January 8, 2020
Christopher A. Antcliff, Chair
Dr. Kristina Mena, Vice Chair
Dr. Ivonne Santiago, Secretary-Treasurer
Henry Gallardo, Member
Terri Garcia, Member
Bryan Morris, Member
Hon. Dee Margo, Mayor, City of El Paso
Dear Public Service Board Members:
With this letter, I submit for your approval the Fiscal Year 2020-2021 Water, Wastewater and
Reclaimed Water Utility combined operating and capital budget totaling $448.9 million and the
Stormwater Utility operating and capital budget totaling $43.9 million. The detailed operating and
capital budgets have been presented to you for your input, review, and guidance in the public budget
workshop held December 2, 2019. The budgets are consistent with the Board’s Strategic Plan.
Water, Wastewater and Reclaimed Water Operations Budget
The $111.8 million operating budget for FY 2020-21 represents an increase of $9.3 million versus
last fiscal year’s budget. Materials and supplies comprise $6.4 million of the increase, due to an
expected full river water allotment of 65,000 acre feet in 2020 resulting in budgeted increases of
$5.3 million in water purchased from EPCWID#1 and $1.7 million in chemicals. These increases
have been offset by decreases in utilities expense of $1.9 million.
Major impacts on the operating budget are summarized in the following table:

Water, Wastewater and Reclaimed Water Operating and Maintenance Budget
FY 2020-2021
Major Changes from FY 2019-20
Description

$ +/-

FY 2019-20 Net Operating Budget

$102,448,000

FY 2020-21
+ Increase in maintenance costs
+ Increase in water purchased for resale
+ Increase in chemical costs

$1,892,115
$5,250,000
$1,691,300

1

Cumulative
% Increase

1.85%
5.12%
1.65%
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+ Increase in personnel costs
- Decrease in utility costs
+ Increase all other accounts
Net Change to FY 2019-20 Operating and Maintenance Budget

$1,890,400
($1,865,360)
$448,545

1.85%
(1.82%)
0.43%

$9,307,000

9.08%

Total FY 2020-21 Operating and Maintenance Budget

$111,755,000

Water, Wastewater and Reclaimed Water Capital Budget
The capital budget of $237.6 million includes $5.0 million for capital equipment, addresses water
and wastewater infrastructure needs as it relates to reliability, growth, water supply and
transportation related improvements as identified and prioritized through a rigorous capital
planning process.
Major water projects budgeted for next fiscal year include:
 $43.2 million for the installation and replacement of water distribution lines throughout the
city, including $10.3 million for routine pipeline replacement projects;
 $11.4 million for the construction of storage tanks and reservoir improvements;
 $22.5 million for water treatment facilities improvements including $8.4 million for the
Kay Bailey Hutchison Desalination Facility Improvements;
 $5.0 million for the first year of the implementation of a new Customer Service Information
System, that is estimated to be completed by 2022 with an estimated total cost of $22.0
million; and
 $3.7 million for new well construction and equipping, and an additional $3.2 million for
well rehabilitation.
Major wastewater projects for next fiscal year include:
 $43.0 million for improvements to wastewater treatment plants including $19.8 million for
upgrades and rehabilitation of the Robert R. Bustamante Wastewater Treatment Plant;
 $37.8 million for the installation, replacement and relocation of wastewater lines including
$7.2 million for the Montana Vista Wastewater Collection System project; and
 $12.5 million for lift station and force main improvements.
The proposed capital budget allows the Utility to maintain a reliable water and wastewater system
while improving and expanding the system to meet the needs of a growing community.
The proposed FY 2020-21 operating and capital budget of $448.9 million is summarized as follows:

Water, Wastewater and Reclaimed Water
Sources and Uses of Funds ($ in millions)
Funding Sources
Water Revenues
Wastewater Revenues
Reclaimed Water Revenues
Bond Construction Funds and Commercial Paper
Fund Balance and Other Misc. Revenues
Total Funding Sources
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$164.6
95.3
4.9
90.1
94.0
$448.9
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Water, Wastewater and Reclaimed Water
Sources and Uses of Funds ($ in millions)
Use of Funds
Operations and Maintenance
Capital Projects and Equipment
Debt Service, Reserve Funds and Commercial Paper Issuance Costs
Payments to City for 10% of Water Sales & Franchise Fee
Miscellaneous Expenses and Contingencies
Total Use of Funds

