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ERIK FELTHOUS, ASSISTANT DEPUTY - FINANCE@

DATE: JANUARY 17, 2023

SUBJECT: QUARTERLY FINANCIAL REPORT AS OF DECEMBER 31, 2022

This report has been consolidated to provide a more useful summary of the District’s financial activities
as of December 31, 2022. We will continue to prepare the traditional monthly financial statements and
those will be available on the District's Financial Transparency website. Below you will find a brief
overview of the District’'s budget versus actual activity. The overview is followed by a discussion of
notable events that occurred during the quarter, including updates on 1) the current progress on the
fiscal year 2024 budget preparation; 2) Procurement; and 3) Human Resources.

Overview of Financial Position

The District continues to be in a strong financial position in all systems and maintains adequate reserves
in accordance with District policy. As of December 315 the following systems had expenses exceeding
revenues: Rockwall — Heath Water Storage Facilities, Terrell Water Transmission Facilities, Rockwall
Water Pump Station Facilities and Sabine Creek WWTP all due to timing of expenses. The Seis Lagos
WWTP had some additional operating expenses to purchase equipment pads as well as some work
done to install a screen at the plant influent. These additional expenses are expected to be offset by
savings later in the year.

During the period, the District's total operating revenues for all systems were $173,323,840 or 25.6% of
the original budget. Total expenditures for all systems were $148,559,071 or 22.1% of the original
budget. As of December 31, 2022, the District’'s cash and investment balance was $1,438,160,988.
Interest earnings during the month were $3,189,723 and the yield on the investments was 2.6575%
annualized.

2024 Budget Preparation

Initial budget prep has been completed and budget kickoff training will be held at the end of
January. Personnel requests for FY24 will be due at the end of February with recommendations to be
made to the Personnel committee in May. All other Budget related requests are due from departments
by April 13, Initial drafts of Strategic Financial Plans are complete for all systems and they are currently
being reviewed. These will be finalized over the next several months and reviewed with the Finance
Committee in March 2023 with a goal of setting the ceiling for the FY24 budgets.

Procurement Update

In FY23 to date, Procurement has solicited 12 projects; 8 of which have never been competitively
solicited before such as bank depository services, gas detection equipment consulting, and traffic
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control services. Procurement has started reviewing CIP bidding processes to develop a centralization
framework. Also, a policy and procedures training was offered District-wide as a refresher for internal
employees.

Human Resources Update

According to the U.S. Bureau of Labor Statistics, the unemployment rate has edged down each month
this quarter, beginning at 3.7 percent in October then moving to 3.6 percent in November and landing
at 3.5 percent in December. This was the unemployment rate in February 2020, before COVID caused
an explosion in the unemployment rate. The number of unemployed persons dropped slightly from 6.0
million in October to 5.7 million in December.

The District ended the quarter with 839 full time employees, with 105 vacant positions out of a total 943
budgeted positions with 80 open recruitments. The majority of the remaining vacant positions are
planned to be filled later in the year in conjunction with the opening of the Sister Grove RWRRF. The
District hired 21 external new hires and had 22 terminations for the quarter. Fiscal year 2023 annualized
turnover is 9.99% compared with annualized turnover of 11.8% in fiscal year 2022.

Human Resources completed annual open enroliment for CY23 which included minor increases to
employee premiums for medical coverage. A new provider was selected for supplementary insurance
(life insurance, short and long-term disability, and critical illness).

Financial Information

This quarterly report for the 2023 fiscal year through December 31, 2022 includes a Budget versus
Actual Summary by System, and information on the Employees’ Retirement Fund, the Retiree Health
Insurance Funds and the Investment Report.

