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2007 FINANCIAL INFORMATION

MANAGEMENT DISCUSSION AND ANALYSIS

This Management Discussion and Analysis (MD&A) provides a narrative overview and analysis of the financial
activities and performance of the San Antonio Water System (SAWS) for the fiscal year ending December 31,
2007. Please read it in conjunction with the financial statements and accompanying footnotes that follow the
MD&A.

RESULTS OF OPERATIONS

During 2007, SAWS experienced an increase in equity of $152.9 million as compared to the increase in 2006 of
$181.9 million. The 2007 increase consisted of income before capital contributions of $13.2 million and capital
contributions of $139.7 million while the 2006 increase resulted from income before capital contributions of
$55.5 million and capital contributions of $126.4 million.

Revenues

Operating revenues of $330.3 million for 2007 declined $31 million, or 8.6%. This decrease in revenues resulted
primarily from a reduction in the metered usage of water stemming from the very wet weather conditions that
were prevalent in the San Antonio region during the first eight months of 2007. SAWS’ operating revenues are
provided by its four core businesses; Water Delivery, Water Supply, Wastewater, and Chilled Water and Steam.
All of these businesses experienced a reduction in revenues during 2007. Total operating revenues provided by
cach of these four businesses for fiscal years 2005-2007 were as follows:

OPERATING REVENUE
($ in millions)

2007 2006 2005

. Wastewater . Water Supply . Water Delivery Chilled Water & Steam

The Water Delivery core business is responsible for the actual distribution of water from its source to the
customer’s premises. Revenues for this business are derived through a combination of a monthly service charge
that is dependent upon the size of the customer’s water meter and a volume charge that relates to the customer’s
actual water usage. In 2007, Water Delivery revenues declined $14.2 million to $90.7 million. This 13.5%
decrease from the prior year was the result of a 14.2% reduction in metered water usage which was driven by a
16.7% reduction in the average gallons of water used per customer per day, partially offset by growth in the
number of water customers of 2.3%.

The 47.3 inches of cumulative rainfall experienced by the San Antonio region during the 12 months ended
December 31, 2007 was more than was received during any previous fiscal year since the inception of SAWS in
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1992. The extremely wet year was in stark contrast to the two preceding years when a combined total of 37.8
inches of rain fell across the region; with nearly 11 inches of this total being received during the last four months
of 2006. As can be noted in the following chart, the 2007 rainfall total far exceeded the normal annual rainfall
total of 32.9 inches, with the period from March to August 2007 being particularly rainy with more than 40
inches of rain falling during this six month period.
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The Water Supply core business is responsible for all functions related to the development and provision of
additional water resources. In order to support the costs associated with these initiatives, in October 2000,
SAWS implemented a separate funding mechanism, known as the Water Supply Fee, for water supply
development and water quality protection. In 2007, Water Supply revenues were $102.4 million, or 13.6% less
than the prior year. This reduction was driven by the reduced water usage discussed previously.

The collection and treatment of wastewater is the primary function of the Wastewater core business. During
2007, Wastewater revenues were fairly consistent with 2006, showing only a 0.4% reduction. The residential
portion of Wastewater revenue is calculated based upon the average water usage of each residential wastewater
customer during a three consecutive month billing period from November through March. This average,
referred to as the average winter consumption (AWC), was 6,214 gallons for all of SAWS’ residential customers
in 2007. This is a reduction of 15% from the 2006 AWC of 7,314 gallons and a 0.6% increase over the 2005
AWC of 6,178 gallons. The newly calculated AWC for each residential customer goes into effect with the April
billing during the year in which calculated and continues for a period of twelve months. Based solely on the
decline in the AWC, 2007 wastewater billings could be anticipated to decline by approximately 7.5% as compared
to 2006. However, this “predicted” decline in Wastewater revenues was partially offset by the more than 3%
growth in overall wastewater customers during 2007 coupled with the fact that the strongest growth areas were
those that fall outside the San Antonio city limits. As these outside city limits customers pay a higher rate for
service than inside city limits customers, strong growth in these areas has a significant impact on revenues.

The Chilled Water and Steam core business is responsible for providing heating and cooling to customers,
including various downtown hotels, City of San Antonio facilities, the Alamodome, Port Authority of San
Antonio tenants and Hemisfair Plaza tenants. Revenues for this segment declined 1.1% from 20006 levels as a
result of cooler summer weather in 2007 as compared to 2000.

Non-operating revenues, which primarily represent interest income earned on investments, increased by
approximately $3.7 million during 2007 as a result of an increase in SAWS’ average investment balance in 2007
and the impact of a higher average yield earned on these investments. The average investment balance increased
from $400.5 million in 2006 to $462.6 million in 2007 while the average yield on SAWS’ portfolio rose from
approximately 4.89% in 2006 to approximately 5.05% in 2007. Combined, these increases resulted in an increase
in interest earnings of approximately $3.8 million.
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Expenses

Total 2007 operating expenses of $266.5 million increased by $15.3 million over 2006 levels. This increase
reflects an increase in salary and benefit related costs combined with an increase in depreciation expense, partially
mitigated by an increase in the amount of costs capitalized to Construction in Progress during 2007.

During 2007, SAWS’ salary expense including overtime, on-call and incentive pay increased by approximately
$3.5 million or 5.4% over the prior year. This increase primarily reflectes the average merit based salary increase
for exempt personnel of 5% as well as the salary adjustment granted to all non-exempt personnel which averaged
slightly less than 5.5%. Salary expense was also impacted by a slight increase in headcount during 2007.
Offsetting these increases was a $1.3 million reduction in incentive pay resulting from the fact that no general
employee incentive award was granted in 2007.

SAWS also experienced a $10 million increase in benefit related costs during 2007. The primary driver behind
this increase was the 2007 adoption of GASB Statement No. 45 which caused the recognition of an additional
$13.2 million of expense associated with the provision of post-retirement medical benefits to current and future
retirees. Por further discussion of SAWS’ other postemployment benefits and the adoption of GASB 45, please
refer to Note L in the notes to the Financial Statements. Serving to partially offset the impacts associated with
the adoption of GASB 45 was favorable medical claims experience as compared to the prior year.

Other cost increases faced by SAWS during 2007 included a $1.1 million increase in Contractual Services and a
$1.6 million increase in Materials and Supplies. The increase in Contractual Services resulted from making twelve
months worth of water supply payments under the Western Canyon Project, while the increase in Materials and
Supplies reflects increased spending on conservation program materials as well as inflationary and other cost
increases in SAWS’ maintenance materials, fuel and chemicals. Partially offsetting the 2007 expense increases
was a $6.1 million increase in costs capitalized to Construction in Progress. This 26.2% increase reflects the
$68.3 million increase in capital spending as well as the significant amount of employee time dedicated to the
implementation of the new integrated software system during 2007.

SAWS’ depreciation expense increased by $7 million or 9.8% to $78.3 million in 2007. This increase reflects the
more than $303 million added to utility plant in service over the course of 2007.

SAWS’ non-operating expenses increased $4.8 million during 2007 primarily as a result of a $3.1 million

increase in interest expense and the impact on 2006 non-operating expense levels of a $2.3 million gain that was
recognized on the sale of property held by SAWS. Partially offsetting these increases was a $0.7 million decline
in the amount paid to the City of San Antonio (the City). The increase in interest expense was fueled by a $57.8
million increase in the average level of total debt outstanding as well as a $1 million reduction in the amount of
interest capitalized in 2007. The increase in the average debt outstanding, which accounted for a $2.6 million
rise in interest costs, was driven by SAWS’ ongoing capital improvement programs. The decline in the amount
of interest capitalized reflects a reduction in the average balance of Construction in Progress stemming from an
increase in the amount of construction projects placed in service. As SAWS remits 2.7% of its gross revenues to
the City, the $0.7 million reduction in the City payment was a direct result of the reduced revenue levels in 2007.

Capital Contributions

During 2007, SAWS’ recorded plant contributions from developers in the amount of $104.8 million as capital
contributions. Additionally, capital recovery fees totaling $32.9 million and construction related grant proceeds
of $2 million were also recorded as capital contributions. In 2006 and 2005, plant contributions totaled $81.2
million and $48.2 million, respectively, while impact fee assessments and construction related grant proceeds
combined totaled $45.2 million and $34.3 million, respectively. The amount of capital contributions received in
each of the last three years reflects the continued strong growth in development being experienced within the
San Antonio region, with the reduced level of impact fees collected in 2007 also reflecting the slow-down in
growth experienced during the second half of the year.

F-3



BALANCE SHEET

The equity of SAWS results from recording its total liabilities against its total assets. This amount has been
broken down into component categories in accordance with the GASB Statement No. 34 requirements.

31-Dec-07 31-Dec-06 31-Dec-05

Total Assets § 3250627938 § 2972154121 § 2740430296
Total Liabilities 1,680,699,048 1,555,142,320 1,505,328,364
Total Equity 1,569,928,890 1,417,011,801 1,235,101,932
Invested in Capital Assets, net of related debt 1,333,818,348 1,177,435,801 1,057,177,560
Restricted for Debt Service 21,323,777 18,349,860 15,977,687
Restricted for Operating Resetve 29,567,003 28,379,974 30,159,473
Unrestricted 185,219,762 192,846,166 131,787,212
Total Equity $ 1,569,928,890 $ 1,417,011,801 $ 1,235,101,932

Over time, increases or decreases in equity may serve as a useful indicator of whether the financial position of
SAWS is improving or deteriorating. As can be seen, equity increased $152.9 million or 10.8% from 2006 to
2007 and increased $181.9 million or 14.7% from 2005 to 2006.

The largest portion of SAWS’ equity reflects its investment in capital assets, less the related net debt to acquire
those assets. Any cash and investment amounts restricted for construction purposes are also reflected in these
totals. The $156.4 million increase from 2006 to 2007 reflects $137.7 million of capital contributions from
developers as well as the funding of 2007 capital expenditures with renewal and replacement funds partially
offset by the depreciation expense for the period.

As of December 31, 2007, SAWS’ maintained $21.3 million of cash and investments net of restricted liabilities
that was restricted for debt service purposes. The cash and investments, net of restricted liabilities that was
restricted for debt purposes increased over 2006 and 2005 levels of $18.3 million and $16 million, respectively, as
a result of increases in the annual debt service requirements occurring during the years 2006-2008.

An additional $29.6 million of cash and investments was classified as Restricted for Operating Reserve as of
December 31, 2007. This amount was restricted in accordance with the requirements of Ordinance 75686 that
calls for the establishment and maintenance of an operating reserve of two months of the annual maintenance
and operations budget. The balance of cash and investments restricted for this purpose will vary with any
changes in the budgeted level of maintenance and operations expense for the next ensuing year.

The remaining balance of SAWS’ equity represents unrestricted equity and may be used for any allowable
purpose as outlined in City Ordinance No. 75686. The $7.6 million decrease in unrestricted equity from 2006 to
2007 was the result of funding capital expenditures with renewal and replacement funds and an early defeasance
of debt, partially offset by funds provided by operations

Current Assets

Current assets have increased during 2007 by $28.5 million to $314.5 million largely as a result of an increase in
cash and investments of $25.1 million and an increase in accounts receivable of $3.1 million. The increase in
cash and investments reflects the strong operating performance during 2007, while the increase in accounts
receivable reflects the dry weather conditions experienced in San Antonio during the last four months of 2007.
Extremely wet weather permeated the San Antonio region for the first eight months of 2007, with rainfall during
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this period totaling 44.6 inches. By contrast, the last four months of the year were extremely dry. During this
four month period total rainfall was 2.6 inches in 2007 compared to 10.7 inches in 2006.