$111.8
237.6
72.2
23.8
3.5
$448.9

Water, Wastewater and Reclaimed Water Financial Planning and Rate Impacts
EPWater will continue to aggressively seek grant funding and low interest loans to finance
identified capital improvements to mitigate future rate increases. Included in this year’s budget is
an $11.5 million grant for the Montana Vista Wastewater Collection System project partnered with
a $1.4 million low interest loan from the Texas Water Development Board. The Utility also
received a $2.0 million grant from the Bureau of Reclamation’s WaterSMART Desalination
Construction Program for our Kay Bailey Hutchison Desalination Plant expansion project, which
will increase water production up to 33.5 million gallons per day. In addition, a $3.5 million Title
XVI grant will advance the design of our Advanced Water Purification Facility, which will
supplement our water supply by transforming treated wastewater into fresh drinking water and
deliver it directly to customers. We will continue to pursue grants to provide at least partial funding
for construction of the estimated $75 million facility.
The budget includes an anticipated $15.0 million in land sales and $3.8 million in impact and
annexation fees to partially fund growth capital projects.
The Utility continues to work with the City of El Paso, TXDOT and other public agencies including
school districts, to evaluate the impact of providing services to newly developed areas including
land held by the PSB. The PSB charges annexation fees for land being annexed into the City that
the Utility will have to provide service to in the future. These annexation fees help recover the cost
of the capital infrastructure needed to provide service to those areas. City Council adopted impact
fees in May 2009, which are assessed on new development in the West, Northeast and Eastside
service areas and will help the Utility to recover some of the cost of the capital infrastructure needed
to provide service in those areas.
In 2014, the fifth year of the impact fee program, the Utility in conjunction with city staff completed
the evaluation and proposed changes to the Impact Fee CIP, land use assumptions and service areas
fees as required by state statute. This evaluation and proposed changes were presented to the PSB,
the Capital Improvements Advisory Committee (CIAC) and City Council for approval. City
Council approved the Impact Fee CIP and land use assumptions but didn’t approve the proposed
service areas fees increase. In 2019, a new evaluation was completed but City Council didn’t take
any action. Current impact fees are still the same as the previously approved in 2009.
The Utility’s commercial paper notes currently have interest rates of 1.15%, which is expected to
stay low in the upcoming years due to the three decreases in the Fed Funds rate in 2019. The Utility
will continue to use commercial paper over the next year for interim construction financing.
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The Utility issued three bonds during FY 2019-20:





$1.4 million of Water and Sewer System Revenue Bonds, Series 2019, financed
by the Texas Water Development Board as part of an additional $11.5 million
Economically Distressed Areas Program grant for the Montana Vista wastewater
connection project.
$33.4 million of Water and Sewer Refunding Bonds, Series 2019A to take long
$40.0 million of Commercial Paper notes.
$30.6 million of Water and Sewer Refunding Bonds, Series 2019B to refund three
bonds series 2010, 2010A and 2011, which resulted in Net Present Value Savings
of $3.8 million.

A five percent water and wastewater and a nine percent reclaimed water rate increase is requested
for this fiscal year to meet all the operating and capital needs. The Utility’s rates continue to be
very competitive as seen in the surveys presented to you during the budget meetings.
Summary
The five-year financial plans for all Utilities are included in the appendix and are intended to be
used as a financial planning tool as we address the future needs. In summary, approving the FY
2020-2021 budget will allow this Utility to continue initiatives to meet the water, wastewater, and
reclaimed water needs of this community both in the near and long-term. The proposed budget is
consistent with the Board’s adopted strategic plan and provides for adequate funding to meet the
Public Service Board’s goals and objectives, which include adopting a fiscally responsible budget.
Also submitted for your approval is the Fiscal Year 2020-2021 Stormwater operating and capital
budget totaling $43.8 million.
Stormwater Operations Budget
The $7.4 million operating budget for FY 2020-21 is $514,000 more than last fiscal year’s
budget.
Major impacts on the operating budget are summarized in the following table:

Stormwater Operating and Maintenance Budget
FY 2020-2021
Major Changes from FY 2019-20
Description

$ +/-

FY 2019-20 Net Operating Budget

$6,923,000

FY 2020-21
+ Increase in personnel services
+ Increase in maintenance costs
+ Increase all other accounts
Net Change to FY 2019-20 Operating and Maintenance Budget
Total FY 2020-21 Operating and Maintenance Budget
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$56,200
$254,210
$203,590
$514,000
$7,437,000

Cumulative
% Increase

0.05%
0.25%
0.20%
0.50%
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Stormwater Capital Budget
The capital budget of $26.0 million, which includes $321,000 for capital equipment, addresses the
most urgent needs of the system.
This budget includes $4.7 million for improvements to stormwater storage capacity, which includes
$2.0 million for the Arroyo 1A Dam – Stormwater Basins Improvements. Also included in the
capital budget is $6.3 million for the Sam Snead Storm Drain System Improvements, and $2.0
million for the Corrugated Metal Pipe Replacement Program.
As required by Ordinance No. 18668, 10% of Stormwater revenues must be used for “Green
Projects,” such as open space acquisitions and park ponds.

Stormwater Sources and Uses of Funds ($ in millions)
Funding Sources
Stormwater Revenues
Interest Income & Miscellaneous Revenue
Fund Balance
Total Funding Sources
Use of Funds
Operations and Maintenance
Debt Service and Reserve Funds
Capital Projects and Equipment
Contingencies
Total Use of Funds

$23.9
1.0
19.0
$43.9
$7.4
10.3
26.0
0.2
$43.9

Stormwater Financial Planning and Rate Impacts
The FY 2020-21 budget proposes to use $4.4 million from the Stormwater Improvement Fund and
$2.5 million from Open Space Funds in addition to $15.0 million from remaining Stormwater
Improvement funds, Direct Funded Revolving Loan funds and prior issued construction bonds to
fund the capital improvement projects. Staff recommends no fee increase this fiscal year.
Summary
The five-year financial plan for the Stormwater Utility is included in the appendix and is intended
to be used as a financial planning tool.
In summary, approving the FY 2020-2021 budget will allow the Stormwater Utility to continue to
meet the stormwater needs of this community both in the near and long-term. The proposed budget
is consistent with the Board’s adopted strategic plan and provides for adequate funding to meet the
Public Service Board’s goals and objectives, which include adopting a fiscally responsible budget.
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