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1.0 Legal Notice

This report was prepared for the Johnston County Commission (“Owner”) through the Johnston County
Public Utilities Department (“JCPU”) by Black & Veatch Management Consulting, LLC (Black & Veatch)
and is based on information provided by the JCPU and its representative agents and partners that are
not within the control of Black & Veatch. While it is believed that the information, data and opinions
contained herein will be reliable under the conditions and subject to the limitations set forth in this
report, Black & Veatch does not guarantee the accuracy thereof. Black & Veatch has assumed that the
information provided by others, both verbal and written, is complete and correct. The projections set
forth in this report are intended as "forward-looking statements." In formulating these projections,
Black & Veatch has made certain assumptions with respect to conditions, events, and circumstances
that may occur in the future. While Black & Veatch believes the assumptions are reasonable, actual
results may differ materially from those projected, as they are influenced by the conditions, events, and
circumstances that occur. As such, Black & Veatch does not take responsibility for the accuracy of data
or projections provided by or prepared on behalf of the Client, nor does Black & Veatch have any
responsibility for updating this report for events occurring after the date of this report.

Use of this report or any information contained therein by any party other than the Owner shall
constitute a waiver and release by such third party of Black & Veatch from and against all claims and
liability, including but not limited to liability for special, incidental, indirect or consequential damages in
connection with such use. Such use of this report by a third party shall constitute agreement by the third
party user that its rights, if any, arising from this report shall be subject to the terms of this Report's
Limitations, and in no event shall the third party’s rights, if any, exceed those of the Client under its
contract with Black &Veatch. The benefit of such releases, waivers, or limitations of liability shall extend
to the related companies and subcontractors of any tier of Black & Veatch and the shareholders,
directors, officers, partners, employees, and agents of all released or indemnified parties.
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2.0 Executive Summary

The Johnston County Commission (“Owner”) through the Johnston County Public Utilities Department
(“JCPU”) retained Black & Veatch Management Consulting, LLC (Black & Veatch) to prepare an
assessment of the viability of a regionalization scenario for water and sewer systems owned and
operated by the JCPU and the other utility systems within the County. To meet the stated objective of
the analysis, Black & Veatch conducted a Preliminary Due Diligence evaluation, including an
Organization Review, an Infrastructure Review, a Stakeholder Review, and a High-Level Financial Review.
For the Report detailed herein, the results of the Organization Review, the Stakeholder Review, and the
High-Level Financial Review are provided as the Infrastructure Review was completed and presented as
a separate analysis not included in this Report.

2.1 Governance Review

A review of the existing forms of governance utilized by the JCPU and the Utility Systems was completed
to understand the statutory basis of the existing forms of governance and highlight the legislative
framework necessary to support and provide the appropriate oversight to implement and maintain a
regionalization arrangement.

The following section provides a bulleted summary of the key findings associated with the Governance
Review:
There are four typical forms of regionalization, as listed below in Figure 1:

Fully
Self-Contained Integrated
Authority Utility

Inter-
Governmental
Cooperation

Special
Service

Authority Entity

Utilizes operating One entity operates All systems combined Essentially the
agreements, wholesale treatment facilities; under one legal, operating stronger entities buy
contracts, basic service all members buy entity that reduce or the weaker entities

contracts or joint service from treatment eliminate the autonomy of
agreements between entities authority local systems

@ RISk @ BENEFIT

Figure 1 Typical Forms of Regionalization

The nature of current inter-local/service agreements between the JCPU and the utility systems
constitutes a limited form of inter-governmental cooperation that can be built upon to ratify a
regionalization arrangement. In addition, the current Inter-local/Service Agreements benefit the
JCPU and the utility systems in terms of service stability, operating requirements, and individual
cost obligations compared to a stand-alone system. However, ratifying a regionalization
arrangement may gain additional operating and financial benefits.

To ratify a governance framework as a part of a regionalization arrangement, the JCPU, the
Utility Systems, and the Regionalized Entity must coordinate deeply with the North Carolina
General Assembly, the North Carolina Department of Environmental Quality, the North Carolina
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Environmental Management Commission, the North Carolina Treasurer’s Office of Local
Government Commission, and the North Carolina Utilities Commission, to name a few, to
comply and incorporate the respective regulatory and other requirements into a regionalization
arrangement.

The current operating environment within the County is very complex because there is a
growing demand for water and sewer services. In addition, there are opportunities for the Utility
Systems to procure incremental water and sewer service capacity in and around the County
coupled with an informed customer, which is driving the need and will to provide the necessary
governance support to optimize the cost to provide the requisite services. As such, a governance
framework must be implemented that incorporates existing service agreements, infrastructure
development projects, and existing operating practices and appropriately transitions the
functional components of the JCPU’s and Utility Systems’ water and sewer systems.

2.2 Review of the Operating Organization

Black & Veatch initiated the Organization Review by conducting interviews with all the Utility Systems

and JCPU to understand the current operating objectives, specific operating functions, and the daily

activities performed by each organization’s staff to provide water and sewer services to existing

customers within the County. The operating functions of the JCPU and the Utility System were reviewed

to determine specific areas of focus. Upon completing the review of the operating functions, Black and

Veatch identified specific areas of focus and highlighted specific considerations and benefits.

The following section provides a bulleted summary of the key findings associated with the Operating

Organization Review:

1.

4.

For most Utility Systems, the existing staff that support water and sewer functions serve
multiple functions and departments within the respective organizations, so the transition of
staff into a regionalized entity will require deep prospecting around the roles and
responsibilities and the functions of staff within the respective jurisdictions.

During the initial interviews, the Utility Systems reported an inability to fill existing positions
budgeted within the respective organizations and the general need for additional staff to
support existing operations. The inability to find staffing resources has created a working
environment where existing staff performs daily operating functions that may be outside of
their stated job descriptions to support the operations of the Utility System.

Currently, opportunities exist to achieve staffing synergies and uniformity across administrative
services, maintenance services, and specific operating functions, to name a few.

The water treatment plants are located within the central and southeastern parts of the County
due to the location of the JCPU and the Town of Smithfield, which are the major water service
providers in the County, but the incremental growth and demand are most concentrated in the
Northern part of the County. As such, the stratifying and balancing of resources across the
region to permit, design, construct, and gain the regulatory approvals to ratify incremental
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water treatment capacity within the County must consider the cost and operating requirements
associated with the geographic location of the incremental demand in the County.

The sewer conveyance system within the County is more built out in the central and northern
parts of the County, with septic tanks serving a portion of the County that does not currently
have sewer conveyance infrastructure. As such, the build-out and sourcing of incremental
treatment capacity of the sewer system must consider the geographic location of incremental
demand along with the areas within the County that require sewer conveyance and other
infrastructure.

Across the JCPU and the Utility Systems, there is variance in the information technology
infrastructure and resources utilized for information technology functions across the Utility
Systems, and a regionalization arrangement must consider the smooth integration of these
resources.

A combination of Manual Meter Reading, Automated Meter Reading (AMR), and Advanced
Metering Infrastructure (AMI) is utilized within the County to provide metering and billing
services to existing customers. An opportunity exists for the JCPU and the Utility Systems to
convert to AMI and maintain a regional meter reading and customer billing program that will
support the quality of water services provided to customers, enhance the revenue predictability,
and serve to identify breaks and leaks within the water system which may become costly.
Opportunities exist to identify potential synergies and cost savings through a regionalization
arrangement across the following areas:

o System Resiliency and Performance Monitoring - Based on the initial interviews
conducted, the integrity of the existing water distribution systems, the integrity of the
wastewater collection system, the upgrade of water and wastewater maintenance
services, the conversion of septic to sewer in portions of the County, and the utilization
of more systematic operating practices represent considerations that must be
addressed to maintain a resilient and agile water and sewer system in the County.

o Existing Cost of Operations - The existing cost of processing potable water and treating
wastewater within the County is higher than the regional and national averages detailed
in the AWWA Utility Benchmarking, Performance Management for Water and

2-4
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Wastewater Survey (AWWA Survey). Figures 2 and 3 compare the regional and national
AWWA Survey results to the JCPU and the Utility Systems.

O&M per MG Water

e f\verage === National Regional Il

$30,000
$25,000
& $20,000
S $15,000
O $10,000
$5,000

S0

Figure 2 O&M per Million Gallons of Water Processed

O&M per MG Wastewater

Average === National Regional Il

$30,000
$25,000
©r $20,000
= $15,000
¥ $10,000
$5,000

SO

Figure 3 O&M per Million Gallons of Sewer Treated

While the results of the specific variables influence how small systems procure and plan
for services and other requirements, the financial resources and operating constraints
that drive the purchases of goods and services typically impact the purchasing ability of
smaller systems.

o Structured Planning Approach and Decision-Making Process — With or without
regionalization, the JCPU and Utility System should develop a structured planning
approach to ratify service requirements, serve the growth and diversity of customers

BLACK & VEATCH | Executive Summary 2-5
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(retail, industrial, etc.), and maintain the integrity of existing water and sewer
infrastructure within the County.

o Inflow and Infiltration (1&I) - An |&I reduction plan must be developed to isolate areas on
the existing sewer conveyance system that currently experience high 1&I flows to optimize

the cost of operations.

o Asset Maintenance Services - The JCPU and Utility Systems should consider establishing a

dedicated maintenance group as part of a regionalization arrangement to perform

preventive and corrective maintenance services. The dedicated maintenance group must

possess its own planners, schedulers, and other management services tools to provide
focused and precise allocation of existing resources.

2.3 Financial Feasibility

The Financial Feasibility Analysis details a comparison of revenue against revenue requirements for the

Regionalized System. Total revenue requirements, including operating and maintenance (O&M)
expenses, debt service obligations, and other expenditures and transfers, are forecasted to increase
more than the forecasted revenues under existing rates generated from the collective JCPU and the
Utility Systems. Error! Reference source not found. compares existing and proposed revenues and
revenue requirements over the forecast period for the collective JCPU and Utility Systems.

Comparison of Revenues and Revenue Requirements

$500,000
$450,000 —e
$400,000 e —
__$350,000 | N )
£ $300,000 - -
= $250,000 - g
26200000 === - -
T7$150,000 =T -

$100,000

$50,000 |
$0
20242025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
mmmm Operating Expenses s Total Debt
Transfers and Other Expenditures == == = Exjsting Rate Revenues

== == =Proposed Revenues

Figure 4 Projected Operating Results

The existing revenue estimate does not meet the forecast period's revenue requirements (cost). Existing
revenues are sufficient to meet a portion of O&M expenses over the forecast period but are insufficient

to meet the debt service estimate and other expenditures over the forecast period.

As a result, proposed revenue increases are required over the forecast period to meet the Regionalized
Systems’ obligations because of existing organic operating requirements before the consideration of a

regionalization scenario and the additional cost requirements associated with the regionalization
scenario.

Error! Reference source not found. summarizes the proposed annual combined systems revenue

increases needed for the JCPU and the Utility System. The Regionalized System column represents the

aggregated revenue increases for the JCPU and Utility Systems.

BLACK & VEATCH | Executive Summary
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Table 1 Proposed Revenue Increases
Pine Four Regionalized
Year JCPU | Clayton | Smithfield Level Selma Benson | Kenly | Princeton Oaks System
2025 12.0% | 16.3% 8.0% 12.0% 12.0% 10.0% 8.0% 12.0% 12.0% 12.0%
2026 | 12.0% | 16.7% 8.0% 9.0% 10.0% 7.0% 6.0% 10.0% 9.0% 12.0%
2027 9.0% 8.0% 6.0% 8.0% 8.0% 6.0% 6.0% 8.0% 7.0% 8.0%
2028 7.0% 6.0% 4.0% 7.0% 6.0% 6.0% 5.0% 8.0% 6.0% 6.0%
2029 7% 6.0% 4.0% 5.0% 6.0% 5.0% 5.0% 6.0% 5.0% 6.0%
2030 7% 5.0% 4.0% 5.0% 5.0% 5.0% 4.0% 6.0% 5.0% 5.0%
2031 3% 5.0% 2.0% 5.0% 5.0% 3.0% 4.0% 5.0% 2.0% 2.0%
2032 2% 4.0% 2.0% 5.0% 5.0% 3.0% 4.0% 5.0% 2.0% 2.0%
2033 2% 4.0% 2.0% 5.0% 5.0% 3.0% 4.0% 5.0% 2.0% 2.0%
2034 2% 4.0% 2.0% 5.0% 5.0% 3.0% 3.0% 4.0% 2.0% 2.0%
2035 2% 4.0% 2.0% 6.0% 3.0% 3.0% 3.0% 4.0% 2.0% 2.0%
2036 2% 2.0% 2.0% 3.0% 3.0% 3.0% 2.0% 3.0% 2.0% 2.0%
2037 2% 2.0% 2.0% 3.0% 3.0% 3.0% 2.0% 3.0% 2.0% 0.0%
2038 0% 0.0% 2.0% 3.0% 3.0% 3.0% 2.0% 3.0% 2.0% 0.0%
2039 0% 0.0% 2.0% 3.0% 3.0% 3.0% 2.0% 3.0% 2.0% 0.0%
2040 0% 0.0% 2.0% 3.0% 3.0% 3.0% 2.0% 3.0% 2.0% 0.0%
2041 0% 0.0% 2.0% 3.0% 3.0% 3.0% 2.0% 3.0% 2.0% 0.0%
2042 0% 0.0% 2.0% 2.0% 3.0% 3.0% 2.0% 2.0% 2.0% 0.0%
2042 0% 0.0% 2.0% 0.0% 3.0% 3.0% 2.0% 2.0% 2.0% 0.0%
2044 0% 0.0% 2.0% 0.0% 3.0% 3.0% 2.0% 2.0% 0.0% 0.0%
2045 0% 0.0% 2.0% 0.0% 3.0% 3.0% 2.0% 2.0% 0.0% 0.0%

2.4 Proposed Regionalization Scenario

Based on the existing contractual arrangements, the operating requirements, and the growing demand
for water and sewer services within the County, there is an implicit need for the JCPU and the Utility
Systems to explore a deeper form of regionalization as compared to the current form of Inter-
Governmental Cooperation that constitutes existing service. As such, the JCPU and the Utility Systems
should consider a Self-Contained Authority form of regionalization. The ability of the Self-Contained
Authority to facilitate potential cost savings, establish operating synergies, and outline systematic
solutions to system capacity and financial planning will provide great value to all water and sewer
customers and residents within the County.
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The water and sewer systems within the County have different and specific requirements that must be
understood and managed accordingly. As such, Black & Veatch proposes an organizational structure of
the Self-Contained Authority that recognizes and prioritizes the requirements of each system.

Error! Reference source not found. presents the proposed organizational structure of the Self-Contained

Authority.

Business

Operations
Wastewater System Wastewater System Wastewater System
Treatment Conveyance Planning & Settlements
Finance

Water System T\c/aant:n:issﬁ(t)en'g Water System
Planning & Settlements S Treatment
Distribution

Legal & Regulatory

Engineering & IT

Customer Service &
Billing

Operations &
Maintenance

Figure 5 Proposed Organization Structure

Note:
The proposed organization structure was formulated to recognize and elevate the separate and relevant issues
driving the current operations and planning of the water and sewer system.

2.5 Regionalization Roadmap

Black & Veatch proposes a 36-month schedule to form and implement the Self-Contained Authority. The
proposed roadmap provides a strategic and structural implementation framework to perform deeper
due diligence around ratifying a Self-Contained Authority.

Detailed is a summary of the 36-month schedule:
Year 1 (months 1 —12) — Organization Development;

Year 2 (months 13 — 24) — Organizational Alignment; and

Year 3 (months 25 — 36) — Implementation.

Error! Reference source not found. outlines the roadmap to form the Self-Contained Authority.
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Year 1: Organization Development

{ montns1-6 | months7 12

Year 3: Implementation
Organization:

Months 13 - 18 Months 19 - 24 ’ Months 25 - 30 Months 31 - 36 ‘
* Regionalization )

Committee ﬁ/‘% Regionalization Committee must serve as the Regionalization Oversight Bo wrough Implementation & Commissioning of the Authority

b ] e

Year 2: Organization Alignment

* Authority Formation > ; 1
i Authority Resolution QQ\ Authority Resolution

ii. MOUs o mous

iii.  Authority Board
iv.  Authority Structure & Authority Structure 2% Authority Formation

* Organization o iZation /A
Assessment ‘ rganization Assessment |

000
* Stakeholder %ggg Stakeholder Engagement will serve as a Key Function to form and align the Authority
Engagement Plan

Authority Board

—~
(]
=
5
]
O
~

* Organization Organization Implementation |
| ion =

missioning

Infrastructure:
* System Integration
Study | Assess W/WW System Back-bone functions to develop a Infrastructure ImplementationPlan |
* Infrastructure
Implementation Infrastructure Implementation \

Financial:

* Procure Authority [ Procure alternative and other source of funding to supportthe Implementation of the Authority ‘
Development Funding

* Complete a Rate &
Cost of Service Study

Comprehensive Rate Study | l SupportImplementation

* Develop a Utility

System Rate % ‘ Balanced Plan ] ’ Finalize Plan
Implementation Plan

* Establish Authority Financial Metrics

Financial Metrics

Figure 6 Roadmap to Form the Self-Contained Authority
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3.0 Introduction

Johnston County, North Carolina (County) is located in the eastern part of North Carolina, near the
Raleigh, NC, Metropolitan Statistical Area. In addition, Johnston County has an approximate area of 796
square miles, and 0.5% is covered by superficial water. The north-western portion of Johnston County is
a major population center experiencing significant growth within the region. Based on the 2020 Census,
the County’s population is estimated to be over 226,000 people, and it has experienced an aggregate
increase in population of about 25% over the last 10 years.

The County is governed by the Johnston County Board of Commissioners (Board), which consists of a
seven-member board elected to serve four-year terms. The Board enacts all policies, such as the
establishment of the property tax rate, the regulation of land use and zoning outside municipal
jurisdictions, and the adoption of the annual budget within the County’s service area, to name a few.
The Board policies guide the daily operations of all County activities and the respective departments,
such as the JCPU.

The Owner is currently assessing the viability of a regionalization scenario for water and sewer systems
owned and operated by the JCPU and the other utility systems within the County. The Owner retained
Black & Veatch to complete a Regionalization Feasibility Analysis Report (Report) to understand the
elements and potential to ratify and regionalize the arrangement. With the increase in water and sewer
service demand in North Carolina, the increasing regulatory scrutiny around procuring incremental
water and sewer treatment service capacity, existing efforts and initiatives to maintain the integrity and
resilience of existing water and sewer system infrastructure, and existing and future anticipated cost
implications associated with providing water and sewer services, the Owner seeks to optimize and
provide the appropriate levels of water and sewer service at the lowest cost to the existing and future
anticipated customer in the County.

Black & Veatch completed a preliminary due diligence analysis to understand the feasibility of a
regionalization scenario within the County. As a part of the Regionalization Feasibility Analysis, Black &
Veatch completed an Organization Review, an Infrastructure Review, a Stakeholder Review, and a High-
Level Financial Review. The analysis presented in this report will outline the results of the organizational
review, stakeholder review, and high-level financial review, as the infrastructure review analysis was
completed and presented separately. While the Infrastructure Report's analysis and proposed action
steps are considered and incorporated into the Proposed Regionalization Scenario detailed herein, the
implicit details of the Infrastructure Report are not presented herein.

At the initiation of the Regionalization Feasibility Analysis, the 14 systems participated in the initial
meetings and deliberations:

JCPU, Town of Benson, Town of Clayton, Town of Four Oaks, Town of Kenly, Town of Micro,
Town of Pine Level, Aqua North Carolina, Carolina Water Services, North Carolina, Town of
Princeton, Town of Selma, Town of Smithfield, Wilson’s Mills*, and Archer’s Lodge*

Footnote:

*Incorporated into the analysis and evaluated as a part of the JCPU system

For the evaluation detailed herein, all the systems except the JCPU are collectively referred to as
the “Utility Systems.”
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Upon initiating the analysis detailed herein, Aqua North Carolina and Carolina Water Services, North
Carolina, communicated their intent not to participate in the Regionalization Feasibility Analysis. In
addition, the Town of Micro, North Carolina, could not provide the necessary information to be
incorporated into the analysis detailed herein.

To understand the elements and considerations of a regionalization scenario, Black & Veatch has
employed an approach that includes four phases: Phase 1 — Project Initiation, Phase 2 — Preliminary Due
Diligence, Phase 3 — Deep Dive Evaluations, and Phase 4 — Implementation Activities.

Figure 7 provides an overview of the approach that will be utilized to conduct the complete study.

* Strategic Drivers —

Entity Participation/Mission/Vision Project Initiation
/Strategic Objectives/Drivers for - What is the Strategic Intent and Drivers?

* Organization Review — People,
Processes, Technology, &
Governance

Regionalization or Regional * Participants Discuss, Assess, & Confirm
Partnerships

* Desired Strategic Outcomes —
“Future State” of Participant
Entity/”Future State” of the
Unified Entity

* Infrastructure Review — Review and
confirm historical and current
operating performance, system
conditions, & operating constraints

Stakeholder Review — Assess the
level of stakeholder
engagement/coordination

High Level Financial Review - Basic
understanding of financial condition
by participant

- Outline financial consideration of
the “Unified Entity”

Feasibility
Analysis

Diligence
* Perform functional

— Initiate the plan to form
the “Unified Entity’ and/or
Regional Partnerships.

reviews of the systems

Deep Dive Evaluations

* Perform detailed technical,
operations, & financial evaluation,

* Technical Evaluations — Perform detailed technical and planning assessments based on
the items of priority identified in the Preliminary Due Diligence

* Operations Evaluations — Perform detail reviews and assessments of business processes,
systems, and technology to determine the most appropriate form of the “Unified Entity”

* Financial Evaluations — Complete a detailed financial evaluation to determine the
financial responsibility of the “Unified Entity”/Regional Partnerships/Participant Entity

Figure 7 Analysis Approach

Phase 1, Project Initiation, allows the project team to align the goals, objectives, and drivers for
completing the analysis. Phase 2, Preliminary Due Diligence, seeks to establish a baseline understanding
of the County to assess the benefits of a regionalization scenario. Phase 3, Deep Dive Evaluations, will
build on the tenets of Phase 2 to perform more in-depth and detailed evaluations of a regionalization
scenario based on the findings and action steps determined after Phase 2. Finally, Phase 4 will outline
the implementation activities and considerations.

For the analysis conducted, only the activities and evaluations associated with Phase 1 and Phase 2 of
the approach detailed in Figure 2 was completed by Black & Veatch. The activities associated with Phase
3 and Phase 4 will be initiated at the discretion of the Owner, the JCPU, and the Utility Systems upon the
acceptance of the results and next steps detailed herein.

As a part of the analysis detailed herein, Black & Veatch facilitated interviews with the JCPU and the
Utility Systems staff, reviewed long-term planning and system configuration documents made available,
reviewed JCPU and Utility System audits produced annually, and sought to understand the current
operating characteristics of the JCPU and the Utility Systems.
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4.0 Governance Review

The Governance Review was conducted to understand the statutory basis of the Owner and the Utility
Systems within the County and the legislative framework necessary to support and provide the
appropriate oversight of a regionalization scenario.

To establish and ratify any regionalization scenario, Governance serves as the platform to drive the
strategic intent and operating frameworks under which a regionalization scenario may be
commissioned.

Within the County, 14 independent water and sewer providers (12 public and 2 private) are identified
herein as the Utility Systems.

Table 2 provides a tabular summary of the 11 Utility Systems being evaluated as a part of the
Regionalization Assessment.

Table 2 Utility Systems Evaluated
JCPU Town of Pine Level Archer’s Lodge
Town of Benson Town of Princeton
Town of Clayton Town of Selma
Town of Four Oaks Town of Smithfield
Town of Kenly Wilson’s Mills

4.1 Johnston County Service Area

Johnston County is in eastern North Carolina, near the Raleigh, NC, Metropolitan Statistical Area. In
addition, Johnston County has an approximate area of 796 square miles, and 0.5% is covered by
superficial water. Based on the North Carolina General Statute (GS) 160D-202, any City or jurisdiction in
North Carolina may exercise its zoning powers beyond its contiguous corporate limits to utility and other
services. The action of a jurisdiction extending services into an area beyond its contiguous corporate
limits creates an Extra-Territorial Jurisdiction (ETJ). The ETJ, along with the contiguous corporate limit for
the Owner and each Utility System, constitutes the service area where water and sewer service is
provided within the County.

Due to the changing characteristics in neighborhoods and the increase in the demand for utility services,
extending services provided within a utility system’s ETJ is a key indicator of customer growth and the
incremental demand for utility services. While Black & Veatch could not verify the exact nature of each
Utility System’s extension of water and sewer services into their respective ETJ, Table 3 outlines the
conditions and maximum area for a Utility System within North Carolina to request and/or create an ETJ
area.

