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Reserve Policies Service Authérity
ServingéConserving < —x > >

Days Cash on Hand:

— What is It: Days Cash on Hand is a common utility fund metric that measures how many days utility
operations can be sustained relying solely on the use of unrestricted cash and investments.

— Rating Perspective: Rating agencies are sensitive to a utility system’s cash levels because utilities with
significant cash reserves are able to survive temporary disruptions and cash flow shortfalls without
missing important payments. A low cash balance indicates poor flexibility to manage contingencies.

— EXxisting Policy: Per Davenport’s recommendation in 2018, the Authority adopted a change to its Days
Cash on Hand Policy which brings the policy in line with highly rated systems: The Authority’s Operating
Reserve “combined with the 3R Reserve, the Capacity/System Development Reserve and unrestricted
cash and investments is to maintain a day’s cash on hand floor of 270 days of operating expenses as
calculated from the previous fiscal year. Water and wastewater rates are to be set accordingly to ensure
these reserves maintain this 270-day target.”

— Recommended Changes: The Authority’s current reserve policy is consistent with the rating agencies’
recommended practices for utility systems. Davenport recommends that the Authority continue to
monitor its reserve levels, particularly as it deploys rate stabilization reserves.

DAVENPORT & COMPANY Source: ACSA Financial Policies Document.
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Debt Management Policies Service Authérity
ServingéConsenving < =—— > >

Debt Service Coverage:

— What It Is: Debt Service Coverage is a metric that rating agencies consider when assessing the health of
a utility system. It measures the degree to which net revenues are available to cover debt service
expenditures, and as such, is an important ratio for measuring debt affordability.

— Rating Perspective: The rating agencies monitor a system’s coverage because it serves as an indicator of
financial flexibility and debt affordability. Higher coverage levels indicate greater flexibility to withstand
volatile revenues, unexpected outflows, or customer resistance to higher rates.

— EXisting Policy: Per Davenport’s recommendation in 2018, the Authority has adopted a 1.20x debt
service coverage requirement into its debt policies: “The Authority shall maintain net revenues, excluding
connection fees, such that they are equal to 1.20x of annual debt service”.

» This policy was enacted prior to the inflationary increases of these generational projects that both
authorities are currently undertaking.

— Recommended Changes: Modify the existing policy to strive to achieve this policy by 2032, which is two
years after the 3rd projected bond issuance used to fund these generational projects. To keep within
strong AA range medians, we recommend adding a policy to be in force immediately that includes
connection fees. The policy would read “The Authority shall maintain net revenues, including connection
fees, such that coverage is equal to at least 1.70x of annual debt service.” This level is the minimum
‘Aa’ threshold according to Moody’s, which is higher than the S&P threshold for AA credits. This allows
surplus funds to be used for pay-go projects, including repair and replacement.

Source: ACSA Financial Policies Document and Agreement of Trust.

DAVENPORT & COMPANY
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Reporting:

— What It Is: Regularly monitoring and updating the governing body of an entity on the extent to which its
actual revenues and expenditures are tracking the figures that were originally budgeted.

— Rating Perspective: Reporting policies are viewed as a credit positive because they show that a utility
system is closely monitoring its cash flows with an eye to ensuring that expenditures are not outpacing
revenues.

— EXxisting Policy: The Authority currently prepares monthly budget to actual financial statements on a cash
flow basis, as well as an investment report, and presents them to the Authority Board.

— Further Comments: The Authority’s current reporting practices are consistent with the rating agencies’

recommended practices for utility systems. Davenport recommends that the Authority continue to
prepare and present these reports as done currently.

DAVENPORT & COMPANY

July 17, 2025 Comprehensive Financial Review and Plan of Finance 28



Albemarle County 190

Investment Policies Service Authérity
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Investment Management Policies:

— What is It: Investment management policies define the standards and parameters that the Authority will
follow with regards to the investment of its operating funds, bond proceeds, and other sources of cash.

— Rating Perspective: Laying out formal investment policies conveys to the rating agencies that a locality is
taking an active approach to the management of its funds. Effective policies should seek to achieve a
balance between maximizing returns on investments while also emphasizing the security of the principal
amount invested.

— Existing Policy Highlights:

1. Compliance: The Authority currently restricts its authorized investment instruments to those
specified by the Code of Virginia, including certificates of deposit, treasury bills, notes and bonds,
prime commercial paper etc. The Authority also has further policies in place to ensure the
investment of bond proceeds will be in line with relevant financing documents.

2. Safety: The Authority specifies that its investment decisions will be made with the intent of
maintaining the principal balance and has investment restrictions in place relating to the credit
ratings of the investments as well as diversification requirements.

3. Term Restrictions: The Authority currently restricts its investment holdings to a period of no more
than five years and has specific maximum maturity restrictions that are tailored to the investment
type/security.

4. Reporting: The Authority currently prepares monthly reports on the status of investments and
provides copies to the Executive Director and the Board of Directors.