Capital Assets

During 2007, SAWS’ total capital assets net of accumulated depreciation grew from $2.47 billion to $2.7 billion.
Capital asset additions broken down by type for 2007 and 2006 were as follows:

Amounts in Millions 2007 2006
Buildings $ 0.9 $ 6.6
Collection System 6.5 5.8
Distribution System 11.7 10.2
Governmental 28.3 26.6
Main Replacements 15.6 20.8
Corporate and Miscellaneous 22.7 12.8
Production System 8.7 3.0
Recycle 1.4 5.4
Treatment 14.6 2.3
Water Resources 73.7 24.5
Trilaterals 104.8 81.2
Unallocated Capitalized Interest & Overhead 16.7 13.2

Total $ 305.6 $ 2124

For further detail information on capital assets, refer to Note E.
Current Liabilities

During 2007, SAWS experienced a $23.6 million increase in current liabilities relating to the adoption of GASB
Statement No. 45 and a $10.3 million increase in accounts payable. The adoption of GASB 45 required SAWS
to currently recognize a $13.2 million liability associated with the future payment of retiree medical benefits. As
it was anticipated that $6.2 million of this liability would be paid in 2008, this portion was classified as current,
with the remaining $7 million classified as long-term. The rise in accounts payable was an indirect result of an
accounting system change which took place on September 30, 2007. As a result of the conversion, a number of
invoices took longer than normal to process, with many of these items residing in accounts payable at yearend.

Long Term Debt

During the first quarter of 2007, SAWS issued $354.6 million worth of bonds in three separate issuances. The
proceeds from these issuances were used to refund $75.7 million worth of higher coupon bonds, refund $252.4
million of outstanding commercial paper, pay the costs of issuance, and provide funds to finance capital
improvement projects. At the same time, SAWS also utilized excess renewal and replacement funds to redeem
an additional $25 million of bonds. Subsequently, in May 2007, SAWS made its scheduled debt service payment
which included the repayment of $24.9 million of outstanding bond obligations with accumulated proceeds from
the Debt Service Fund. Together, these transactions served to increase the revenue bonds payable balance by
$229 million while reducing the commercial paper balance by $252.4 million. While the commercial paper
refunding temporarily eliminated SAWS’ outstanding commercial paper borrowings, during the last eight months
of 2007, $100 million of commercial paper was issued to fund construction initiatives. Consistent with prior
years, the entirety of this balance is classified as long-term.

In December 2006, the three major rating agencies, Fitch Ratings, Moody’s Investor Services, Inc. and Standard
& Poor’s Ratings Services (S&P) reaffirmed SAWS’ excellent debt ratings. The high quality ratings are based on
SAWS’ large, diverse, and growing service area, sound financial performance, positive actions towards developing
long-term water supplies, sound system operations with a manageable capital improvements program, and
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competitive water and sewer rates. There have been no changes in any of SAWS’ bond and commercial paper
ratings during 2007.

Bond and Commercial Paper Ratings
Subordinate Lien Debt
Variable Rate Tax-Exempt
Senior Junior Demand Commertcial
Lien Debt Lien Debt Obligations Paper
Fitch Ratings AA- A+ A F1+
Moody's Investors Service, Inc Aa3 Al Al P-1
Standard & Poor's Ratings Service AA- A+ A+ Al+

SAWS’ bond ordinance requires the maintenance of a debt coverage ratio of at least 1.25x the annual debt
service on outstanding senior lien debt. Debt service coverage ratios for the senior lien bonds were 1.85x for
2007, 2.49x for 2006 and 2.03x for 2005. The coverage ratios for the annual debt service on all outstanding
bonded debt were 1.55x, 2.14x and 1.68x in 2007, 2006 and 2005 respectively. SAWS’ equity ratio was 48.30% at
December 31, 2007, as compared to 47.68% at December 31, 2006 and 45.07% at December 31, 2005. As of
December 31, 2007 and 2006, SAWS was in compliance with the terms and provisions of the ordinances and
documents related to its outstanding bonds and tax-exempt commercial paper. Additional information about
SAWS’ long-term debt can be found in Note H.

STATEMENTS OF CASH FLOWS

In 2007, SAWS experienced a net increase in cash and cash equivalents of $3.6 million attributable to strong
operating cash flows more than offsetting the cash utilized to fund financing and investment activities.

Despite the impact of the extremely rainy weather conditions in 2007, SAWS again generated very strong
operating cash flows of $166.1 million. While this amount represents a 10.4% decline from 2006 levels it is a
10.7% increase over 2005 levels. The decline from 2006 is a result of a $33.6 million reduction in cash
collections from customers which largely mirrors the $31 million decrease in operating revenues. Partially
offsetting the decrease in cash received from customers was a reduction in the cash paid to vendors for
operations of $14.7 million. This reduction is largely attributable to the delay in getting yearend invoices paid as
a result of the computer conversion which took place in late 2007. As a result of this delay, many 2007 related
invoices were included in accounts payable as of yearend and did not get physically paid until January 2008.

SAWS used approximately $39 million more on capital and related financing activities in 2007 than 2006. The
primary driver behind this increase was an increase in capital spending from $125.2 million in 2006 to $193.4
million in 2007. This increase pertained to a $45 million increase in spending on water resource projects, a $12
million spending increase on wastewater treatment facilities, and an $8 million increase in vehicle replacements.
During 20006, there were permitting delays in one of SAWS large water supply initiatives which limited the
amount of capital expended on water resource projects in that period. In 2007, SAWS began a significant
expansion effort at one its wastewater treatment facilities and also undertook a concerted effort to replace aging
vehicles within its’ fleet. Other factors contributing to the increased level of cash used for financing activities
was a $12.2 million decrease in impact fees received from developers and a $1.8 million increase in interest paid
during the year. Offsetting these factors was a $44.9 million increase in net proceeds from borrowings in 2007.

SAWS decreased its use of cash for investing activities by $54.4 million in 2007. During the year ended
December 31, 2007, SAWS realized a net increase in its investment portfolio of $41 million as compared to the
2006 net increase of $91 million. This decrease is primarily the result of the System’s reduction in operating cash
flows combined with the increased level of capital spending during 2007. The increase in interest earnings during
the year also served to partially reduce the amount of net cash used for investing activities in 2007.
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CERTIFIED PUBLIC ACCOUNTANTS & BUSINESS ADVISORS

Independent Auditors” Report

To the Board of Trustees
San Antonio Water System
San Antonio, Texas

We have audited the accompanying balance sheets of San Antonio Water System (“SAWS”),
a component unit of the City of San Antonio, Texas, as of December 31, 2007 and 2006, and the
related statements of revenues, expenses, and changes in equity and cash flows for the years then
ended. These financial statements are the responsibility of SAWS’ management. Our responsibility
is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and the significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of SAWS as of December 31, 2007 and 2006, and the results of its operations and
its cash flows for the years then ended, in conformity with accounting principles generally accepted
in the United States of America.

As described in Note L, SAWS changed its accounting for other post employment benefits during the
year ended December 31, 2007 as a result of the implementation of Governmental Accounting
Standards Board (“GASB”) Statement No. 45, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions. This change was prospective and, thus, it had no
effect on the financial statements for the year ended December 31, 2006.

The Management’s Discussion and Analysis, the Pension and Retirement Plans — Schedules of
Funding Progress, and Other Post Employment Benefits Plan — Schedule of Funding Progress are not
a required part of the financial statements but are supplementary information required by GASB. We
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

W,W{% LLP

Certified Public Accountants
March 27, 2008

SAN ANTONIO - AUSTIN

100 N.E. Loop 410, Suite 1100 - San Antonio, Texas 78216 - P 210.828.6281 - T 800.879.4966 - F 210.826.8606 - www.padgett-cpa.com

An Independently Owned Member of The McGladrey Network Worldwide Services through RSM International



San Antonio Water System
BALANCE SHEETS

December 31,
2007 2006
CURRENT ASSETS
Unrestricted Current Assets
Cash and cash equivalents - Note C 14,383,852 14,041,482
Investments - Note C 179,615,026 160,905,059
Accrued interest receivable 2,665,837 2,192,469
Accounts receivable, net of allowances for uncollectible
accounts of $1,379,689 and $1,286,780, respectively - Note D 43,037,036 39,951,491
Inventory - materials and supplies 4,804,858 5,075,211
Prepaid expenses and other assets 2,242 285 2,060,394
Total unrestricted current assets 246,748,894 224,226,106
Restricted Current Assets:
System Fund:
Investments - Note C:
Customer Deposits 7,857,004 6,729,233
Operating Reserve 29,567,003 28,379,974
Debt Setrvice Fund:
Cash and cash equivalents - Note C - 6,646,663
Investments - Note C 30,317,473 19,986,228
Total restricted current assets 67,741,480 61,742,098
Total current assets 314,490,374 285,968,204
NONCURRENT ASSETS
Unrestricted Noncurrent Assets
Assets Held for Resale and Other 3,056,339 3,030,458
Restricted Noncurrent Assets
Construction Funds:
Cash and cash equivalents - Note C 13,773,625 3,839,005
Investments - Note C 204,726,719 195,015,455
Unamortized Debt Issuance Costs 17,285,899 13,441,763

Capital Assets - Note E:
Utility plant in service

3,215,031,633

2,911,723,619

Less allowance for depreciation 1,002,264,446 926,250,117
2,212,767,187 1,985,473,502

Land and water rights 123,336,245 112,787,623
Construction in progress 361,191,550 372,598,111
Total capital assets (net of accumulated depreciation) 2,697,294,982 2,470,859,236

Total Noncurrent Assets

TOTAL ASSETS

2,936,137,564

2,686,185,917

3,250,627,938

2,972,154,121

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



LIABILITIES

San Antonio Water System
BALANCE SHEETS

December 31,

Current Liabilities To Be Paid From Unrestricted Assets

Accounts payable

Capital leases payable

Notes payable - Note I

Accrued vacation payable - Note G
Accrued payroll and benefits

Accrued claims payable - Note G
Accrued stormwater services

Sundry payables and accruals - Note G

Total unrestricted current liablities

Current Liabilities To Be Paid From Restricted Assets

Debt Service Fund:

Accrued interest payable
Construction funds:

Contract retainage payable

Sundry payables and accruals - Note G

Advances for construction
Customers' deposits
Revenue bonds payable within one year - Note H
Total restricted current liabilities
Total Current Liabilities

Noncurrent Liabilities
Notes payable - Note F
Accrued vacation payable - Note G
Sundry payables and accruals - Note G
Commercial paper notes - Note H

Revenue bonds payable after one year - Note H

Unamortized premium
Less unamortized loss
Less unamorttized discount
Total Noncurrent Liabilities
TOTAL LIABILITIES

EQUITY

Restricted for debt service fund
Restricted for operating reserve

2007 2006
$ 16,248,821 5,948,128
- 35,615

452,518 419,919
3,541,223 3,338,496
4,100,649 3,716,546
2,311,865 2,802,692
2,430,993 2,157,793
23,705,899 13,546,225
52,791,968 31,965,414
8,993,696 8,283,031
7,359,165 5,497,511

- 3,507,197
1,524,131 1,705,329
7,857,004 6,729,233
27,630,000 24,880,000
53,363,996 50,602,301
106,155,064 82,567,715
118,516 571,033
2,170,331 1,881,191
7,019,351 .
100,000,000 237,360,000
1,484,880,000 1,258,630,000
18,420,857 13,572,941
(26,549,709) (27,573,601)

(11,516,262)

(11,866,959)

1,574,543,084

1,472,574,605

Invested in capital assets, net of related debt

Unrestricted

TOTAL EQUITY

TOTAL LIABILITIES AND EQUITY

1,680,699,048

21,323,777
29,567,003
1,333,318,348
185,219,762

1,555,142,320

18,349,860
28,379,974
1,177,435,801
192,846,166

1,569,928,890

1,417,011,801

3,250,627,938

2,972,154,121

The accompanying notes to financial statements form an integral part of this statement.
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San Antonio Water System

STATEMENTS OF REVENUES, EXPENSES

AND CHANGES IN EQUITY
For the Years Ended December 31,

OPERATING REVENUES
Water delivery system
Water supply system
Wastewater system
Chilled water and steam system
Total operating revenues

OPERATING EXPENSES
Salaries and fringe benefits
Contractual setrvices
Material and supplies
Other charges

Less: Costs capitalized to Construction in Progress

Total operating expenses before depreciation
Depreciation expense
Total operating expenses

Operating income

NONOPERATING REVENUES
Interest earned and miscellaneous

NONOPERATING EXPENSES
Amortization of debt issuance costs
Other finance charges
Interest expense:
Revenue bonds and commercial paper
Amortized discount/premium/loss/expense
Capital leases

(Gain)/Loss on sale of capital assets

Payments to the City of San Antonio

Payments to other entities
Total nonoperating expenses

Special items - Note N
Increase in equity, before capital contributions
Capital contributions