Table 3 North Carolina Extra-Territorial Jurisdiction Requirements
Up to 10,000 1 Mile
10,000 to 25,000 2 Miles
Over 25,000 3 Miles
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Figure 8Figure 8 outlines the Johnston County water and sewer systems’ service area with the locations
of the respective Utility Systems and their ETJ, as provided by the JCPU.
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Waks ~ Johnston County Water and Sewer System Service Area and Extra-Territorial Jurisdiction "".:'“‘“‘ 5
Raleigh y J n_.-——ﬁ\,

—
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Figure 8 Map of the County Service Area with the Utility Systems and their Extra-Territorial
Jurisdiction

4.2 Water and Sewer Services in the County

Water and sewer service providers in the County maintain multi-jurisdictional service agreements
between individual and multiple providers in and around the County. The nature of these agreements
and the services provided to customers reflect that not all the Utility Systems own and operate their
own water and sewer facilities, so operating and service arrangements with JCPU and other Utility
Systems have been ratified to retain the requisite services. In addition, the service and operating
agreements maintain multiple interconnections, in some cases, across the water and sewer systems
within the respective jurisdictions.

Table 4 summarizes the systems within the County that provide water and sewer treatment services.
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Table 4 Water and Sewer Treatment Services within the County

Line | System ‘ Water Treatment ‘ Sewer Treatment
1 Johnston County (JCPU) v v

2 Clayton v

3 Smithfield v

4 Benson v v

5 Princeton v

6 Kenly v

7 Selma v

Within the County limits, the Town of Smithfield, the Town of Selma, the Town of Benson, and JCPU are
the current providers of water treatment services. In addition, the Town of Clayton, the Town of
Benson, the Town of Princeton, the Town of Kenly, and JCPU provide sewer treatment services within
the County.

Table 5 outlines the current population and the water and sewer service customers' count for the utility
systems listed in Table 2. As a note, the two private entities, Carolina Water Services, NC, and Aqua NC,
did not participate in the analysis conducted herein, so no statistical information is provided in Table 5

for those entities.

Table 5 Summary of Utilities Systems’ Population and Water and Sewer Customers

Utility System

Population

Customers

Town of Benson 4,295 1,645 1,645
Town of Clayton 29,967 11,840 10,493
Town of Four Oaks 2,776 1,388 1,388
Town of Kenly 1,650 950 950
Town of Pine Level 2,651 1,148 1,148
Town of Princeton 1,326 695 695
Town of Selma 6,832 2,800 2,800
Town of Smithfield 13,525 6,000 6,000
Wilson’s Mills 2,992 700 700
Archer’s Lodge 5,658 1,600 1,600
Johnston County 226,661 N/A N/A
JCPU N/A 43,516 8,747

BLACK & VEATCH | Governance Review
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JCPU and the Utility Systems within the County operate under varying forms of government. Provided is
a summary of the typical forms of government under which water and sewer systems operate within the
County:

Commission-Manager;
Council-Manager;
Mayor-Council; and

Private Entity [Led by a CEO].

For the analysis conducted herein, the following section describes the forms of government under which
water and sewer systems operate within the County.

Commission-Manager — this form of government is established by the appointment of a County
Manager by the respective Commission who reports directly to the Commission, retains the
responsibilities of overseeing and managing the daily operations of all County departments
placed in the manager’s charge, and reports to the Commission periodically on the progress and
development of the County departments;

Council-Manager — the North Carolina General Statute 160A-147(a) outlines the administration of the
Council-Manager form of government to cities and towns in North Carolina:

“In cities whose charters provide for a council-manager form of government, the council shall
appoint a city manager to serve at its pleasure. The manager shall be appointed solely on the
basis of the manager’s executive and administrative qualifications. The manager need not be a
resident of the city or State at the time of appointment. The office of the city manager is hereby
declared to be an office that may be held concurrently with other appointive (but not elective)
offices pursuant to Article VI, Sec. 9, of the Constitution”.

In addition, the North Carolina General Statute 160A-148(a) outlines the powers and duties of
the City Manager:

“..The manager shall be responsible to the council for administering all municipal affairs placed
in the manager’s charge by the council, and shall have the following powers and duties:

1. He shall appoint and suspend or remove all city officers and employees....

2. He shall direct and supervise the administration of all departments, offices, and
agencies....

3. He shall attend all meetings of the council and recommend any measures that he deems
expedient.

4. He shall see that all laws of the State, the city charter, and the ordinances, resolutions,

and regulations of the council are faithfully executed within the city.
5. He shall prepare and submit annual budget and capital program to the council.

6. He shall annually submit to the council and make available to the public a complete
report on the finances and administrative activities of the city....

7. He shall make any other reports that the council may require concerning the operations
of city departments, offices, and agencies subject to his discretion and control.
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8. He shall perform any other duties that may be required or authorized by the council.

9. The manager shall receive a minimum of six clock hours of education upon
occurrence....”

Mayor-Council — this form of government requires that the respective City and/or Town Council
maintains the responsibility of managing and overseeing the operations of the respective City or
Town. In many cases, the Council deems it appropriate to hire an Administrator to oversee the
operations of the City or Town. The Administrator reports to the Council on all matters, and the
Council sets the Town’s policies and procedures, enforces the policies and procedures, and
makes all the major decisions related to the management of the Town’s business.

Private Entity — The private entity is led by a Chief Executive Officer (CEO) who reports to the respective
Entity's Board of Directors (BOD). The BOD, through the CEO, sets and enforces the policies,
procedures, and organizational structure under which the Entity must operate.

The Commissioners and Council members for the respective Utility Systems are elected on periodic two-
to-four-year terms, and they are responsible for determining the policy and legislative frameworks
under which the Utility Systems must operate. In addition, the Utility System Managers are responsible
for administering the policies, procedures, programs, and initiatives as directed by these governing
bodies.

Table 6 provides a summary of the form of government by Utility System.

Table 6 Utility Systems Form of Government
JCPU — Commission-Manager Aqua NC — Private Entity
Town of Benson — Council-Manager Carolina Water Services, NC — Private Entity
Town of Clayton — Council-Manager Town of Princeton — Mayor-Council [Administrator]
Town of Four Oaks — Mayor-Council Town of Selma — Council-Manager

[Administrator]

Town of Kenly — Council-Manager Town of Smithfield — Council-Manager
Town of Micro — Council-Manager Wilson’s Mills — Mayor-Council [Administrator]
Town of Pine Level — Mayor-Council Archer’s Lodge — Mayor-Council [Administrator]

[Administrator]

In addition, the private entities Aqua NC and Carolina Water Services, NC, operate as stand-alone
organizations led by a board of directors and a chief executive officer who drives how the organizations
operate. For the analysis detailed herein, the Private Entities did not participate in the analysis and/or
evaluations.
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4.3 Regulatory Oversight and Governance

Operating a department and/or a Utility System within a municipal government requires deep
coordination and high levels of trust with specific governmental entities to ensure compliance with
regulatory requirements formulated to support these entities. JCPU and the Utility Systems operating
water and sewer systems within the County coordinate regularly with the organizations listed:

North Carolina General Assembly (NCGA) — The NCGA consists of two bodies, the Senate and the House
of Representatives, which meet periodically through a fiscal year to contemplate and pass the
laws of North Carolina. In addition, the NCGA passes and maintains statutes outlining how
municipal forms of government must be established and operated. The statutes developed by
the NCGA apply to JCPU and Utility Systems detailed as a part of this analysis.

North Carolina Department of Environmental Quality (DEQ) — The DEQ is North Carolina’s lead
stewardship agency, which is empowered with the charter to protect air quality, water quality,
and the health of the public in North Carolina. Periodically, local governments in North Carolina
are required to submit reports outlining the status of water and air quality along with any public
health concerns that may be evident to the public in the respective jurisdictions.

North Carolina Environmental Management Commission (EMC) — The EMC is a fifteen-member
commission appointed by the Governor, Senate Pro Tempore, Speaker of the House, and
Commissioner of Agriculture. The EMC is responsible for adopting and enforcing rules to
protect, preserve, and enhance the state’s air and water resources. Individuals selected to serve
on the EMD represent the following interests: medical field, agriculture, engineering, fish and
wildlife, groundwater, air, water pollution, municipal government interest, and public interest,
to name a few. The EMC works with the DEQ to establish and enforce the rules pertaining to
water quality, air quality, and public health concerns, to name a few.

North Carolina Treasurer’s Office of Local Government Commission (LGC) — The LGC serves as the
oversight and financial governance body for all governmental entities in North Carolina. The
approval, sale, and delivery of any bond, notes, or other forms of financing involving a North
Carolina municipal agency must be approved by the LGC. In addition, the LGC provides
educational guidance and insight for municipal entities related to financial and cash
management.

North Carolina Utilities Commission (NCUC) — The NCGA created the NCUC to regulate the rates and
services provided by all investor-owned utilities in North Carolina. The NCUC regulates
electricity, telephone, natural gas, and water and sewer services, to name a few. The NCUC
regulates the water and sewer rates charged by Carolina Water Services and Aqua.

In addition, North Carolina has recognized and enacted tenets of the Dillon Rule related to how local
government can exercise the powers granted by the NCGA. The powers granted to the respective
jurisdictions within the state of North Carolina can be reasonably applied and enforced to meet the
organization's objectives under the Dillon Rule.

Footnote:
The Dillon Rule’s origin stems from a Supreme Court of the United States ruling that fully adopted the
tenets of the Dillon Rule as a part of the case D. Hunter, Jr., [et al. I.] v. City of Pittsburgh, 207 U.S. 161.
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The North Carolina General Assemble (GS) 160A-536 and (GS) 162A outline the legislative requirements
and steps to establish a Utility District and a Utility Authority. In addition (GS) 162A, “The North Carolina
Water and Sewer Authorities Act,” outlines all the legislative steps, terms and conditions, and member
responsibilities associated with forming a Utility Authority. (GS) 162A-3 outlines the procedures to
create a Utility Authority, as detailed:

“The governing body of a single county or the governing bodies of any two or more political
subdivisions may by resolution signify their determination to organize an authority under the
provisions of this Article. Each of such resolutions shall be adopted after a public hearing
thereon, notice of which hearing shall be given by publication at least once, not less than 10 days
prior to the date fixed for such hearing, in a newspaper having a general circulation in the
political subdivision. Such notice shall contain a brief statement of the substance of the proposed
resolution, shall set forth the proposed articles of incorporation of the authority and shall state
the time and place of the public hearing to be held thereof. No such political subdivision shall be
required to make any other publication of such resolution under the provisions of any other
law....”

To ratify a regionalization arrangement, JCPU, each Utility System, and the Regionalized System must
coordinate deeply with the governmental agencies and other stakeholders listed herein to remain
compliant with the necessary regulatory and legislative requirements associated with creating and
operating a Utility Authority and/or other Utility Entity.

4.4 Existing Regionalization Form of Governance

In 1996, the National Research Regulatory Institute (NRRI) reviewed the regionalization of water systems
in the United States and the prevailing definition of regionalization: “The Regionalization of Water
Utilities: Perspectives, Literature Review, and Annotated Bibliography.”

Provided is the definition of regionalization as detailed in the 1996 NRRI publication:

“Regionalization constitutes a fundamental structural and institutional change in the way water and
sewer utility services are provided. Regionalization reflects structural change in terms of consolidating
water utility ownership, operations, or management within a politically geographic or hydrogeologic
area. Regionalization reflects institutional change in terms of establishing public policy and resource
planning frameworks that encompass regional considerations....”

Across the spectrum of regionalization arrangements, four typical forms of regionalization arrangements
may be entered into between organizations commissioning water and sewer services to existing
customers. Listed are the four typical forms of a regionalization arrangement:

Inter-Governmental Cooperation
Special Service Authority
Self-Contained Authority

Fully Integrated Utility Entity
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Figure 9 summarizes the typical forms of regionalization with a directional summary of the comparative
risk and benefit associated with each alternative.

Fully

Inter Special Self-Contained Integrated
Governmental Service X i
. . Authority Utility
Cooperation Authority Entity

Utilizes operating One entity operates All systems combined Essentially the
agreements, wholesale treatment facilities; under one legal, operating stronger entities buy
contracts, basic service all members buy entity that reduce or the weaker entities
contracts or joint service from treatment eliminate the autonomy of

agreements between entities authority local systems

@ RSk @ BENEFIT

Figure 9 Typical Forms of Regionalization

JCPU and the Utility Systems operate with varying forms of inter-governmental cooperation utilizing
interlocal agreements that outline the terms and conditions for ratifying water and sewer system
services. The Utility Systems and JCPU maintain service agreements to provide and take water and
sewer treatment services from multiple/neighboring jurisdictions. Hence, an implicit freedom of choice
exists that increases the risk profile and decreases the potential benefits of ratifying water and sewer
services through multiple Special Service Agreement arrangements. While the benefits around the
stability of service, the operating requirements, and individual cost obligations may be realized under
Special Service Agreements as compared to operating as a stand-alone system, more benefits can be
gained while reducing the risk profile associated with operations and cost obligations upon the
consideration of a deeper regionalization arrangement.
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Figure 10 summarizes the pros and cons associated with the typical forms of regionalization.

MOST risk
sharing and
potential
benefits

LEAST risk
sharing and
potential
benefits

Inter-Governmental Special Service Self-Contained Fully Integrated

Cooperation Authority Authority Utility Entity
Utilizes operating agreements, One entity operates treatment All systems combined under one legal, Essentially the stronger
wholesale contracts, basic facilities; all members buy from operating entity that reduce or eliminate entities buy the weaker
service contracts or joint service treatment authority the autonomy of local systems entities

agreements between entities

PROS PROS PROS PROS

* No loss of control « Each entity maintains « Total sharing of risk » No Acquired entity not

« May not have to expand control of distribution + Cost savings optimized through burdened with system
plant system/growth economies of scale maintenance

» More efficient use of » May have economies of * Provide for more permanent solution + Potential economies of
resources scale from combined to supply problems scale for a larger system

« Eliminate duplication of capacity « Larger entity can seek wider range of whereby acquired entity
facilities * Risk sharing only on financing sources may benefit

« No voter approval required treatment « Can spread large capital expenditures

over a larger customer base

CONS CONS CONS CONS

 Very little economic benefit » Typically, only benefit from » No control except through voting * Loss of control for

« Very little risk-sharing wholesale rate path rights negotiated by entities acquired entity only

+ Not lowering the combined + Potential loss of control over + Can be most difficult because of * Potential loss of revenues
system costs capacity/treatment plants system valuation for acquired entity

» Temporary solution (possible) » No economies of scales on + Voter approval required » No risk-sharing, acquiring

collection/distribution entities bare all the risk
Figure 10 Pros and Cons of the Typical Forms of Regionalization

As detailed in Figure 10, the Fully Integrated Utility Entity represents the deepest form of a
Regionalization Scenario that may be considered. The Fully Integrated Utility System requires the
greatest sharing of risks and benefits where all the systems and related functions under consideration
are integrated into one system, which is led, managed, and operated solely by the executives of the
Fully Integrated Utility Entity. On the other spectrum, Inter-Governmental Cooperation is ratified by
interlocal and other agreements establishing terms and conditions specific to an isolated service and
need. There is very limited sharing of risks and benefits outside of the agreed-upon conditions
established as a part of contracting the required services. Water and Sewer Services Operating
Environment.

In 2021, the County's estimated population was about 226,600. It is estimated that the population
within the County will grow to about 331,500 by 2040, as detailed by the North Carolina Office of State
Budget and Management. In addition, the County is near the Research Triangle Park and the City of
Raleigh, North Carolina’s research and technology hub and capitol. As such, specific transportation and
roadway development projects (US Highway 70, NC Highway 540 Outer Loop, and the Future Interstate
42) will continue to provide access to the County, supporting the growth of services within the County.

The current and estimated growth within the County is driving water and sewer services providers to
explore and consider all potential options to secure and stabilize the next increment of water and sewer
treatment and other related services. As a result, the operating environment within the County is very
complex, but it is driven by the high demand for water and sewer services. To maintain the appropriate
levels of water and sewer services, the proper planning and scheduling of the needed water and sewer
infrastructure investment, the appropriate timing of scheduled maintenance services to optimize
existing operating costs, and closer coordination between the JCPU and the Utility Systems may be
considered to support providing the appropriate level of water and sewer services.
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Several Utility Systems listed in Table 2 operate water, sewer, electric, and other related municipal
services as Enterprise Funds within their respective municipalities. Enterprise Funds operate to maintain
separate government accounting for respective municipal services to achieve self-sufficiency for the
respective services (the revenues associated with the services can maintain and meet the annual cost to
provide these services). To meet the objectives highlighted herein, each Enterprise Fund operates as a
business unit within the municipality, but the associated revenues and costs are reported as a part of
the municipality’s financial statements. The Enterprise Funds benefit from the availability of resources
within the municipality, the financing capability of the municipality, and the governance support and
guidance distilled from the overseeing body of the municipality. The tenets of a regionalization
arrangement will maintain the principles and objectives associated with operating an Enterprise Fund by
operating as a stand-alone and self-sufficient business unit within a municipal government organization.

As detailed in Table 7, there are four interconnections for water treatment services within Johnston
County (JCPU, Town of Smithfield, Town of Benson, and Town of Dunn). JCPU is the most significant
water service provider. In addition, Table 7 outlines the water system service and interconnections
maintained within the County.

Table 7 Water System Interconnections and Capacity

County-Wide Water Service Interconnections (MGD)

Johnston Town of Town of Town of
System County (JCPU) Smithfield Benson Dunn

1 Johnston County (JCPU) v v

2 Aqua Subdivisions v

3 Aqua Flowers Plantation v

4 Fuquay Varina \/

5 Clayton v

6 Flowers Plantation v

7 Kenly v

8 Micro v

9 Princeton v

10 Pine Level v

11 Selma v

12 Four Oaks v

13 Benson v v
14 Raleigh v

15 Fork Township SD v

16 Wayne County WD v

17 White Oak Plantation (CWS) v

18 Willowbrook Development (CWS) \/
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County-Wide Water Service Interconnections (MGD)

Johnston Town of Town of Town of
System County (JCPU) Smithfield Benson Dunn
19 Winston Plantation (CWS) v
20 Winston Point (CWS) v

As detailed in Table 8, there are five sewer system interconnections within Johnston County (JCPU,
Town of Clayton, Town of Benson, City of Raleigh, and Town of Micro). Johnston County serves as the
most significant provider of sewer treatment services.

Table 8 Sewer System Interconnections and Capacity

County-Wide Sewer Service Interconnection (MGD)

Johnston Town of Town of City of
County (JCPU) Clayton Benson Raleigh
1 Johnston County (JCPU) v v
2 Town of Clayton v v
3 Town of Benson
4 Winston Point (CWS) v
5 Town of Kenly v

Finally, the influx of new and growing industrial customers and the ability of existing Utility Systems to
freely procure the next increment of water and sewer treatment services compounds the difficulties
associated with procuring the next increment of water and sewer services on the Neuse River. In
addition, the ability to procure specific resources/services is exacerbated by the current prices for goods
and services and the competitive landscape and regulatory requirements of procuring water source of
supply and/or sewer discharge capacity on the Neuse River, which creates a competitive and evolving
operating, regulatory, and governing environment for the JCPU and the Utility Systems.
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5.0 Review of Operating Organization

Black & Veatch initiated the Organization Review by conducting interviews with all the Utility Systems
and JCPU to understand the current operating objectives, specific operating functions, and the daily
activities performed by each organization’s staff to provide water and sewer services to existing
customers within the County. The operating functions of the JCPU and the Utility System were reviewed
to determine specific areas of focus. Upon completing the review of the operating functions, Black and
Veatch identified specific areas of focus and highlighted specific considerations and benefits.

The following section summarizes these specific considerations and benefits that must be understood as
part of the Regionalization Arrangement.

5.1 Staffing and Training

During the initial interviews conducted by Black & Veatch, the executive management, operators, and
other staff demonstrated great passion and empathy for the daily rigors of operating their respective
water and sewer systems in the County. Additionally, specific diligence was placed on understanding the
accomplishments of each system given existing staffing and economic challenges, the maintenance of
staffing requirements and benefits, and the existing system knowledge of existing staff in operating and
managing the existing water and sewer systems.

For most of the water and sewer systems, the role of existing staff is cross-functional and expands
across all the enterprise funds operated by the jurisdiction. Consequently, in some cases, a proportion of
the existing staff’s time is dedicated to the water and sewer system. This information was documented
as reported during the initial meetings.

Table 9Table 9 summarizes the staffing levels reported by the utility system.
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Table 9 Water and Sewer System Staffing Level by Utility System

FiE |w/ww| Fre Jw/ww| Fre [w/ww| Fre Jw/ww| Fre |w/ww| Fre fw/ww)] Fre |w/ww)| Fre |w/ww| FTe |w/ww] FTE |w/ww| FTE fw/ww| FTE
Town Manager / Administrator 1 40% 40% | 1 40% 1 40% | 1 40% | 1 40% | 1 40% | 1 40% | 1 40% 9
Water/Wastewater Plant Staff 100% 10 100% 15
Lab Chief Operator (Backup ORC) 100%
W/WW Plant Operator 100%| 4 100% 1 100% 1 100%
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As reported by the Utility Systemes, it is estimated that about 233 employees serve water and sewer
roles within the County as reported during the initial meetings. On a “Full-Time-Employee” (FTE) basis,
just under 200 FTEs are estimated to provide water and sewer services within the County. An FTE
employee provides water and sewer services full-time for 2,080 hours served in the work year.

During the initial interviews, a prevailing theme was the need for additional staff to provide existing
operations, maintenance, and administration services within the Utility Systems. In some cases, Utility
Systems identified the total number of unfilled positions and the intent to fill these positions in short
order. The unfilled positions represent reported staffing positions within the respective Utility Systems
that have been budgeted but not filled. Most Utility Systems reported the need for more staffing, which
is not budgeted to support and optimize existing operations. Consequently, Line 39 of Table 9 details 18
unfilled positions as reported across the Utility Systems. This number is expected to increase with the
anticipated retirement of key management and operational staff over the next 12-24 months at the
JCPU and the Utility Systems.

The Utility Systems reported that all staff maintain the appropriate certifications and educational
requirements to operate the existing water and sewer systems. There were no known violations when
the interviews were conducted.

Considering a regionalization arrangement for water and sewer service within the County, the
designation of the roles and responsibilities of existing staff per Utility System will provide great value in
systematically aligning the existing staffing capabilities with existing operating requirements of the
Utility Systems. Many staffing synergies exist around the uniformity and cross-functional training of
common services provided by a Utility System, such as administrative services, maintenance services,
and specific operational services, to name a few. In addition, the uniformity of services provided within a
regionalized entity will support and potentially absorb certain unfilled positions and encourage the
ability of a regionalized entity to be agile and responsive to customers and other requests and
requirements.

5.2 Existing Water and Sewer Systems

The Town of Smithfield, the Town of Selma, the Town of Benson, and JCPU are the current water
treatment services providers in the County. The Town of Clayton, the Town of Benson, the Town of
Princeton, the Town of Kenly, and JCPU provide sewer treatment services within the County. JCPU
maintains specific master water meters strategically located at specific connection points of the Utility
Systems to read, monitor, and reconcile water service provided periodically. In all cases, Utility Systems
maintain multiple master meters covering the existing service area and ETJ.
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Figure 11 provides a layout of the Utility System ETJ, Master Meters, Water Treatment Plants, and
Sewer Treatment Plants, as provided by the JCPU.
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While the layout of master meters is scattered throughout the county and the respective utility system
ETJ, the concentration of water treatment facilities is in the central and southeastern parts of the
county. This can be attributed to the locations of the JCPU and the Town of Smithfield, the major water
service providers in the County. An increasing proportion of growth and demand for water services is
concentrated in the northern part of the county due to its proximity to Research Triangle Park and the
City of Raleigh, major urban centers in the state’s Coastal Plains region. Within the County, a challenge
exists in serving the next increment of water demand at the lowest possible cost to existing and future
anticipated customers. A regionalization arrangement can support stratifying and balancing the
resources necessary to permit, design, construct, and implement the next increment of water system
capacity at the lowest possible cost to existing and future anticipated customers.

On the other hand, the sewer systems are dispersed across the County. However, the nature of the
existing sewer facilities, including the existence of septic tanks in some portions of the service area,
requires the investment of significant resources to build out the existing sewer system infrastructure.
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Figure 12 provides a layout of the Utility System ETJ, Master Meters, Sewer Treatment Plants, Water
Treatment Plants, and Water and Sewer Lines, as provided by the JCPU.
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The water transmission and distribution system cover most of the County’s service area. In comparison,
the sewer collection system covers more areas in the central and northern parts of the county’s service
area, which can be attributed to the on-site septic tanks in the eastern and southern parts.