5. Selection: The Authority has committed to soliciting new investment opportunities through a
competitive process where bids are requested from at least two qualified institutions.

DAVENPORT & COMPANY
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Impact of RWSA Increases

DAVENPORT & COMPANY
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RWSA Capital Improvement Plan Service Authérity
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m RWSA has identified significant capital improvement needs over the next five years;

® The costs of these Capital Improvements will be passed through to the Authority as an operating expense on
an annual basis;

®m The Authority has already realized some of these increased costs from RWSA, and has deployed rate
stabilization reserves, and other cash reserves, in the FY 2025 and FY 2026 Budget to mitigate the impact
on customers’ rates;

®m However, the RWSA estimated charges are projected to increase significantly over the next 10 years; and,

® The use of reserves to stabilize rates may not be prudent or feasible in the long run since RWSA's total
charge to the Authority is expected to increase by more than 66% over the next five years and 96% over the
next ten years.

DAVENPORT & COMPANY

July 17, 2025 Comprehensive Financial Review and Plan of Finance
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Pro-Forma Model Service Authérity
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m To assist the Authority with planning for the increased costs from RWSA, as well as the Authority’s own CIP,
Davenport has developed a pro-forma model of the Authority’s finances;

® This pro-forma model has been developed the following assumptions - most of which are designed to be
intentionally conservative:

— 3.0% increases to local (i.e., non-RWSA) operating expenditures;

— 450 new system connections per year beginning in FY 2027, which is roughly the 5 and 10 year
averages, respectively (the Authority currently projects 627 for FY 2026);

— 30-year borrowing term® and a 5.00% interest rate for all projected borrowings; and,

— Annual interest earnings of $1 million (approximately half the Authority’s projected interest earnings
for the FY 2026 Budget).

DaveEnPORT & COMPANY (1) 30-vear borrowing term may include principal structuring
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i Service Authérity
Contributions Sy

Projected YoY Cost Increases from RWSA
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Budget
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Projected Costs from RWSA

2026 2027 2028 2029 2030 2031 2032
Budget Projected Projected Projected Projected Projected Projected
Purchase of Water/Wastewater $ 29,090,500 $ 33,782,792 $ 38,523,505 $ 43,549,534 $ 48,557,323 $ 49,929,920 $ 51,157,250
Debt Service Contribution 8,863,000 10,292,600 11,736,953 13,268,233 14,793,955 15,212,144 15,586,075
Total $37,953,500 $44,075,392 $50,260,457 $56,817,767 $63,351,278 $65,142,064 $66,743,325
YoY (%) Increase 21% 16% 14% 13% 11% 3% 2%

Note: Projected YoY increase in costs from RWSA sourced from the RWSA adopted budget and the February
2025 RWSA Board Meeting Minutes. Please note that the Authority allocates the total costs across
water/wastewater purchase and debt service contributions differently from RWSA. Future projections from

the Authority are based on FY 2026 budgeted values grown at the total RWSA growth rate.

DavenrorT & COMPANY
July 17, 2025 Comprehensive Financial Review and Plan of Finance
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Meeting Current Policies by FY 2032 iﬁgmfgg‘\“*h;"f)’