CHANGE IN EQUITY

EQUITY, BEGINNING OF YEAR

EQUITY, END OF YEAR

2007 2006
90,710,364 104,870,864
102,361,689 118,490,848
124,163,787 124,689,938
13,101,371 13,242,504
330,337,211 361,294,244
90,611,111 84,210,071
83,243 441 82,121,408
17,947,030 16,330,211
25,712,589 20,485,936
(29,333,926) (23,244,493)
188,180,245 179,903,133
78,307,386 71,312,048
266,487,631 251,215,181
63,849,580 110,079,063
24,442,293 20,715,944
1,015,111 644,661
880,310 1,080,728
62,494,796 58,907,639
1,103,598 1,614,720
72,602 90,332
3,804 (2,266,432)
9,376,192 10,026,611
192,265 210,872
75,138,678 70,309,131
: (4,998,576)
13,153,195 55,487,300
139,763,894 126,422,569
152,917,089 181,909,869

1,417,011,801

1,235,101,932

1,569,928,890

$ 1,417,011,801

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



San Antonio Water System
STATEMENTS OF CASH FLOWS
For the years ended December 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $
Cash paid to vendors for operations
Cash paid to employees for services

Net cash provided by operating activities

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

Net cash used for noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Payment of costs associated with intangible assets
Proceeds from sale of capital assets
Proceeds from developers for plant construction
Proceeds from grants
Payment to employees for construction of plant
Payment to vendors for construction of plant
Payments for acquisition of equipment and furniture
Payments for acquisition of property and plant
Proceeds from commercial paper
Payment for retirement of commercial paper
Proceeds from revenue bonds
Payment for defeasement of revenue bonds
Payment for retirement of revenue bonds
Payment on capital leases
Payment on note payable
Payment of interest on commercial paper
Payment of interest on revenue bonds
Payment for bond related expenses
Payment for bank charges

Net cash used for capital and related financing activities

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

Net cash used for investing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, AT END OF YEAR $

2007 2006

325394220  § 358,954,030
(88,323,419) (103,050,272)
(71,006,101) (70,469,162)
166,064,700 185,434,596
(6,400,169) (6,650,196)
(203,339) (210,872)
(6,603,508) (6,861,068)
(25,881) (250,458)
260,414 3,277,803
32,926,187 45,112,123
1,977,730 990,085
(14,653,286) (11,468,833)
(14,680,640) (11,776,296)
(15,623,145) (7,495,457)
(148,432,099) (94,412,992)
115,000,000 139,360,000
(252,360,000) -
359,723,906 -
(25,000,000 -
(100,605,000) (90,415,000)
(35,616) (35,616)
(480,000) (480,000)
(3,200,728) (6,196,572)
(67,784,804) (62,947,073)
(4,859,244) (1,937,016)
(880,310) (1,080,728)
(138,732,516) (99,756,030)
(783,997,416) (851,960,782)
742,988,031 761,009,771
23,911,036 19,403,352
(17,098,349) (71,547,659)
3,630,327 7,269,839
24,527,150 17,257,311
28157477  § 24,527,150

The accompanying notes to financial statements form an integral part of this statement.
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San Antonio Water System
STATEMENTS OF CASH FLOWS
For the years ended December 31,

2007 2006
RECONCILIATION OF CASH AND CASH EQUIVALENTS PER STATEMENTS OF CASH FLOWS
TO THE BALANCE SHEETS
Cash and Cash Equivalents
Unrestricted $ 14,383,852 $ 14,041,482
Restricted
Debt Service Fund - 6,646,663
Construction funds 13,773,625 3,839,005
$ 28,157,477 $ 24,527,150

RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY OPERATING ACTIVITIES

Operating Income $ 63,849,580 $ 110,079,063
Adjustments to reconcile operating income to net cash
provided by operating activities:
Non-cash revenues from City of San Antonio (2,976,024) (3,376,415)
Charge-off of prior year construction expenditures to operating expense 551,395 2,530,753
Depreciation expense 78,307,386 71,312,048
Change in assets and liabilities:
(Increase)/Decrease in accounts receivable (3,021,931) 578,763
(Increase)/Dectease in inventory 270,353 (288,940)
(Increase)/Decrease in prepaid expenses (181,891) 50,723
Increase in accounts payable 10,300,693 1,197,432
Increase in accrued payroll and benefits 384,103 1,370,640
Increase in accrued vacation payable 491,867 261,603
Increase in unrestricted sundry payables and accruals 17,179,025 834,075
Increase in accrued stormwater services 273,200 116,742
Increase/(Decrease) in claims payables (490,827) 250,263
Increase in customers' deposits 1,127,771 517,852
Total adjustments 102,215,120 75,355,533
Net cash provided by operating activities $ 166,064,700 $ 185,434,596

NONCASH CAPITAL AND FINANCING ACTIVITIES

The system received plant contributions from developers of $104,794,913 in 2007
and $81,207,774 in 2006. These amounts are recorded as capital contributions.
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NOTES TO FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity:  On April 30, 1992, the San Antonio City Council approved Ordinance No. 75686 which
effectuated the consolidation of all city owned utilities related to water including the water, wastewater, and water

reuse systems as the San Antonio Water System (SAWS).

SAWS has been defined in City Ordinance No. 75686 as all properties, facilities, and plants currently owned, operated
and maintained by the City and/or the Board of Trustees, for the supply, treatment, transmission and distribution of
treated potable water, chilled water and steam, for the collection and treatment of wastewater and for water reuse,
together with all future extensions, improvements, purchases, repairs, replacements and additions thereto, and any
other projects and programs of SAWS provided, however, that the City retains the right to incorporate a stormwater

system as provided by the Texas Local Government Code.

The pension and retirement plans described in Note K are administered by third parties and are not a part of the

reporting entity.

This Comprehensive Annual Financial Report includes no component units. However, the operations of SAWS as

reported herewith are included as a component unit of the City of San Antonio.

Basis of Accounting: The financial statements of SAWS are prepared and presented in accordance with accounting
principles generally accepted in the United States of America for proprictary funds of governmental entities. SAWS
applies all applicable Governmental Accounting Standards Board (GASB) pronouncements as well as any Financial
Accounting Standards Board (IFASB) statements and interpretations, Accounting Principles Board opinions and
Accounting Research Bulletin’s issued on or before November 30, 1989, unless those pronouncements conflict with
or contradict GASB pronouncements. The financial statements are prepared using the accrual basis of accounting

and the economic resources measurement focus.

In 2007, SAWS implemented the following new GASB pronouncements:

e GASB Statement No. 45, Acounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions. This statement establishes standards for the measurement, recognition, and disclosure of expenses
and related liabilities associated with postemployment benefits other than pensions (OPEB’). SAWS
provides certain health care and life insurance benefits for retired employees. Prior to the adoption of this
Statement, the cost of providing these benefits was recognized on a pay-as-you-go basis by expensing the
annual premiums for this coverage. For further discussion regarding the implementation of this
pronouncement, please see Note L.

e GASB Statement No. 48, Sales and Pledges of Receivables and Future Revenues and Intra-Entity Transfers of Assets and
Future Revennes. The statement establishes criteria that governments will use to ascertain whether the proceeds
received from any sale or pledging of receivables and future revenues should be reported as revenue or as a

liability. As of December 31, 2007, SAWS has not sold or pledged any of its receivables or future revenues.
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NOTES TO FINANCIAL STATEMENTS

Recognition of Revenues: Revenues are recorded when earned. Customers’ meters are read and bills are prepared
monthly based on billing cycles. SAWS uses historical information to estimate and record earned revenue not yet
billed. The amounts of unbilled revenue receivable are $19,158,346 and $18,472,237 at December 31, 2007 and
December 31, 20006, respectively.

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

definition are reported as non-operating revenues and expenses.

Annual Budget: Sixty days prior to the beginning of each fiscal year, SAWS presents an annual budget prepared on
an accrual basis to serve as a tool in controlling and administering the management and operation of the organization.
The annual budget reflects an estimate of gross revenues and disposition of these revenues in accordance with the
flow of funds required by Ordinance No. 75686 (See Note B). The annual budget is submitted to City Council for

review and consultation.

Fund Accounting: Within SAWS’ enterprise fund accounts, separate self-balancing funds are maintained to account
for resources for various purposes, thereby distinguishing balances restricted by City Ordinance or other enabling
legislation from unrestricted resources. Interfund receivable and payable accounts have been eliminated in the

financial statements.

Core Businesses: SAWS’ operations are segregated into four core businesses as follows:

- Water Delivery — the function of distributing water to the customer

- Water Supply — the functions related to the development and provision of additional water resources

- Wastewater — the functions of collecting and treating wastewater from the user customer

- Chilled Water and Steam — the function related to providing chilled water and steam to specific customers of

SAWS

Investments:  City Ordinance No. 75686, SAWS’ Investment Policy, and Texas state law allow SAWS to invest in
direct obligations of the United States or its agencies and instrumentalities. Other allowable investments include direct
obligations of the State of Texas or its agencies and instrumentalities; secured certificates of deposit issued by
depository institutions that have their main office or a branch office in the State of Texas; defined bankers acceptances
and commercial paper; collateralized direct repurchase agreements, reverse repurchase agreements; no-load money
market mutual funds; investment pools; and other types of secured or guaranteed investments. These investments are
subject to market risk, interest rate risk, and credit risk which may affect the value at which these investments are

recorded. Investments other than money market investments are reported at fair value. Under the provisions of
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NOTES TO FINANCIAL STATEMENTS

GASB Statement No. 31, money market investments, including US Treaury and agency obligations, with a remaining

maturity at time of purchase of one year or less are reported at cost.

Accounts Receivable: Accounts receivable are recorded at the invoiced amounts. The allowance for doubtful
accounts is management’s best estimate of the amount of probable credit losses and is determined based on historical
write-off experience. Account balances are written off against the allowance when it is probable the receivable will not

be recovered.
Inventory: Inventories are valued at the lower of average cost or market.

Unamortized Debt Issuance Costs: Expenses relating to the sale of revenue bonds are amortized over the life of

the issue using the interest method.

Intangible Assets: All charges associated with expansion of SAWS’ Certificate of Convenience and Necessity (CCN)
are recorded as an intangible asset. This CCN entitles SAWS to provide water and/or wastewater services to
customers within its region. As the life of any CCN granted is indefinite, no amortization is provided. The value of
this intangible asset is to be reviewed annually. As of December 31, 2007, the balance of such charges is $296,339 and

is recorded in Assets Held for Resale and Other.

Compensated Absences: It is SAWS’ policy to accrue employee vacation pay as earned as well as the employer
portion of Social Security taxes related to the accrued vacation pay. Sick leave is not accrued as a terminating

employee is not paid for accumulated sick leave.

Self-Insurance: SAWS is self-insured for a portion of workers' compensation, employee’s health, employet’s liability,
public officials’ liability, property damage, and certain elements of general liability. A liability has been recorded for
the estimated amount of eventual loss which will be incurred on claims arising prior to the end of the period including

incurred but not reported claims.

Cash Flows Statement: For purposes of the statement of cash flows, SAWS considers all investments and time

deposits with an original maturity of 90 days or less to be cash equivalents.

Capital Assets: Assets in service are capitalized when the unit cost is greater than or equal to $1,000. Utlity plant
additions are recorded at cost, which includes materials, labor, overhead, and interest capitalized during construction.
Assets acquired through capital leases are recorded on the cost basis and included in utility plant in service. Assets
acquired through contributions, such as those from land developers, ate recorded at estimated fair market value at date
of donation. Maintenance, repairs, and minor renewals are charged to operating expense; major plant replacements
are capitalized. Capital assets are depreciated and property under capital lease is amortized on the straight-line
method. This method is applied to all individual assets except distribution mains. Groups of mains are depreciated

on the straight-line method using rates estimated to fully depreciate the costs of the asset group over their estimated
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average useful lives. The table below shows an estimated average of useful lives used in providing for depreciation of

capital assets:

Structures and improvements 50 years
Pumping and purification equipment 10 - 50 years

Distribution and transmission system 25 - 50 years

Collection system 50 years
Treatment facilities 25 years
Equipment and machinery 5 - 20 years
Furniture and fixtures 10 years
Computer equipment 5 years
Software 3 years

Capitalized Interest: Interest on debt proceeds used to finance utility plant additions is capitalized as part of the cost
of capital assets. For the years ended December 31, 2007 and 2000, interest capitalized was $9,201,400 and
$10,238,773, respectively.