Quarterly Retirement and Retiree Health Insurance Report

For the quarter ended December 31, 2022, the Districts employee retirement plan investments
managed by Brown Ruth Advisors and Westwood Holdings Group have experienced extremely volatile
market conditions which resulted in negative year to date returns. Inflation continues to remain at a 40-
year high, the ongoing war in Ukraine threatens to become a long-term conflict and the Federal Reserve
is tightening monetary policy to fight rising prices. We never like to see the portfolio value decrease;
however, these are long term investments that fluctuate up and down with the market. As a result, the
value of the District’'s Pension Fund’s investments declined by $11.3 million or 9.1% over the last twelve
months. Although this decline is significant, the labor market saw signs of surprising strength toward
the end of the year and the District’s retirement investment portfolio declined less in the same period
than the S&P 500 (-18%).

The District’s Retiree Health Insurance Trust Fund managed by Westwood Holdings Group experienced
an increase in asset value in the amount of $550 thousand or 6.3% over the last three months due to
the above noted market conditions during the last quarter of 2022. This fund is managed separately
from the District’'s Retirement Plan but with a similar investment strategy.

We will continue to rely on our investment managers to make any necessary adjustments and enter
2023 with a relatively positive backdrop. While risks remain, economic fundamentals are solid, and
market valuations are more attractive now.

Quarterly Investment Summary Report

For the quarter ended December 31, 2022, the District’s operating and capital funds (excluding pension
and retiree health insurance) for all systems earned interest in the amount of $9,260,844, a yield of
2.566%. Our portfolio remained closely aligned with our 3-month Treasury Bill benchmark of 4.164%.
Due to the Federal Reserve increasing its target on the Federal Funds rate, we are currently in a rising
interest rate environment. Local Government Investment Pool yields historically trail the Fed Funds rate,
so we are expecting our yields to continue to increase for FY23. As our investments in government
backed securities mature, we project to reinvest in higher yielding securities for diversification purposes
while protecting the principal of investments and increasing returns.
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QUARTERLY REPORT NORTH TEXAS MUNICIPAL WATER DISTRICT

REGIONAL WATER SYSTEM Dec-2022
Original Amended Remaining Amended Spent
Budget Budget YTD Actuals Amended %

$ 423788850 § 423,929,796 $ 94,690,892 $ 329,238,904 22.34%

RWS Budget vs. Actuals
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Variance Explanations

Major Budget Adjustments

The Amended Budget reflects the addition of appropriations to allow for carry over from FY22 purchases that
were ordered and encumbered but not yet received. Limited funds not used in prior year were set aside for this
purpose in accordance with our Financial Policies.

Water Usage:
e Watersold YTD is 1.8 billion gallons more than this time last year due to higher usage and lower precipitation
in October than prior year.

Personnel:
e Personnel is below budget due to vacancies. December YTD the RWS averaged 22 vacant positions.

Operations & Maintenance:
e Water purchases are ahead of budget due to payments on fixed cost contracts at the beginning of the year,
should even out over time.

Capital / Escrows:
e No overages YTD.

A-1
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NORTH TEXAS MUNICIPAL WATER DISTRICT QUARTERLY REPORT

REGIONAL WASTEWATER SYSTEM Dec-2022
Original Amended Remaining Amended Spent
Budget Budget YTD Actuals Amended %

$ 97,359,870 $ 98,268,707 $ 21,194,016 $ 77,074,691 21.57%
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Variance Explanations

Major Budget Adjustments

The Amended Budget reflects the addition of appropriations to allow for carry over from FY22 purchases that
were ordered and encumbered but not yet received. Limited funds not used in prior year were set aside for this
purpose in accordance with our Financial Policies.

Personnel:
e Personnel is below budget due to vacancies. December YTD average vacancies are 27 of which 18 are related
to the new Sister Grove RWRRF which are not planned to be filled until closer to the opening of the plant.

Operations & Maintenance:
e Insurance is ahead of budget due to renewals that are invoiced towards the beginning of the fiscal year but
it should even out over time.

