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Meeting Agenda

» Purpose & Objectives

» Project Highlights

* Preliminary Due Diligence Analysis
- Proposed Regionalization Scenario
- Regionalization Roadmap

* Next Steps




Thank You
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Purpose &
Objectives
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Purpose and Objectives

@

Purpose Objectives
Facilitate a discussion and report the Understanding:
findings and considerations related Provide an outline of the considerations and
to the Regionalization Study variables that must be understood as a part of a

Regionalization Scenario

Roadmap:
Outline the path to understanding the value and
shared benefits of a Water and Sewer System
Regionalization Scenario within Johnston County
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Project Highlights
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Project Highlights

Financial Highlights Operating Organization Regionalization Roadmap

« Over $2.0 billion in Capital H|gh||ghts « 36-Month Schedule
Requirements (baseline) Optimization of staffing « Organization

* Revenue Increase Required requirements Development

- Balanced Financial Plan « Asset Maintenance « Organizational

 Uniformity of Water and « Existing Cost of Operations Alignments
Sewer Rates « System Resiliency & « Implementation

Performance

Governance Highlights

e Operatingin a limited form
of Cooperation

 Ratify current Inter-
local/Service Agreements

« Deep coordination between
regulatory, legislative, and
other bodies

Proposed Regionalization
Scenario
“Self-Contained Authority”
» QOrganization Structure
« Water Requirements
« Sewer Requirements
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Regionalization Drivers

LINE 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

S 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
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Project Approach

- Strategic Drivers Project Initiation
. . - What is the Strategic Intent and Drivers?
* Desired Strategic « Participants Discuss, Assess, &

Outcomes Confirm

* Organization Review
* Infrastructure Review

* Implementation Roadmap

reviews of the systems

Roadmap

c
.2
E.g “ ° * ° ” g (_é
EE Regionalization™ 2 g 3 - Stakeholder Review
o) o oo < [l c
2< Feasibility  J 9% - High Level Financial Review
« Implementation £ Approach E= 5
[7] ‘=
al &

Deep Dive Evaluations

 Perform detailed technical,

operations, & financial evaluations

* Technical Evaluations
* Operations Evaluation
« Financial Evaluations

Study Approach that is designed to complete a comprehensive evaluation associated with forming the “Unified
Entity” and/or Regional Partnerships
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Governance

nghllghts
Build on Inter-
Governmental
Cooperation

LEAST risk
sharing and

potential
benefits

Inter-Governmental

Cooperation
Utilizes operating agreements,
wholesale contracts, basic
service contracts or joint service
agreements between entities

PROS

 Facilitate existing Utility e o35 of control

System Operating

Structure

* May not have to expand
plant

* More efficient use of
resources

+ Eliminate duplication of
facilities

e Maximize sharing of risk Moo approval required

and benefits

CONS

° Working bOdy focused on = Very little economic benefit

+ Very little risk-sharing

Water and Sewer |SSU€S « Not lowering the combined

& Opportunities

E BLACK &VEATCH

system costs
= Temporary solution (possible)

Special Service
Authority

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

PROS

Each entity maintains
control of distribution
system/growth

May have economies of
scale from combined
capacity

Risk sharing only on
treatment

CONS

Typically, only benefit from
wholesale rate path
Potential loss of control over
capacity/treatment plants
No economies of scales on
collection/distribution

Self-Contained
Authority

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

PROS

+ Total sharing of risk

« Cost savings optimized through
economies of scale

* Provide for more permanent solution
to supply problems

+ Larger entity can seek wider range of
financing sources

» Can spread large capital expenditures
over a larger customer base

CONS
« No control except through voting
rights negotiated by entities
« Can be most difficult because of
system valuation
« Voter approval required

MOST risk
sharing and
potential
benefits

Fully Integrated
Utility Entity
Essentially the stronger

entities buy the weaker
entities

PROS

+ No Acquired entity not
burdened with system
maintenance

« Potential economies of
scale for a larger system
whereby acquired entity
may benefit