Capital Contributions: Capital Contributions consist of plant contributions from developers, capital recovery fees,
and grant proceeds received from governmental agencies for facility expansion. Capital recovery fees are charged to
customers to connect to the water or wastewater system and may be used only for additional infrastructure capacity.
Capital Contributions are recognized in the statement of revenues, expenses, and changes in equity, after non-
operating revenues (expenses), when earned. Assets acquired through capital recovery fees and grant proceeds atre

included in capital assets.

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

Accordingly, actual results could differ from those estimates.

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

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

Funds Flow: City Ordinance No. 75686 requires that SAWS’ gross revenues be applied in sequence to: (1) System
Fund for payment of current maintenance and operating expenses including a two-month reserve amount based upon
the budgeted amount of maintenance and operating expenses for the current Fiscal year; (2) Debt Service Fund
requirements of Senior Lien Obligations; (3) Reserve Fund requirements of Senior Lien Obligations; (4) Interest and
Sinking Fund and Reserve Fund requirements of Junior Lien Obligations; (5) Interest and Sinking Fund and Reserve
Fund requirements of Subordinate Lien Obligations; (6) Payment of amounts required on Inferior Lien Obligations,

and (7) Transfers to the City's General Fund and to the Renewal and Replacement Fund.

Reuse Contract: SAWS has a contract with CPS Energy, the city owned electricity and gas utility, for the provision
of reuse water. According to City Ordinance No. 756806, the revenues derived from the contract have been restricted
in use to only reuse activities and are excluded from gross revenue for purposes of calculating any transfers to the

City's General Fund.

No Free Service: City Ordinance No. 75686 also provides for no free services except for municipal fire-fighting

purposes.

NOTE C - DEPOSITS AND INVESTMENTS

Deposits:  All funds of the organization are deposited at JP Morgan Chase Bank N.A., SAWS’ general depository
bank. The general depository agreement with the bank does not require SAWS to maintain an average monthly
balance. As required by state law, all SAWS’ deposits are fully collateralized and/or are covered by federal depository
insurance. At December 31, 2007, the collateral pledged is being held by the Federal Reserve Bank of New York
under SAWS’ name so SAWS incurs no custodial credit risk. As of December 31, 2007, the bank balance of SAWS’
demand and savings account was $19,186,796 and the reported amount was $14,383,852 which included $30,686 of
cash on hand. As of December 31, 2000, the bank balance of SAWS’ demand and savings account was $21,248,609
and the reported amount was $18,741,429 which included $32,550 of cash on hand.

Investments: As of December 31, 2007, all investments of SAWS, with the exception of those held in escrow, are in
Agencies of the United States and are held in safekeeping by SAWS’ depository bank, JP Morgan Chase Bank N.A.,
registered as accounts of SAWS. Funds held in escrow are Money Market Funds managed by U.S. Bank and are
invested in U.S. Treasury Obligations. As of December 31, 2007 and December 31, 2006 all investments of SAWS are

classified as current assets as they had remaining maturities of less than one year.




NOTES TO FINANCIAL STATEMENTS

SAWS had the following investments and remaining maturities at December 31, 2007 and 2006:

December 31, 2007
Investment Maturities (in Days)
Investment Type 90 days of less 91 to 180 181 t0 365 Greater Than 365 Fair Value Reported Amount
U.S. Treasury Bills $ -8 N $ $ $
US. Treasury Notes
U.S. Agency Discount Notes 83,201,836 114,990,129 25,491,329 223,683,294 223,556,326
USS. Agency Coupon Notes 77,828 802 95,776,192 5,719,957 233324951 233,191,617
Money Market Funds held in Escrow:
US. Bank 9,108,907 9,108,907 9,108,907
§ 170139545 § 210,766,321  $ 85211,280  § - § 466,117,152 § 465,856,850
December 31, 2006
Investment Maturities (in Days)
Investment Type 90 days or less 91 to 180 181 t0 365 Greater Than 365 Fair Value Reported Amount
U.S. Treasury Bills S -8 $ $ -3 N
U.S. Treasury Notes
U.S. Agency Discount Notes 132,771,163 85,274,409 25,147,839 243,193 411 243328413
US. Agency Coupon Notes 72,943,034 60,686,543 31,768,763 165,398,540 165,430,493
Money Matket Funds held in Escrow:
US. Bank 8,042,764 8,042,764 8,042,764
§ 23757061 § 145960952 S 56916602 S SS H6EMTIS S 416801670

Interest Rate Risk: As a means of limiting its exposure to fair value losses due to rising interest rates, SAWS’

investment policy limits its investments maturities to no more than five years. As of December 31, 2007 and December

31, 20006, 100% of SAWS investment portfolio was invested in maturities less than one year. Investment maturities as of

December 31, 2007 were as follows:

Maturity
Zetro to 90 days

91 to 180 days
181 to 365 days

More than one year

Percent of Portfolio
37%
45%
18%
0%
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Credit Risk: In accordance with its investment policies, SAWS manages exposure to credit risk by limiting its
investments in obligations of other states and cities to those with a credit rating of “A” or better. Additionally, any
investments in commercial paper require a rating of at least “A-1"" or “P-1”. As of December 31, 2007 and 2000,

SAWS held no direct investments with a credit rating below “AAA”.

Credit Rating Cartying Value Market Value Allocation Investment Policy Limit
December 31, 2007
AM § 4658580 § 466,117,153 1000% Max. = 100%
Total Portfolio § 4658580 § 466,117,153 1000%

December 31, 2006

AAA § 46800670 § 46,634715 100.0% Max. = 100%
Total Pottfolio § 46801670 § 46634715 100.0%
Concentration of Credit Risk: SAWS’ investment policy does not limit the amount it may invest in U.S.

Treasury securities, government-guaranteed securities, or government-sponsored entity securities. However, in order
to manage its exposure to credit risk, the investment policy does limit the amount that can be invested in any one
government-sponsored issuer to no more than 50% of the total investment portfolio, and no more than 5% of the
total investment portfolio on any non-government issuer unless it is fully collateralized. As of December 31, 2007,
SAWS has invested more than five percent of its investments in the following government-sponsored entities in the

form of discount or coupon notes:

Federal Home Loan Bank 29 %
Federal National Mortgage Association 43 %
Federal Home Loan Mortgage Corporation 22 %
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The following is a reconciliation of deposits and investments disclosed in the note to the amounts presented for cash

and investments in the balance sheets for 2007 and 20006:

December 31,
2007 2006
Reported amounts in note for:
Deposits $ 14,383,852 $ 18,741,429
Investments 465,856,850 416,801,670

Total Deposits & Investments

Totals from Balance Sheets:
Cash and Cash Equivalents:

$ 480,240,702

$ 435,543,099

Unrestricted cash and cash equivalents $ 14,383,852 $ 14,041,482
Restricted cash and cash equivalents:
Debt Service Fund - 6,646,663
Construction funds 13,773,625 3,839,005
Total cash and cash equivalents 28,157,477 24,527,150
Investments:
Unrestricted current investments 179,615,026 160,905,059
Restricted current investments:
Debt Service Fund 30,317,473 19,986,228
System Fund:
Operating reserve 29,567,003 28,379,974
Customers' deposits 7,857,004 6,729,233
Total current investments 247,356,506 216,000,494
Restricted noncurrent investments:
Construction funds 204,726,719 195,015,455

Total Cash, Cash Equivalents and Investments

§ 480,240,702

$ 435,543,099

NOTE D - ACCOUNTS RECEIVABLE

Accounts receivable, net of allowance for uncollectible accounts are broken down by core business as follows:

December 31,
2007 2006
Water Delivery $ 13,148,948 $ 10,684,681
Water Supply 13,383,904 13,527,140
Wastewater 15,317,852 14,740,894
Chilled Water & Steam 1,186,332 998,776
$ 43,037,036 $ 39,951,491
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NOTE E - CAPITAL ASSETS

A summary of capital asset activity for the year ended December 31, 2007 is as follows:

Capital Assets, not being depreciated:

Land

Acquisition of Water Rights

Construction in Progress

Total capital assets, not being
depreciated/amortized

Capital assets, being depreciated

Structures and improvements

Pumping and purification equipment

Distribution and transmission system

Treatment facilties

Equipment and machinery

Furniture and fixtures

Computer equipment

Software

Total capital assets being
depreciated/amortized

Less accumulated depreciation
Structures and improvements
Pumping and purification equipment
Distribution and transmission system
Treatment facilties

Equipment and machinery

Furniture and fixtures

Computer equipment

Software

Total accumulated depreciation

Total capital assets, being
depreciated /amortized

Capital assets, net

December 31, 2000 Increases Transfers Decreases  December 31, 2007
$ 73,068,287 $ 5474471 § $ 78,542,758
39,719,336 5,318,651 244,500 44793 487
372,598,111 289,939,756 (300,790,765) 555,552 361,191,550
485,385,734 289,939,756 (289,997,643) 800,052 484,527,795
351,341,800 1,492,392 25,145258 377,979,450
111,382,532 45,795 2,820,630 114,248,957
1,152,560,323 581,008 163,009,791 21,023 1,316,130,699
1,177,472.,528 98,339,589 2,031,672 1,273,780,445
88,460,950 11,829,027 574,904 144,325 100,720,556
4829589 2,959 99,172 4931,720
15,843,059 1,111,574 8,381 115,754 16,847,260
9,832,838 559,790 (82) 10,392,546
2911,723,619 15,623,145 289,997 643 2312774 3215,031,033
(75,113,810) (7,433,687) (82,547 497)
(18,460,771) (2,847177) (21,307,948)
(322,606,916) (28,352,311) (21,023) (350,938,204)
(436,997,177) (31,196,962) (2,020,590) (466,173,549)
(51,470,051) (5,043,246) (144,325) (56,368,972)
(3,021,029) (321,231) (3,342,260)
(11,226,088) (1,888,362) (107,120 (13,007,.830)
(7,354,275) (1,223 910) (8,578,185)
(926,250,117) (78,307,386) (2,293,058) (1,002,264,446)
1,985,473,502 (62,684,241) 289,997,643 19,716 2212767187

$ 2,470,859,236 227255515 § § 819768 §  2,097,294982
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A summary of capital asset activity for the year ended December 31, 2000 is as follows:

December 31, 2005 Increases Transfers Decreases ~ December 31, 2006

Capital Assets, not being depreciated:
Land $ 72802514 § -8 406205 § 160492 S 73,008,287
Acquisition of Water Rights 36,046,946 - 3,672,390 - 39,719,336
Construction in Progress 483,200,011 204,936,565 (308,009,736) 7529329 372,598,111
Total capital assets, not being

depreciated /amortized 592,070,131 204,936,565 (303,931,141) 7,689,821 485,385,734
Capital assets, being depreciated
Structures and improvements 311,976,988 - 39413178 48,366 351,341,800
Pumping and purification equipment 79,524,403 - 31,858,129 - 111,382,532
Distribution and transmission system 1,020,944,565 1,189,609 132,001,167 1,575,018 1,152,560,323
Treatment facilties 1,085,162,698 - 92,309,830 - 1177472528
Equipment and machinery 82,748,349 4,039,058 5,715,823 4,642,280 88,460,950
Furniture and fixtures 4822801 39,642 2491 35,435 4829589
Computer equipment 14437815 1,062,590 1,117,109 74435 15,843,059
Software 7,754,866 564,558 1,513,414 - 9,832,838
Total capital assets being

depreciated/amortized 2,607372,575 7495457 303,931,141 7,075,554 291,723,619
Less accumulated depreciation
Structutes and improvements (68,303,037) (6,824,179) - (14,000) (75,113,810)
Pumping and purification equipment (16,016,855) (2,443910) - - (18,460,771)
Distribution and transmission system (298,766,927) (25,341,949) (1,501,960) (322,006,916)
Treatment facilties (408,361,203) (28,035,914) (436997,177)
Equipment and machinery (50,358,060) (5,036,005) - (3,924,074) (51,470,051)
Furniture and fixtures (2,720,660) (333,327) - (32,958) (3,021,029)
Computer equipment (10,358,287) (1,619,478) (T51,677) (11,226,088)
Software (6,277,055) (1,077,220) - - (7.354,275)
Total accumulated depreciation (861,162,744) (71,312,048) - (6,224,675) (926,250,117)
Total capital assets, being

depreciated/amortized 1,746,209,831 (63,816,591) 303,931,141 850,879 1,985,473,502
Capital assets, net $ 2338279962 § 141119974 § - § 8540700 S 2470859236
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NOTE F - NOTE PAYABLE

During fiscal year 2000, a contract was entered into between SAWS and CPS Energy whereby SAWS acquired water
rights valued at $3,592,678 from certain CPS Energy owned properties. In exchange for these water rights, a note was
signed for 116 payments of $40,000 at an interest rate of 7.5%. The liability as of December 31, 2007, is reflected on
the balance sheet for both the current portion of $452,518 and long-term amount of $118,516. The following is a

summary of future obligations under this note payable:

CPS Energy Note Payable
Year Ending

December 31, Principal Interest Requirements
2008 $ 452,518 $ 27,482 $ 480,000
2009 118,516 1,484 120,000
Total $ 571,034 $ 28,966 $ 600,000

NOTE G - OTHER LIABILITIES
Accrued Vacation Payable: SAWS records an accrual for vacation payable for all full time employees and pays

unused vacation hours available at the end of employment with the final paycheck.