Capital / Escrows:
e No overages YTD.
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QUARTERLY REPORT NORTH TEXAS MUNICIPAL WATER DISTRICT

UPPER EAST FORK INTERCEPTOR SYSTEM Dec-2022
Original Amended Remaining Amended Spent
Budget Budget YTD Actuals Amended %

$ 49,503,070 $ 49,895,449 § 10,845,929 $ 39,049,520 21.74%
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Variance Explanations

Major Budget Adjustments

The Amended Budget reflects the addition of appropriations to allow for carry over from FY22 purchases that
were ordered and encumbered but not yet received. Limited funds not used in prior year were set aside for this
purpose in accordance with our Financial Policies.

Personnel:
e Personnel is slightly below budget due to a vacancy.

Operations & Maintenance:
e Insurance is ahead of budget due to renewals that are invoiced towards the beginning of the fiscal year but
it should even out over time.

Capital / Escrows:
e No overages YTD.
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NORTH TEXAS MUNICIPAL WATER DISTRICT QUARTERLY REPORT

SMALL SYSTEMS Dec-2022
Original Amended Remaining Amended Spent
Budget Budget YTD Actuals Amended %

$ 56,850,540 $ 57,395,487 $ 12,890,594 § 44,504,893 22.46%

Small Systems Budget vs. Actuals
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Variance Explanations

Major Budget Adjustments

The Amended Budget reflects the addition of appropriations to allow for carry over from FY22 purchases that
were ordered and encumbered but not yet received. Limited funds not used in prior year were set aside for this
purpose in accordance with our Financial Policies.

Personnel:
e Personnel is slightly below budget due to vacancies. YTD the Small Systems are averaging 7 vacancies.

Operations & Maintenance:
e Insurance is ahead of budget due to renewals that are invoiced towards the beginning of the fiscal year but
it should even out over time.

Capital / Escrows:
e No overages YTD.

A4
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QUARTERLY REPORT NORTH TEXAS MUNICIPAL WATER DISTRICT

REGIONAL SOLID WASTE SYSTEM Dec-2022
Original Amended Remaining Amended Spent
Budget Budget YTD Actuals Amended %

$ 43,473,935 $ 44,813,072 $ 8,937,639 $ 35,875,433 19.94%
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Variance Explanations

Major Budget Adjustments

The Amended Budget reflects the addition of appropriations to allow for carry over from FY22 purchases that
were ordered and encumbered but not yet received. Limited funds not used in prior year were set aside for this
purpose in accordance with our Financial Policies.

Personnel:
e Personnel is below budget due to vacancies. YTD there have been 9 vacancies.

Operations & Maintenance:
e Insurance is ahead of budget due to renewals that are invoiced towards the beginning of the fiscal year but
should even out over time.

Capital / Escrows:
e No overages YTD.
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NORTH TEXAS MUNICIPAL WATER DISTRICT QUARTERLY REPORT

SHARED SERVICES Dec-2022
Original Amended Remaining Amended Spent
Budget Budget YTD Actuals Amended %

$ 75,106,095 $ 75,880,456 $ 16,096,057 $ 59,784,399 21.21%

Shared Services Budget vs. Actuals
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Variance Explanations

Major Budget Adjustments

The Amended Budget reflects the addition of appropriations to allow for carry over from FY22 purchases that
were ordered and encumbered but not yet received. Limited funds not used in prior year were set aside for this
purpose in accordance with our Financial Policies.

Personnel:
e Personnel is below budget due to vacancies. December YTD average vacancies were 36 including 10 for
Maintenance. The majority of these vacancies are being actively recruited.

Operations & Maintenance:

e Other Supplies is ahead of budget due to yearly software renewals and equipment purchases.

e Insurance is ahead of budget due to annual renewals being paid at the beginning of the year but it should
even out over time.

Capital / Escrows:
e Capital Outlay - new vehicles are ordered for the fiscal year but there is a long lead time on these purchases.