In 2020, the collective total average daily demand for potable water service from customers within
Johnston County was about 16 million gallons per day (MGD), plus an additional 4.0 MGD sold to Utility
Systems outside of Johnston County. The JCPU has a permitted maximum daily withdrawal of 17 MGD
from the Neuse River, an additional 7 MGD purchased from systems outside of Johnston County, and
the Town of Smithfield can treat up to 8.5 MGD. The groundwater systems of Selma, Micro, and Pine
Level contribute another 2 MGD, and Benson purchases 1.2 MGD from Dunn. While the JCPU doesn’t
currently have treatment capacity to match its 17 MGD withdrawal, it is in the planning stages of
expanding the existing water treatment capacity. As such, Black & Veatch assumed the full 17MGD for a
total collective water supply of about 36 MGD. Most of the collective water supply in the County is
treated and/or provided by the JCPU and the Town of Smithfield.
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In 2050, the projected collective demand is estimated to be about 44 MGD, and JCPU plans to develop
additional water sources to make the collective supply about 62 MGD. If these future water sources are
successfully developed, the collective demand will be about 70% of the collective supply for a reserve
margin of about 30%. The collective demand in 2050 is estimated to be about 44 MGD.

Table 10 provides a summary of the estimated water system capacity in 2050.

Table 10

Summary of Water System Capacity

Water System Capacity (MGD)

2020 Average Day 2050 Demand 2050 Planned
Flow (MGD) (MGD) Capacity (MGD)

1 Johnston County Service Area 7.6 11.0758 50.16

2 Johnston County Outside Sales 4 15.4 N/A

3 Flowers Planation 0.5814 0.601 0

4 Archer Lodge Included in County Included in County Included in County
#s #s #s

5 Town of Clayton 4.3 12.586 0

6 Wilson’s Mill Included in County Included in County Included in County
#s #s #s

7 Town of Selma 0.6026 0.6889 1.55

8 Town of Pine Level 0.1606 0.1864 0.3

9 Town of Princeton 0.133 0.1885 0

10 Town of Benson 0.883 1.0046 0

11 Benson From Dunn N/A N/A 1.2

12 Town of Four Oaks 0.2863 0.2731 0

13 Town of Smithfield 1.4835 1.6275 8.5

14 Town of Micro 0.0359 0.0832 0

15 Town of Kenly 0.215 0.2164 0.3

16 Total 20.2813 43.9314 62.01

Note:

The information provided herein is based on information provided by the JCPU, the Utility Systems, and Local
Water Supply Plans at the time of the analysis.

As of 2020, the Johnston County collective annual average sewer discharge is about 12.0 MGD, and the
annual permitted capacity of the collective system is about 20.0 MGD. The demand for Johnston County
by 2050 is projected to be about 36 MGD, while the cumulative planned capacities of the collective
systems are about 36 MGD. These levels are a concern because North Carolina requires sewer treatment
facilities to be planned at less than 80% capacity or to maintain a minimum of a 20% reserve margin.
Moreover, there is not yet a clear and understood path to develop the planned capacities to meet the

BLACK & VEATCH | Review of Operating Organization
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36 MGD demand requirement and the operational requirements associated with scaling any
organization to meet this demand requirement must be considered. As detailed during the initial
interviews, the JCPU and the Utility Systems understand the complexity and commitment of permitting
and constructing new facilities in and around the County, specifically on the Neuse River. Table 11
provides a summary of the sewer capacity for each Utility System.

Table 11 Summary of Sewer System Capacity
Sewer System Capacity
(MGD) 2020 2050 Planned
2020 Average Annual Permitted 2050 Demand Discharge
Daily Discharge (MGD) Capacity (MGD) (MGD)
1 Johnston County 7.07 13.50 18 20
2 Flowers Planation 0.33 0.75 0.8 0.75
3 Archer Lodge Included w/County 0 1.11 0
4 Town of Clayton 1.64 2.50 12.6 10
Clayton to Raleigh 0.347 1.000
5 Wilson’s Mill Included w/County 0 0
6 Town of Selma
7 Town of Pine Level
8 Town of Princeton 0.25 0.28 0.5 0.5
9 Town of Benson 1.57 1.90 2.2 3.75
10 Town of Four Oaks
11 Town of Smithfield 0 0
12 Town of Micro
13 Town of Kenly 0.46 0.63 0.7 0.63
14 Total 11.66 20.56 35.9 35.63
Note:

1. The information provided herein is based on information provided by the JCPU, the respective Utility
Systems, and the Local Water Supply Plans at the time of the analysis. While planning information, future
demand, and other information were not provided for some Utility Systems, the summary indicates that
sewer treatment capacity is a critical planning item for the collective County. Black & Veatch provides this
information as a general outline of the planning efforts and considerations of the individual Utility Systems.

For the analysis conducted herein, the collective demand and collective supply are referred to as the

total demand and supply within the County, including JCPU and the Utility Systems’ demand.

BLACK & VEATCH | Review of Operating Organization
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5.3 Information Technology Infrastructure and Resources

The Utility Systems and JCPU reported varying levels of Information Technology (IT) infrastructure,
capabilities, and resources as a part of the initial meetings. Several systems outsource or do not
maintain specific technology functions across the respective water and sewer systems, increasing the
cost of water and sewer services. The interviews indicate minimal uniformity and coinciding approaches
to provide specific functions that require a significant penetration of technology, such as utility billing
services, financial recording and reporting, system asset mapping and location, flow monitoring, and
work order development, to name a few which provides opportunities to optimize the way these
services are provided and reduce the aggregate cost to provide these services.

Table 12 summarizes the IT Infrastructure and Resources Utility Systems and JCPU utilize.

Table 12 Reported Information Technology Infrastructure and Resources

Description

Southern
. . Tyler i Tyler {{ Edmonds Tyler Technologies Tyler Technologies
1 |Financial System U U Software v 8 v 8
Tyler Technologies GIS
2 |Asset Management Y ¢ -

Tyler Technologies Novo Share

3 |Work Orders

4 |scapa Tyler Technologies vT SCADA Ignition

iCe
5 |Board Information iCompass

NeoGov
6 |Human Resources

Clarit
7 | New Development Review and Inspections Gy

Manual Manual AMI AMI AMR Badger Meters  Manual AMI Manual Manual

8 |Meter Reading

IMGIS
9 | Infrastructure Management

AMR
. GIs
10 |Maintenance Management -

Clarit
11 |Project Management By

12 |Work Orders (Asset)

13 |Work Orders (Customer Accounts)
Guru
Computer
14 IT Solutions
Southern
Software

Tyler i Tyler Tyler Technologies Tyler Technologies

15 |Billing/Customer Information Systems
Footnote:

The information and details provided in Table 12 were reported and provided by the Utility Systems and JCPU
during the Initial Interviews. Black & Veatch did not attempt to verify or perform any additional due diligence
outside of documenting the information reported.

The Town of Benson, the Town of Clayton, the Town of Selma, and the Town of Smithfield utilize the
Enterprise Risk Planning (ERP) system developed by Tyler Technologies, which includes financial
management, human resources, resource management, and billing services, and utility services, to
name a few. Across these four utility systems, as detailed in Table 12, each utility system utilizes specific
components of the Tyler Technologies ERP and is in different stages of its IT life cycle. Still, it faces
challenges that must be addressed when considering a regionalization arrangement.

The Town of Clayton and JCPU utilize Cityworks to provide Asset Management services to support the
planning, maintenance, and replacement of existing water and sewer system assets. The challenges
associated with providing asset maintenance services for small-scale, mid-scale, and large-scale water
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and sewer systems differ. Most Utility Systems participating in the analysis are considered Small
Drinking Water Systems as defined by the Environmental Protection Agency’s Safe Water Drinking Act
(SWDA). The SWDA defines a small water system with less than 10,000 active customers. The financial
resources necessary to operate and maintain a small utility system and make the necessary financial
investments in the water and sewer system infrastructure may be prohibitive and constraining because
of the high incremental fixed cost associated with investing in the water and sewer system.
Compounded with the high fixed cost of investment, the maintenance services provided by the Utility
System focus heavily on corrective maintenance compared to predictive maintenance support. Several
Utility Systems outsource certain maintenance components procured and ratified at a higher unit cost
than self-performing maintenance services.

Across the Utility Systems, customer billing and meter reading services are provided by a combination of
Manual Meter Reading, Automatic Meter Reading (AMR), and Automatic Meter Infrastructure (AMI), as
reported in Table 12 by the Utility Systems and JCPU. An opportunity exists for the Utility Systems and
JCPU to convert to AMI and maintain a regional meter reading and customer billing program that will
support the quality of water services provided to customers, enhance the revenue predictability over
the typical fiscal year, serve to identify breaks and leaks within the water system which may become
costly. Additionally, a regional meter reading and customer billing program will support an
understanding of the water billing determinant characteristics, which will provide opportunities to
optimize billing services to reduce the cost of operating the Utility Systems and JCPU. Finally,
implementing a regional AMI system will support water flow monitoring and distribution system
integrity to support the regional planning efforts necessary to implement the next increment of water

supply appropriately.

Currently, most of the Utility Systems rely on the County's Geographic Information System (GIS). Given
the nature of the service and the operational network associated with providing water and sewer
service, it is logical that most of the Utility Systems rely on the County for GIS services.

Cybersecurity is a more prominent issue associated with operating water and sewer systems, given the
need to protect physical assets and information technology. As such, a regionalization arrangement
within the County must promulgate the security and resiliency of existing water and sewer system
assets and drive the need for the Utility Systems to protect physical assets and information technology
to provide the appropriate level of service to customers within the County. In addition, cybersecurity
needs to protect against outside interference impacting the operations of infrastructure and the
projection of sensitive customer, financial, and other jurisdictional information.

5.4 Water and Sewer System Operations

Black & Veatch reviewed existing System Operations for the Utility Systems and JCPU to understand the
alignment of operating objectives and typical operating functions within the Water and Sewer System.
Additionally, Black & Veatch assessed operations for areas of synergy/opportunity that require further
research. Black and Veatch identified the following potential areas that must be researched and
considered as a part of a Regionalization Arrangement:

System Resiliency and Performance Monitoring
Existing Cost of Operations
Structured Planning Approach and Decision-Making Process

Inflow and Infiltration Reduction Initiative
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Asset Maintenance Services

The following sections summarize the potential areas that must be researched and considered as a part
of a Regionalization Arrangement.

5.4.1 System Resiliency and Performance Monitoring

The Utility Systems and the JCPU have provided stable and consistent water and sewer services to the
residents within the County. Most of the Utility Systems in the County are small systems. As such, the
limited resources of a smaller utility system and the current economic and labor challenges present
existing utility systems and JCPU executives and managers mounting competing variables that must be
understood in the county's operating water and sewer systems. The ability of the existing water and
sewer system within the County to withstand adverse weather conditions, accept water and sewer
usage over peak conditions (wet-weather events in the case of sewer), maintain the infrastructural
integrity of the existing back-bone system, remain financially solvent, and maintain the appropriate
levels of service with the addition and/or departure of significant use customers are fundamental
components to achieve System Resiliency.

System Resiliency is embedded in making the necessary investment in the existing water and sewer
system to maintain the appropriate levels of service through all operating conditions. The northeast and
central sectors of the County maintain a higher buildout of water and sewer infrastructure. Additionally,
the northeast and central sectors of the County are experiencing higher rates of new residential,
industrial, and other customer additions. Subsequently, the respective utility systems within these
regions must scale existing water and sewer service capacity to sustainably meet the demands of new
and existing customers. The way this portion of the County sustainably absorbs growth will impact
growth and buildout in the remainder of the County due to the sprawling effect of higher customer
growth areas to lower customer growth areas within the County.

The integrity of the existing water and sewer system infrastructure must be understood as it relates to
the condition, criticality, and cost of repairing and replacing existing assets. Based on the initial
interviews conducted, the integrity of the existing water distribution systems, the integrity of the sewer
collection system, the upgrade of water and sewer maintenance services, the conversion of septic to
sewer in portions of the County, and the utilization of more systematic operating practices represent
considerations that must be addressed to maintain a resilient and agile water and sewer system in the
County. As such, the Utility Systems must systematically invest in the existing water and sewer system to
preserve and enhance the existing infrastructure.

It is understood that the smaller utility systems' financial assets and other resources are limited and
create evident challenges for utility executives and managers in meeting existing annual operating
requirements. While the constraints around meeting annual operating and financial requirements exist,
systematic planning and implementation approaches must be considered to absorb the burden
associated with these requirements. A Regionalization Arrangement may serve to provide significant
support to the Utility Systems and JCPU in maintaining the integrity of the existing infrastructure,
preserving the financial integrity of all systems, managing and protecting the environment, and
providing adequate levels of service for all customers in the County.

5.4.2 Existing Cost of Operations

The Utility System and the JCPU are forced to prioritize and manage daily operating requirements,
presenting specific challenges for each system. In the case of the water and sewer systems detailed as a
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part of the analysis conducted herein, the smaller systems in the County are challenged with securing
the next increment of water supply, performing timely and adequate corrective maintenance services,
and building the necessary financial resources to reinvest and sustainably grow due to the increases in
the cost of good and supplies and the current competitive labor market. On the other hand, larger
systems within the County are burdened with the same issues. Their challenges reside in trying to
commission the next increment of water and sewer supply at an incremental cost that is affordable to
all customers in the County, given the cost of goods and services, competitive labor markets, and the
rigors of securing significant use customers in the region.

Due to the lack of resources and the criticality of specific operating and maintenance requirements,
several smaller systems have outsourced specific operating services, given the magnitude and criticality
of these services. Most of the water and sewer systems within the County do not use systematic
processes, tools, and resources to schedule and perform administrative, maintenance, and other
renewal and replacement requirements, which drive up the cost of goods, equipment, and services
required.

In 2021, the American Water Works Association (AWWA) conducted a water and sewer system
benchmarking survey titled AWWA Utility Benchmarking, Performance Management for Water and
Wastewater (AWWA Survey). The survey measured 61 key performance indicators from 168 United
States and Canada participants who own and operate water and sewer systems.

Figure 13 and Figure 14 provide a summary comparison of O&M cost per million gallons of water
processed and sewer treated for the Utility Systems, JCPU, and National and Region Il systems based on
the results of the AWWA Survey. The National results represent all the participants in the survey, and
the Region Il results are specific to water and sewer systems that participated in the survey in the states
of Alabama, Georgia, Kentucky, Mississippi, North Carolina, Puerto Rico, South Carolina, Tennessee,
Virginia, and West Virginia.
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Figure 13 O&M per Million Gallons of Water Processed
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O&M per MG Wastewater
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Based on the results outlined in Figure 13, O&M per Million Gallons of Water processed, the total O&M
cost to support potable water production for the Utility Systems, and JCPU is greater than the National
and Region Il average cost calculated in the AWWA Survey. In addition, JCPU, the Towns of Smithfield,
Benson, and Clayton incur O&M cost per million gallons of water processed, which is lower than the
calculated average of about $15,000.

The O&M cost per million gallons of sewer treated within the County is greater than the National and
Region Il average cost calculated in the AWWA Survey, as detailed in Figure 14. The Towns of Princeton,
Smithfield, Benson, Selma, and Kenly incur O&M cost per million gallons of sewer treated, which is
lower than the calculated average of under $14,000.

Figure 15 compares the Operating Ratios of the Utility Systems and the national average based on the
AWWA Survey. The operating ratio is a metric that evaluates how much an organization’s operating
revenues support operating costs. JCPU and the Town of Clayton are the only two systems below the
national average of 54%. The rest of the utility systems maintain operating ratio factors that are higher
than the national average. The average operating ratio of the Utility Systems is 78%, which is higher than
the national average.
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Figure 15 JCPU and Utility System Operating Ratio Comparison

While the results outlined in Figure 13, Figure 14, and Figure 15 are higher compared to the results of
the AWWA Survey, specific variables influence how small systems procure and plan for services and
other requirements. For example, the financial aspects and other resources that drive redundancy
purchases in goods and services may translate into a lower unit purchase cost. For example, bulk buying
for economies of scale may be difficult for the small water and sewer system to achieve individually. This
example may be extrapolated through varying components and sectors of operating a water and sewer
system. It is not abnormal to see a higher unit cost of equipment and specific goods and services
required for small water and sewer systems, especially if these purchases are driven by criticality and
corrective needs that may hamper operations.

A regionalization arrangement may support the Utility Systems and JCPU in planning and appropriately
scheduling O&M needs and requirements to reduce the burden of criticality and corrective purchases,
which are implicitly more costly and burdensome to the Utility Systems and JCPU.

5.4.3 Structured Planning Approach and Decision-Making Process

Historically, the JCPU has served as the major water and sewer service provider within Johnston County.
As such, Utility Systems rely heavily on the availability and readiness of water and sewer service capacity
from the JCPU, placing less emphasis on individual systems developing a systematic long-term planning
approach. The JCPU continues to experience an influx of competing requests for additional water and
sewer service capacity that is driving all participants to diligently ratify the nature, location, and impact
of the next increment of water and sewer capacity within the County. Additionally, the region maintains
numerous water and sewer interconnections, some of which pass through certain jurisdictions within
the County and extend outside of the County, so the necessary steps must be initiated to understand
the implications of the next increments of water and sewer system treatment capacity especially with
the additions of significant use and other industrial customers that demand significant incremental
capacity. A holistic and dynamic planning approach is required, guided by specific policies and
procedures that ratify and share the operating benefits through a road mapping process.
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Figure 16 provides a Regionalization Implementation Approach that the Utility Systems and the JCPU
may utilize to initiate the efforts necessary to consider and implement a Regionalization Arrangement.

' County I Regionalization : IFEnp!emei_nt " " Monitor
1 Strategy 2 Strategy 3 Steglona 2l 4 Performance
rategy

)
!

Overarching Goals Strategies, Initiatives, & Action Plans

Assess the form of governance, people, processes, tools, and

Organization technology. Standardize operating planning & practices.

Infrastructure Assess current and future collective service requirements
Stability along with the condition, criticality, and cost of infrastructure

25

Assessment of the level of stakeholder communication

Stakeholders and engagement

Financial Assess current and future anticipated financial conditions

i

3
5
3
-
g
H

Perform a review of the outstanding/pending

Regulatory regulatory matters

Legal Perform a complete legal review

- (&

1 1

Strategic Regionalization value chains with multiple entry and integration points

Figure 16 Regionalization Implementation Approach

The nature of the existing water and sewer systems within the County is diverse as it relates to the size
of the systems, age and integrity of the systems, operating and financial practices and resources, and
how each system adds residential, commercial, and industrial customers. The eastern and southern
regions of Johnston County maintain a lower population concentration than the central and northern
regions, so the water and sewer infrastructure is not built to serve this region, especially the sewer
infrastructure. As population growth drives population density within the County, the eastern and
southern regions will require more infrastructure to support the necessary water and sewer capacity
additions. As such, the integrity of the infrastructure and location of water and sewer capacity in the
central and northern regions of the County must be understood and optimized. A regional approach to
planning and decision-making through cross-functional teams implementing uniform processes and
procedures may support a Regionalization Arrangement.

5.4.4 Inflow and Infiltration Reduction Initiative

To foster regional coordination and determine the associated synergies to combat Inflow and Infiltration
(1&I) within Johnston County, a regional 1&I reduction initiative must be formulated to ratify the integrity
of the sewer collection system and manage wet weather peak flow. Within the County, the Utility
Systems and JCPU must maintain provisions that allow them to understand the sewer usage and
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collection system characteristics within the region, manage the operating practices, balance the cost
exposure, and establish I&| mitigation efforts and benchmarks.

Table 13 briefly estimates the current I1&I for some systems within the County. The information detailed
is not complete and is based on the best-known information provided during the analysis. While this
information provides a perspective on the level of I&| within the county, it must not be deemed absolute
until a detailed mass balance analysis is performed.

Table 13 Sewer System Interconnections and Capacity

FY 2021 County-Wide Inflow and Infiltration

Inflow and Inflow and
Billed Sewer Treated Sewer Infiltration Infiltration
Flow (MGD) Flow (MGD) (MGD) (Percent)

1 JCPU 5.51 8.02 2.51 31%

2 Town of Clayton 3.38 3.37 N/A N/A

3 Town of Wilson’s Mills N/A N/A

4 Town of Selma 0.44 1.68 1.25 74%

5 Town of Pine Level 0.14 0.30 0.16 53%

6 Town of Princeton 0.11 0.35 0.24 69%

7 Town of Benson 0.73 1.94 1.21 62%

8 Town of Four Oaks 0.21 0.28 0.07 25%

9 Town of Smithfield 0.86 3.22 2.36 73%

10 Town of Micro 0.03 0.06 0.03 50%

11 Town of Kenly 0.18 0.61 0.43 70%

12 Total 11.59 19.83 8.26 42%

Note:

1. The billed and treated sewer flow information provided is incomplete, but it is based on the best-known
information at the time of the study. The representation of 1&I is presented to provide a perspective of the
potential level of I&I treated within the County limits. A complete review must be performed to understand
the total amount of 1&I treated within the County limits.

For the systems reviewed in Table 13, the level of 1&] on an individual system basis ranges from a low
25% (Town of Four Oaks) to a high of 73% (Town of Selma). On aggregate, 42% of the sewer flow treated
within the County limits is attributable to I&I. The level of I&I detailed in Table 13 provides significant
opportunities for sewer systems within Johnston County to reduce operating costs. |&I, by nature, is
representative of specific failures in the integrity of the collection system, which impacts the cost and
the resources necessary to manage and treat the sewer system flow.

A detailed evaluation of I&I for the sewer system within the County limits must be performed to
determine the locations on the collection system with high I1&I flow and develop a regional approach to
reduce 1&I.
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5.4.5 Asset Maintenance Services

Traditionally, water and sewer systems have combined the services related to operations and
maintenance and applied the respective activities around these services based on the location of their
respective facilities. Utilities in North America have taken the initiative to separate the operations and
maintenance services to achieve improved operating efficiencies and economies. Small water and sewer
systems often combine operations and maintenance services to maximize existing staffing and other
resources.

Based on the initial interviews, several Utility Systems completely or partially outsource components of
their respective maintenance services to a third-party contractor. Typically, third-party contractors are
established to perform activities associated with corrective maintenance. Utility systems must focus on
and progress toward completing preventative maintenance services to minimize the cost of asset repair
and renewal. Outsourcing is typically utilized when a jurisdiction does not have adequate staffing
resources. In the face of limited resources, the Utility Systems and JCPU have to prioritize maintenance
service to maximize the effectiveness of staff and money spent (is it more effective to outsource the
activity versus doing it in-house). Right now, limited labor is an issue for public and private sectors.
Contractors are running 2-3x higher than in-house resources. However, finding and hiring qualified staff
takes time and is a longer term solution. Hence, outsourcing maintenance services support the existing
staffing challenges, but at a higher cost than completing these services in-house.

As the Utility Systems and JCPU move toward considering a regionalization arrangement, implementing
industry best practices, such as developing and running a comprehensive asset management program,
will support the development of a systematic approach to schedule, perform, and monitor required
maintenance services. It will also allow managers and decision-makers to evaluate the true cost of
maintaining an asset and modify, as necessary, operational protocols to support the effective use of
limited dollars.

The Utility Systems and JCPU must consider establishing a dedicated maintenance group as part of a
regionalization arrangement to perform preventive and corrective maintenance services. The dedicated
maintenance group should possess its own planners, schedulers, and other management services tools
to provide focused and precise allocation of existing resources. Within a utility, the commitment to
implement and maintain a program of this nature requires dedicated resources from all organizational
sectors. Sometimes, the required resources are unavailable, so the utility procures the maintenance
services through other means. As the water and sewer service industry evolves and improved
production processes and technologies are implemented, the need for improved maintenance
management practices will be critical for utility organizations' long-term resilience and financial
feasibility.

Table 14 summarizes maintenance services provided by the Utility System and JCPU as reported during
the initial meeting.
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Table 14 Maintenance Services Provided by the Utility Systems and JCPU
Archer Four Pine Wilson
Characteristics Lodge | Benson | Clayton Oaks® | JCPU | Kenly | Level | Princeton | Selma | Smithfield Mills®®
Business Unit Leader u u
Dedicated Maintenance Group n n

Services Provided by Geography

Preventive Maintenance u u

Corrective Maintenance L n u u | | | | | | [ |
Control System Utilized? [ | [ | [ | [ | [ ] [ ] [ ]

Notes:

1. The maintenance group has a dedicated leader that is solely responsible for all maintenance activities.

resources.
3. Maintenance services are provided by JCPU.

2. Existing water and/or sewer treatment plant control and maintenance management systems are utilized in the planning and scheduling of maintenance

BLACK & VEATCH | Review of Operating Organization
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Table 14
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Table 14 highlights the dependence on corrective maintenance services within the County, typically
procured at a high cost. As such, focus must be placed on transitioning the water and sewer systems
within the County to performing more preventative maintenance services to reduce the cost of life cycle
repair and asset replacement.