Liability Liability
Balance at Balance at Estimated
Beginning of Current-Year End of Due Within
Fiscal Year Accruals Payments Fiscal Year One Year
Year Ended
December 31, 2006 $ 4,958,084 $ 3,600,099 $ (3,338,4906) $ 5,219,687 $ 3,338,496
Year Ended
December 31, 2007 $ 5,219,687 $ 4,033,089 $ (3,541,223) $ 5,711,553 $ 3,541,223

Sundry Payable and Accruals: SAWS had sundry payables and accruals totaling $30,725,250 and $17,053,422 as of
December 31, 2007 and 2000, respectively. A detailed breakdown of amounts included in these totals is provided in

the table below:

2007 2006

Accrued ordinance payments to City $ 548,144 $ 594,583
Sewer service collections payable 304,423 331,565
Payroll liabilities 3,964,251 4,780,494
Unfunded Other Postemployment Benefits 13,217,079 -
Miscellaneous accruals 7,109,848 5,937,848
Contingency accrual 3,000,000 3,896,594
Utility accrual 1,721,468 834,342
Unclaimed property 211,048 183,814
Unearned revenues 648,989 494,182

Total Sundry Payable and Accruals $ 30,725,250 $ 17,053,422

A portion of Sundry Payables and Accruals has been classified as long-term. The long-term portion consists of Other

Postemployment Benefits that are not expected to be paid within the next year.
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Risk Management: SAWS 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. SAWS is self administered and self-insured
for the first $500,000 of each worket's compensation, general liability, automobile liability and public official's liability
claim and for the first $250,000 for each pollution legal liability claim. Claims that exceed the self-insured retention
limit are covered through SAWS’ comprehensive commercial insurance program. For the year ended December 31,
2007, there were no reductions in insurance coverage from the previous year and there was one claim incurred during
the period that exceeded the self-insured retention limit. Settled claims have never exceeded the insurance coverage in
any year. SAWS has recorded accrued claims liability in the amount of $2,311,865 as of December 31, 2007, which is
reported as a current liability. The claims liability, including incurred but not reported claims, is based on the
estimated ultimate cost of settling the claims. Changes in the liability amount for the last three fiscal years were as

follows:

Balance at Balance at
Beginning of Fiscal Estimated
Fiscal-Year Current-Year Year-End Due Within
Liability Accruals Payments Liability One Year

Year Ended
December 31,2007  $ 2,802,692 $ 2,550,272  $ (3,041,099) $ 2,311,865 $ 2,311,865

Year Ended
December 31, 2006 $ 2,552,429 $ 2,002,809 $ (1,752,546) $ 2,802,692 $ 2,802,692

Year Ended
December 31,2005  $ 2,477,402  $ 1,541,697 $ (1,466,670) $ 2,552,429 $ 2,552,429

NOTE H - LONG TERM DEBT

REVENUE BONDS

On January 23, 2007, SAWS issued $8,070,000 City of San Antonio, Texas Water System Junior Lien Revenue and
Refunding Bonds, Series 2007 through the Texas Water Development Board. The bonds were sold under the Federal
Cross Cutter Program with interest rates ranging from 1.70% to 2.40%. The proceeds from the sale of the bonds
were used to (i) finance capital improvement projects which qualify under the Texas Water Development Board
program, (ii) refund $550,000 in outstanding commercial paper notes, and (iii) pay the cost of issuance. The bonds are
secured together with other currently outstanding Junior Lien Obligations solely by a lien on a pledge of net revenues

and are subordinate to outstanding Senior Lien Obligations.

On January 23, 2007, SAWS issued $35,375,000 City of San Antonio, Texas Water System Junior Lien Revenue and
Refunding Bonds, Series 2007A through the Texas Water Development Board. The bonds were sold under the State
Revolving Fund (SRF) Program with interest rates ranging from 2.70% to 3.40%. The proceeds from the sale of the
bonds were used to (i) finance capital improvement projects which qualify under the Texas Water Development Board
program, (ii) refund $14,200,000 in outstanding commercial paper notes, and (iii) pay the cost of issuance. The bonds

are secured together with other currently outstanding Junior Lien Obligations solely by a lien on a pledge of net
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revenues and are subordinate to outstanding Senior Lien Obligations.

On February 22, 2007, SAWS issued $311,160,000 City of San Antonio, Texas Water System Revenue Refunding
Bonds, Series 2007. The proceeds from the sale of the bonds were used to (i) refund $49,950,000 City of San
Antonio, Texas Water System Revenue Refunding Bonds, Series 1997 (Series 1997 Bonds), (if) refund $237,610,000 in
outstanding commercial paper notes, (iii) advance refund $25,775,000 City of San Antonio Water System Revenue
Bonds, Series 2002-A (Series 2002-A Bonds), and (iv) pay the cost of issuing the bonds. In addition to the bond
proceeds used to refund $49,950,000 Series 1997 Bonds, SAWS utilized $25,000,000 of renewal and replacement funds
to redeem the remaining balance of the Series 1997 Bonds. The refunding of the Series 1997 Bonds reduced total
debt service payments over the next nine years by approximately $8.9 million and resulted in an economic gain
(difference between the present values of the old and new debt service payments) of approximately $3.1 million. The
advance refunding of the Series 2002-A Bonds reduced total debt service over the next 11 years by approximately $2

million and provided an economic gain of approximately $1.5 million.

On May 15, 2006, SAWS redeemed the $68 million outstanding balance of its Series 1996 Senior Lien Bond
obligations at a 2% premium. These bonds were refunded through the issuance of tax exempt commercial paper.
The redemption of fixed-rate debt with lower coupon vatiable-rate debt provided cash savings to SAWS of

approximately $809,000 for 2000.

Senior Lien Water System Revenue Bonds, comprised of Series 2001, Series 2002, Series 2002-A, Series 2004, Series
2005 and Series 2007, outstanding in the amount of $1,153,935,000 at December 31, 2007, are collateralized by a
senior lien and pledge of the gross revenues of SAWS after deducting and paying the current expenses of operation

and maintenance of SAWS and maintaining a two-month operating reserve for such expenses.

Junior Lien Water System Revenue Bonds, comprised of Series 1999, Series 1999-A, Series 2001, Series 2001-A, Series
2002, Series 2002-A, Series 2003, Series 2004, Series 2004-A, Series 2007 and Series 2007-A outstanding in the amount
of $244,585,000 at December 31, 2007, are collateralized by a junior lien and pledge of the gross revenues of SAWS
after deducting the current expenses of operation and maintenance of SAWS, maintaining a two-month operating

reserve for such expenses, and paying debt service on senior lien debt.

Subordinate Lien Water System Revenue Bonds, comprised of Series 2003-A and 2003-B, outstanding in the amount
of $113,990,000 at December 31, 2007, are collateralized by a subordinate lien and pledge of the gross revenues of
SAWS after deducting and paying the current expenses of operation and maintenance of SAWS, maintaining a two-

month operating reserve for such expenses, and paying debt service on senior lien and junior lien debt.
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The following summarizes transactions of the revenue bonds for the years ended December 31, 2007 and 20006:

Bonds Payable
Less Deferred Amounts:
For issuance discounts/

premiums/losses

Total Bonds Payable, Net

Balance
Jan. 1, 2007

Additions

Reductions

Balance
Dec. 31, 2007

Due Within
One Year

$ 1,283,510,000

$  (25,867,619)

$ 354,605,000

$ 5,118,906

$ 125,605,000

$  (1,103,598)

$ 1,512,510,000

$  (19,645,115)

$ 27,630,000

$ -

$ 1,257,642,381

$ 359,723,906

$ 124,501,402

$ 1,492,864,885

$ 27,630,000

Bonds Payable
Less Deferred Amounts:
For issuance discounts/

premiums/losses
Total Bonds Payable, Net

Balance Balance Due Within
Jan. 1, 2006 Additions Reductions Dec. 31, 2006 One Year
$ 1,373,925,000 $ - $ 90,415,000 $ 1,283,510,000 $§ 24,880,000

$  (25871,175)

$  (2,942,623)

$  (2,946,179)

$  (25,867,619)

$ -

S 1,348,053,825

$  (2,942,623)

S 87,468,821

$ 1,257,642,381

$ 24,880,000

The following table shows the annual debt service requitements on SAWS’ debt obligations for each of the next five
years and then in five year increments after that.
Annual Debt Service Requirements
Revenue and Refunding Bonds
Year Ended
December 31 Senior Lien unior Lien Subotdinate Lien
Principal Interest Principal Interest Principal Interest
2008 $ 15,505,000 $ 56,643,327 $ 9,750,000 $ 8,009,433 $ 2,375,000 $ 4,764,782
2009 17,655,000 55,873,620 11,990,000 7,690,363 2,485,000 4,665,507
2010 16,535,000 55,048,863 14,305,000 7,313,808 2,600,000 4,561,634
2011 17,340,000 54,224.985 14,745,000 6,885,345 2,720,000 4,452,954
2012 18,195,000 53,365,957 15,205,000 6,425,968 2,840,000 4,339,258
2013 - 2017 108,970,000 251,077,264 84,335,000 24,051,784 16,265,000 19,803,586
2018 - 2022 174,470,000 215,724,776 72,110,000 9,095,792 20,320,000 16,080,251
2023 - 2027 260,955,000 160,059,448 22,145,000 1,359,161 25,405,000 11,426,866
2028 - 2032 183,460,000 100,963,255 - - 31,740,000 5,611,441
2033 - 2037 219,325,000 57,871,262 - - 7,240,000 302,632
2038 - 2040 121,525,000 9,284,125 - - - -
$  1,153,935,000 $ 1,070,136,882 $ 244585000 $ 70,831,654 $ 113,990,000  $ 76,008,911

Pay-Fixed, Receive-Variable Interest Rate Swap

Objective of the Interest Rate Swap: On March 27, 2003, SAWS entered into an interest rate swap agreement in

connection with its City of San Antonio, Texas, Water System Subordinate Lien Revenue and Refunding Bonds, Seties
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2003-A and 2003-B (the Series 2003 Bonds) issued in a variable interest rate mode. The Series 2003 Bonds were
issued to provide funds for SAWS’ Capital Improvements Program and to refund certain outstanding commercial
paper notes. The swap was used to hedge interest rates on the Series 2003 Bonds to a synthetic fixed rate that

produced a lower than expected interest rate cost than traditional long term fixed rate bonds.

Terms: The terms, including the counterparty credit ratings of the outstanding swap, as of December 31, 2007, are
included in the table below. SAWS’ swap agreement contains scheduled reductions to the outstanding notional
amounts that are expected to follow scheduled reductions in the associated bonds. The Series 2003 Bonds were issued
on March 27, 2003, with a principal amount of $122,500,000. The swap was structured to match the principal
amortization structure and dates of the Series 2003 Bonds. The counterparty to the swap is Bear Stearns Financial
Products, Inc. (Bear Stearns FPI), with the index for the variable rate leg of the SWAP being the Securities Industry
and Financial Markets Association (SIFMA) Municipal Swap Index.