A-6
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QUARTERLY REPORT

STATEMENT OF CHANGES IN NET ASSETS - EMPLOYEES' RETIREMENT FUND
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2022

NORTH TEXAS MUNICIPAL WATER DISTRICT

WESTWOOD
COMMON BROWN
AETNA TRUST RUTH TOTAL
Additions:
Contributions 8,837,896 % 671,795 $ 671,795 $ 10,181,486
Investment income:
Appreciation in Fair Value - (10,615,350) (7,104,381) (17,719,731)
Interest 48,882 - - 48,882
Dividends - 968,662 3,111,827 4,080,490
Other Income - 835,413 - 835,413
Capital gains (losses) - (110,294) - (110,294)
Total investment income 48,882 (8,921,568) (3,992,554) (12,865,240)
Investment Expense (37,256) (181,411) (115,021) (333,688)
Total Additions 8,849,522 (8,431,185) (3,435,779) (3,017,443)
Deductions:
Benefit payments 8,307,489 - - 8,307,489
Total Deductions 8,307,489 - - 8,307,489
Total increase 542,033 (8,431,185) (3,435,779) (11,324,931)
Net Assets
Balance, January 1st 2,251,207 60,175,690 61,397,792 123,824,689
Balance, December 31st 2,793,240 $ 51,744,505 $ 57,962,012 $§ 112,499,758

B-1



DocusSign Envelope ID: 0F91FCC2-4C1F-4985-A780-1E64890292F5

QUARTERLY REPORT

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS - EMPLOYEES’ RETIREMENT FUND
JANUARY 1 - DECEMBER 31, 2022

NORTH TEXAS MUNICIPAL WATER DISTRICT

WESTWOOD
COMMON BROWN
AETNA TRUST RUTH TOTAL

Beginning Balance $ 2,251,207 $ 46,997,349 $ 43,958,015 93,206,571
Receipts

Contributions 8,837,896 671,795 671,795 10,181,486
Interest Income 48,882 - - 48,882
Dividend Income - 968,662 3,111,827 4,080,490
Other Income - 835,413 - 835,413
Capital gains (losses) - (110,294) - (110,294)
Total Receipts 8,886,778 2,365,577 3,783,622 15,035,977
Disbursements

Participant Benefits 8,307,489 - - 8,307,489
Service Fees 37,256 181,411 115,021 333,688
Total Disbursements 8,344,745 181,411 115,021 8,641,177
Ending Balance 2,793,240 49,181,514 47 626,617 99,601,371
Unrealized Gain/Loss - 2,562,991 10,335,396 12,898,387
Market Value $ 2,793,240 $ 51,744505 $ 57962012 $ 112,499,758

Compliance with Investment Policy

The North Texas Municipal Water District's Employees’ Retirement Fund investment portfolio is invested in
accordance with Section Il of the North Texas Municipal Water District's Administration and Finance Policies
Manual. The District does not invest in any investments which are prohibited by this policy.

EEVIL Fltluous

40B6BE276C3C4CC...

Alternate Investment Officer
Erik Felthous, Assistant Deputy - Finance

@umm Ux,ippwﬁdi

7137C59438E1462...
Investment Officer
Jeanne Chipperfield, Deputy Director - Administrative Services
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QUARTERLY REPORT NORTH TEXAS MUNICIPAL WATER DISTRICT

STATEMENT OF CHANGES IN NET ASSETS - RETIREE HEALTH INSURANCE FUND
FOR THE THREE MONTHS ENDED DECEMBER 31, 2022

WESTWOOD
COMMON
TRUST
Additions:
Contributions 3 933,270
Investment income:
Appreciation in Fair Value 311,444
Interest -
Dividends 103,526
Other 148,772
Capital gains (6,288)
Total investment income 557,453
Investment Expense (7,849)
Total Additions 1,482,874
Deductions:
Benefit payments 933,270
Total Deductions 933,270
Total increase 549,604
Net Assets
Balance, October 1st 8,687,640
Balance, December 31st $ 9,237,244