Finally, when a jurisdiction serves a diverse and expanding customer base that has evolved over the life
of service, specific rituals and practices must be preserved and codified, especially within the O&M
business function, thereby maintaining the ability to document typical activities and best practices
across all the business functions and facilities served becomes a critical activity to achieving sustainable
operations. When implemented appropriately, asset maintenance services can achieve the proper
standardization and documentation of maintenance activities, and all the factors detailed herein are
critical to achieving synergies and cost savings as a part of a regionalization arrangement.
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6.0 Summary of Stakeholder Matrix

Black & Veatch created an initial list of stakeholders for consideration by the JCPU and the Utility
Systems. The list of stakeholders is prepared to provide a perspective on the groups and operating
bodies that will be impacted and/or can impact the ratification of a regionalization arrangement across
water and sewer services provided by the JCPU and the Utility Systems.

Table 15 summarizes the initial list of stakeholders, which is expected to increase as the JCPU, and the
Utility Systems perform the necessary due diligence to ratify a regionalization arrangement.
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Table 15 Stakeholder Matrix

Infrastructure
Stakeholders Operational Stability Financial Regulatory
Residential Customers | [ ] | | [ |
Non-Residential Customers | | | | |
Wholesale Customers | | | | u
North Carolina General Assembly u | |
North Carolina Department of Environmental L u | |
Quality
North Carolina Environmental Management u n u |
Commission
North Carolina Treasurer’s Office of Local u n | ] [ ]
Government Commission
North Carolina Utilities Commission L u ] | |
Financial Institutions (Creditors) | | |
Utility Systems’ Employees | [ ] | | [ |

BLACK & VEATCH | Summary of Stakeholder Matrix
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7.0 Financial Feasibility

The Owner is assessing the viability of a regionalization scenario between the water and sewer systems
owned and operated by the Owner and the other Utility Systems within Johnston County, North
Carolina (“County”). As a part of this assessment, a Financial Feasibility Review was prepared to examine
the financial feasibility of a regionalization scenario for all water and sewer service providers within the
County. The purpose of this section is to (1) understand the revenue impact for the Utility Systems, (2)
understand the operating and capital cost implications of a regionalization scenario based on the
current and known information, and (3) highlight specific financial and economic impacts that the JCPU
and the Utility Systems must understand.

7.1 Analysis Methodology

The analysis detailed herein presents a high-level financial planning review that includes the review and
projection of revenues and revenue requirements (costs) for the JCPU, each Utility System, and the
Regionalized System. Revenue and revenue requirements are projected over a 20-year forecast period,
recognizing the anticipated growth in the number of customers, water consumption patterns, and the
escalation in cost throughout the County. In addition, the analysis recognizes specific infrastructure
development and maintenance requirements, incremental operating and maintenance costs, and the
cost of specific transition-related initiatives that must be undertaken over the forecast period, as
determined per Utility System.

The financial plans developed support the JCPU and the Utility System in meeting scheduled operating
requirements, financial metrics, and maintaining the water and sewer system’s financial health over the
forecast period. A Regionalized System’s Financial Plan is developed to demonstrate the annual
operating requirements and the ability of the combined JCPU and Utility System revenues to meet
revenue requirements over the forecast period.

7.2 General Assumptions

General assumptions utilized in revenues and revenue requirements analyses are summarized on the
following pages. Any substantial differences between the assumptions and the actual occurrences may
affect the indicated revenue increases and proposed changes presented in this report.

7.2.1 General

A Base Case financial plan is developed for the JCPU and each Utility System to demonstrate the ability
of existing revenues to meet annual operating requirements. Appendix A- of this Report provides the
individual JCPU and Utility System financial plans.

The report details the financial plan results of the Regionalized System, which is a build-up of the JCPU
and individual utility system requirements and other annual requirements.

The analysis's forecast period is FY 2025 through FY 2045.

As disclosed per Utility System during the initial Interviews, individual Utility System customer growth
rates, cost escalation factors, financing criteria, and specific capital requirements were incorporated as a
part of the analysis detailed herein per Utility System.

7-1



Johnston County, North Carolina | Johnston County Regionalization Feasibility Report

7.2.2 Revenues

The forecast of service revenues is based on audited FY 2023 service revenues, which serve as the base
year, as provided by the respective Utility Systems. The Base Year serves as the most recent full year of
audited service revenues before the beginning of the forecast period. Annual customer growth rates per
Utility System are applied to the Base Year service revenues to determine the forecast of existing service
revenues over the forecast period.

The projected forecast of other operating and non-operating revenues is based on the annual growth
rate defined by the Utility System.

The forecast of total revenues is prepared and presented on a combined water and sewer systems basis
for the Regionalized System.

7.2.3  Operating and Maintenance Expenses

Projected operations and maintenance expenses were forecasted for the JCPU and the Utility Systems’
water and sewer systems, respectively. Specific escalatory factors were utilized and are summarized in
Table 16.
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Table 16 Operations and Maintenance Escalation Factors
‘ ‘ Town of ’ Town of

Description Clayton Smithfield Pine Level Selma Benson Kenly Princeton Four Oaks
System-Wide 6.5% 5.0% 5.0% 6.0% 5.0% 5.0% 6% 5.0%
Salaries & Benefits 5.0%

Labor 5.0%

Fuel & Energy 10.0%

Chemicals 10.0%

Materials 5.0%

Supplies 5.0%

Services 5.0%

Other 5.0%
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Specific activities and tasks must be completed as a part of transitioning to a Regionalized System. The
cost associated with certain transition activities and other one-time operating expenses are scheduled
as incremental O&M and incorporated into the total Regionalized Entity O&M.

Listed below are specific categories of incremental O&M as summarized in the Report:
e New Water Treatment Plant O&M;
e PFAS Treatment Cost; and

e AMI Conversion.

7.2.4  Major Capital Improvements

Each Utility System financial plan includes CIPs identified by JCPU and each Utility System and/or an
assignment of renewal and replacement projects’ funding for FY 2025 through FY 2045.

7.2.5 Capital Improvement Financing

The CIP identified is funded over the forecast period with a combination of revenue bonds, state
revolving funds, cash on hand, and other sources of funding estimated. The nature by which JCPU and
each Utility System develop and track the progress of implementing capital projects is different, so the
nature by which projects are scheduled and funded is determined on an individual Utility System basis
and aggregated to the Regionalized System.

Revenue Bond requirements are estimated to utilize a 30-year amortization period with an average
interest rate of 5.5 percent and equal annual principal and interest payments. Black & Veatch is not a
registered municipal financial advisor; thus, actual debt structures for any proposed issuances must
follow the guidance of the appointed financial advisors.

State Revolving Funds (SRF) requirements are estimated utilizing a 20-year amortization period, an
average interest rate of about 3.15%, and equal annual principal and interest payments.

All bond issuance costs are estimated to be 1.0% of the issue amount.

As a note, the actual structuring of the proposed debt service will be determined by the financial
advisors that is procured by the Regionalized Entity and the proposed debt service detailed herein
provides a range of magnitude for the proposed debt service.

7.2.6  Operating Cash Flow

Beginning water and/or sewer system fund balances for each Utility System are utilized and aggregated
to the Regionalized System to support the financing of capital projects.

Over the forecast period, each Utility System targets a minimum cash balance of 120 days by the end of
the forecast period. Additionally, each Utility System targets a 1.50 in debt service coverage over the
forecast period.

7.3 Forecast of Revenues

The Utility Systems derive revenue primarily from charges for treated water and sewer services along
with other revenue sources, including income associated with billing fees, service charges, metering
fees, connection fees, delinquent fees, and other miscellaneous revenue. For this assessment, revenues
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are forecasted by individual system and aggregated to the Regionalized System’s financial plan. The
components of the revenue forecast are explained in this section of the Report.

7.3.1 Customers and Growth

The analysis of the customers and growth over the forecast period for JCPU and each Utility System
indicates different growth levels in new customer connections over the forecast period. All the Utility
Systems serve major customer groups such as residential, commercial, industrial, and irrigation
customers, to name a few. In addition, specific utility systems maintain service agreements with
neighboring jurisdictions to provide and take water and sewer services. Based on the direction provided
by each Utility System, customer additions are forecasted on a total system basis and utilized to support
the forecast of revenues.

Table 17 summarizes the customer growth rates utilized per Utility System over the forecast period.

Table 17 Annual Customer Growth Rates
Pine Four
Description JCPU | Clayton | Smithfield Level Selma Benson | Kenly Princeton Oaks
Total System | 2.5% 2.5% 2.5% 3.0% 2.5% 2.5% 3.0% 2.5%
FY 2025 - FY 2.5%
2026
FY 2027 - FY 3.2%
2030
FY 2031 -FY 2.9%
2035
FY 2036 — FY 1.4%
2045

7.3.2 Water and Sewer Revenues

Water and sewer sales revenue projections under existing rates are based on audited FY 2023 revenues
and annual customer growth rates over the forecast period. The JCPU and Utility Systems furnish
specific availability/customer charge (fixed) and volumetric rate (variable) revenues for water and sewer
service. The combination of these two sources of revenue makes up the water and sewer system’s user
rate revenues. Additionally, utility systems generate revenues from other sources, including other
operating, non-operating, and interest income.

For this analysis, the revenues generated by the JCPU and the Utility Systems are aggregated and
presented based on the Regionalized System. The estimated revenues over the forecast period are
provided in Table 18.

The existing revenue for the Regionalized System is forecasted to grow from $113.8 million in 2025 to
$185.00 million in 2045.

Table 18 provides a summary of the existing combined systems revenues.
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Table 18 Combined System Projected Revenue under Existing Rates (in millions)
Clayton Smithfield Pine Level Selma Benson Kenly Princeton Four Oaks Total
2025 $59.19 $29.36 $10.19 $1.11 $5.26 $4.30 $2.16 $0.75 $1.53 $113.82
2026 $60.67 $30.06 $10.44 $1.14 $5.41 S4.41 $2.22 $0.77 $1.57 $116.67
2027 $62.19 $31.04 $10.70 $1.17 $5.58 $4.52 $2.27 $0.80 $1.61 $119.84
2028 $63.74 $32.04 $10.97 $1.20 $5.74 $4.63 $2.33 $0.82 $1.65 $123.09
2029 $65.34 $33.04 $11.25 $1.23 $5.92 $4.74 $2.39 $0.85 $1.69 $126.40
2030 $66.97 $34.05 $11.53 $1.26 $6.09 $4.86 $2.45 $0.87 $1.73 $129.78
2031 $68.65 $35.08 $11.81 $1.29 $6.28 $4.98 $2.51 $0.90 $1.77 $133.24
2032 $70.36 $36.12 $12.11 $1.32 $6.46 $5.11 $2.57 $0.93 $1.82 $136.77
2033 $72.12 $37.17 $12.41 $1.36 $6.66 $5.24 $2.64 $0.95 $1.86 $140.37
2034 $73.92 $38.23 $12.72 $1.39 $6.86 $5.37 $2.70 $0.98 $1.91 $144.05
2035 $75.77 $39.30 $13.04 $1.42 $7.06 $5.50 $2.77 $1.01 $1.96 $147.81
2036 $77.67 $39.86 $13.37 $1.46 $7.28 $5.64 $2.84 $1.04 $2.00 $151.12
2037 $79.61 $40.43 $13.70 $1.50 $7.49 $5.78 $2.91 $1.07 $2.05 $154.51
2038 $81.60 $41.01 $14.04 $1.53 $7.72 $5.92 $2.98 $1.10 $2.11 $157.99
2039 $83.64 $41.60 $14.39 $1.57 $7.95 $6.07 $3.06 $1.14 $2.16 $161.54
2040 $85.73 $42.20 $14.75 S1.61 $8.19 $6.22 $3.13 $1.17 $2.21 $165.18
2041 $87.87 $42.80 $15.12 $1.65 $8.43 $6.38 $3.21 $1.21 $2.27 $168.91
2042 $90.07 $43.42 $15.50 $1.69 $8.69 $6.54 $3.29 $1.24 $2.33 $172.73
2043 $92.32 $44.04 $15.89 $1.74 $8.95 $6.70 $3.37 $1.28 $2.38 $176.63
2044 $94.63 $44.67 $16.29 $1.78 $9.22 $6.87 $3.46 $1.32 $2.44 $180.63
2045 $97.00 $45.31 $16.69 $1.09 $9.49 $7.04 $3.54 $1.36 $2.50 $184.72
Note:
1. Allrevenues are stated on a regionalized system basis throughout the analysis.
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7.4 Forecast of Revenue Requirements

The revenue required to adequately provide for the continued operation of the JCPU and the Utility
Systems must be sufficient to meet the annual revenue requirements (costs). Such revenue
requirements include (1) operating and maintenance expenses; (2) debt service requirements, consisting
of principal, interest, and any reserve fund payments on revenue bonds (3) and other expenditures and
transfers. In addition, annual revenues need to be adequate to meet the debt service coverage
requirements established by the bond ordinance applicable to existing and future revenue bond issues.

7.4.1 Operating and Maintenance Expenses

Operating and maintenance expenses include the annual expenses associated with all the operating
functions of the Utility Systems. These expenses include the annual salaries and wages of personnel,
costs for material and supplies, fuel and electric power costs, incremental O&M associated with the new
WTP and PFAS Water Treatments, and other costs such as employee benefits, insurance, and contract
services. Projections of future operating and maintenance expenses are based on the most recent
budget information and an analysis of current and anticipated operating conditions and trends.
Operating and maintenance expenses have increased in recent years primarily due to the combined
effects of inflation, supply chain constraints, and rising fuel and energy prices.

Operating expenses for the Regionalized System are forecasted to grow from $89.6 million in 2025 to
$305.2 million in 2045.

Table 19 lists the operations and maintenance expenses forecast for the Regionalized Entity over the
forecast period.
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Table 19 Forecast of Operations and Maintenance Expense (in millions)
Clayton Smithfield Pine Level Selma Benson Princeton Four Oaks Total
2025 $47.23 $19.76 $7.66 $1.07 $5.50 $3.85 $2.07 S0.71 $1.80 $89.66
2026 $51.98 $19.95 $8.34 $1.13 $5.89 $4.04 $2.18 $0.75 $1.89 $96.17
2027 $56.55 $21.19 $8.76 $1.19 $6.24 $4.24 $2.29 $0.80 $1.98 $103.25
2028 $60.22 $21.54 $9.20 $1.25 $6.62 $4.46 $2.41 $0.85 $2.08 $108.62
2029 $64.14 $22.18 $9.66 $1.31 $7.01 $4.68 $2.53 $0.90 $2.19 $114.59
2030 $68.31 $23.63 $10.14 $1.37 $7.43 $4.91 $2.65 $0.95 $2.29 $121.70
2031 $72.75 $25.19 $10.65 S1.44 $7.88 $5.16 $2.79 $1.01 S2.41 $129.27
2032 $77.48 $26.87 $11.18 $1.52 $8.35 $5.42 $2.93 $1.07 $2.53 $137.34
2033 $82.51 $28.68 $11.74 $1.59 $8.85 $5.69 $3.07 $1.13 $2.66 $145.93
2034 $87.88 $30.63 $12.33 $1.67 $9.39 $5.97 $3.23 $1.20 $2.79 $155.08
2035 $93.59 $32.71 $12.94 $1.75 $9.95 $6.27 $3.39 $1.27 $2.93 $164.81
2036 $99.67 $34.97 $13.59 $1.84 $10.55 $6.59 $3.56 $1.35 $3.08 $175.19
2037 $106.15 $37.41 $14.27 $1.93 $11.18 $6.91 $3.73 $1.43 $3.23 $186.25
2038 $113.05 $40.03 $14.98 $2.03 $11.85 $7.26 $3.92 $1.52 $3.39 $198.03
2039 $120.40 $42.85 $15.73 $2.13 $12.56 $7.62 $4.12 S1.61 $3.56 $210.58
2040 $128.22 $45.88 $16.52 S2.24 $13.31 $8.00 $4.32 $1.70 $3.74 $223.95
2041 $136.56 $49.15 $17.35 $2.35 $14.11 $8.40 $4.54 $1.81 $3.92 $238.19
2042 $145.43 $52.67 $18.21 $2.47 $14.96 $8.82 $4.77 $1.92 $4.12 $253.37
2042 $154.89 $56.46 $19.12 $2.59 $15.86 $9.27 $5.00 $2.03 $4.33 $269.55
2044 $164.96 $60.54 $20.08 $2.72 $16.81 $9.73 $5.25 $2.15 $4.54 $286.79
2045 $175.68 $64.95 $21.08 $2.86 $17.82 $10.22 $5.52 $2.28 $4.77 $305.17
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7.4.2 Debt Service

The estimated debt service obligations forecasted for JCPU and each Utility System are utilized using
information retained from bond obligations provided by JCPU and each Utility System for the forecast
period. In addition, the forecast of proposed debt is based on the proposed financing plan and the
aggregated share of debt over the forecast period.

Total debt service for the Regionalized System is forecasted to grow from $35.7 million in 2025 to
$70.0 million in 2045.

Table 20 summarizes the debt service obligations on outstanding and proposed debt for the forecast
period.
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Table 20 Debt Service Obligations on Outstanding and Proposed Debt (in millions)

’ ‘ ‘ Four | Existing ’ Proposed Total

JCPU Clayton Smithfield Pine Level Selma Benson Kenly | Princeton | Oaks Debt Debt Debt

2025 $25.04 $5.95 $1.02 $0.08 $0.25 $0.33 S- $0.06 $0.05 $32.77 $2.91 $35.68
2026 $26.35 $15.57 $0.72 $0.08 $0.25 $0.33 S- $0.06 $0.05 $43.40 $6.77 $50.17
2027 $25.51 $14.66 $0.71 $0.08 $0.25 $0.33 S- $0.06 $0.05 $41.65 $10.47 $52.12
2028 $25.40 $14.60 $0.70 $0.08 $0.25 $0.41 S- $0.06 $0.05 $41.55 $19.16 $60.71
2029 $29.90 $14.36 $0.70 $0.08 $0.25 $0.23 S- $0.06 $0.05 $45.62 $24.77 $70.39
2030 $29.89 $14.30 $0.69 $0.04 $0.25 $0.23 S- $0.06 $0.05 $45.50 $37.84 $83.34
2031 $24.31 $14.24 $0.68 $0.04 $0.25 $0.21 S- $0.06 $0.05 $39.83 $38.14 $77.97
2032 $24.16 $14.19 $0.68 $0.04 $0.25 $0.23 S- $0.06 $0.05 $39.64 $45.90 $85.53
2033 $23.80 $14.13 $0.67 $0.04 $0.25 $0.23 S- $0.06 $0.05 $39.22 $46.25 $85.47
2034 $23.22 $14.07 $0.66 $0.04 $0.25 $0.18 S- $0.06 $0.05 $38.51 $58.22 $96.73
2035 $23.17 $14.01 $0.66 $0.04 $0.25 $0.14 S- $0.06 $0.05 $38.36 $58.49 $96.85
2036 $22.87 $13.68 $0.65 $0.04 $0.25 $0.14 S- $0.06 $0.05 $37.72 $60.02 $97.74
2037 $21.73 $13.62 $0.64 $0.04 $0.25 $0.14 S- $0.06 $0.05 $36.53 $60.24 $96.77
2038 $20.58 S- $0.67 $0.04 $0.25 S0.14 S- $0.06 $0.05 $21.78 $61.76 $83.54
2039 S- S- $0.67 $0.04 $0.25 $0.14 S- $0.06 $0.05 $1.20 $64.26 $65.46
2040 S- S- $0.67 $0.04 $0.25 $0.14 S- $0.06 $0.05 $1.20 $65.38 $66.58
2041 S- S- $0.67 $0.04 $0.25 $0.14 S- $0.06 $0.05 $1.20 $65.61 $66.81
2042 S- S- $0.67 $0.04 $0.25 $0.14 S- $0.06 $0.05 $1.20 $66.73 $67.93
2042 S- S- $0.67 $0.04 $0.25 $0.14 S- $0.06 $0.05 $1.20 $66.97 $68.17
2044 S- S- $0.67 $0.04 $0.25 $0.14 S- $0.06 $0.05 $1.20 $68.58 $69.78
2045 S- S- $0.67 S- $0.25 $0.14 S- $0.06 $0.05 $1.16 $68.82 $69.99
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7.4.3  Other Expenditures and Transfers

Other expenditures and transfers include costs that the Utility Systems incur after fulfilling operating
and maintenance and debt service obligations from each Utility System’s revenues. These costs are
typically funded by cash from operations and any other unrestricted sources of funds available to JCPU
and each Utility System.

The current forecast of other expenditures and transfers includes four (3) distinct categories: capital
outlay, renewal and replacement projects, and transfers to other funds such as the general fund and
reserve fund. For several utility systems, no funds have been assigned to support other expenditures as
a part of existing budget documents, so the magnitude of re-investment in the existing system is limited,
creating potential issues related to maintenance and the cost of future capital investment. Upon
meeting operations and maintenance requirements along with debt service requirements, the
investment in other expenditures is representative of current system investment because the general
nature of other expenditures is capital intensive.

Total other expenditures for the Regionalized System are forecasted to grow from $25.0 million in 2025
to $45.5 million in 2045.

Table 21 shows the annual expenditures and transfer totals for the Regionalized System.
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Table 21 Projected Other Expenditures and Transfers (in millions)
Clayton Smithfield Pine Level Selma Benson Princeton Four Oaks Total
2025 $10.76 $12.08 $1.15 $0.13 $0.46 $0.24 $0.03 $0.09 $0.12 $25.06
2026 $11.24 $11.89 $1.17 $0.14 $0.46 $0.24 $0.05 $0.15 $0.12 $25.46
2027 $11.75 $11.99 $1.19 $0.15 $0.46 $0.24 $0.06 $0.17 $0.13 $26.13
2028 $12.28 $13.20 $1.36 $0.18 $0.46 $0.24 $0.08 $0.16 $0.13 $28.11
2029 $12.85 $12.70 $1.48 $0.19 $0.46 $0.24 $0.09 $0.21 $0.14 $28.37
2030 $13.44 $14.82 $1.71 $0.20 $0.46 $0.24 $0.11 $0.19 $0.15 $31.32
2031 $14.06 $14.93 $1.53 $0.21 $0.46 $0.24 $0.10 $0.21 $0.16 $31.90
2032 $14.71 $13.71 $1.56 $0.20 $0.46 $0.24 $0.10 $0.22 S0 $31.20
2033 $15.40 $13.68 $1.59 $0.21 $0.46 $0.24 $0.12 $0.29 S0 $31.99
2034 $16.13 $13.80 $1.62 $0.22 $0.46 $0.24 $0.11 $0.29 S0 $32.87
2035 $16.90 $13.93 $1.65 $0.23 $0.46 $0.24 $0.13 $0.33 S0 $33.88
2036 $17.71 $14.07 $1.68 $0.25 $0.46 $0.24 $0.13 $0.35 S0 $34.88
2037 $18.56 $14.21 $1.72 $0.29 $0.46 $0.24 $0.12 $0.36 S0 $35.95
2038 $19.45 $16.35 $1.85 $0.30 $0.46 $0.24 $0.14 $0.38 S0 $39.18
2039 $20.40 $16.48 $1.99 $0.34 $0.46 $0.24 $0.14 $0.39 S0 $40.45
2040 $21.40 $16.61 $2.13 $0.36 $0.46 $0.24 $0.14 $0.41 S0 $41.75
2041 $22.45 $18.75 $2.37 $0.38 $0.46 $0.24 $0.14 $0.44 S0 $45.23
2042 $23.57 $16.88 $2.51 $0.37 $0.46 $0.24 $0.15 $0.47 S0 $44.64
2042 S24.74 $15.02 $2.66 $0.38 $0.46 $0.24 $0.16 $0.49 S0 $44.15
2044 $25.98 $14.15 $2.91 $0.41 $0.46 $0.24 $0.14 $0.51 S0 $44.80
2045 $27.29 $13.29 $3.16 $0.39 $0.46 $0.24 $0.15 $0.55 S0 $45.52
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7.4.4 Additional Revenue Requirements

As a part of transitioning and aligning the JCPU and the Utility System, specific actions have been
proposed as a part of the proposed regionalization arrangement detailed in this Report. Provided is a
summary of additional revenue requirement items detailed in the Financial Plan:

Renewal and Replacement Investment — Due to the lack of adequate reinvestment into the existing
Utility System. Black & Veatch proposes considering an additional renewal and replacement investment
for all utility systems that do not have one. A renewal and replacement investment range is developed
per Utility System as a percentage of the current value of the total water and sewer system assets,
which is based on the current rate of depreciation (floor) and the need/aptitude to procure and
schedule the required investment (ceiling). The renewal and replacement investment are an annual
capital investment starting in FY 2025. Table 22 provides a summary of the level of renewal and
replacement investment per Utility System. The JCPU and Clayton outlined a plan to adequately fund
renewal and replacement requirements, so the requisite assignment was not completed for JCPU and
Clayton.