CP Rating Variable Fixed Market
Related by Moody's/ Rate Rate Value at
Bonds Maturity Counterparty S&P/Fitch Received Paid December 31, 2007
Series
2003
Bonds May 1, 2033 Bear Stearns FPI Aaa/AAA/AAA SIFMA 4.18% $ (6,276,816)

The combination of variable rate bonds and a floating-to-fixed swap creates a synthetic fixed-rate issue. The synthetic
fixed-rate protects against the potential of rising interest rates in conjunction with SAWS’ Series 2003 Bonds issued in

a weekly mode and achieved a lower fixed rate than in the traditional fixed rate bond market at the time of issuance.

Fair Value: The swap had a negative fair value as of December 31, 2007, of $6,276,816. This value was calculated
using the zero-coupon method. This method calculates the future net settlement payments required by the swap,
assuming that the current forward rates implied by the yield curve correctly anticipate future spot interest rates. These
net payments are then discounted using the spot rates implied by the cutrent yield curve for hypothetical zero-coupon

bonds due on the date of each future net settlement on the swap.

Credit Risk: As of December 31, 2007, SAWS was not exposed to credit risk on its outstanding swap because the
swap had a negative fair value. However, should interest rates change and the fair value of the swap become positive,
SAWS would be exposed to credit risk in the amount of the swap’s fair value. The swap counterparty, Bear Stearns
FPI, was rated AAA by Fitch Ratings and Standard & Poor’s and Aaa by Moody’s Investors Services as of December
31, 2007. The swap agreement contains a collateral agreement with the counterparty. Collateralization of the fair
value of the swap is required should Bear Stearns FPI credit rating fall below the applicable thresholds in the

agreement. For additional discussion, please refer to Note N.

Basis Risk: SAWS is exposed to basis risk to the extent that the interest payments on its variable-rate bonds do not
match the variable-rate payments received on the associated swap. SAWS attempts to mitigate this risk by (a)

matching the notional amount and amortization schedule of the swap to the principal amount and amortization
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schedule of the Series 2003 Bonds, and (b) selecting an index for the variable-rate leg of the swap that is reasonably
expected to closely match the interest rate resets on the Series 2003 Bonds over the life of the issue. For additional

discussion, please refer to Note N.

Termination Risk: SAWS may terminate the Swap at any time for any reason. Bear Stearns FPI may terminate the
swap if SAWS fails to perform under the terms of the agreement. SAWS’ ongoing payment obligations under the
swap are insured and Bear Stearns FPI cannot terminate as long as the insurer does not fail to perform. If the swap
should be terminated, the Series 2003 Bonds would no longer carry synthetic fixed interest rates. Also, if at the time
of the termination the swap has a negative fair value, SAWS would be liable to the counterparty for a payment equal to

the swap’s fair value.

Swap Payments and Associated Debt: As of December 31, 2007, debt service requitements of the variable-rate
debt and net swap payments, assuming current interest rates remain the same, are as detailed below. As rates vary,

variable-rate bond interest payments and net swap payments will vary.

Pay-Fixed, Receive-Variable Interest Rate Swap
Estimated Debt Service Requirements of Variable-Rate

Debt Outstanding and Net Swap Payments

Variable-Rate Bonds Interest Rate
Year Principal Interest Swap, Net Total
2008 2,375,000 3,898,458 866,324 $ 7,139,782
2009 2,485,000 3,817,233 848,274 7,150,507
2010 2,600,000 3,732,246 829,388 7,161,634
2011 2,720,000 3,643,326 809,628 7,172,954
2012 2,840,000 3,550,302 788,956 7,179,258
2013 - 2017 16,265,000 16,202,934 3,600,652 36,068,586
2018 - 2022 20,320,000 13,156,569 2,923,682 36,400,251
2023 - 2027 25,405,000 9,349,254 2,077,612 36,831,866
2028 - 2033 31,740,000 4,591,179 1,020,262 37,351,441
2033 7,240,000 247,608 55,024 7,542,632
Total $ 113,990,000 $ 62,189,109 $ 13,819,802 $ 189,998,911

OTHER DEBT MATTERS
Debt Covenants:  SAWS is required to comply with various provisions included in the ordinances which authorized

the bond issuances. SAWS is in compliance with all significant provisions of the ordinances.

Defeasance of Debt: In current and prior years, SAWS defeased certain revenue bonds by placing revenues or
proceeds of new bond issues in an irrevocable trust to provide for all future debt service payments on the old bonds.
Accordingly, the trust accounts’ assets and liabilities for the defeased bonds are not included in SAWS’ financial

statements. At December 31, 2007, $125,540,000 of bonds outstanding were considered defeased.
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COMMERCIAL PAPER PROGRAM
SAWS maintains a commercial paper program that is used to provide funds for the interim financing of a portion of

its capital improvements.

On November 17, 2005, the City Council of the City of San Antonio approved the expansion of the commercial paper
program from $350 million to $500 million. The increase in the program provides additional interim financing capacity
for the increased level of future expenditures on water resource projects. Notes payable under the program cannot

exceed maturities of 270 days.

The City has covenanted in the Ordinance authorizing the commercial paper program (the Note Ordinance) to
maintain at all times credit facilities with banks or other financial institutions which would provide available borrowing
capacity sufficient to pay the principal of the commercial paper program. The credit facility is maintained under the

terms of a revolving credit agreement.

The issuance of commercial paper is further supported by the following agreements and related participants:
* Dealer Agreements with Goldman, Sachs & Co., J.P. Morgan Securities Inc., and Ramirez & Co., Inc.
* Revolving Credit Agreement with Bank of America, N.A.

* Issuing and Paying Agency Agreement with The Bank of New York.

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 (i) borrowing

under and pursuant to the Revolving Credit Agreement.

Commercial paper notes of $100,000,000 are outstanding as of December 31, 2007. The proceeds of the notes have
been used solely for financing capital improvements. Consistent with prior years, commercial paper has been
classified as long-term in accordance with the refinancing terms of the Revolving Credit Agreement. Interest rates on
the notes outstanding at December 31, 2007 range from 3.08% to 3.72% and maturities range from 29 to 131 days.
The outstanding notes had an average rate of 3.34% and averaged 86 days to maturity. The following summarizes

commercial paper program transactions for the years ended December 31, 2007 and 20006:

Outstanding Outstanding
Notes Notes
at Beginning Notes Notes at End
of Year Issued Retired of Year
Year Ended
December 31, 2007 $ 237,360,000 $ 115,000,000 $ 252,360,000 $ 100,000,000
Year Ended
December 31, 2006 $ 98,000,000 $ 139,360,000 $ - $ 237,360,000

NOTE I - CONTINGENCIES AND COMMITMENTS

As of December 31, 2007, SAWS has various commitments relating to the production of future water supplies. A
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summary of these commitments for the nex rears is provided below. As with any estimates, the actual amounts
y of th tments for th t 30y provided bel As with any estimates, the actual t

paid could differ materially.

2008 2009 2010 2011 2012 Thereafter
Fitm purchased water obligations § 5024294 § 514333 § 5207887 § 4372148 § 4479532 § 156432418
Firm purchased water obligations (acte feet) 7.843 7.843 7,843 5,500 5,500 108,000
Variable purchased water obligations (acte feet) ~ § 6,151,644 § 6300,101 § 6458374 § 06623963 § 6798397 §  66,018470
Variable purchased water obligations 6,800 6,800 6,800 6,800 6,800 53,850
Leased water rights § 2582015 § 2219658 § 2031521 § 3083043 § 2192388 § 66,054,644

SAWS’ firm and variable purchased water obligations relate to the contractual commitments made in connection with
SAWS’ wholesale water contracts with the Guadalupe Blanco River Authority (GBRA) and two wholesale agreements
for the supply of raw water from the Trinity Aquifer. All water provided under these contracts is subject to
availability. Under the contract with GBRA, SAWS will receive between 4,000 and 10,750 acre feet of water annually
during the years 2008-2037 at prices ranging from $916 to approximately $2,411 per acre foot. SAWS has an option

to extend this contract until 2077 under new payment terms.

In 2002, SAWS entered into a wholesale contract with the Massah Development Corporation to deliver raw water
from the Lower Glen Rose/Cow Creek formations of the Trinity Aquifer in northern Bexar County. SAWS
determined the sustainable yield of the project to be 4,685 acre-feet. Under this contract, SAWS is required to take or
pay for 50% of the determined sustainable yield of the project, or 2,343 acre-feet annually from 2008 — 2010 at prices
ranging from $391 - $425 per acre-foot.

In 2006, SAWS renegotiated the terms of a contract with Sneckner Partners, Ltd. to supply raw water from the Trinity
Aquifer. Under this contract, SAWS is required to take or pay for 1,500 acre-feet annually at a minimum annual cost
of $225 per acre-foot through 2020. SAWS has an option to extend the contract through 2026, if it desires. As part
of this contract, SAWS agreed to make payments quarterly for any residential customers within a defined, currently
undeveloped geographical area that begin taking water service from SAWS. While it is impossible to estimate the
exact amount of any potential future payments associated with this provision of the agreement, management estimates

of this potential contingent liability are less than $5 million.

SAWS has entered into water leases to obtain rights to pump water out of both the Edwards and Carrizo aquifers.
The term of these agreements vary, with some expiring as carly as 2008 and others continuing until cancelled by
SAWS. In 2008, the annual cost per acre foot for water leases from the Edwards Aquifer ranges from $77 - $127
annually. In 2008, SAWS will pay a series of reservation fees, which begin at $§15 per surface acre leased, for its
Carrizo Aquifer leases. Once the project commences production, the annual cost per acre foot for water leases will

begin at $62.50. All Carrizo Aquifer leases and certain Edwards Aquifer leases contain future price escalators.
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SAWS is also committed under various contracts for completion of construction or acquisition of utility plant totaling
approximately $243.4 million as of December 31, 2007. Funding of this amount will come from excess revenues,

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

SAWS is the subject of vatious claims and potential litigation, which arise in the ordinary course of its operations.
Management, in consultation with legal counsel, makes an estimate of potential costs that are expected to be paid in
the future as a result of known claims and potential litigation and records this estimate as a contingent liability. The
amount of such contingent liability totaled $3 million at December 31, 2007 and $3.9 million at December 31, 2006.
While the exact amount of any potential liability that may arise from these claims and potential litigation is

indeterminable, management believes that the amounts recorded are a reasonable estimate.

During 2007, the Environmental Protection Agency Region 6 (EPA) informed SAWS that the agency intended to
institute an enforcement action based on reported sewer overflows related to the operation of SAWS’ wastewater
treatment plants and collection system under SAWS’ Texas Pollutant Discharge Elimination System (TPDES)
permits. The EPA has alleged that certain aspects of SAWS’ operations constitute violations of the Clean Water Act.
SAWS is vigorously defending these claims while also pursuing settlement negotiations with EPA and the Department
of Justice (DOJ). These settlement discussions may result in SAWS, EPA and DOJ entering a civil Consent Decree to
resolve the EPA’s allegations. Such a Consent Decree may impose injunctive relief in the form of required capital
construction projects, increased operational costs and civil penalties. As these negotiations are in a preliminary stage,

the range of cost of any injunctive relief can not be reasonably estimated.

NOTE J - STORMWATER PROGRAM
The Stormwater Program is a federally mandated program, under the Environmental Protection Agency, for the

monitoring of the quality and quantity of pollution found in rain runoff.

The City of San Antonio and SAWS have administrative responsibility for the Stormwater Program and have entered
into an interlocal agreement, which establishes the entities’ respective responsibilities. SAWS’ responsibility includes
various aspects of data collection and analysis related to the water quality of stormwater as well as responsibility for
customer billings and collection. Costs incurred by SAWS related to the Stormwater Program are reflected as

expenses and are reimbursed by the City. Such reimbursements are included in Water Supply operating revenues.

The following information provides a summary of the operations of the Stormwater Program for the years ended

December 31, 2007and 2006:

December 31,
2007 2006
Revenue $ 3,061,371 3,058,385
Expense 3,798,499 3,163,546
Revenues under Expense $ (737,128) (105,161)
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As defined in City Ordinance No. 75686, the Stormwater Program is not considered a part of SAWS and as such,
revenues generated by the Stormwater Program are used to pay expenses of the Stormwater Program but are not

available for debt service or for transfer to the City of San Antonio.

