a self-insured plan of benefits. The plan is administered by Access HealthSource.
Reinsurance coverage limits the annual liability. Contributions to the fund are provided by both the
Board and participating employees. The group life insurance plan is provided by a commercial carrier.
Costs are recorded in the fund from which the employees’ compensation is paid.

For the worker’s compensation, which is administered by Ward-THG, a separate bank account is used

to pay all claims, and the Board accrues estimated future liabilities for worker’s compensation claims
filed as of the end of the year.

For the years ended February 28, 2006 and 2005 the amount of settlements did not exceed insurance
coverage and there was no significant reductions in the coverage from the prior year. The estimate for
unpaid worker’s compensation claims, is the discounted future payments, as actuarily determined, of case
reserves plus claims incurred but not reported as of January 31, 2006. Accrued liabilities for these self
insurance programs are summarized below for the years ended February 28, 2006 and 2005:

2006 2005
Health Insurance - current $ 262,040 $ 163,252
Worker's Compensation - long term 1,314,865 1,330,569
Total payable $1,576,905  $1,493,821

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

2006 2005
Total payable, beginning of year $1,493,821 $1,624,022
Additional claims incurred 3,887,756 4,034,974
Claims paid during the year (3.804,672) (4,165,175)
Total payable, end of year $1,576,905 §$1,493,821
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