Table 22 Additional Annual Renewal and Replacement Investment

Johnston Four Pine

Description County | Clayton | Benson | Princeton | Kenly | Oaks Selma | Smithfield | Level

Utility Systems 0.0% 0.0% 12.0% 8.0% 9.0% 9.0% 18.0% 18.0% 18.0%

Per-and Polyfluoroalkyl Substances (PFAS) - The treatment of PFAS chemical compounds is under heavy
regulatory scrutiny related to the protection of the current water supply and the quality of that water.
Black & Veatch has developed a database to track and document the level of PFAS chemical compounds
in wells throughout North Carolina and the related mitigations necessary to treat these water sources to
the appropriate water quality levels.

Table 23 summarizes the estimated capital and operating and maintenance costs and includes them in
the Regionalized System financial plan starting in FY 2025. Black & Veatch maintains a PFAS tracking
database that simulated the capital and operating requirements associated with mitigating issues
around PFAS. The Black & Veatch database was utilized as the source to determine the number utilized
in Table 23.

Table 23 Annual Water System PFAS Capital and Operating Cost
Water System 2025 Capital Cost Operating Cost
Utility System Capacity (MGD) (in millions) (in millions)
JCPU 5.4 $80.00 $4.00
Selma 1.6 $2.50 $0.13
Pine Level 0.3 $0.50 $0.03
Smithfield 8.4 $12.50 $0.63

The PFAS-related cost opinions, as detailed in Table 23, are assigned at a high level considering the 2050
water system capacities. The cost opinions are based on Black & Veatch’s experience designing and
constructing water treatment plant modifications in North Carolina. It should be noted that the cost
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opinions outlined herein are not based on a detailed design of any facility. They do not consider the
existing facilities, space availability, or the individual goals the JCPU and Utility Systems may adopt in the
context of PFAS treatment.

Regional AMI - The JCPU and the Utility System utilize a combination of manual meter readers,
automated meter readers (AMR), and automated meter infrastructure (AMI) to provide meter reading
and billing services within the respective jurisdictions. JCPU and the Utility Systems should consider a
regional meter reading and billing services approach, which would facilitate converting all meter reading
services to AMI.

For all systems that utilize manual meter readers and/or AMR, a proposed capital-related conversion
cost and operating and maintenance-related conversion cost are estimated in Table 24.

Table 24 Automated Meter Infrastructure Conversion Cost
Capital Cost Operating Cost
Description (per Meter) (Per Meter)
Convert from Manual Reads to AMI $700.00
Convert from AMR to AMI $400.00

The proposed manual reader conversion to AMI is $700.00 per meter in capital cost, scheduled starting
in FY 2025 for the Towns of Archer Lodge, Benson, Smithfield, Wilson Mills, and Princeton. In addition,
the transition from AMR to AMI requires the installation of the required AMI network to the existing
AMR system, which is recognized as an operating and maintenance expense annually over the forecast
period in the amount of $400.00 per meter for JCPU and the Town of Kenly. The Black & Veatch AMI
team tracks the current cost of AMI related activities and these cost were utilized as the source to
complete the analysis detailed herein.

7.4.5 Major Capital Improvement

A summary of the proposed regionalized entity’s capital improvements, totaling $2.10 billing, over the
forecast period, is shown in Table 25.

The capital improvement projects were identified based on future needs and current regulatory
mandates. Additional projects may also be required to meet current regulatory regulations and the
growth of retail and industrial customer requirements within the respective jurisdictions. The nature
and magnitude of these potential projects are not known, but should they be required, additional
financing beyond that indicated herein will be required.

Table 25 Capital Improvement Projects (in millions) FY 2025 - FY 2045
Description | Total CIP (SM)
JCPU $1,064.0
Clayton $690.2
Smithfield $103.3
Pine Level $16.2
Selma $83.0
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Description ‘ Total CIP (SM)
Benson $68.0
Kenly $15.5
Princeton S$12.7
Four Oaks $13.5
Total (Regionalized System) $2,066.3

7.5 Projected Operating Results

The project operating results summarize the total Utility Systems’ revenues against the respective
revenue requirements. Total revenue requirements, including O&M expenses, debt service obligations,
and other expenditures and transfers, are forecasted to increase in excess of the forecasted revenue
under existing rates that will be generated from the collective JCPU and the Utility Systems, the
proposed regionalized entity, as shown in Figure 17. Figure 17 compares existing and proposed
revenues and revenue requirements over the forecast period.

Comparison of Revenues and Revenue Requirements
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$450,000
$400,000
__$350,000
g $300,000
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Figure 17 Comparison of Revenues and Revenue Requirements

As detailed in Figure 17, the existing revenue estimate is insufficient to meet revenue requirements over
the forecast period. Existing revenues are sufficient to meet a portion of operating and maintenance
expenses over the forecast period but do not meet the debt service estimate and other expenditures
over the forecast period.

Consequently, proposed revenue increases are required over the forecast period to meet the
Regionalized Systems’ obligations because of the organic operating requirements before the
consideration of a regionalization scenario and the additional cost requirements as a result of the
regionalization scenario. As previously stated, specific activities and initiatives may be undertaken to
realize specific operating synergies and operating cost reduction because of a regionalization scenario
that will reduce the cost of operating the regionalized system.
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Table 26 summarizes the proposed annual combined systems revenue increases needed for the JCPU
and the Utility System. The estimate of the individual revenue increases by jurisdiction provides a
perspective on the JCPU’s and Utility System’s revenue generation needs without a regionalization
scenario. Table 26 provides the revenue increases for the Regionalized System and the aggregate of the

individual system revenue increases plus the needed/additional revenue increases required because of
the regionalization scenario.
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Table 26 Proposed Revenue Increases
‘ Four | Regionalized
Year JCPU Clayton | Smithfield Selma Benson Kenly [ Princeton| Oaks System
2025 9.0% 14.0% 6.0% 14.0% 10.0% 9.0% 6.0% 14.0% 12.0% 12.0%
2026 12.0% 13.0% 8.0% 10.0% 9.0% 7.0% 6.0% 10.0% 8.0% 12.0%
2027 8.0% 10.0% 7.0% 7.0% 7.0% 6.0% 5.0% 8.0% 6.0% 8.0%
2028 7.0% 8.0% 5.0% 6.0% 6.0% 6.0% 5.0% 8.0% 5.0% 6.0%
2029 7.0% 7.0% 4.0% 4.0% 5.0% 5.0% 5.0% 6.0% 5.0% 6.0%
2030 5.0% 6.0% 4.0% 4.0% 4.0% 5.0% 4.0% 6.0% 3.0% 5.0%
2031 3.0% 5.0% 2.0% 4.0% 4.0% 4.0% 3.0% 5.0% 2.0% 2.0%
2032 2.0% 3.0% 2.0% 4.0% 4.0% 3.0% 2.0% 5.0% 2.0% 2.0%
2033 2.0% 2.0% 2.0% 3.0% 4.0% 3.0% 4.0% 5.0% 2.0% 2.0%
2034 2.0% 0.0% 2.0% 3.0% 4.0% 3.0% 4.0% 4.0% 2.0% 2.0%
2035 2.0% 0.0% 2.0% 3.0% 3.0% 3.0% 3.0% 4.0% 2.0% 2.0%
2036 2.0% 0.0% 2.0% 3.0% 3.0% 3.0% 3.0% 3.0% 2.0% 2.0%
2037 2.0% 0.0% 2.0% 2.0% 3.0% 3.0% 2.0% 3.0% 6.0% 0.0%
2038 0.0% 0.0% 2.0% 2.0% 3.0% 3.0% 2.0% 3.0% 2.0% 0.0%
2039 0.0% 0.0% 0.0% 2.0% 3.0% 3.0% 2.0% 2.0% 2.0% 0.0%
2040 0.0% 0.0% 0.0% 2.0% 3.0% 3.0% 2.0% 2.0% 2.0% 0.0%
2041 0.0% 0.0% 0.0% 2.0% 3.0% 3.0% 2.0% 2.0% 2.0% 0.0%
2042 0.0% 0.0% 0.0% 2.0% 3.0% 3.0% 2.0% 2.0% 2.0% 0.0%
2042 0.0% 0.0% 0.0% 2.0% 2.0% 3.0% 2.0% 2.0% 0.0% 0.0%
2044 0.0% 0.0% 0.0% 2.0% 2.0% 3.0% 2.0% 2.0% 0.0% 0.0%
2045 0.0% 0.0% 0.0% 2.0% 2.0% 3.0% 2.0% 2.0% 0.0% 0.0%

The proposed revenue increases will support existing JCPU and Utility Systems operations and the
estimated transition and integration requirements associated with the regionalization scenario.

The combined water and sewer system financial plan for the Regionalized System details the estimated
level of revenues, the revenue requirements, and the revenue increases necessary to support
operations and the transition to a Regionalized System.

It is estimated that additional cost-saving economies would be available. However, further investigation
and analyses are required to quantify operating and other cost savings available to the Regionalized
System.

The financial plan for the Regionalized System is shown in Table 27.
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Table 27

Line
1
2

10

11
12

13

14

15
16
17
18

Regionalized System Financial Plan

Description
Combined - Existing Rates
Total Service Revenue - Existing Rates

Additional Revenue Required (Rate increases):

Rate Increases

Total Additional Revenue Required
Other Revenue and Adjustments

Total Revenues

Operating Expense

Net Revenues after Operations

Outstanding Debt Service
Projected Future Debt Service

Total Debt Service
Cash Funded CIP from Current Revenues
Transfers and Other Expenditures
Capital Outlay
Annual Operating Balance
Debt Service Coverage Ratio
Funds on Hand:

Beginning Fund Balance
Remaining Operating Balance

Capital Expenses Funded From Surplus Fund

Ending Operating Fund Balance

Note:

Regionalized System Financial Plan

2025

Projected

2026 2027

2028

2029

2030 2031

2032

2033

2034

2035

2036

2037

2038

2039

2040

2041

2042

2043

2044

2045

$113.82
$113.82
12.0%

S 137
$ 28.99

$116.67 $119.84
$116.67 $119.84

$
$

12.0% 8.0%

29.7 $§ 425
29.98 $ 30.72

$123.09
$123.09
6.0%

$ 53.7
$ 31.55

$126.40
$126.40

S
S

6.0%

66.0
32.80

$129.78 $133.24
$129.78 $133.24
5.0% 2.0%

S 776 S 84.0
S 34.10 S 35.63

$136.77
$136.77
2.0%

S 90.7
S 37.49

$140.37
$140.37
2.0%

S 977
S 39.70

$144.05
$144.05
2.0%

$ 105.2
S 42.23

$147.81
$147.81
2.0%

S 113.0
S 45.07

$151.12
$151.12
2.0%

S 120.9
S 48.40

$154.51
$154.51
0.0%

$ 123.6
$ 5231

$157.99
$157.99
0.0%

S 126.4
S 56.82

$161.54
$161.54
0.0%

S 129.2
S 62.34

$165.18
$165.18
0.0%

$ 1321
$ 69.01

$168.91
$168.91
0.0%

S 135.1
S 76.57

$172.73
$172.73
0.0%

S 138.2
S 85.10

$176.63
$176.63
0.0%

$ 1413
S 94.74

wv n

180.63

180.63

0.0%

144.5
105.63

$
$

184.72

184.72

0.0%

147.8
117.93

$156.47
$ 89.66

$ 66.82

wn

32.77
2.91

w

$176.33 $193.08

$

wr n

96.17 $103.25

80.17 $ 89.84

43.40 S 41.65
6.77 S 10.47

$208.31

$108.62

$ 99.69

$ 41.55
$ 19.16

$225.21

$114.59

$110.62

45.62
24.77

$241.53 $252.85

$121.70 $129.27

$119.83 $123.57

S 45.50 S 39.83
$ 37.84 S 38.14

$264.92

$137.34

$127.58

S 39.64
S 45.90

$277.79

$145.93

$131.87

S 39.22
S 46.25

$291.44

$155.08

$136.36

$ 3851
S 58.22

$305.91

$164.81

$141.09

S 38.36
S 58.49

$320.41

$175.19

$145.22

S 37.72
S 60.02

$330.43

$186.25

$144.18

$ 36.53
S 60.24

$341.19

$198.03

$143.16

S 2178
S 61.76

$353.11

$210.58

$142.53

S 1.20
S 64.26

$366.34

$223.95

$142.39

$ 1.20
S 65.38

$380.60

$238.19

$142.41

S 120
S 65.61

$396.00

$253.37

$142.63

S 1.20
S 66.73

$412.67

$269.55

$143.12

$ 1.20
S 66.97

wr n

430.75

286.79

143.96

1.20
68.58

wr n

450.41

305.17

145.24

1.16
68.82

$ 35.68

S 25.06

$ 631

1.88 O

91.51
6.31
(5.73)
92.09

v nun n

v nn n

50.17 $ 52.12

25.46 S 26.13

479 $ 11.78

160 O 173 O

92.09 $ 90.18
479 $ 11.78
(6.69) $ (10.41)
90.18 $ 91.55

$ 60.71

$ 28.11

$ 11.07

$ 91.55

$ 11.07

$ (11.30)
$ 91.32

1.65 O

70.39

28.37

12.06

1.57 O

91.32
12.06

$ 83.34 $ 77.97

$ 31.32 S 31.90

$ 537 $ 13.89

$ 96.67 $ 92.76
$ 5.37 $ 13.89

(6.71) $ (9.29) $ (10.88)

96.67

$ 9276 $ 95.77

144 O 159 O

$ 85.53

S 31.20

$ 11.04

95.77

11.04

(8.54)
98.27

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Utility System.

1.49 O

$ 85.47

S 31.99

$ 14.61

$ 98.27

$ 14.61

$ (9.17)
$103.71

1.55 O

$ 96.73

S 32.87

$ 6.95

$103.71

$ 6.95

$ (5.20)
$105.46

141 O

$ 96.85

S 33.88

$ 10.57

$105.46

$ 10.57

$ (7.35)
$108.68

1.46 O

$ 97.74

S 34.88

$ 12.79

$108.68

$ 12.79

$ (5.77)
$115.70

149 O

$ 96.77

$ 35.95

$ 11.67

$115.70

$ 11.67

$ (5.95)
$121.41

1.49 O

$ 83.54

S 39.18

$ 20.64

1.72

$121.41

$ 65.46

S 40.45

$ 36.82

@ 218

$131.12

$ 66.58

S 41.75

$ 34.26

@ 214

$ 66.81

S 45.23

$ 30.56

$ 67.93

$ 44.64

$ 30.25

@ 213 @ 210

$160.37 $186.76 $207.08
$ 2064 $ 36582 $ 3426 $ 30.56 $ 30.25 $ 30.99 $
$(10.92) $ (7.57) $ (7.87) $(10.25) $ (8.53) $ (6.98) $
$131.12 $160.37 $186.76 $207.08 $228.81 $252.82 $ 276.01 $ 300.07

$ 68.17

S 44.15

$ 30.99

@ 210 O

$

69.78

44.80

29.58

207 @

$

69.99

45.52

29.93

2.08

$228.81 $ 252.82 $ 276.01

29.58
(6.40)

$
$

29.93
(5.87)
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The proposed financial plan meets specific financial metrics targets by the end of the forecast period,
which include a 1.50 in debt service coverage (1.5 times debt service of net revenues) and a minimum of
120 days in fund balance (unrestricted cash on hand) by the end of the forecast period.

7.6 Rates and Bill Comparison

All Utility Systems’ rate structure includes a fixed or minimum charge and a volumetric charge. However,
JCPU and the Towns of Clayton, Smithfield, and Princeton have an inclining block volumetric rate, while
the others have a uniform volumetric rate.

A bulleted summary description of the rate structure components is provided in Table 28.

=  Fixed Charge:

o Availability Charge — a charge assessed per customer and/or by meter size for
making water and/or sewer service available to a customer.

= Volumetric Rate:

o Uniform Rate — one volumetric rate paid by the customer for all water and
sewer usage regardless of the quantity of the service used.

o Increasing Block Rate — an increasing volumetric rate paid per customer as that
customer’s water and/or sewer usage increases through the established water
and sewer usage block.

o Declining Block Rate - a decreasing volumetric rate paid per customer as that

customer’s water and/or sewer usage increases through the established water
and sewer usage block.

Table 28Table 28 Utility Systems’ Rate Structure
‘ Pine ‘ Four

Description JCPU Clayton | Smithfield | Level Selma Benson Kenly | Princeton | Oaks
Fixed Charge:

Availability u n u u | | | [ ] [ |
Volumetric:

Uniform [ ] | | | [ |

Increasing Block ] u ] [ |

Declining Block

Using different rate structure designs for a Regionalized System can create inequities. Consideration
should be given to establishing a rate structure implementation plan that shifts the rate structure of the
JCPU and the Utility Systems to one unified rate structure over time. This approach will provide
uniformity related to the contribution of revenues by the respective jurisdictions and how the JCPU and
the Utility Systems incur and recover the cost.
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Black & Veatch developed a comparison of inside city residential water and sewer utility bills for the
JCPU and the Utility Systems. As detailed in Figure 18 and Figure 19, the average water and sewer bill is
assessed at 5,984 gallons (8 hundred cubic feet) of consumption. It produces an average water and
sewer bill for the JCPU and the Utility System of $126.05.

RATE COMPARISON WITH NEIGHBORING UTILITIES
COMEINED RESIDENTIAL WATER AND SEWER BILLS
Volume
Johnston County Clayton  Smithfield Selma  Pine Level Benson Four Oaks Kenly Princeton | Average
CubicFt Gallons Inside Inside Inside Inside Inside Inside Inside Inside Inside
o 0 S 55.00 S 55.26 S 25.08 S 35.35 S 39.47 $ 3000 $ 57.08 S 1350 $ 47.88 § 39.85
100 748§ 6416 5 6721 5 3546 5 5089 5 4784 5 3905 5 57.08 5 2517 5 59.47 5 49.59
200 1,49 § 7333 S$ 7915 S 4584 S 6644 § 5621 S 4810 S 5708 § 3684 § 7105 § 59.34
300 2,244 82.49 S 91.16 S  56.23 S 81.98 S 64.58 $§ 57.15 S SFT1 S 4851 S 83.46 S B9.25
400 2,992 5 9165 510330 $ 6661 S 9752 5 7295 S 6620 S5 6B39 5 6018 S5 97.58 5 B0.49
500 3,740 5 10082 511544 %5 7699 S113.07 5 8132 5 7525 5 79.07 5 7184 511169 5 91.72
600 4,488 S 109.98 $127.70 S 87.88 $128.61 S 89.69 § B430 S 89.75 § 83.51 §125.81 S5 103.03
700 5236 $ 119.39 $140.03 S 99.03 S 144.15 S 98.06 $ 93.36 S 100.43 S 95.18 $140.42 S5 114.45
800 5984 S 129.34 515236 § 11048 5 159.70 5106.43 $102.41 § 11112 510685 $156.10 5 126.05
900 6,732 $ 139.29 $16505 § 12133 $17524 $11480 S$111.46 S5 121.80 $118.52 $171.79 S 137.70
1,000 7,480 $ 149.24 $177.75 S 132.49 $ 190.78 $123.17 $120.51 S 132.48 5$130.19 S 187.48 S 149.34
1,100 8228 5 159.18 519045 § 14364 520633 513154 512956 § 14316 S$141.86 $20470 5 161.16
1,200 8976 5 169.13 520315 § 15479 522187 513991 513861 § 153.84 515353 522196 517298
1,300 9,724 § 179.08 $21585 S 16594 $237.41 $148.28 $147.66 S5 16452 $165.19 §239.22 5 184.80
1,400 10472 $ 189.55 §228.55 S 177.53 S 252.96 $ 156.65 $156.71 S 175.20 5176.86 S 256.49 S 196.72
1,500 11,220 5 20032 524126 % 18936 5 268.50 5165.02 516576 5 185.89 S$18853 527375 5 20871
Figure 18 Water and Sewer Rate Bill Comparison
Combined Water and Sewer Monthly Residential Inside Bill (5,984 Gallons)
|
Princeton
Kenly
Four Oaks
Benson
Pine Level
Selma
Smithfield
Clayton \
Johnston County | |
I ! !
Average S s77.18
| | | |
$0.00 $20.00 $40.00 $60.00 $80.00 $100.00 $120.00 $140.00 $160.00 $180.00
m Water m Sewer

Figure 19

Inside City Combined Water and Sewer Residential Bill

As illustrated in Figure 18 and Figure 19, the Utility System with the highest residential bill is the Town
of Selma, followed by the Towns of Princeton and Clayton. The Utility System with the lowest residential
bill is the Town of Benson, followed by the Towns of Pine Level and Kenly.

BLACK & VEATCH | BLACK & VEATCH |
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8.0 Proposed Regionalization Scenario

As detailed in Figure 20 of the Report, the four typical forms of regionalization maintain specific risks
and benefits for a regionalized entity. Currently, water and sewer services within the County are
established by a combination of interlocal and other service agreements constituting the nature and
magnitude of the service provided. This form of coordination between jurisdictions is also recognized as
the Inter-Governmental Cooperation Form of Regionalization.

Figure 20 outlines the progression of risk through the typical forms of regionalization with a directional
summary of the comparative risk and benefit associated with each regionalization alternative. The risk
profile is greater, and the sharing of benefits is less for the Inter-Governmental Cooperation form of
regionalization as compared to a Merged Utility Entity because the nature of the service and benefits to
be gained by the respective Utility Systems are limited to the agreed-upon contractual terms. In
addition, the optimization of resources to target specific operational, financial, and other benefits is
limited to the contractual terms of the arrangement.

Inter-
Governmental
Cooperation

Utilizes operating
agreer lesale

agreements between
entities

Merged Utility
Entity

Special
Service “Authority/
Agreement”

One entity operates
treatment facilities; all
members buy from
treatment authority

Essentially the stronger
entities buy the weaker
entities

Self-Contained
Authority

All systems combined

under one legal, operating
entity that reduce or
eliminate the autonomy of
local systems

@ Risk @ BENEFIT

Figure 20 Progression of Risk through the Typical Forms of Regionalization

Based on the existing contractual arrangements and the growing demand for water and sewer services
within the County, there is an implicit need for the JCPU and the Utility Systems to explore a deeper
form of regionalization as compared to the current form of Inter-Governmental Cooperation that
constitutes existing service. As detailed in Figure 1, the risk profile for JCPU and the Utility System is less
under the current form of regionalization than the other regionalization alternatives, with the Merged
Utility Entity form of regionalization maintaining the lowest risk. For the analysis conducted herein, risk
is defined as:

“Any adverse or unfavorable conditions that may alter the ability for JCPU and the Utility System to
maintain the level of water and/or sewer services provided to existing customers and adequately meet
annual operating requirements.”

The water and sewer systems maintain specific, separate, competing, and converging considerations.
Table 29 outlines specific considerations driving the nature of the proposed form of regionalization.
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The JCPU and the Utility Systems should consider a Self-Contained Authority form of regionalization.
The ability of the Self-Contained Authority to optimize potential cost savings, establish operating
synergies, and outline systematic solutions to system capacity and financial planning will provide great
value to all water and sewer customers and residents within the County.

Table 29 summarizes separate and combined water and sewer system considerations that must be
understood as a part of establishing a Self-Contained Authority.

Table 29 Regionalization Considerations
Water System Sewer System
1 Sharing of Risk
2 Systematic Solution to Capacity
3 Availability of Staffing Resources
4 Significant Use Customer Demand
5 Shared Maintenance Services
6 Intra-Generational Rates (uniformity)
7 Designation of Service Area
8 Infrastructure Integrity
9 Diversity in Water Treatment Resources
10 Build out of Sewer System Conveyance
11 Inflow and Infiltration
12 Septic to Sewer Transition
13 Source of Supply Permitting
14 Flow Discharge Permitting
15 Location of All Service Meters

The water and sewer systems within the County have different and specific requirements that must be
understood and managed accordingly. Black & Veatch proposes an organizational structure of the Self-
Contained Authority that recognizes and prioritizes the requirements of each system.

The water and sewer systems within the County maintain critical and separate issues that must be
recognized and facilitated accordingly.
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Figure 21 presents the proposed organizational structure of the Self-Contained Authority.

Business
Operations |

Water System _va iz lSy§ten§( Water System
Planning & Settlements fansSmIsSion Treatment
Distribution

Finance

Legal & Regulatory

Engineering & IT

Customer Service &
Billing

Operations &
Maintenance

Figure 21 Proposed Organizational Structure of the Self-Contained Authority
Note:

The proposed organization structure was formulated to recognize and elevate the separate and relevant issues
driving the current operations and planning of the water and sewer system.