CONS
* Loss of control for
acquired entity only
« Potential loss of revenues
for acquired entity
« No risk-sharing, acquiring
entities bare all the risk
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Water and Sewer L = :
System =k
y S YR _ | Water and Sewer
.. Treatment Plants,
Characteristics ) Master Meters, &
- Water Systems located in the Central ~_ = | ETJ
& Southeastern parts of the Service S——
Area
- Sewer System is more built-out in the =
Central & Northeastern parts of the NS e
Service Area I oy el
- Growth in the County is concentrated h - -
in the north and extended throughout o
the service area o5 (T Water T&D and
- Water and Sewer System maintain - | Sewer Conveyance
separate and important requirements System
: . N -4

E BLACK &VEATCH © Black & Veatch Corporation, 2023. All Rights Reserved. The Black & Veatch name and logo are registered trademarks of Black & Veatch Corporation. 12



Maintenance of the Existing System

Current Maintenance Targeted Maintenance Dedicated Maintenance
- Mainly Corrective - Preventive Team
Maintenance Maintenance - Maintain schedulers,
- Certain maintenance - Lower the cost of planners, and
activities is maintenance maintenance service
outsourced tools

Wilson

Characteristics Benson Princeton Smithfield Mills®

Business Unit Leader(?) [] ]

Dedicated Maintenance Group | ]

Services Provided by Geography

Preventive Maintenance | | |

Corrective Maintenance | | | | | | | | | [ | | [ | |

Control System Utilized(?

Notes:

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

2. Existing water and/or sewer treatment plant control and maintenance management systems are utilized in the planning and scheduling of maintenance resources.
3. Maintenance services are provided by JCPU and the Utility Systems.
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Existing Cost of Operations

H Igh I IghtS O&M per MG Water O&M per MG Wastewater
AWWA U't|||'ty Benchmark|ng ——Average  ——National Regional ———Average  ———National Regional I
Survey s e

- Higher cost to Produce Water §§ I—I—I—tl §§
and Treat Wastewater o p BAERREEE o0

- Lack of Resources o 0@&";@; &L «
- Higher Operating Ratio for & Q
most Utility System
- Higher risk profile Operating Ratio (0&M/Revenues)
associated with existing Notional  ——Average
operations o

- Utility Systems require more

revenues to meet existing

0%

levels of cost
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Financial Analysis

Comparison of Revenues and Revenue Requirements

$500,000

$450,000

$400,000

__$350,000

‘g’ $300,000
= $250,000
i $200,000
$150,000
$100,000
$50,000

S0

20242025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045

mmmmm Operating Expenses

Transfers and Other Expenditures

== == =Proposed Revenues

Revenue
- Existing Revenues not Sufficient
- Proposed Revenue Increases

- JCPU & Utility Systems

- Regionalized System
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i Total Debt
== == = Exjsting Rate Revenues

Revenue Requirement (Cost)

$2.1 Billion in CIP (Baseline)
Annual R&R Investment
PFAS Mitigation

Regional AMI Program

Revenue Increases

Regionalized

Year ‘

System
2025 12.0%
2026 12.0%
2027 8.0%
2028 6.0%
2029 6.0%
2030 5.0%
2031 2.0%
2032 2.0%
2033 2.0%
2034 2.0%
2035 2.0%
2036 2.0%
2037 0.0%
2038 0.0%
2039 0.0%
2040 0.0%
2041 0.0%
2042 0.0%
2042 0.0%
2044 0.0%
2045 0.0%
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Rate Structure & Bill Comparison

Town of Town of
Description Clayton Smithfield Benson Princeton | Four Oaks
Fixed Charge:
Availability/Customer [ | [ | | [ | 2 [ | [ ] [ ] [ |
o . Volumetric:
nghllghts Uniform u u u | [ ]
1 Increasing Block [ | [ | [ ] ]
- Varying Water Rate 2cing
Declining Block

Structures
- Uniformity of Water and

H Princeton : : 86.67 : :
Sewer Rates Over Time | .
ey Kenly 63.43
- Recognition of each I
System’s Development —
CyC I e Pine Level | $69.02 | |
Selma | | |5106.36
- | | |
Smithfield $71.93
| | |
Clayton $100.19
| | |
Johnston County ! ! $77.48 ! !
Average # : : §77.18 : :
$0.00 $20.00 $40.00 $60.00 $80.00 $100.00 $120.00 $140.00 $160.00 $180.00

m Water Sewer
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System Resiliency

! Implement

I County I Regionalization Reqionalizati ! Monitor
1 Strategy 2 Strategy 3 Sfr%'%%?'za lon 4 Performance
N - - N
Competlng Priorities Overarching Goals Strategies, Initiatives, & Action Plans

- Resilient Infrastructure
- Inflow and Infiltration
Reduction Program

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

Organization technology. Standardize operating planning & practices.