C-1
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NORTH TEXAS MUNICIPAL WATER DISTRICT QUARTERLY REPORT

STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS - RETIREE HEALTH INSURANCE FUND
OCTOBER 1 - DECEMBER 31, 2022

COMMON
TRUST

Beginning Balance $ 8,687,640
Receipts

Contributions -
Interest Income =
Dividend Income 103,526
Other Income 148,772
Capital gains (6,288)
Total Receipts 246,009
Disbursements

Participant Benefits -
Service Fees 7,849
Transfers Out -
Total Disbursements 7,849
Ending Balance 8,925,801
Unrealized Gain/Loss 311,444
Market Value $ 9,237,244

Compliance with Investment Policy

The North Texas Municipal Water District's Employees’ Retirement Fund investment portfolio is invested in
accordance with Section Il of the North Texas Municipal Water District's Administration and Finance Policies
Manual. The District does not invest in any investments which are prohibited by this policy.

DocuSigned by:

Enl Flbluous

40B6BE276C3C4CC. ..
Alternate Investment Officer
Erik Felthous, Assistant Deputy - Finance

@umm Uu,ﬂywﬁdi

7137C59438E1462...

Investment Officer
Jeanne Chipperfield, Deputy Director - Administrative Services
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QUARTERLY INVESTMEN

REPORT



NORTH TEXAS MUNICIPAL WATER DISTRICT
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This report presents an overview of the District’s investment portfolio. It indicates how the portfolio is structured

Overview - Total Portfolio

and how it performed for the quarter ended December 31,2022.

Operating
Insurance Holding
Escrows
Construction
Interest & Sinking
Reserve
Arbitrage Liability

Total

Operating
Insurance Holding
Escrows
Construction
Interest & Sinking
Reserve
Arbitrage Liability

Total

Operating
Insurance Holding
Escrows
Construction
Interest & Sinking
Reserve
Arbitrage Liability

Total

Accrued Interest

Change in Investment Position by Fund

Market Value

Balance at Change Balance at

9/30/22 10/1/22-12/31/22 12/31/22
74,915,313 $ 5,154,416 $ 80,069,729
3:609.177 (786,230) 2,822,947
51,390,509 9,800,313 61,190,822
1,035,619,140 (76,920,675) 958,698,465
50,218,938 58,726,338 108,945,276
203,514,977 1,542,023 205,057,000
694,246 6,656 700,902
1.419,962,300 $ (2477 161) $ 1,417,485,139

Book Value

Balance at Change Balance at

9/30/22 10/1/22-12/31/22 12/31/22
74,915,313 $ 5,154,416 $ 80,069,729
3,609,177 (786,230) 2,822,947
51,390,509 9,800,313 61,190,822
1,043,044,145 (79,412,700) 963,631,445
50,218,938 58,726,338 108,945,276
212,584,168 633,211 213,217,379
694,246 6,656 700,902
1.436,456,495 $ (5,877.996) $ 1.430,578,499

Par Value

Balance at Change Balance at

9/30/22 10/1/22-12/31/22 12/31/22
74,915,313 $ 5,154,416 $ 80,069,729
3,609,177 (786,230) 2,822,947
51,390,509 9,800,313 61,190,822
1,044,069,320 (75,884,835) 968,184,485
50,218,938 58,726,338 108,945,276
212,523,612 1,133,138 213,656,750
694,246 6,656 700,902
1.437,421,115 $ (1,850,206) $ 1,435,570,909