Figure 21 depicts an organization with three business units, where the water and sewer systems operate
as two separate business units within the Self-Contained Authority, which are supported by the business
operations business unit. Listed below are the descriptions of each business unit:

Water System — to operate as a business unit focused on planning, operating, and monitoring the
business functions related to water treatment, water transmission and distribution, and specific
long-term planning and settlement activities of the water system. As a part of the Self-
Contained Authority, the operating agreements that constitute the nature of service will include
specific service, operations, financial, and regulatory requirements, to name a few, which must
be monitored and settled periodically to ratify the services provided to JCPU and the Utility
Systems which will be assumed by the planning and settlements group;

Sewer System — to operate as a business unit focused on planning, operating, and monitoring the
business functions related to sewer treatment, sanitary sewer conveyance, and specific long-
term planning and settlements of the sewer system. As a part of the Self-Contained Authority,
the operating agreements that constitute the nature of service will include specific service,
operations, financial, and regulatory requirements, to name a few, which must be monitored
and settled periodically to ratify the services provided to JCPU and the Utility Systems which will
be assumed by the planning and settlements group within each business unit;

Business Operations — to provide shared business services to the water and sewer systems. The
business operations group will operate as the engine of the Self-Contained Authority to
structure each system's business requirements, facilitate each system's planning needs, and
support each system's operating requirements. Through the business operations group, the Self-
Contained Authority will procure external services and resources as one entity and facilitate the
transition of knowledge and the uniformity of operating procedures and practices.
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Under the proposed organizational structure, the individual needs of the water and sewer systems will
be prioritized and driven by the operating charter of each business unit. In addition, each business unit
will be supported by the resources, knowledge base, and trained business operations staff.

For the reasons detailed in the previous section of this Report, the JCPU and all the Utility Systems may
consider the formation of a Self-Contained Authority to manage and operate the existing water and
sewer assets and services provided within Johnston County. The manner under which the Self-Contained
Authority may operate can take varying forms. However, the proposed organizational structure provides
great flexibility and agility to support the separate and complex issues faced by the water and sewer
systems.

As a note, upon the formation of the Self-Contained Authority, the complete pooling of resources and
transfer of assets to the new entity may be considered. These actions are not required to form, operate,
and manage the water and sewer services to be provided by the Self-Contained Authority.

In 2019, the University of North Carolina at Chapel Hill Environmental Finance Center (EFC) published
Crafting Interlocal Water and Wastewater Agreements, which outlines specific topics and items that
must be considered as a part of any Interlocal Agreement or other agreement to commission water and
sewer services. While all the topics and items detailed in the EFC publication apply to water and sewer
systems, some items may have varying impacts, which must be understood and prioritized in assessing
regionalization arrangements.

Table 30 outlines the EFC publication’s topics and items for consideration.

Table 30 Crafting Interlocal Water and Wastewater Agreements — Topics and Items
A Ambiguities Related to Current and Future Service Areas
B Annexation and Growth
C Precisely Defined Key Usage Thresholds and Limits
D Meter Maintenance and Ownership Responsibilities
E Water Quality Concerns
F Transferability of Wastewater Pretreatment Requirements and Industrial Discharge Permits

G Compliance of Wastewater Agreements with State and Local Ordinances and Regulations
H Water Pressure

| Adequate Payment for Use of Capital

J Changes to Capital Costs Associated with Expanding Capacity Needs

K Calculation and Modification of Commodity Charges

L Consideration of Impact of Retail Increases on Wholesale Rates

M Reselling Water and Capacity

N Communicating and Handling Supply Interruptions or Shortages

(0] Transferability of Conservation Status, Measures, and Emergency Reduction
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Line ‘ Topics and Items for Consideration

P Non-Revenue Water

Q Excessive Inflow and Infiltration

R Variations Due to Emergencies

S Ground Rules for Negotiating: Financial Mediation

T Addressing Failure to Pay for Wastewater System

U Look Ahead — Leaving Open the Potential for Consolidation

As a part of commissioning any regionalization arrangement, specific topics/items detailed in Table 30
should be analyzed and prioritized to determine the nature, conditions, and opportunities associated
with the services to be provided by the Self-Contained Authority. The consideration of the form of
governance is not limited to the items listed in Table 30 because the County and Utility Systems
maintain specific and unique operating characteristics that must be understood.

8.1 Governance Considerations

To transition to a Self-Contained Authority form of governance, specific actions, and due diligence must
be completed and understood to determine the impact on the Self-Contained Authority. The following
section provides a bulleted summary of specific considerations that must be understood prior to
forming a Self-Contained Authority.

The bulleted list provided is not complete, but it provides a perspective of the nature of the research
and activities that must be completed:

e Establishment of a Regionalization Committee — This committee will guide the Regionalization
due diligence and formation process and report directly to the Owner and the Participating
Utility Systems.

e Qutline the Legislative and Other Steps necessary to form a Self-Contained Authority.
Development of Self-Contained Authority Resolution
Name of Self-Contained Authority
Outline the Participating Utility Systems
Self-Contained Authority Purpose
Powers of the Self-Contained Authority
Board Function and Members
Participating Utility Systems’ Roles & Responsibility
Hierarchy of Self-Contained Authority

e Formation of the Self-Contained Authority — The pooling of resources, assets, and services as
agreed upon by the JCPU and the Utility Systems. Along with outlining the legislative and
legal steps necessary to form the Self-Contained Authority.

e Qutline the Planning Requirements associated with forming and operating the Self-
Contained Authority.
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e Qutline the technical, operating, maintenance, regulatory, and financial requirements of the
Self-Contained Authority.

e Procurement of funding, services, and resources associated with the Self-Contained

Authority.

e Reporting Requirements of the Self-Contained Authority.

e Complete the Deep Dive Evaluation associated with the Infrastructure, Organization, Financial,
and Stakeholder requirements of the systems owned, operated, and maintained by the JCPU
and the Utility Systems. Provided is a list of Focus Areas that must be reviewed as a part of the
Deep Dive Evaluations (the reviews to be conducted are not limited to the list provided):

Infrastructure:

= Adequacy of Water Treatment Capacity in the County over the next 25 years

O

O

O

Establish a parcel-based planning effort
Determine the feasibility and requisite cost of future water sources

Determine the necessary water quality mitigations related to emerging
contaminants, disinfection by-products, PFAS, and the Lead and Copper Rule, to
name a few

= Adequacy of Sewer Collection, Treatment, and Discharge Capacity in the County over
the next 25 years

O

O

Estimated/outstanding discharge capacity and location in the Neuse River

Development of a County I&I Reduction Plan

= |dentify and map the existing water and sewer system interconnections maintained
within the County

Organization:

Financial:

Asses the operating and legislative requirements associated with integrating the
existing people, processes, and technology maintained by JCPU and the Utility
Systems into one Self-Contained Authority

Maintain and codify a financial planning roadmap to guide the financial aspects
associated with establishing and operating a Self-Contained Authority

Update and commission existing Interlocal Agreements utilized to ratify existing
water and sewer services provided within the County. In addition, the updated
Interlocal Agreements must be transferable to the Self-Contained Authority
because the Interlocal Agreement may be commissioned prior to the finalization
of the Self-Contained Authority:

. Nature of Services

. Roles & Responsibilities
. Term of Service

o Measurement of Service
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o Operating Procedures
o Management and Maintenance of Services
. Financial Responsibility

= Cost Basis
. Capital Related Cost
o Procedure to assess Capital Requirements
o One-time Capacity Reservation Charges
o Annual Capital Cost
o Incremental Capital Expansion Cost
o Operating Cost

o Procedures, Basis, and Allocation of Service
Responsibility

o Annual Designation of Cost Responsibility

o Annual Reporting Requirements

. Dispute Resolution
] Develop a Customer and Stakeholder Communication Plan
] Develop a Milestone Schedule to commission the formation of the Self-

Contained Authority

8.2 Organizational Considerations

To integrate the JCPU and the Utility Systems into a self-contained authority form of governance,
specific actions and due diligence must be completed and understood to align the organizations

appropriately and optimize specific synergies and benefits within the newly formed entity. The following

section provides a bulleted summary of specific considerations that must be understood prior to
forming a Self-Contained Authority.

The bulleted list provided is not complete, but it provides a perspective of the nature of the research
and activities that must be completed:

e Regional Water and Sewer System Master Plan — to determine the ability of the collective
system to meet the collective water and sewer demand over the next 25 years.

e Staffing assessment will determine the skill sets, certifications, and total number of existing
JCPU and Utility System staff that will be integrated into the Self-Contained Authority.

e Complete a technology integration assessment of the systems utilized by the JCPU and the
Utility Systems.

e Established a structured operational planning and reporting process to assess and determine
water and sewer system capacity requirements for the JCPU and the Utility Systems, which
should be incorporated into the annual budgeting process of the respective jurisdictions.
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Develop a maintenance services plan to establish uniformity across all maintenance services to
reduce the cost of maintenance for the JCPU and the Utility Systems.

Complete an Inflow and Infiltration reduction assessment and develop a plan to rectify and
maintain the integrity of the sewer conveyance systems for the JCPU and the Utility Systems.

8.3 Financial Considerations

As a part of integrating the JCPU and the Utility Systems into a self-contained authority, understanding
the financial capacity and the annual revenue requirements (cost) of the self-contained authority is
critical to determining the magnitude of cost savings and synergies. In addition, detailing the financial
capacity of the JCPU and the Utility Systems will support the plan to structure and outline the impact on
existing water and sewer bills over the planning period for customers served by the JCPU and the Utility
Systems. The following section provides a bulleted summary of specific considerations that must be
understood prior to forming a Self-Contained Authority.

The bulleted list provided is not complete, but it provides a perspective of the nature of the research
and activities that must be completed:

Complete a comprehensive Financial Plan, Cost of Service, and Rate Design Study to understand
the revenue capacity, annual cost requirements, and the nature by which customers served by
the JCPU and the Utility Systems incur costs and develop a water and sewer system rate
consolidation plan.

Develop an alternative funding plan to target specific sources of funds that may be available to
the Self-Contained Authority.

Establish a plan to integrate the water and sewer rates of the JCPU and the Utility Systems into
one system-wide (regional) rate structure for the water and sewer systems, respectively.
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9.0 Regionalization Roadmap

The following section of the report outlines a high-level schedule and roadmap to create and transition
into a Self-Contained Authority.

9.1 Proposed Roadmap to Forming the Self-Contained Authority

Black & Veatch proposes a 36-month schedule to form and implement the Self-Contained Authority. The
proposed roadmap provides a strategic and structural implementation framework to perform deeper
due diligence around ratifying a Self-Contained Authority. Specific due diligence activities are required
across the organization, infrastructure, and financial functions of JCPU and the Utility Systems. In
addition, specific legal and regulatory due diligence not contained in the analysis performed herein, to
name a few, must be conducted to understand the legal and regulatory requirements and exposure of
the JCPU and the Utility Systems.

summary of the 36-month schedule:

Year 1 (months 1 — 12) — Organization Development;

Year 2 (months 13 — 24) — Organizational Alignment; and

Year 3 (months 25 — 36) — Implementation.

Figure 22 outlines the roadmap to form the Self-Contained Authority.
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Year 1: Organization Development Year 2: Organization Alignment
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Figure 22 Roadmap to Form the Self-Contained Authority
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The following section summarizes the activities necessary to form the Self-Contained Authority.

9.2 The Organization Development Phase (Months 1 —12)

The Organizational Development Phase entails establishing the governance structure required to
appropriately monitor and implement the activities and requirements of forming a Self-Contained
Authority. The regionalization process will be led by a regionalization committee overseeing all activities
associated with forming and commissioning the Self-Contained Authority. The regionalization
committee will report directly to the Owner when established and/or any other oversight authority as
determined by the Owner and the Utility Systems. The formation of the regionalization committee is a
critical first step in initiating the formation of a self-contained authority. Upon the commissioning of the
Self-Contained Authority, then the activities and charter of the regionalization committee will end.

The activities that will be started and completed in the Organization Development Phase of the
Roadmap are listed below.

Organization Development Phase Activities:

e Establish a Regionalization Committee
e Develop a Regionalization Resolution by JCPU and the Utility Systems

e Establish Memorandums of Understanding (MOUs) to ratify the needs and requirements of the
regionalization process along with the formation of a Self-Contained Authority

e Form the Self-Contained Authority Board
e Develop the Self-Contained Authority Organization Structure
e Initiate Organization Assessments
Business Integration Assessment
Legal and Regulatory Due Diligence
Initiate Stakeholder Engagement
Develop a Stakeholder Engagement Plan

Consult with the respective stakeholders

. Existing Customers

] North Carolina General Assembly

] North Carolina Department of Environmental Quality

] North Carolina Environmental Management Commission

] North Carolina Treasurer’s Office of Local Government Commission
] North Carolina Utilities Commission

[The list provided herein is not complete, but it outlines initial stakeholders that must be
contacted and briefed on the JCPU’s and Utility Systems’ plans to establish a Self-
Contained Authority]

e |nitiate Infrastructure Assessments
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o Water and Sewer System Treatment Capacity Study
o Water and Sewer System Asset Condition Assessment
o Long-Term Regional Water Supply Plan
o Inflow and Infiltration Study
o Asset Integration Study
e Initiate the Procurement of Financing for the Self-Contained Authority.

o Development of an alternative financing matrix with focused funding categories

] Utility Authority Formation

. Asset Integrity and Optimization
. Emerging Contaminants

] Utility Operations Efficiencies

9.3 The Organization Alignment Phase (Months 13 — 24)

The Organization Alignment Phase will process the results of the organization assessment and
infrastructure assessments along with the stakeholder feedback and the understood financial capacity
of the Self-Contained Authority to align the objectives and requirements of the Self-Contained
Authority.

Listed below are the activities that will be undertaken as a part of the Organization Alignment Phase of
the Roadmap.

Organization Alignment Phase Activities:

e Continue the Organizational Assessments
e Continue to engage stakeholders
e Continue the Infrastructure Assessments
e Continue to procure Financing for the Self-Contained Authority
e Initiate and complete a comprehensive Water and Sewer Rate Study
o Determine the revenue contribution of the JCPU and the Utility Systems
o Understand the annual cost requirements for the Self-Contained Authority
o Develop a Financial Plan to finance all the requirements of the Self-Contained Authority

o Determine a roadmap to achieve water and sewer system rate uniformity for the Self-
Contained Authority
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9.4 The Implementation Phase (Months 25 — 36)

The Implementation Phase entails commissioning specific activities related to all the business,
operational, infrastructure, and other functional areas necessary to implement the organization
structure of the Self-Contained Authority.

Listed below are the activities necessary for the Implementation Phase of the Roadmap.
Implementation Phase Activities:

e Self-Contained Authority Formation

e Continue to engage stakeholders

e Implementation of Organization Requirements

e Complete Infrastructure Assessments

e Initiate the implementation of Infrastructure Requirements

e Implementation of a Water and Sewer Rate Consolidation Plan

e Develop and implement Financial and Operating Metrics for the Self-Contained Authority

The activities to be completed in performing the necessary due diligence around forming a Self-
Contained Authority are not limited to the activities outlined herein. The list of activities outlined herein
is to be utilized as a guide to assessing the feasibility of forming a Self-Contained Authority.
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10.0 Findings

Provided herein is a bulleted summary of the findings associated with the Regionalization Feasibility
Analysis:

Black & Veatch proposes that the JCPU and the Utility System must complete further due
diligence and the related activities to form a Self-Contained Authority. Given the nature and
manner by which water and sewer service is provided to customers in the County, the Self-
Contained Authority can provide consistency, can provide a smooth transitions from existing
operations, and facilitate the operations of existing Enterprise Funds and business units within
the JCPU and the Utility Systems.

The existing form of governance that ratifies services between the JCPU and the Utility Systems
is embedded in a limited form Inter-Governmental Cooperation which is based on
Interlocal/Service Agreements. As such, transferring and updating these Interlocal/Service
Agreements to capture the characteristics of the current operating landscape is a critical task
that must be completed by the JCPU and the Utility Systems especially with the addition of
critical water and sewer infrastructure. Finally, with updating the Interlocal/Service Agreement,
the transferability of these contract mechanism to the Self-Contained Authority must be
considered.

The JCPU and the Utility Systems should undertake the activities detailed in the Report to form
the Self-Contained Authority as a regional planning, operations, and implementation effort. The
benefits to the region are evident, but deep coordination and collaboration is necessary to
successfully establish a Self-Contained Authority.

During the Initial Interview conducted by Black & Veatch, the JCPU and the Utility System
highlighted competitive landscape around hiring new team members and constantly operating
at a staffing resource deficit. In addition, it is anticipated that a significant portion of the current
workforce will retire very soon and significant knowledge capture activities must be conducted
to preserve and maintain the knowledge and procedure utilized to operate water and sewer
systems in the County.

The JCPU and the Utility Systems utilize a varying range of information technology tools and
resources to provide water and sewer service. To integrate these tools as a part of a Self-
Contained Authority, deep due diligence must be completed around the integration and
compatibility of these tools and resources to facilitate the transition to a Self-Contained
Authority.

Maintenance services are not always planned and are procured based on the criticality of the
event at the time of occurrence, so the cost to procure and complete these services retain
specific considerations that may not be favorable to the Utility Systems. As such, a focus must
be placed on targeting preventive maintenance activity and elevating the importance of
planning, scheduling, and performing timely maintenance services through the Self-Contained
Authority to minimize the current cost exposure associated with providing maintenance
services.

Given the importance of appropriately tracking, reconciling, and settling customer usage and
demand information, Black & Veatch proposes a regional AMI approach that allows the JCPU to
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track all bill determinant information, appropriately and timely asses customer demand as the
next increment of water and sewer capacity is requirement, detect and isolate infrastructure
integrity issues in the system which will support the maintenance functions, and provide timely
utility billing and other billing determinant information to existing customers. The current
metering and billing functions of water and sewer service support critical aspects of providing
water and sewer service and this function must be elevated to provide the understood value to
existing customers.

Based on the analysis completed herein, specific system integrity and operating cost exposure
reside with I&I issues. As such, Black & Veatch proposes the implementation of a 1&I reduction
program to understand the nature of system integrity issues with existing sewer conveyance
systems and reduce the operating cost exposure faced by the JCPU and the Utility System.

Black & Veatch proposes the completion of a detailed Water and Sewer Cost of Service and Rate
Design Study to understand the manner by which cost is incurred by specific customer groups
across the JCPU and the Utility Systems in order to implement a financial plan to meet annual
requirements and achieve rate uniformity over time with the implementation of the Self-
Contained Authority

The proposed organization structure recognizes the separate and important challenges of
providing water and sewer service on an individual basis which is critical given the nature of the
respective service in the County. In addition, the operations functions associated with providing
water and sewer service is the critical and important business function that will drive the
management of risk and realization of savings within the region, so the proposed organization
structure elevates this function in providing water and sewer service in the region.

The proposed Regionalization Roadmap outlines a three year plan that must be undertaken to
ratify the formation of a Self-Contained Authority.
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11.0 Appendix

11.1 Johnston County

=
w N5
®

hi County - Fi ial i & Metrics
General Assumptions 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Customer Growth 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Other Revenues Escalation Factor 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
System Wide - O&M Escalation Factor 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50% 6.50%
Financing Terms
Revenue Bonds
Term 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
Rate 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
SRF
Term 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
Rate 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
Debt Service Coverage Target 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
Funds on Hand Target (days) 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
Johnston County - Financial Plan (in millions)
Projected
Description 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Water Fund - Existing Rates $ 2009 $ 2059 $ 2111 $ 2163 $ 2218 $ 2273 $ 2330 $ 2388 $ 2448 $ 2509 $ 2572 $ 2636 $ 2702 $ 2769 S 2839 $ 2910 $ 2982 $ 3057 $ 3133 $ 3212 $ 3292
Wastewater Fund - Existing Rates $ 1509 S 1546 S$ 1585 $ 1625 $ 1665 $ 1707 $ 1750 $ 1793 $ 1838 $ 1884 $ 1931 $ 19.80 $ 2029 S 20.80 $ 2132 $ 2185 $ 2240 S 2296 $ 2353 S 2412 $ 2472
Water Distructs Fund - Existing Rates $ 2402 S 2462 S 2523 S 258 $ 2651 $ 2717 $ 2785 $ 2855 $ 2926 $ 2999 $ 3074 $ 3151 $ 3230 $ 3311 $ 3393 $ 3478 $ 3565 S 3654 S 3746 S 3839 $ 3935
Total Service Revenue - Existing Rates $ 5919 $ 6067 $ 6219 $ 6374 $ 6534 $ 6697 $ 6865 $ 7036 $ 7212 $ 7392 $ 7577 $ 7767 $ 7961 $ 8160 $ 8364 $ 8573 $ 8787 $ 90.07 $ 9232 $ 9463 $ 97.00
Additional Revenue Required (Rate increases):
Rate Increases 9.0% 12.0% 8.0% 7.0% 7.0% 5.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total Additional Revenue Required $ 89 $ 150 $ 215 $ 281 $ 354 $ 414 S 458 S 493 S 530 $ 56.9 $ 61.0 $ 653 $ 69.8 S 716 $ 734 S 752 $ 771 $ 79.0 $ 810 $ 83.0 $ 85.1
Other Revenue and Adjustments $ 2290 $ 2379 $ 2445 $ 2520 $ 2634 $ 2751 $ 2891 $ 3064 $ 3270 $ 3505 $ 3771 $ 4085 $ 4458 S 4889 S 5419 $ 6061 S 6791 $ 7619 $ 8557 $ 96.20 $ 108.22
Total Revenues $ 9097 $ 9943 $ 108.18 $ 117.03 $ 127.05 $ 13590 $ 143.34 $ 150.28 $ 157.79 $ 165.83 $ 17443 $ 183.80 $ 194.03 $ 202.08 $ 211.21 $ 22156 $ 232.88 $ 24528 $ 258.89 $ 273.85 $ 290.31
Operating Expense $ 4723 $ 5198 $ 5655 S 6022 $ 6414 $ 6831 $ 7275 $ 7748 S 8251 $ 8788 $ 9359 $ 99.67 $ 106.15 S 113.05 $ 12040 $ 12822 $ 13656 S 14543 $ 154.89 S 164.96 $ 175.68
Net Revenues after Operations $ 4373 $ 4744 $ 5163 $ 5680 $ 6291 $ 6759 $ 7059 $ 7280 $ 7527 $ 7795 $ 8084 $ 8413 $ 8788 $ 89.03 $ 90.81 $ 9333 $ 9632 $ 99.85 $ 104.00 $ 108.89 $ 114.63
Outstanding Debt Service $ 2504 $ 2635 $ 2551 $ 2540 $ 2990 $ 29.89 $ 2431 $ 2416 $ 2380 $ 2322 $ 2317 $ 2287 $ 2173 $ 2058 S - $ - $ - $ - $ - $ - $ -
Projected Future Debt Service $ 3.98 $ 6.96 $ 9.65 $ 974 $ 1483 $ 2019 $ 2019 $ 2019 $ 2019 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 3007 $ 30.07
Total Debt Service $ 2902 $ 3331 $ 3516 $ 3513 $ 4472 $ 5008 $ 4451 $ 4435 $ 4400 $ 5328 $ 5323 $ 5293 $ 5180 $ 50.65 $ 30.07 $ 3007 $ 3007 $ 3007 $ 30.07 $ 3007 $ 30.07
Cash Funded CIP from Current Revenues
Transfers and Other Expenditures $ 6.18 $ 637 $ 6.56 $ 6.76 $ 6.96 $ 7.17 S 7.38 $ 7.60 $ 7.83 S 8.07 $ 831 $ 8.56 $ 8.82 $ 9.08 $ 9.35 $ 9.63 $ 992 $ 1022 $ 1053 $ 10.84 S 11.17
Capital Outlay $ 458 $ 487 $ 519 $ 553 $ 589 $ 6.27 S 6.68 $ 711 $ 757 $ 8.06 $ 859 $ 9.15 $ 974 $ 1037 $ 1105 $ 1177 $ 1253 $ 1335 $ 1421 $ 1514 $ 1612
Annual Operating Balance $ 396 $ 289 $ 472 $ 939 $ 534 $ 407 $ 1203 $ 1374 $ 1587 $ 853 $ 1071 $ 1349 $ 1752 $ 1893 $ 4034 $ 4187 $ 4380 $ 4621 $ 4919 $ 5285 $ 57.28
Debt Service Coverage Ratio O 1510 143 O 147 1620 1410 1330 1590 165 O 1720 147 O 1520 15O 1700 176 Q@ 303@Q 311 ©Q 321@ 333 Q@ 347 @ 363 Q@ 382
Funds on Hand:
Beginning Fund Balance $ 9844 $ 10262 $ 10576 $ 11068 $ 7506 $ 4155 $ 4582 $ 5805 $ 7199 $ 1973 $ 2847 $ 3938 $ 5307 $ 7079 $ 5910 $ 5364 $ 4970 $ 4770 $ 4811 $ 5151 $ 5855
Remaining Operating Balance $ 418 $ 314 $ 492 $ 959 $ 554 $ 427 $ 1223 $ 1394 $ 1607 $ 873 $ 1091 $ 1369 $ 1772 $ 1913 $ 4054 $ 4207 $ 4400 $ 4641 $ 4939 $ 53.05 $ 5748
Capital Expenses Funded From Surplus Fur $ - $ - $ (0.00) $ (45.21) $ (39.05) $ - $ - $ - $ (68.33) S - $ - $ - $ - $ (30.83) $ (46.00) $ (46.00) $ (46.00) $ (46.00) $ (46.00) $ (46.00) $ (46.00)
Capital Expenses Funded From Surplus Fund
Ending Operating Fund Balance $ 10262 $ 10576 $ 110.68 $ 75.06 $ 4155 $ 4582 $ 5805 $ 7199 $ 1973 $ 2847 $ 3938 $ 5307 $ 7079 $ 59.10 $ 53.64 $ 4970 $ 4770 $ 4811 $ 5151 $ 5855 $ 70.03
Note:

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.2 Clayton

Town of Clayton - Financial Assumptions & Metrics

Line General P 2025 026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
1 System Customer Growth 2.60% 2.41% 3.26% 3.21% 3.12% 3.07% 3.03% 2.96% 2.92% 2.84% 2.82% 1.41% 1.43% 1.43% 1.43% 1.43% 1.43% 1.43% 1.43% 1.43% 1.43%
2 Other Revenues Escalation Factor 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
3 System Wide - O&M Escalation Factor 19.66% 1.97% 6.38% 2.15% 3.02% 6.47% 6.50% 6.53% 6.54% 6.58% 6.56% 6.59% 6.62% 6.62% 6.62% 6.62% 6.62% 6.62% 6.62% 6.62% 6.62%
Financing Terms
Revenue Bonds
4 Term 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25 25
5 Rate 4.0% 5.0% 4.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
SRF
6 Term 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
7 Rate 1.11% 1.11% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38% 1.38%
8 Debt Service Coverage Target 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
9 Funds on Hand Target (days) 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
Town of Clayton - Financial Plan (in millions)
Projected
Line Description 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
1 Water Service - Existing Rates $ 1339 $ 1371 $ 1416 $ 1462 $ 1508 $ 1555 $ 1602 $ 1650 $ 1698 $ 1747 $ 1796 $ 1820 $ 1844 $ 1869 $ 1894 $ 1919 $ 1945 $ 1971 $ 1998 $ 2025 $ 20.52
2 Wastewater Service - Existing Rates $ 1597 $ 1635 $ 1688 $ 1742 $ 1796 $ 1850 $ 19.06 $ 1962 $ 2019 $ 2076 $ 2135 $ 21.67 $ 2199 $ 2232 $ 2266 $ 2300 $ 2335 $ 2370 $ 2406 $ 2442 $ 2479
3 Total Service Revenue - Existing Rates $ 2936 $ 3006 $ 3104 $ 3204 $ 3304 $ 3405 $ 3508 $ 3612 $ 3717 $ 3823 $ 3930 $ 398 $ 4043 $ 4101 $ 4160 $ 4220 $ 4280 $ 4342 $ 4404 $ 4467 $ 4531
Additional Revenue Required (Rate increases):
4 Rate Increases 14.0% 13.0% 10.0% 8.0% 7.0% 6.0% 5.0% 3.0% 2.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
5 Total Additional Revenue Required $ 93 $ 152 $ 203 $ 252 $ 302 $ 350 $ 396 $ 431 S 460 $ 473 S 486 S 493 $ 500 $ 50.7 $ 514 S 522 S 529 $ 53.7 $ 545 $ 552 $ 56.0
6  Other Revenue and Adjustments $ 413 $ 413 $ 413 $ 413 $ 414 S 415 $ 415 $ 414 S 415 $ 418 $ 422§ 423§ 425 $ 426 $ 429 S 434 S 438 $ 441 S 443 S 445 S 4.46
7 Total Revenues $ 4275 $ 4937 $ 5552 $ 6141 $ 6733 $ 7319 $ 7884 $ 8335 $ 8730 $ 89.69 $ 9213 $ 9339 $ 9469 $ 9599 $ 9734 $ 9872 $ 100.12 $ 10152 $ 10293 $ 10436 $ 105.80
8 Operating Expense $ 1976 $ 1995 $ 2119 $ 2154 $ 2218 $ 2363 S 2519 S 2687 S 2868 S 3063 $ 3271 $ 3497 $ 3741 $ 40.03 $ 4285 $ 4588 $ 49.15 $ 5267 $ 5646 S 6054 S 64.95
9 Net Revenues after Operations $ 2299 $ 2942 $ 3433 $ 3987 $ 4516 $ 4956 $ 5365 $ 5648 $ 5862 $ 59.06 $ 5942 $ 5843 $ 5728 $ 5596 $ 5449 $ 5284 $ 5097 $ 4885 $ 4647 $ 4382 $ 40.86
10  Outstanding Debt Service S 595 $ 1557 $ 1466 $ 1460 $ 1436 $ 1430 $ 1424 $ 1419 $ 1413 $ 1407 $ 1401 $ 1368 S 1362 S - S - $ - $ - S - S - S - S -
11 Projected Future Debt Service $ - $ - $ 285 $ 570 $ 949 $ 1329 $ 1719 $ 2109 $ 2109 $ 2294 $ 2294 $ 2294 $ 2294 $ 2294 S 2294 $ 2294 S 2294 $ 2294 $ 2294 $ 2294 S 2294
12 Total Debt Service $ 595 $ 1557 $ 1751 $ 2030 $ 2385 $ 2759 $ 3143 $ 3528 $ 3522 $ 37.00 $ 3695 $ 3662 $ 3656 $ 2294 $ 2294 $ 2294 $ 2294 $ 2294 $ 2294 $ 2294 $ 2294
13 Cash Funded CIP from Current Revenues  $ 09 $ 1.0 $ 1.0 $ 21§ 15 $ 35§ 35 $ 22 % 20 $ 20 $ 20 $ 20 $ 20 $ 40 $ 40 $ 40 $ 60 $ 40 $ 20 $ 10 $ -
14  Transfers and Other Expenditures $ 1115 $ 1088 $ 1099 $ 11.09 $ 1120 $ 11.32 $ 1143 $ 1155 $ 1168 $ 11.80 $ 11.93 $ 1207 $ 1221 $ 1235 $ 1248 $ 1261 $ 1275 $ 1288 $ 13.02 $ 1315 $ 13.29
15  Capital Outlay
16  Annual Operating Balance $ 496 $ 197 $ 4.8 $ 636 $ 8.60 $ 7.15 $ 7.28 $ 749 $ 9.72 $ 826 $ 854 $ 774 $ 652 $ 1668 $ 1508 $ 1329 $ 9.28 $ 9.03 $ 852 $ 673 $ 4.63
17  Debt Service Coverage Ratio © 387 O 18 O 19 O 19 O 161 ) 160 O 157 @ 244 ©Q 23839 230Q 22Q@ 213@Q 2030 1.78
Funds on Hand:
18  Beginning Fund Balance $ 586 $ 7.8 $ 6.47 $ 830 $ 893 $ 1053 $ 1027 $ 856 $ 1455 $ 2031 $ 2857 $ 2614 $ 3389 $ 2944 $ 4612 $ 5023 $ 6352 $ 6185 $ 7088 $ 6844 $ 75.16
19  Remaining Operating Balance $ 49 $ 1.97 $ 483 $ 636 $ 8.60 $ 715 $ 7.28 $ 7.49 $ 9.72 $ 826 $ 854 $ 774 $ 652 $ 1668 $ 1508 $ 1329 $ 9.28 $ 9.03 $ 852 $ 673 $ 4.63
20 Transfer to Construction Fund $ (300 $ (332)$ (3000 $ (573) $ (7.00) $ (7.41) $ (9.00) $ (1.50) $ (3.96) $ - $ (10.96) $ - $ (10.9) $ - $ (10.96) $ - $ (10.96) $ - $ (1096) $ - $ (10.96)
21 Transfer to Operations $ -8 - -8 - 8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -
22  Ending Operating Fund Balance $ 7.83 $ 6.47 $ 830 $ 893 $ 1053 $ 1027 $ 856 $ 1455 $ 2031 $ 2857 $ 2614 $ 3389 $ 2944 $ 4612 $ 5023 $ 6352 $ 61.85 $ 7088 $ 6844 $ 7516 $ 68.83

Note:
1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.3 Smithfield

- Financial ions & Metrics
Line General Assumptions 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
1 Customer Growth 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
2 Other Revenues Escalation Factor 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
3 System Wide - O&M Escalation Factor 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

Financing Terms

Revenue Bonds

4 Term 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30

5 Rate 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
SRF

6 Term 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20

7 Rate 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%

8 Debt Service Coverage Target 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50

9 Funds on Hand Target (days) 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120

Smithfield - Financial Plan (in millions)

Projected
Line Description 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
1 Water Service - Existing Rates S 5.16 S 529 S 542 S 556 S 570 $ 5.84 S 5.98 S 6.13 S 6.29 S 6.44 S 6.60 S 6.77 S 6.94 S 711 S 729 S 7.47 S 7.66 S 7.85 S 8.05 S 8.25 S 8.45
2 Wastewater Service - Existing Rates S 503 S 5.15 S 5.28 S 541 S 5.55 S 5.69 S 5.83 S 598 S 6.13 S 6.28 S 6.44 S 6.60 S 6.76 S 6.93 S 7.10 S 7.28 S 7.46 S 7.65 S 7.84 S 8.04 S 8.24
3 Total Service Revenue - Existing Rates $ 1019 $ 1044 $ 1070 $ 1097 $ 1125 $ 1153 $ 11.81 $ 1211 $ 1241 $ 1272 $ 1304 $ 1337 $ 1370 $ 1404 $ 1439 $ 1475 $ 1512 $ 1550 $ 1589 $ 16.29 $ 16.69

Additional Revenue Required (Rate increases):

4 Rate Increases 6.0% 8.0% 7.0% 5.0% 4.0% 4.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
5 Total Additional Revenue Required $ 06 $ 15 $ 24 S 31 $ 38 $ 45 S 49 S 54 S 59 $ 6.4 S 70 S 76 S 82 $ 88 $ 9.1 $ 93 $ 95 S 98 S 100 $ 103 S 10.5
6  Other Revenue and Adjustments $ 047 $ 050 $ 050 $ 050 $ 053 $ 056 $ 060 $ 063 $ 067 $ 071 $ 075 $ 080 $ 0.85 $ 090 $ 095 $ 1.01 $ 1.07 S 114 S 120 $ 128 S 1.35
7  Total Revenues $ 1127 $ 1245 $ 1361 $ 1461 $ 1557 $ 1660 $ 1736 $ 1816 $ 19.00 $ 1987 $ 2078 $ 2174 $ 2274 $ 2379 $ 2442 $ 2506 $ 2572 $ 2640 $ 27.10 $ 27.82 $ 2856
8  Operating Expense $ 7.66 S 834 S 8.76 S 9.20 $ 966 $ 1014 $ 1065 $ 1118 $ 11.74 $ 1233 $ 1294 $ 1359 $ 1427 $ 1498 $ 1573 $ 1652 $ 1735 $ 1821 $ 1912 $ 20.08 $ 21.08
9 Net Revenues after Operations $ 361 $ 411 $ 485 $ 541 $ 591 $ 6.46 $ 671 $ 6.98 $ 7.26 S 754 S 7.84 $ 8.15 $ 847 $ 8.80 $ 8.68 S 854 $ 837 $ 819 $ 7.98 $ 774 S 7.48
10 Outstanding Debt Service S 1.02 S 072 $ 071 $ 070 $ 070 $ 069 $ 0.68 $ 0.68 S 0.67 S 0.66 S 0.66 $ 0.65 $ 0.64 S 067 S 0.67 S 067 $ 067 $ 0.67 S 067 S 0.67 S 0.67
11  Projected Future Debt Service S - S 048 S 1.09 S 136 S 157 S 157 S 1.57 S 157 $ 157 $ 157 S 157 S 1.57 S 157 $ 157 S 157 S 157 S 1.57 S 157 $ 157 S 157 S 1.57
12 Total Debt Service $ 1.02 $ 119 $ 180 $ 2.06 $ 226 $ 226 $ 225 $ 224 S 224 $ 223 $ 222 $ 222 $ 221§ 224§ 224 $ 224 $ 224 $ 224 $ 224 S 224 $ 2.24
13  Cash Funded CIP from Current Revenues $ 08 $ 08 $ 08 $ 09 $ 1.0 S 12 $ 1.0 $ 1.0 $ 10 S 1.0 S 1.0 $ 1.0 $ 1.0 $ 11 S 12 S 13 $ 15 $ 16 S 17 S 19 S 2.1
14  Transfers and Other Expenditures S 040 $ 042 S 044 S 0.46 S 048 S 051 $ 053 $ 0.56 S 059 S 062 S 065 $ 0.68 $ 072 S 075 S 079 $ 0.83 S 087 $ 091 S 096 S 1.01 S 1.06
15  Capital Outlay

16  Annual Operating Balance $ 144 $ 175 $ 1.86 S 1.99 $ 217 $ 249 $ 293 $ 3.18 $ 343 $ 370 $ 3.97 $ 425 $ 455 $ 472 $ 446 $ 417 $ 3.77 $ 344 $ 3.08 $ 260 S 2.08
17  Debt Service Coverage Ratio @ 353@ 340@ 2700Q 262@ 261@ 28 @ 29 @ 311 Q@ 325@ 338 353@ 368Q 384 QO 394 @ 388 @ 382@ 3.75@ 366 @ 357 @ 346 @ 334

Funds on Hand:
18  Beginning Fund Balance 3.74 233 $ 1.83 221 3.09 1.83 212 242 2.81 4.18
19 Remaining Operating Balance 1.44 175 $ 1.86 1.99 217 2.49 2.93 3.18 3.43 3.70

$ $ $ $ $ $ $ $ $ $ $ $ 897 10.80 12.71 14.27 15.44 16.19 16.48 16.28 15.54
$ $ $ $ $ $ $ $ $ $ $ $

20 Transfer to Construction Fund $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ -
$ $ $ $ $ $ $ $ $ $ $ $
$ $ $ $ $ $ $ $ $ $ $ $

$ $ $ $ $ $ $ $
455 $ 472 $ 446 $ 417 $ 377 $ 344 $ 308 $ 260 $ 208
$ -8 -8 -8 $ $ -8 -8 -

21 Transfer to Operations (2.85) (2.25) $  (1.48) (1.11) (3.42) (2.21) (2.63) (2.79) (2.06) (2.21) (272) $ (2.80) $ (2.90) $ (3.000 $ (3.02) $ (3.15) $ (3.28) $ (3.33) $ (3.39)
22 Ending Operating Fund Balance 5.18 408 $ 3.69 4.20 5.25 4.32 5.05 5.59 6.24 7.87 1352 $ 1552 $ 1717 $ 1844 $ 1921 $ 1963 $ 1956 $ 18.88 $ 17.63

Note:

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.4 Pine Level
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Town of Pine Level - Financial Assumptions & Metrics

General Assumptions 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Customer Growth 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Other Revenues Escalation Factor 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
System Wide - O&M Escalation Factor 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

Financing Terms
Revenue Bonds
Term 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
Rate 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
SRF
Term 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
Rate 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
Debt Service Coverage Target 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
Funds on Hand Target (days) 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
Town of Pine Level - Financial Plan (in millions)
Projected
Description 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
Water Service - Existing Rates $ 042 $ 043 S 045 $ 046 S 047 S 048 $ 049 S 050 $ 052§ 053 $ 054 S 0.56 $ 057 $ 058 S 0.60 $ 061 $ 0.63 $ 0.65 $ 0.66 $ 0.68 $ 0.70
Wastewater Service - Existing Rates S 066 $ 068 $ 069 $ 071 $ 073 $ 075 $ 077 S 079 $ 0.81 $ 083 $ 0.85 $ 087 $ 0.89 $ 091 $ 093 $ 096 $ 098 $ 101 $ 1.03 S 1.06 $ 1.08
Total Service Revenue - Existing Rates $ 109 $ 111 $ 114 $ 117 $ 120 $ 123 $ 126 $ 129 $ 132 $ 136 $ 139 $ 142 $ 146 $ 150 $ 153 $ 157 $ 161 $ 165 $ 169 $ 174 $ 178
Additional Revenue Required (Rate increases):
Rate Increases 14.0% 10.0% 7.0% 6.0% 4.0% 4.0% 4.0% 4.0% 3.0% 3.0% 3.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Total Additional Revenue Required S 0 s 0 s 0 s 0 s 13 1 13 1 15 1 15 15 15 13 2 s 2 s 2 s 2 s 2 s 2 s 2
Other Revenue and Adjustments $ 011 $ 012 $ 013 $ 014 $ 014 $ 015 $ 016 $ 017 $ 018 $ 019 $ 020 $ 022 $ 023 $ 024 $ 026 $ 027 $ 029 $ 031 $ 033 $ 035 $ 037
Total Revenues $ 135 $ 152 $ 1.66 $ 1.80 $ 192 $ 204 S 218 $ 232§ 245 $ 259 $ 273 $ 288 S 3.02 $ 316 $ 331 § 346 $ 362 S 379 $ 397 $ 415 $ 4.35
Operating Expense $ 107 $ 113 $ 119 $ 125 $ 131 $ 137 $ 144 $ 152 $ 159 $ 167 $ 175 $ 18 $ 193 $ 203 $ 213 $ 224 $ 235 $ 247 $ 259 $ 272 $ 286
Net Revenues after Operations $ 029 $ 039 $ 047 $ 055 $ 061 $ 067 $ 073 $ 0.80 $ 0.86 $ 091 $ 098 $ 1.04 $ 1.08 $ 113 $ 117 S 122 $ 127 $ 132§ 138 $ 143 $ 1.49
Outstanding Debt Service $ 008 $ 008 $ 008 $ 008 $ 008 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ 004 $ -
Projected Future Debt Service $ - ¢ 004 $ 009 S$ 013 $ 015 S 018 $ 020 $ 023 $ 026 $ 029 $ 033 $ 036 S$ 040 $ 044 S 048 $ 052 $ 056 $ 060 $ 065 $ 070 $ 075
Total Debt Service $ 0.08 $ 012 $ 017 $ 021 $ 023 $ 021 $ 024 $ 027 $ 030 $ 033 $ 036 $ 0.40 $ 044 $ 047 $ 051 $ 055 $ 059 $ 063 $ 0.68 $ 073 $ 0.75
Cash Funded CIP from Current Revenues
Transfers and Other Expenditures
Capital Outlay S 003 $ 0.03 $ 003 $ 0.04 $ 0.04 $ 0.04 S 0.04 $ 0.04 S 0.05 $ 0.05 $ 0.05 $ 0.05 $ 0.06 $ 0.06 $ 0.06 $ 0.07 $ 0.07 $ 0.07 $ 0.08 $ 0.08 $ 0.08
Annual Operating Balance $ 017 S 023 $ 026 S 030 $ 033 $ 041 S 045 $ 049 S 051 $ 054 S 056 $ 059 S 059 $ 060 $ 0.60 S 060 $ 061 S 062 $ 062 S 062 $ 0.66
Debt Service Coverage Ratio @ 348 @ 3280 274©@ 2610@ 259@ 312@ 305@ 3000 288 @ 277 @ 268@ 261@ 248 @ 233O 2290 22 215@ 208 @ 2020 19 @ 199
Funds on Hand:
Beginning Fund Balance $ 004 $ 012 $ 024 $ 039 $ 05 $ 073 $ 098 $ 127 $ 160 $ 195 $ 232 $ 270 $ 3.09 $ 345 $ 38 $ 412 $ 443 $ 474 $ 506 $ 537 $ 566
Remaining Operating Balance $ 007 $ 013 $ 015 $ 016 $ 018 $ 025 $ 028 $ 033 $ 035 $ 037 $ 038 $ 039 $ 036 $ 036 $ 032 $ 031 $ 030 $ 032 $ 031 $ 02 $ 035
Capital Expenses Funded From Surplus Fur $ -8 -8 - s - S - S - S - S - S ) - s - S - s ) - S - S - S - S - S - S - S -
Ending Operating Fund Balance $ 012 S 024 $ 039 S 055 $ 073 $ 098 S 127 $ 1.60 $ 195 $ 232 § 270 $ 3.09 S 345 $ 3.80 $ 412 S 443 $ 474 S 5.06 $ 537 $ 5.66 $ 6.01

Note:

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.

11-11



Johnston County, North Carolina | Johnston County Regionalization Feasibility Report

11.5 Selma

Town of Selma - Financial Assumptions & Metrics

Line General Assumptions 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
1 Customer Growth 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
2 Other Revenues Escalation Factor 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
3 System Wide - O&M Escalation Factor 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

Financing Terms
Revenue Bonds
4 Term 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
5 Rate 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
SRF
6 Term 20 20 20 20 20 20 20 15 20 20 20 20 20 20 20 20 20 20 20 20 20
Rate 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 5.00% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
8 Debt Service Coverage Target 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
9 Funds on Hand Target (days) 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
Town of Selma - Financial Plan (in millions)
Projected

Line Description 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
1 Water Service - Existing Rates $ 183 $ 189 $ 195 $ 200 $ 206 S 213 S 219 $ 226 S 232 S 239 $ 246 S 254 S 261 S 269 S 277 S 286 S 294 S 303 $ 312 $ 322 $ 331
2 Wastewater Service - Existing Rates $ 342 % 352 $ 363 $ 374 $ 38 $ 397 $ 409 $ 421 $ 433 $ 446 5 460 S 474 $ 48 $ 503 $ 518 $ 533 $ 549 $ 566 $ 58 5 600 $ 618
3 Total Service Revenue - Existing Rates $ 526 $ 541 $ 558 $ 574 $ 592 5 609 $ 628 $ 646 $ 666 $ 68 $ 706 $ 728 $ 749 $ 772 $ 795 $ 819 $ 843 $ 869 $ 895 $ 922 $ 949

Additional Revenue Required (Rate increases):

4 RateIncreases 10.0% 9.0% 7.0% 6.0% 5.0% 4.0% 4.0% 4.0% 4.0% 4.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 2.0% 2.0% 2.0%
5  Total Additional Revenue Required $ 14 14 28 2 ¢ 35S 3 S 33 4 s 4 3 5 6 S 6 S 7S 78 8 S 9 3 10 $ 10 $ 1 s 12 3 13
6  Other Revenue and Adjustments $ 077 $ 08 $ 08 $ 08 S$ 090 $ 093 $ 097 S 101 $ 1.05 $ 109 $ 113 S 118 $ 123 $ 128 S 133 $ 138 $ 144 S 149 S 155 $ 161 $ 168
7  Total Revenues $ 655 $ 729 $ 798 $ 867 $ 934 $ 998 $ 1066 $ 1139 $ 1217 $ 1300 $ 1377 $ 1459 $ 1545 $ 1637 $ 1734 $ 1837 $ 1946 $ 2061 $ 2164 $ 2272 $ 23.85
8  Operating Expense $ 550 $ 58 S 624 S 662 $ 700 S 743 S 78 S 835 S 88 $ 939 $ 995 $ 1055 $ 1118 $ 11.85 $ 1256 $ 1331 $ 1411 $ 1496 $ 158 S 1681 S 17.82
9 Net Revenues after Operations $ 1.05 $ 140 $ 174 $ 206 $ 233 $ 255 § 278 $ 304 $ 332 $ 362 $ 38 $ 404 $ 427 $ 452 $ 478 $ 505 $ 534 $ 565 $ 578 $ 591 $ 6.03
10  Outstanding Debt Service $ 025 $ 025 $ 025 $ 025 $ 025 $ 025 $ 025 6 025 6 025 5 025 65 025 $ 025 $ 025 $ 025 $ 025 $ 025 % 025 6 025 S 025 5 025 $ 025
11  Projected Future Debt Service $ - $ 023 $ 040 $ 057 $ 071 $ 088 S 101 $ 115 $ 151 $ 171 $ 1.8 $ 200 $ 213 224 S 237 S 249 S 261 S 274 S 287 S 299 $ 311
12 Total Debt Service $ 025 $ 048 $ 065 $ 08 $ 096 $ 113 $ 127 $ 140 $ 176 $ 196 $ 213 $ 226 $ 238 $ 249 $ 262 $ 274 $ 28 $ 299 $ 312 $ 324 $ 336
13 Cash Funded CIP from Current Revenues

14  Transfers and Other Expenditures S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046 S 046
15  Capital Outlay s -5 - 5 - 5 - 5 - 5 - S5 - S5 - S5 - S5 - S5 - 5 - 5 - 5 - S5 - 5 - S5 - S5 - S5 - S5 -5 -
16  Annual Operating Balance $ 033 $ 045 $ 063 $ 077 $ 091 $ 09 $ 105 $ 117 $ 110 $ 119 $ 123 $ 132 $ 143 $ 15 $ 170 $ 1.8 $ 202 $ 220 $ 220 $ 221 $ 221
17  Debt Service Coverage Ratio Q 42 @ 29 @ 27 @ 25 @ 24 @ 23 @ 22 @ 22 O 19 O 1.8 O 1.8 O 1.8 O 1.8 O 1.8 O 1.8 O 1.8 O 1.9 O 1.9 O 19 O 1.8 O 1.8