Infrastructure Assess current and future collective service requirements

Financial Assess current and future anticipated financial conditions

- Overarching Planning
Approach

- Comprehensive Long-Term
Financial Planning

- Reduction in the Cost to
Operate

- Reg | on al Adva nCed M ete” ng Stability along with the condition, criticality, and cost of infrastructure
@
o
InfraStrUCtu re . oo\ Stakeholders Assessment of the level of stakeholder communication E
- Dedicated Maintenance &) 2 Sz EEL §
Service @
£
=

Perform a review of the outstanding/pending

Regulatory regulatory matters

% Legal Perform a complete legal review

) )

Strategic Regionalization value chains with multiple entry and integration points

- (9 (&)
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Proposed
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Proposed Regionalization Scenario

Self-Contained
Authority

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

E BLACK &VEATCH

Self-Contained
Authority

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

PROS

« Total sharing of risk

» Cost savings optimized through
economies of scale

» Permanent solution to capacity,
supply, and financing considerations

* Larger entity can seek wider range of
financing sources

» Optimize capital requirements over a
larger customer base

CONS
« No control except through voting
rights negotiated
» Extensive negotiations and
deliberations to value systems
» Voting and approval hierarchy
amongst members

Sharing of risk,
administrative
requirements, and
realized benefits

Extensive legislative
and due diligence
procedures to
establish Authority
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Self-Contained Authority Organization Structure

Business

Water System
Planning & Settlements

E BLACK &VEATCH

Water System
Transmission &
Distribution

Operations

Water System Wastewater System

Treatment Treatment
Finance

Legal & Regulatory

Engineering & IT

Customer Service &
Billing

Operations &
Maintenance

Wastewater System
Conveyance
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Wastewater System
Planning & Settlements
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Regionalization
oadmap
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Regionalization Roadmap

Year 1: Organization Development Year 2: Organization Alighment

Year 3: Implementation

m Months 7 - 12 Months 13 - 18 Months 19 - 24 Months 25 - 30 Months 31 - 36

Organization:

* Regionalization e}
Committee m
* Authority Formation
i Authority Resolution Q Authority Resolution

ii. MOUs o MoUs &
iii.  Authority Board Authority Board

iv.  Authority Structure Authority Structure @ Authority Formation ’Q_J\
< < 2
« Organization 5 ey : _ll
Assessment ‘ rganization Assessmen | S
O%O \-(.DJ
* Stakeholder %.:.@ Stakeholder Engagement will serve as a Key Function to form and align the Authority
Engagement Plan j=)
=
+ Organization Organization Implementation | g
Implementation ® o N7
2,
Infrastructure: E
* System Integration
Study Assess W/WW System Back-bone functions to develop a Infrastructure Implementation Plan ‘ E
* Infrastructure 8
Implementation ‘ Infrastructure Implementation |
@  J
Financial:

«  Procure Authority |Z| | Procure alternative and other source of fundingto supportthe Implementation of the Authority ‘
Development Funding

* Complete a Rate &

Cost of Service Study Comprehensive Rate Study | | SupportImplementation ‘

+ Develop a Utility

System Rate %| Balanced Plan ‘ | Finalize Plan |
Implementation Plan

* Establish Authority | Financial Metrics

Financial Metrics
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Next Steps
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Next Steps

Development of a Regional
Committee

Reports to the County
Commission

Establishes a Charter
Develop a Planning
Framework and Roadmap

Initiate the Authority
Formation Activities

E BLACK&VEATCH

Authority
Participants/Resolution
MOUs

Authority Board/Structure
|dentify Deep Dive
Evaluation Focus Areas

Organization Assessments
 (Governance Activities
* [Infrastructure,
Organization, and Financial
Assessments
* Retain feedback and
direction from participants

Stakeholder Engagement Plan
 Determine a cadence of
communication
* Retain feedback and
guidance

Communicate, Communicate,
Communicate
« Establish a procedure to
communicate, document,
and report
e Drivers
* Proceedings
* Next Steps
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