NOTE K - PENSION AND RETIREMENT PLANS

SAWS’ retirement program includes benefits provided by the Texas Municipal Retirement System, the San Antonio
Water System Retirement Plan, the San Antonio Water System Deferred Compensation Plan, and Social Security. The
following information related to the Texas Municipal Retirement System was prepared as of December 31, 2006, while

the information related to the San Antonio Water System Retirement Plan has been prepared as of January 1, 2007.

Texas Municipal Retirement System

The Texas Municipal Retirement System (TMRS) was established in 1948 as a retirement and disability pension system
for municipal employees in the State of Texas. It is administered in accordance with the Texas Municipal Retirement
System Act (the Act), Subtitle G of Title 110B, Revised Civil Statutes of Texas, 1925 as amended, and is governed by a
Board of Directors appointed by the Governor of Texas in accordance with the Act. TMRS issues a publicly available
financial report that includes financial information related to participating municipalities.

The report may be obtained by contacting TMRS at the following:

P.O. Box 149153
Austin, Texas 78714-9153
Telephone: 1-800-924-8677
Website: www.TMRS.com

Plan Description: SAWS provides pension benefits for all of its full-time employees through a nontraditional, joint
contributory, hybrid defined benefit plan in the state-wide Texas Municipal Retitement System (TMRS), one of 821

administered by TMRS, an agent multiple-employer public employee retirement system.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and SAWS financed
monetary credits, with interest. At the date the plan began, SAWS granted monetary credits for service rendered
before the plan began of a theoretical amount equal to two times what would have been contributed by the employee,
with interest, prior to the establishment of the plan. Monetary credits for service since the plan began are a percentage
(100%, 150%, 200%) of the employee's accumulated contributions. In addition, SAWS can grant as often as annually
another type of monetary credit referred to as an updated service credit which is a theoretical amount that when added
to the employee's accumulated contributions and the monetary credits for service since the plan began, would be the
total monetary credits and employee contributions accumulated with interest if the current employee contribution rate
and employer matching percent had always been in existence and if the employee's salary had always been the average

of his salary in the last three years that are one year before the effective date. At retirement, the benefit is calculated as
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if the sum of the employee's accumulated contributions with interest and the employer-financed monetary credits with

interest were used to purchase an annuity.

Members can retire at ages 60 and above with 5 or more years of service or with 20 years of service regardless of age.
A member is vested after 5 years. The plan provisions are adopted by SAWS within the options available in the state

statutes governing TMRS and within the actuarial constraints also in the statutes.

Contributions: The contribution rate for the employees is 3% of salary. SAWS’ matching percent ratio is currently 1
to 1, as adopted by SAWS. Under the state law governing TMRS, the actuary annually determines SAWS contribution
rate using the unit credit actuarial cost method. This rate consists of the normal cost contribution rate and the prior

service cost contribution rate, both of which are calculated to be a level percent of payroll from year to year.

The normal cost contribution rate finances the currently accruing monetary credits due to SAWS matching percent,
which are the obligation of SAWS as of an employee's retitement date, not at the time the employee's contributions
are made. The normal cost contribution rate is the actuarially determined percent of payroll necessary to satisfy the
obligation of SAWS to each employee at the time his/her retitement becomes effective. The prior setvice
contribution rate amortizes the unfunded (overfunded) actuarial liability (asset) over the remainder of the plan's 25-
yeat amortization period.

Both the employees and SAWS make contributions monthly. Since SAWS needs to know its contribution rate in
advance for budgetary purposes, there is a one-year delay between the actuarial valuation that is the basis of the rate
and the calendar year when the rate goes into effect (i.e. December 31, 20006, valuation is effective for rates beginning

January 2008).

The following tables summarize the calculation of SAWS’ net pension obligation and total contributions made to

TMRS for the last three fiscal years:

Texas Municipal Retirement System
Calculation of Net Pension Obligation (NPO)

Percentage of
Annual Required Annual Pension APC
Year Contribution (ARC) Cost (APC) Contributed NPO Balance

2007 $ 2,386,492 $ 2,386,492 100% $ -
2006 $ 2,197,131 $ 2,197,131 100% $ -
2005 $ 2,100,567 $ 2,100,567 100% $ -
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Texas Municipal Retirement System
Schedule of Contributions

2007 2006 2005
Employer Contribution $ 2,386,492 $ 2,197,131 $ 2,100,567
Employee Contribution $ 2,073,646 $ 1,973,942 $ 1,916,701
Employer Contribution Rate 3.45% 3.34% 3.31%

Required Three - Year Trend Information:

The Schedules of Funding Progress for the last three fiscal years as required under GASB Statement No. 27 are
located in the “Required Supplementary Information” section of this report. The Schedules are designed to provide
information about SAWS’ progress in accumulating sufficient assets to pay benefits due. A summary of the actuarial

assumptions utilized in preparing these schedules is as follows:

Texas Municipal Retirement System
Actuarial Assumptions

Actuarial Cost Method Unit Credit
Amortization Method Level Percent of Payroll
Remaining Amortization 25 Years - Open Period
Asset Valuation Method Amortized Cost
Investment Rate of Return 7%
Projected Salary Increases None
Includes Inflation At 3.5%
Cost of Living Adjustments None

Pending Changes to Actuarial Assumptions:
At its December 8, 2007 meeting, the TMRS Board of Trustees adopted actuarial assumptions to be used in the
actuarial valuation for the year ended December 31, 2007. A summary of actuarial assumptions and definitions can be

found in the December 31, 2007 TMRS Comprehensive Annual Financial Report (CAFR).

Since its inception, TMRS has used the traditional Unit Credit actuarial funding method. This method accounts for
liability accrued as of the valuation date but does not project the potential future liability of the provisions adopted by
a participating government. Two-thirds of governments participating in TMRS have adopted the Updated Service
Credit and Annuity Increases provisions on an annually repeating basis. These provisions are considered to be
“committed” benefits (or likely to be guaranteed); as such, the TMRS Board has adopted the Projected Unit Credit
(PUC) actuarial funding method, which facilitates advance funding for future updated service credits and annuity
increases that are adopted on an annually repeating basis. For the December 31, 2007 valuation, the TMRS Board

determined that the PUC method will be used.
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In addition, the Board also adopted a change in the amortization period from a 25 year — open period to a 25 year —
closed period. TMRS Board of Trustee rules provide that, whenever a change in actuarial assumptions or methods
results in a contributions rate increase in an amount greater than 0.5%, the amortization period may be increased up to
30 years, unless a participating government requests that the period remain at 25 years. For governments with
repeating features, these changes will likely result initially in higher required contributions and lower funded ratios. To
assist in this transition to higher rates, the Board also approved an eight-year phase-in period, which will allow
governments the opportunity to increase their contributions gradually (approximately 12.5% each year) to their full

rate (or their required contribution rate).

Using demographic data from the December 31, 2006 valuation, TMRS’ actuary has made calculations with the new
actuarial assumptions. For governments with annually repeating benefits, those calculations resulted in estimated

higher contribution rates, increased unfunded actuarial liabilities, and lower funded ratios.

SAWS adopted the Updated Service Credit provision in 1992, on a repeating basis. Additionally, SAWS adopted

annuity increases for its retirees, on a repeating basis in 1992 equal to 70% of the change in the consumer price index.

Once completed, the December 31, 2007 TMRS wvaluation will determine SAWS’ contribution rate for 2009.
Preliminary calculations performed by TMRS indicate that SAWS’ full annual contribution in 2009 could increase by
approximately $1.2 million if a 25 year-closed period amortization is elected and no changes in benefits are made.
SAWS is currently evaluating its options relating to benefits, amortization period and phased-in funding; however, no

final decision has been made at this time.

San Antonio Water System Retirement Plan

Plan Description: The San Antonio Water System Retirement Plan is a single-employer defined benefit pension plan
controlled by the provisions of Ordinance No. 75686, which serves as a supplement to TMRS and Social Security.
The plan is governed by SAWS which may amend plan provisions and which is responsible for the management of
plan assets. SAWS has delegated the authority to manage certain plan assets to Principal Financial Group.

SAWS provides supplemental pension benefits for all persons customarily employed at least 20 hours per week and
five months per year through this defined benefit pension plan. Employees are eligible to participate in the plan on
January 1 of the calendar year following date of hire. A member does not vest in this plan until completion of five

years of service.

Covered employees are cligible to retire upon attaining the normal retirement age of 65. An employee may eclect eatly
retirement, with reduced benefits, upon attainment of (i) 20 Years of vesting service regardless of age or (ii) five years

of vesting service and at least age 60.

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

The normal retitement benefit under the Principal contract is equal to the following:

1. 1.2% of the Average Compensation, times years of credited service not in excess of 25 years, plus
2. 0.75% of the Average Compensation, times years of credited service in excess of 25 years but not in excess
of 35 years, plus

3. 0.375% of the Average Compensation, times years of credited service in excess of 35 years.

Upon retirement, an employee must select from one of seven alternative payment plans. Hach payment plan provides
for monthly payments as long as the retired employee lives. The options available address how plan benefits are to be
distributed to the designated beneficiary of the retired employee. The program also provides death and disability

benefits.

An employee is automatically 100% vested upon attainment of age 65 or upon becoming totally and permanently
disabled. Benefits for retired employees are fully guaranteed at retirement. The pension plan’s unallocated insurance
contracts are valued at contract value. Contract value represents contributions made under the contract, plus interest
at the contract rate, less funds used to purchase annuities or pay administrative expenses charged by the Principal
Financial Group. Funds under the contract that have been allocated and applied to purchase annuities are excluded

from the pension plan’s assets. The pension plan’s unallocated separate accounts are valued at fair value.

Actuarially Determined Contribution Requirements and Contributions Made: The plan's funding policy
provides for actuarially determined periodic contributions so that sufficient assets will be available to pay benefits
when due. The actuarial cost method is known as the Entry Age Normal-Frozen Initial Liability Method. This
method estimates the total cost of the projected pension benefits for each employee evenly from the date the
employee is first eligible for the plan to the employee's assumed retitement age. As plan benefits are related to
compensation, the cost is spread as a level percentage of compensation. The total of annual amounts for all
employees combined is called the Normal Cost. The employee’s Entry Age is determined as if the plan had always
been in existence. As of the plan effective date, there are some accumulated Normal Costs for past years that have

not been paid. The value of these costs is called the Frozen Initial Liability.

In subsequent years the Frozen Initial Liability is reduced by employer deposits to the plan in excess of employer
Normal Cost and interest requirements. This reduced amount is known as the Unfunded Frozen Initial Liability.
Contribution requirements are established and may be amended by SAWS. Active members are not required to
contribute to the plan. Any obligation with respect to the pension plan shall be paid by SAWS. The actuarial
valuation which was performed for the plan year ended December 31, 2000, reflects an unfunded frozen initial liability

of $15,457,890.
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San Antonio Water System Retirement Plan
Calculation of Net Pension Obligation (NPO)

Percentage of

Plan Annual Required  Annual Pension APC

Year Contribution (ARC) Cost (APC) Contributed NPO Balance
2007 $ 4,709,835 $ 4,709,835 100%  $ -
2006 $ 4,575,083 $ 4,575,083 100%  $ -
2005 $ 3,689,167 $ 3,689,167 100%  $ -

If the Normal Cost or Unfunded Frozen Initial Liability becomes negative through the normal operation of the plan,
the Unfunded Frozen Initial Liability will be reestablished using the Entry Age Normal method. If the
reestablishment would result in a negative Normal Cost or Unfunded Frozen Initial Liability, the method will be
changed to the aggregate method. If the actuarial value of assets exceeds the total present value of benefits, the

Ageregate Normal Cost will be zero. Then the Frozen Initial Liability will be reestablished when a positive Entry Age
Normal un-funded liability results from a change in assumptions or a plan amendment. A summary of the actuarial

assumptions utilized in determining SAWS’ contribution requirements is as follows:

San Antonio Water System Retirement Plan
Actuarial Assumptions

Actuarial Cost Method Entry Age Normal - Frozen
Initial Liability Period

Amortization Method Level Dollar

Remaining Amortization Period 30 Years - Closed Period

Asset Valuation Method Amortized Cost

Investment Rate of Return 8.00%

Inflation Rate None

Salary Scale Table S-5 from the Actuary's
Pension Handbook plus 3.4%

Cost of Living Adjustments None

Wage base increase 4% each year until retirement

Post Employment Benefits None

Required Three -Year Trend Information: The Schedule of Funding Progress for the last three fiscal years are
required under GASB Statement No. 27 and are located in the “Required Supplementary Information” section of this
report. The Schedules are designed to provide information about SAWS’ progress in accumulating sufficient assets to

pay benefits due.