Funds on Hand:

18  Beginning Fund Balance $ 58 $ 58 $ 508 $ 530 $ 564 $ 608 $ 646 $ 677 $ 704 $ 746 $ 765 $ 778 $ 787 $ 7.8 $ 78 $ 779 $ 775 $ 773 $ 776 $ 748 $ 6.99
19  Remaining Operating Balance $ 033 $ 045 $ 063 $ 077 $ 091 $ 095 S 105 $ 117 $ 110 $ 119 $ 123 S 132 $ 143§ 156 $ 170 $ 185 $ 202 $ 220 8 220 S 221 8 221
20 Capital Expenses Funded From Surplus Fur $  (0.32) $ (1.20) $ (0.41) $ (043) $ (0.46) $ (0.58) S (0.74) $ (090) $ (0.68) $ (1.00) $ (1.10) $ (1.24) $ (149 $ (1550 $ (1.72) $ (1.90) $ (2.03) $ (2.18) S (2.48) S (269 S (2.92)
21  Ending Operating Fund Balance $ 58 $ 508 $ 530 $ 564 $ 608 $ 646 $ 677 $ 704 $ 746 $ 765 $ 778 $ 787 $ 78 $ 7.8 $ 779 $ 775 $ 773 $ 776 $ 748 $ 699 $ 627

Note:
1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.6 Benson

(=
=}
®

wn e

10
1

12

13
14
15

16

17

18
19
20
21
22

Town of Benson - Financial Assumptions & Metrics

General Assumptions

Customer Growth
Other Revenues Escalation Factor
System Wide - O&M Escalation Factor

Financing Terms
Revenue Bonds
Term
Rate
SRF
Term
Rate

Debt Service Coverage Target

Funds on Hand Target

Town of Benson - Financial Plan (in millions)

Description
Water Service - Existing Rates
Wastewater Service - Existing Rates

Total Service Revenue - Existing Rates

Additional Revenue Required (Rate increases):

Rate Increases

Total Additional Revenue Required
Other Revenue and Adjustments

Total Revenues
Operating Expense
Net Revenues after Operations

Outstanding Debt Service
Projected Future Debt Service

Total Debt Service

Cash Funded CIP from Current Revenues
Transfers and Other Expenditures
Capital Outlay

Annual Operating Balance
Debt Service Coverage Ratio

Funds on Hand:

Beginning Fund Balance
Remaining Operating Balance
Transfer to Construction Fund
Transfer to Operations

Ending Operating Fund Balance

Note:

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50% 5.50%
10 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
Projected

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
$ 208 $ 213 $ 218 $ 223 $ 229 $ 235 6 241 $ 247 $ 253 $ 259 $ 266 $ 272 $ 279 $ 28 $ 293 $ 301 $ 308 $ 316 $ 324 $ 332 5 340
$ 2226 228 $ 234 % 239 $ 245 $ 251 6 258 $ 264 $ 271 % 278 $ 28 $ 292 $ 299 $ 306 $ 314 $ 322 $ 330 $ 338 $ 347 $ 355 $ 364
$ 430 $ 441 $ 452 $ 463 $ 474 $ 48 $ 498 $ 511 $ 524 $ 537 $ 550 $ 564 $ 578 $ 592 $ 607 $ 622 $ 638 $ 654 $ 670 $ 687 $ 7.04
9.0% 7.0% 6.0% 6.0% 5.0% 5.0% 4.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0%
$ 04 $ 07 $ 118 14 s 18 $ 22§ 25§ 28 $ 31§ 34 $ 38 $ 42 % 46 S 50 $ 55 $ 6.0 $ 64 $ 68 S 72 S 77 S 8.2
$ 026 $ 027 $ 028 $ 029% 031 $ 033 $ 035 $ 037 $ 039 $ 041 $ 044 S 046 $ 049 S 052 $ 055 $ 059 $ 062 $ 066 S 070 $ 074 S 078
$ 494 $ 541 $ 58 $ 636 $ 68 $ 735 6 784 $ 827 $ 874 $ 923 $ 974 $ 1029 $ 108 $ 1147 $ 1211 $ 1279 $ 1338 $ 14.00 $ 1464 $ 1532 $ 16.03
$ 38 $ 404 S 424 $ 446 S 468 $ 491 $ 516 $ 542 $ 569 $ 597 § 627 $ 659 $ 691 $ 726 $ 762 $ 800 $ 840 $ 88 $ 927 $ 973 $ 1022
$ 109 $ 136 $ 162 $ 190 $ 216 $ 244 $ 268 $ 28 $ 305 $ 325 $ 347 $ 370 $ 395 $ 421 $ 449 $ 479 $ 498 $ 517 $ 538 $ 559 $ 581
$ 033 $ 033 $ 033 $ 04 $ 023 $ 0236 020 $ 023 $ 02 $ 018 $ 014 $ 014 $ 014 $ 014 $ 014 $ 014 $ 014 $ 014 $ 014 $ 014 S 014
$ -8 - $ o010 $ 02 $ 037 $ 049 $ 061 $ 074 $ 075 $ 08 $ 08 $ 09 $ 102 $ 109 $ 116 $ 123 $ 129 $ 136 $ 143 $ 150 $ 157
$ 033 $ 033 $ 043 $ 064 $ 060 $ 072 $ 08 $ 09 $ 098 $ 100 $ 103 $ 109 $ 116 $ 123 $ 130 $ 137 $ 144 $ 150 $ 157 $ 164 $ 171
$ 04 $ 05 $ 05 $ 05 $ 06 $ 07 $ 24 % 17 $ 18 $ 19 § 21 % 22 % 24 % 25§ 2.7 % 29§ 29 $ 31 8 33§ 35§ 3.8
$ 003 $ 003 $ 003 S 003 $ 003 $ 0035 003$ 003 S 003 $ 003 $ 003 $ 003$ 003 S 003 $ 003 $ 0036 003 $ 003 S 003 S 003 S 003
$ 021 %6 o022 $ 021 % 020 $ 021 $ 0216 o020 $ 021 % 020 $ 021 $ 0216 o021 $ 0216 020 $ 021 $ 021 6 o021 $ 0215 021 $ 0215 021
$ 014 $ 026 $ 046 $ 056 $ 076 $ 081 $ (077)$ (002 $ 003 $ 008 $ 013 $ 014 $ 017 $ 020 $ 024 $ 029 $ 038 $ 031 $ 024 $ 017 $ 009
Q@ 33009 412Q 374 Q@ 297©Q 362@ 340 @ 3260Q 299Q 312 @ 327 @ 3383 @ 338 @ 3409 342Q 346 Q 350Q 3479 3449 342Q 341 ©Q 34
$ 004 $ 018 $ 044 $ 090 $ 147 $ 223 $ 304 $ 227 $ 224 $ 227 $ 235 $ 248 $ 262 $ 279 $ 298 $ 322 $ 351 $ 3.8 $ 420 $ 444 $ 461
$ 052 % 079 $ 094 $ 102 $ 132 $ 148 $ 161 $ 165 $ 1.8 $ 202 $ 220 $ 237 $ 254 $ 274 $ 295 $ 318 $ 330 $ 343 $ 357 $ 371 $ 3.8
$ (0.38) $ (0.53) $ (0.48) $ (0.45) $ (0.56) $ (0.67) $ (2.38) $ (1.68) $ (1.80) $ (L.94) $ (2.08) $ (2.22) $ (2.38) $ (2.54) $ (2.71) $ (2.89) $ (292) $ (3.12) $ (3.32) $ (3.54) $ (3.77)

$ - 5 - 5 - & - 5 - & - & - 5 - & - S5 - § - &5 - 5 - & - S5 - § - & - 5 - & - S5 - 5§ -
$ 018 $ 044 $ 090 $ 147 $ 223 $ 3.0 $ 227 $ 224 $ 227 $ 235 $ 248 $ 262 $ 279 $ 298 $ 322 $ 351 $ 38 $ 420 $ 444 $ 461 $ 470

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.7 Kenly
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Kenly - Financial Assumptions & Metrics
General Assumptions

Customer Growth
Other Revenues Escalation Factor
System Wide - O&M Escalation Factor

Financing Terms
Revenue Bonds
Term
Rate
SRF
Term
Rate

Debt Service Coverage Target
Funds on Hand Target (days)
Kenly - Financial Plan (in millions)
Description
Water Fund - Existing Rates

Wastewater Fund - Existing Rates

Total Service Revenue - Existing Rates

Additional Revenue Required (Rate increases):

Rate Increases

Total Additional Revenue Required
Other Revenue and Adjustments

Total Revenues
Operating Expense
Net Revenues after Operations

Outstanding Debt Service
Projected Future Debt Service

Total Debt Service
Cash Funded CIP from Current Revenues
Transfers and Other Expenditures
Capital Outlay
Annual Operating Balance
Debt Service Coverage Ratio
Funds on Hand:

Beginning Fund Balance
Remaining Operating Balance

Capital Expenses Funded From Surplus Fund

Ending Operating Fund Balance

Note:

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
$ 108 $ 111 $ 114 $ 116 $ 119 $ 122 $ 125 $ 129 $ 132 $ 135 $ 138 $ 142 $ 145 $ 149 $ 153 $ 157 $ 161 $ 165 S 169 $ 173 $ 177
$ 108 $ 111 $ 114 $ 116 $ 119 $ 122 $ 125 $ 129 $ 132 $ 135 $ 138 $ 142 $ 145 $ 149 $ 153 $ 157 $ 161 $ 165 $ 169 $ 173 $ 177
$ 216 $ 222 $ 227 $ 233 $ 239 $ 245 $ 251 $ 257 $ 264 $ 270 $ 277 $ 284 $ 291 $ 298 $ 306 $ 313 $ 321 $ 329 $ 337 $ 346 $ 354
6.0% 6.0% 5.0% 5.0% 5.0% 4.0% 3.0% 2.0% 4.0% 4.0% 3.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
$ 01 $ 03 $ 04 $ 06 $ 07 $ 09 $ 10 $ 118 13 s 15 $ 16 $ 18 S 19 $ 21 S 22§ 24 S 26 S 28 $ 29 S 31 $ 3.4
$ 229 5 249 $ 268 $ 28 $ 311 $ 331 $ 349 $ 365 $ 3.8 $ 415 $ 438 $ 463 $ 484 $ 506 $ 529 $ 553 $ 578 $ 604 $ 632 $ 661 $ 691
$ 207 $ 218 § 229 $ 241 $ 253 $ 265 $ 279 $ 293 $ 307 $ 323 $ 339 6 35 $ 373 $ 392 $ 412 $ 432 $ 454 $ 477 $ 500 $ 525 $ 552
$ 022 % 031 $ 039 $ 048 $ 058 $ 066 $ 071 $ 073 $ 08 $ 093 $ 100 $ 107 $ 110 $ 114 $ 117 $ 121 $ 124 $ 128 $ 132 $ 135 $ 139
s - 5 - S5 - s - S5 - 5 - 5 - S5 - S5 - S5 - S5 - 5 - S5 - S5 - $ - S5 - 5 - 5 - S5 - 5 - 5 -
$ - $ 002 $ 003 $ 005$ 007 $ 0095 009 $ 009 $ 00965 009 $ 009 S 009 S 009 S 0095 009 $ 009 $ 009 S5 009 $ 009 S 009 $ 009
$ - 0§ 002 $ 003 $ 005$ 007 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009 $ 009
$ 003 $ 005 $ 006 $ 008 $ 009 $ 011 $ 010 $ 010 $ 012 $ 011 $ 013 $ 013 $ 012 $ 014 $ 014 $ 014 $ 014 $ 015 $ 016 $ 014 $ 015
s - 5 - S5 - s - S5 - 5 - 5 - S5 - S5 - S5 - S5 - 5 - S5 - S5 - 5 - S5 - 5 - S5 - S5 - 5 - 5 -
$ 019 $ 024 $ 029 $ 035 $ 042 $ 046 $ 052 $ 055 $ 062 $ 073 $ 078 $ 08 $ 09 $ 091 $ 095 $ 099 $ 102 $ 105 $ 107 $ 113 $ 116
© 1808 @ 1141 Q@ 937 Q@ 849 @ 771 @ 832 @ 85 @ 967 @ 108 @ 1171 @ 1259 @ 1298 @ 1337 @ 1377 @ 1418 @ 1460 @ 1502 @ 1545 @ 1589 @ 16.33
$ 026 $ 030 $ 039 $ 051 $ 069 $ 092 5 094 $ 098 $ 102 $ 112 $ 129 $ 149 $ 174 $ 198 $ 222 $ 244 $ 267 $ 288 $ 308 $ 327 $ 344
$ 019 $ 024 $ 029 $ 035 $ 042 $ 046 $ 052 $ 055 $ 062 $ 073 $ 078 $ 08 $ 09 $ 091 $ 095 $ 099 $ 102 $ 105 $ 107 $ 113 $ 116
$ (015) $ (0.16) $ (0.17) $ (0.18) $ (0.18) $ (0.44) $ (0.48) $ (0.51) $ (052) $ (0.56) $ (0.57) $ (0.61) $ (0.66) $ (0.68) $ (0.72) $ (0.76) $ (0.81) $ (0.85) $ (0.88) $ (0.96) $  (1.00)
$ 030 $ 039 $ 051 6 069 $ 092 $ 094 $ 098 $ 102 $ 112 $ 129 $ 149 $ 174 $ 198 $ 222 $ 244 $ 267 $ 28 $ 3.08 $ 327 $ 344 $ 360

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.8 Princeton
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Town of Princeton - Financial Assumptions & Metrics

General Assumptions

Customer Growth
Other Revenues Escalation Factor
System Wide - O&M Escalation Factor

Financing Terms:
Revenue Bonds
Term
Rate
State Revolving Fund
Term
Rate

Debt Service Coverage Target

Funds on Hand Target (days)

Town of Princeton - Financial Plan (in millions)

Description
Water and Sewer Service - Existing Rates

Total Service Revenue - Existing Rates

Additional Revenue Required:
Rate Increases

Total Additional Revenue Required
Other Revenue and Adjustments
Total Revenues

Operating Expense
Net Revenues after Operations

Outstanding Debt Service
Projected Future Debt Service
Total Debt Service

Cash Funded CIP from Current Revenues
Transfers and Other Expenditures
Capital Outlay

Annual Operating Balance
Debt Service Coverage Ratio
Funds on Hand:

Beginning Fund Balance
Remaining Operating Balance

Capital Expenses Funded From Surplus Fund

Ending Operating Fund Balance

Note:

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30

5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%

20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20

3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50

120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120

Projected
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

$ 075 $ 077 $ 08 $ 08 $ 08 $ 08 $ 09 $ 093 $ 09 $ 098 $ 101 $ 104 $ 107 $ 120 $ 114 $ 117 $ 121 $ 124 $ 128 $ 132 $ 136
$ o075 $ 077 $ 08 $ 08 $ 08 $ 08 $ 090 $ 09 $ 095 $ 098 $ 101 $ 104 $ 107 $ 110 $ 114 $ 117 $ 121 $ 124 $ 128 $ 132 $ 136
14.0% 10.0% 8.0% 8.0% 6.0% 6.0% 5.0% 5.0% 5.0% 4.0% 4.0% 3.0% 3.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

$ o s 0 s 0 s o s 0 s 18 18 18 18 18 18 18 18 18 18 28 2 8 28 2 8 28 2
$ 008 $ 008 $ 008 $ 009 $ 009 $ 009 $ 010 $ 010 $ 011 $ o011 $ 011 $ 012 $ 012 $ 013 $ 013 $ 014 $ 014 $ 015 $ 016 $ 016 $ 017
$ 093 $ 105 $ 116 $ 129 $ 140 $ 153 $ 165 $ 178 $ 192 $ 205 $ 219 $ 233 $ 246 $ 261 $ 274 $ 28 $ 302 $ 318 $ 334 $ 350 $ 3.68
$ 0716 075 $ 08 $ 08 $ 09 $ 09 $ 101 $ 107 $ 113 $ 120 $ 127 $ 135 $ 143 $ 152 $ 161 $ 170 $ 181 $ 192 $ 203 $ 215 $ 228
$ 022 $ 030 $ 03 $ 044 $ 05 $ 057 $ 064 $ 071 $ 078 $ 08 $ 092 $ 098 $ 103 $ 109 $ 113 $ 118 $ 122 $ 126 $ 130 $ 135 $ 140
$ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 006 $ 0.06
$ - $ 002 $ 005 $ 008 S 009 $ 010 % 011 $ 012 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013 $ 013
$ 006 $ 008 $ 010 $ 013 $ 014 $ 015 $ o016 $ 017 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018 $ 018
$ 001 $ 007 $ 008 $ 007 $ 011 $ 009 $ 011 $ 011 $ 018 $ 017 $ 021 $ 022 $ 023 $ 024 S 025 $ 026 $ 0296 031 $ 033 5 034 $ 037
$ 008 $ 009 $ 009 $ 009 $ 010 $ 010 $ 010 $ 011 $ 011 $ 012 $ 012 $ 013 $ 013 $ 014 $ 014 $ 015 $ 015 $ 016 $ 017 $ 017 $ 0.8
$ 008 $ 007 $ 010 $ 015 $ 015 $ 023 $ 027 $ 032 $ 032 $ 038 $ 041 $ 045 $ 049 $ 053 $ 056 $ 058 $ 059 $ 061 $ 063 $ 066 $ 067
@ 405Q@ 394@ 355 @ 338 @ 350@ 375@ 391 @ 409Q 431 Q 467@Q 505 Q@ 535Q 5679 601 QD 622Q 646 D 669Q 692 Q 716 Q 741 QO 767
$ (0000$ 007 $ 014 $ 024 $ 029 $ 029 $ 035 $ 042 $ 051 $ 051 $ 053 $ 059 $ 067 $ 076 $ 08 $ 099 $ 109 $ 118 $ 126 $ 133 $ 139
$ 008 $ 007 $ 010 $ 015 $ 015 $ 023 $ 027 $ 032 $ 032 $ 038 $ 041 5 045 $ 049 $ 053 $ 056 $ 058 $ 059 $ 061 $ 063 $ 066 $ 067
$ -8 -8 - $ (0100 $ (0.15) $ (0.18) $ (0.20) $ (0.22) $ (0.32) $ (0.35) $ (035 $ (037) $ (0.40) & (0.42) S (0.45) $ (0.48) $ (0.50) $ (0.53) $ (0.56) 5 (0.60) $  (0.63)
$ 007 $ 014 $ 024 $ 029 $ 029 $ 035 $ 042 $ 051 $ 051 $ 05 $ 059 $ 067 $ 076 $ 08 $ 099 $ 109 $ 118 $ 126 $ 133 $ 139 $ 143

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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11.9 Four Oaks
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Four Oaks - Financial Assumptions & Metrics

General Assumptions

Customer Growth

Other Revenues Escalation Factor
System Wide - O&M Escalation Factor
Financing Terms

Revenue Bonds
Term
Rate
SRF
Term
Rate

Debt Service Coverage Target
Funds on Hand Target (days)
Four Oaks - Financial Plan (in millions)
Description
Water Fund - Existing Rates

Wastewater Fund - Existing Rates

Total Service Revenue - Existing Rates

Additional Revenue Required (Rate increases):

Rate Increases

Total Additional Revenue Required
Other Revenue and Adjustments

Total Revenues
Operating Expense
Net Revenues after Operations

Outstanding Debt Service
Projected Future Debt Service

Total Debt Service
Cash Funded CIP from Current Revenues
Transfers and Other Expenditures
Capital Outlay
Annual Operating Balance
Debt Service Coverage Ratio
Funds on Hand:

Beginning Fund Balance
Remaining Operating Balance

Capital Expenses Funded From Surplus Fund

Ending Operating Fund Balance

Note:

2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00%

30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30 30
5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5% 5.5%
20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20 20
3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14% 3.14%
1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120 120
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045
$ 068 $ 070 $ 072 $ 074 $ 076 $ 077 $ 079 $ 08 $ 08 $ 08 $ 08 $ 09 $ 092 $ 094 $ 097 $ 099 $ 102 $ 104 $ 107 $ 109 $ 112
$ 08 $ 08 $ 08 $ 091 $ 093 $ 09 $ 098 $ 100 $ 103 $ 105 $ 108 $ 111 $ 113 $ 116 $ 119 $ 122 $ 125 $ 128 $ 132 $ 135 $ 138
$ 153 § 157 $ 161 $ 165 $ 169 $ 173 $ 177 $ 18 $ 1.8 $ 191 $ 196 $ 200 $ 205 $ 211 $ 216 $ 221 $ 227 $ 233 $ 238 $ 244 $ 250
12.0% 8.0% 6.0% 5.0% 5.0% 3.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 6.0% 2.0% 2.0% 2.0% 2.0% 2.0% 0.0% 0.0% 0.0%
$ 02 $ 03 $ 05 $ 06 $ 07 $ 08 $ 09 $ 09 $ 10 $ 11 3 12§ 13 s 14 $ 15 S 1.6 $ 17 $ 18 $ 20 $ 20 S 21 $ 2.1
$ 03 $ 03 $ 03 $ 03 $ 04 $ 04 $ 04 $ 04 $ 04 $ 05 $ 05 $ 05 $ 06 $ 06 S 06 $ 07 $ 07 $ 08 $ 08 $ 09 $ 0.9
$ 199 $ 219 $ 237 $ 255 $ 274 $ 28 $ 303 $ 317 $ 332 $ 348 $ 365 $ 38 $ 400 $ 419 $ 439 $ 460 $ 48 $ 505 $ 520 $ 536 $ 553
$ 18 $ 189 $ 198 $ 208 $ 219 $ 229 $ 241 $ 253 $ 266 $ 279 $ 293 $ 308 $ 323 $ 339 $ 35 $ 374 $ 392 $ 412 $ 433 $ 454 $ 477
$ 019 $ 030 $ 039 $ 047 $ 055 $ 060 $ 062 $ 064 $ 067 $ 069 $ 072 $ 075 $ 077 $ 08 $ 08 $ 08 $ 09 $ 093 $ 08 $ 08 $ 075
$ 005 $ 005 $ 005 S 005 $ 005 $ 0056 005 $ 005 S 005 $ 005 $ 0056 005 $ 005 S 005 $ 005 $ 0056 005 $ 005 S 005 $ 005 S 005
$ -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -
$ 005 $ 005 $ 005 $ 005 $ 005$ 005 % 005$ 005$ 005$ 005$ 005$% 005$ 005$ 005$ 005$ 005$ 005$ 005$ 005 $ 0053% 005
$ 012 $ 012 $ 013 $ 013 $ 014 $ 015 $ 016 $ 016 $ 017 $ 018 $ 019 $ 020 $ 021 $ 022 $ 023 $ 024 $ 025 $ 027 $ 028 $ 029 S 031
$ -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -
$ 003 $ 014 $ 022 $ 029 $ 037 $ 040 $ 042 $ 043 $ 045 $ 047 $ 048 $ 050 $ 052 $ 054 $ 056 $ 058 $ 060 $ 062 $ 055 $ 048 $ 040
Q@ 421 ©Q 660Q 849 @ 1015 @ 1199 @ 1297 @ 1345 @ 1396 @ 1448 @ 1502 @ 1558 @ 1616 @ 1676 @ 1739 @ 1804 @ 1871 @ 1941 @ 2013 @ 1898 @ 1772 @ 16.35

$ 127 $ 104 $ 09 $ 08 $ 08 $ 087 $ 094 $ 100 $ 123 $ 147 $ 171 $ 196 $ 221 $ 247 $ 273 $ 3.00 $ 328 $ 356 $ 3.8 $ 404 $ 415

$ 003 $ 014 $ 022 $ 029 $ 037 $ 040 5 042 $ 060 $ 062 $ 065 $ 067 $ 070 $ 073 $ 076 $ 079 $ 08 $ 08 $ 08 $ 08 $ 077 $ 071

$ (0.26) $ (027) $ (0.29) $ (030) $ (0.32) $ (033) $ (035 $ (037) $ (039) $ (0.41) $ (043) $ (0.45) $ (047) $ (0.49) $ (0.52) $ (0.54) $ (057) $ (0.60) $ (0.63) $ (0.66) $  (0.69)

$ 104 $ 09 $ 08 $ 08 $ 08 $ 09 $ 100 $ 123 $ 147 $ 171 $ 19 $ 221 $ 247 $ 273 $ 300 $ 328 $ 356 $ 3.8 $ 404 $ 415 $ 417

1. The Financial Plan detailed herein is preliminary and represents the Base Case Financial Plan with no revenue increases.
2. The attached Financial Plan must be verified and validated with the respective Entity.
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