Interest Accrued In The Period Ending

9/30/22 Change 12/31/22
830,638 $ {57.757) $ 772,881

D-1
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QUARTERLY REPORT NORTH TEXAS MUNICIPAL WATER DISTRICT
Change in Investment Position by Type (Par Value)
Balance at Purchases Maturities Balance at
10/1/22- 10/1/22-
Investment Type 9/30/22 12/31/22 12/31/22 12/31/22
Treasuries:
T Bills - - -3 -
T Notes 385,000,000 52,500,000 170,500,000 267,000,000
Total 385,000,000 52,500,000 170,500,000 $ 267,000,000
Agencies:
Bond Discount - 148,000,000 - $ 148,000,000
Note 180,500,000 18,000,000 24,500,000 174,000,000
Step Coupon 11,000,000 6,500,000 6,500,000 11,000,000
Total 191,500,000 172,500,000 31,000,000 $ 333,000,000
State Pools: *
Logic 235,202,573 77,867,994 68,037,556 $ 245,033,011
Texas CLASS - CP 341,051,802 256,468,459 289,320,169 308,200,093
Texas CLASS - GVT 88,869,665 10,124,210 10,702 98,983,173
Texpool 195,797,074 171,547,298 183,989,739 183,354,633
Total 860,921,115 516,007,961 541,358,167 $ 835,570,909
Grand Total 1437421115 741,007,961 742,858,167 $ 1,435,570,909

State Pools * - 58.2%

Investment Allocation

Treasuries — 18.6%

Agencies - 23.2%

*Includes TWDB Unreleased Construction Escrow Funds held at Logic and/or Texas CLASS in a Trustee Account.
Upon TWDB Authorized Release, funds will be invested in accordance with the investment strategies set forth in
Section | of the North Texas Municipal Water District's Administration and Finance Policies Manual.

D-2
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NORTH TEXAS MUNICIPAL WATER DISTRICT QUARTERLY REPORT

Investment Maturity

3 -5Years - 1.7%
1 - 3 Years - 7.2%

6 - 12 Months - 9.7%

3 - 6 Months - 14.3%

0 - 3 Months * - 67.1%

Investment Maturity Schedule

Maturity Par Value
0 - 3 Months* $ 963,570,909
3 - 6 Months $ 205,000,000
6 - 12 Months $ 139,000,000
1- 3 Years § 104,000,000
3-5Years $ 24,000,000

$ 1.435,570,909

* Includes TWDB Unreleased Construction Escrow Funds held at Logic and/or Texas CLASS in a Trustee Account.
Upon TWDB Authorized Release, Funds will be invested in accordance with the investment strategies set forth in
Section | of the North Texas Municipal Water District's Administration and Finance Policies Manual.

D-3
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QUARTERLY REPORT NORTH TEXAS MUNICIPAL WATER DISTRICT
Portfolio Yield
10/1/22-12/31/22

Yield Earnings
Treasuries:
T-Bills 0.0000% $ -
T-Notes 0.6215% $ 530,516
Agencies:
Bond Discount 4.6504% $ 310,843
Note 0.5898% $ 263,219
Step Coupon 0.2457% $ 6,754
State Pools:
Logic 3.8001% $ 2,133,511
Texas CLASS - CP 3.8033% $ 3,483,952
Texas CLASS - GVT 3.3291% $ 792,260
Texpool 3.4840% $ 1,739,787
Total 2.5660% $ 9,260,844

Compliance with Investment Strategies

The North Texas Municipal Water District's investment portfolio is invested in accordance with the investment
strategies set forth in Section | of the North Texas Municipal Water District's Administration and Finance Policies
Manual. This policy has been adopted by the NTMWD Board of Directors, as required by statute and is reviewed
on an annual basis.

Compliance with Texas Government Code Ann., Section 2256, Subchapter A

The District’s investment portfolio is invested in accordance with the provisions of all applicable legislation, including
Section 2256, Subchapter A. The District does not invest in any investments which are prohibited by this statute
or which are deemed inappropriate by the NTMWD Board of Directors.

DocuSigned by:

Enl Flbluous

40B66E276C3C4CC...
Alternate Investment Officer

Erik Felthous, Assistant Deputy - Finance

@umm Uu’ppwﬁdi

7137C59438E1462...

Investment Officer
Jeanne Chipperfield, Deputy Director — Administrative Services
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