The Pension Fund issues a publicly available financial report that includes financial statements and required
supplemental information. That report may be obtained by writing to: Principal Financial Group, 711 High Street,

Des Moines, Iowa 50392 or by calling 1-800-986-3343.
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San Antonio Water System Deferred Compensation Plan

SAWS has a deferred compensation plan for its employees, created in accordance with Internal Revenue Code Section
457. The plan, available to all regular employees, permits them to defer a portion of their salary until future years.
The compensation deferred under this plan is not available to employees until termination, retitement, death, or
qualifying unforeseceable emergency. Participation in the plan is voluntary, and SAWS does not make any
contributions. SAWS has no liability for losses under the plan but does have the usual fiduciary responsibilities of a

plan sponsor.

NOTE L - OTHER POST EMPLOYMENT BENEFITS (OPEB)

Plan Description: In addition to providing pension benefits described in Note K, SAWS provides certain health care
and life insurance benefits for eligible retirees, their spouses, and their dependents through a single-employer defined
benefit plan administered by SAWS. The authority to establish and amend the OPEB provisions is vested in the
SAWS Board of Trustees.

The eligibility requirements for participation in plan are dependent upon initial hire date and retirement eligibility as

follows:

Hired prior to September 1, 2002:
? 60 years old and at least five years of credible combined service, or
?  No age requitement and at least 20 years of credible combined service

Hired on or after September 1, 2002:
? 60 years old and at least ten years of credible combined setvice, or
?  No age requitement and at least 20 yeats of credible combined service with at least ten yeats of

service with SAWS

For participants not eligible to retire as of December 31, 2007, the later of the following:

? 55 years old and at least ten years of service with SAWS, and

?  Eatlier of 60 years old and ten years of service with SAWS, or no age requirement and 20 years of
credible combined service with at least ten years of service with SAWS.

Retirees can purchase coverage for their spouse at SAWS’ group rates. After age 65, healthcare benefits under the

plan are supplemental to Medicare benefits.

The following is the participant summary as of January 1, 2007 (the most recent actuarial valuation date):

Active employees 1,558
Retired employees 539
Spouses of retired employees 392

Total 2,489
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Funding Policy: The contribution requirements of plan members and SAWS are established and may be amended
by the SAWS Board of Trustees. To date, SAWS has funded all obligations arising under these plans on a pay-as-you-
go basis.  Going forward, SAWS’ required contribution will be based on a projected pay-as-you-go financing
requirement, with an additional amount to prefund benefits as determined annually by SAWS’ Board of Trustees. It is
currently the intention of SAWS to phase-in full funding of the actuarially determined annual required contribution

over a five year period beginning in 2008.

Plan members’ required contributions vary depending on the health plan selected by the retiree as well as the number
of years of service at the time of retirement. For the year ended December 31, 2006, SAWS’ contribution to the plan
equaled the current premiums of §4,475,154, while plan members receiving benefits contributed $131,228 through
their required contribution. For the year ended December 31, 2007 SAWS’ contribution to the plan equaled the
current premiums of $4,478,453, while plan members receiving benefits contributed $116,238 through their required

contribution. No contributions were made in 2006 or 2007 to prefund benefits.

Annual OPEB Cost and Net OPEB Obligation: For the year ended December 31, 2006, SAWS’ annual OPEB
cost was equal to its contribution to the plan. For the year ended December 31, 2007, SAWS’ annual OPEB cost is
calculated based on the annual required contribution of the employer (ARC), an amount actuarially determined in
accordance with GASB Statement 45. The ARC represents a level of funding that if paid on an ongoing basis, is
projected to cover normal cost each year and amortize any unfunded actuarial liabilities over thirty years. The
following table shows the components of SAWS” annual OPEB cost, the amount actually contributed to the plan and

changes in the net OPEB obligation for the year ended December 31, 2007:

Annual Required Contribution $ 17,695,532
Interest on net OPEB obligation -

Annual OPEB costs 17,695,532
Contributions made $ (4,478,453)
Increase in net OPEB obligation 13,217,079
Net OPEB obligation - January 1, 2007 -

Net OPEB obligation - Decmber 31, 2007 $ 13,217,079

SAWS’ annual OPEB cost, the percentage cost contributed to the plan, and the net OPEB obligation for 2007 were as

follows:

Percentage of

Annual OPEB Annual OPEB Cost Net OPEB
Cost Contributed Obligation
$ 17,695,532 25.3% $ 13,217,079

Actuarial Methods and Assumptions: Actuarial valuations of an ongoing plan involve estimates of the value of

reported amounts and assumptions about the probability of occurrence of events far into the future. Examples include
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assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined regarding the
funded status of the plan and the annual required contributions of the employer are subject to continual revision as
actual results are compared with past expectations and new estimates are made about the future. Projections of
benefits for financial reporting purposes are based on the substantive plan (the plan as understood by the employer
and the plan members) and include the types of benefits provided at the time of each valuation and the historical
pattern of sharing of benefit costs between SAWS and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce the effects of short-term volatility in actuarial accrued

liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.

In the January 1, 2007 actuarial valuation, the projected unit credit funding method was used. The investment return
assumption used in the calculation of the AAL was 5.79 percent, which is a blended rate of the estimated long-term
investment return on the investments that are expected to be used to finance the payment of benefits.  The
investment return assumes SAWS will phase-in fully funding the annual required contribution over the next five yeats.
The UAAL is being amortized as a level dollar amount over thirty years. The remaining amortization period at
December 31, 2007 was twenty-nine years.

Health care cost trend rates are used to anticipate increases in medical benefit costs expected to be experienced by the
retiree health plan in each future year. The trend rates used are as follows:

Prescription Drugs

Year Beginning Medical Annual Annual Rate of
January 1 Rate of Increase Increase
2007 8% 12%
2008 7% 11%
2009 6% 10%
2010 5% 9%
2011 5% 8%
2012 5% 7%
2013 5% 6%
2014+ 5% 5%

NOTE M - SPECIAL ITEMS

During the first quarter of 2006, SAWS completed an independent evaluation of its regional Catrizo water supply
project which is designed to bring groundwater from Gonzalez and Wilson Counties to San Antonio via 60 miles of
pipe. The results of the study showed potential immediate capital cost savings of approximately $50 million though
utilization of a pipeline route that takes better advantage of existing system capacity. However, as a result of this study
and subsequent rerouting of the pipeline, certain design and acquisition costs associated with a previously planned

segment of this pipeline were deemed to be obsolete. The total $5 million balance of these charges was written off

during 20006.
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NOTE N - SUBSEQUENT EVENTS
As discussed in Note H, SAWS has entered into an interest rate swap agreement in connection with its Series 2003

Bonds issued in a variable rate (weekly reset) mode. The counterparty to the swap agreement is Bear Stearns FPI.

In late January 2008, as a result of a number of general financial market challenges, SAWS began to experience
conditions in which the interest payments on its variable-rate bonds exceeded the variable-rate payments received on
the associated swap. SAWS has undertaken certain measures to mitigate the impact of this basis risk, including
replacement of one of the remarketing agents; however, at this point in time SAWS has not been able to completely
climinate such risk. Since January 23, 2008, interest payments on the Series 2003 have exceeded the amounts received
under the swap by approximately $220,000. SAWS is currently evaluating different approaches to further mitigate or
eliminate such risk going forward. The potential impact of this ongoing risk is that SAWS will incur an effective
interest rate greater than the synthetically fixed rate of 4.18% on the $114 million outstanding balance of the Series
2003 Bonds. Management does not expect that any such higher effective interest rate, which is capped by Texas law

at 15% per annum, will have a material adverse affect on SAWS’ financial position or results of operation.

On March 16, 2008, ] P Morgan Chase & Co. (] P Morgan) announced it is acquiring The Bear Stearns Companies
Inc. (Bear Stearns). The Boards of Directors of both companies have unanimously approved the agreement. ] P
Mortgan is guaranteeing the trading obligations of Bear Stearns and its subsidiaries, including swap agreements entered
into by Bear Stearns FPI, and is providing management oversight for its operations. Other than shareholder approval,
the closing is not subject to any material conditions. The transaction is expected to have an expedited close by the end
of the calendar second quarter 2008. The Federal Reserve, the Office of the Comptroller of the Currency and other
federal agencies have given all necessary approvals. SAWS does not anticipate the merger to have any adverse impact
on the swap agreement, including to trigger any termination rights thereunder, and will continue to evaluate any risk

associated with the counterparty to the swap.

On March 4, 2008, SAWS received notification from The Texas Commission on Environmental Quality (TCEQ)
informing SAWS that allegations of violations of permit effluent limits under a SAWS Texas Pollutant Discharge
Elimination System (TPDES) permit were noted during a record review. As TCEQ has not made a determination on

these allegations, no estimate of liability can be made at this time.
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San Antonio Water System
REQUIRED SUPPLEMENTARY INFORMATION - (Unaudited)
Pension and Retirement Plans
Schedules of Funding Progress - Last Three Fiscal Years
Historical trend information about the plans is presented herewith as required supplementary information. It is

intended to help users assess the plans’ funding status on an on-going basis, assess progress made in accumulating

assets to pay benefits when due, and make comparisons with other utility retirement systems.

San Antonio Water System
Texas Municipal Retirement System
Schedule of Actuarial Liabilities and Funding Progress

Actuarial Valuation Date 12/31/2006 12/31/2005 12/31/2004
Actuarial Value of Assets $ 59,801,338 $ 55,901,540 $ 52,985,324
Actuarial Accrued Liability $ 75,652,293 $ 70,702,693 $ 060,465,564
Percentage Funded 79.0% 79.1% 79.7%
Unfunded (Overfunded) $ 15,850,955 $ 14,801,153 § 13,480,240
Accrued Liability (UAAL)

Annual Covered Payroll $ 065,078,288 $ 62,618,804 $ 60,588,012
UAAL as a Percentage of Covered Payroll 24.4% 23.6% 22.2%
San Antonio Water System Retirement Plan
Defined Benefit Pension Plan Administered by Principal Financial Group
Schedule of Actuarial Liabilities and Funding Progress
Actuarial Valuation Date 1/1/2007 1/1/2006 1/1/2005
Actuarial Value of Assets $ 66,129,026 $ 57,846,901 $ 52,411,873
Actuarial Accrued Liability $ 81,580,916 $ 73,387,928 $ 063,004,456
Percentage Funded 81.1% 78.8% 83.1%
Unfunded (Overfunded) $ 15,457,890 $ 15,541,027 $ 10,652,583

Accrued Liability (UAAL)
Annual Covered Payroll $ 03,462,227 $ 60,835,982 $ 59,475,734
UAAL as a Percentage of Covered Payroll 24.4% 25.5% 17.9%
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San Antonio Water System
REQUIRED SUPPLEMENTARY INFORMATION - (Unaudited)
Other Post Employment Benefit Plan
Schedule of Funding Progress — Transition Year
Historical trend information about the plan is presented herewith as required supplementary information. It is

intended to help users assess the plans’ funding status on an on-going basis, assess progress made in accumulating

assets to pay benefits when due, and make comparisons with other utility retirement systems.

San Antonio Water System
Other Post Employment Benefits Plan
Schedule of Actuarial Liabilities and Funding Progress
Actuarial Valuation Date 1/1/2007
Actuarial Value of Assets $ -
Actuarial Accrued Liability $ 200,083,252
Percentage Funded 0.0%
Unfunded (Overfunded) $ 200,083,252
Accrued Liability (UAAL)
Annual Covered Payroll $ 69,288,070
UAAL as a Percentage of Covered Payroll 289%
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