Budget Projected Projected Projected Projected Projected Projected
2026 2027 2028 2029 2030 2031 2032
Operating Revenues
Total Volume Charges $ 40,700,000 $ 49,348,750 $ 56,504,319 $ 64,697,445 $ 73,108,113 $ 76,763,518 $ 80,601,694
Total Service Charges 4,160,000 5,044,000 5,775,380 6,612,810 7,472,475 7,846,099 8,238,404
Total Operating Revenues $ 44,860,000 $ 54,392,750 $ 62,279,699 $ 71,310,255 $ 80,580,588 $ 84,609,618 | $ 88,840,099
YoY Increase 10.77% 21.25% 14.50% 14.50% 13.00% 5.00% 5.00%
Operating Expenses
Purchase of Water/Wastewater $ 29,090,500 $ 33,782,792 $ 38,523,505 $ 43,549,534 $ 48,557,323 $ 49,929,920 | $ 51,157,250
Other Operating Expenses 15,760,300 16,233,109 16,720,102 17,221,705 17,738,356 18,270,507 18,818,622
Total Operating Expenses $ 44,850,800 $ 50,015,901 $ 55,243,607 $ 60,771,239 $ 66,295,679 $ 68,200,427 | $ 69,975,873
YoY Increase 12.86% 11.52% 10.45% 10.01% 9.09% 2.87% 2.60%
Net Revenue Excluding Depreciation and Amortization $ 9,200 $ 4,376,849 $ 7,036,092 $ 10,539,016 $ 14,284,909 $ 16,409,190 $ 18,864,226
Non-Operating Revenues (Expenses)
System Connection Charges $ 9,400,000 $ 6,952,500 $ 7,161,075 $ 7,375,907 $ 7,597,184 $ 7,825,100 $ 8,059,853
Interest Income 2,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Other Non-Operating Revenues 742,000 742,000 742,000 742,000 742,000 742,000 742,000
Capital Outlay
Repair Renewal & Rehabilitation Reserves (388,000) (399,640) (411,629) (423,978) (436,697) (449,798) (463,292)
Planned Equipment Replacement (1,131,000) (1,164,930) (1,199,878) (1,235,874) (1,272,950) (1,311,139) (1,350,473)
Capital Equipment Acquisition (206,200) (212,386) (218,758) (225,320) (232,080) (239,042) (246,214)
Debt Service Contributions to RWSA - Water/WW (8,863,000) (10,292,600) (11,736,953) (13,268,233) (14,793,955) (15,212,144) (15,586,075)
Total Non-Operating Revenues (Expenses) $ 1,553,800 $ (3,375,056) $ (4,664,142) $ (6,035,498) $ (7,396,499) $ (7,645,024} $ (7,844,201)
Net Revenue Including Non-Operating Rev/Exp $ 1,563,000 $ 1,001,793 $ 2,371,949 $ 4,503,518 $ 6,888,410 $ 8,764,166 | $ 11,020,025
Local Capital Projects Sources & (Uses)
Capital Projects Spend $ - $ - $ - $ - $ - $ - $ -
Debt Issued for Capital Projects - - - - - - -
Net Addition to /(Use of) Reserves for Capital $ - $ - $ - $ - $ - $ - $ -
Existing Debt Service $ 577,000 $ 578,388 $ 574,300 $ 574,059 $ 577,409 $ 574,350 § $ -
Potential Future Debt Service - - - - - - -
Total Debt Service $ 577,000 $ 578,388 $ 574,300 $ 574,059 $ 577,409 $ 574,350 | $ =
Addition (Use) of Fund Balance/Reserves $ 986,000 $ 423,406 $ 1,797,649 $ 3,929,458 $ 6,311,001 $ 8,189,816 | $ 11,020,025
Beginning of Year Cash Balance $ 53,000,000 $ 53,986,000 $ 54,409,406 $ 56,207,055 $ 60,136,513 $ 66,447,514 $ 74,637,331
Ending Bond Proceeds Cash Balance - - - - - - -
Ending Non-Bond Proceeds Cash Balance 53,986,000 54,409,406 56,207,055 60,136,513 66,447,514 74,637,331 85,657,356
End of Year Total Cash Balance $ 53,986,000 $ 54,409,406 $ 56,207,055 $ 60,136,513 $ 66,447,514 $ 74,637,331 )% 85,657,356
Key Financial Metrics
Days Cash on Hand 363 326 304 294 297 324 365
0&M Days Cash on Hand Policy 270 270 270 270 270 270 270
Debt Service Coverage Including Connection Charges 2.71x 1.73x 4,13x 7.85x 11.93x 15.26x
Policy 1.70x 1.70x 1.70x 1.70x 1.70x 1.70x 1.70x
Debt Service Coverage Excluding Connection Charges 0.00x 0.00x 0.00x 0.00x 0.00x 1.64x
Policy 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x

DAVENPORT & COMPANY
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® The Authority’s total annual payments to RWSA, both in the form of Purchased Water and Contributions for
Debt Service, are expected to increase by a total of ~66% over the next five years.

® |n order to fund these increased costs, while complying with its financial Policies by FY 2032, the Authority
could need to significantly increase its operating revenues over the five fiscal years.

® The increase in operating revenues could be sourced from both user rate increases as well as system
connection charges.

® This analysis is prior to the incorporation of any of the Authority’s adopted Capital Improvement Program.

DAVENPORT & COMPANY

July 17, 2025 Comprehensive Financial Review and Plan of Finance
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Capital Funding Needs

Albemarle County Service Authority, Virginia

DAVENPORT & COMPANY
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Service Authérity
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10-Year Local System Capital Improvement Program
2026 2027 2028 2029 2030 Total
Water $ 7,967,500 $ 7,400,000 $ 10,935,000 $ 12,920,000 $ 8,550,000 $ 47,772,500
Sewer 1,925,000 10,350,000 8,800,000 4,330,000 5,225,000 30,630,000
Non-Utility and Facility 8,585,000 1,100,000 150,000 100,000 100,000 10,035,000
Unfunded Prior-Year(s) CIP 10,900,000 - - 10,900,000
Total $ 29,377,500 $ 18,850,000 $19,885,000 $17,350,000 $13,875,000 $ 99,337,500
2031 2032 2033 2034 2035 Total
Water $ 5900000 $ 7,450,000 $ 9,450,000 $ 10,575,000 $ 5,500,000 $ 38,875,000
Sewer 9,110,000 6,500,000 3,100,000 600,000 4,900,000 24,210,000
Non-Utility and Facility 100,000 100,000 100,000 100,000 100,000 500,000
Total $ 15,110,000 $ 14,050,000 $12,650,000 $11,275,000 $10,500,000 $ 63,585,000

10-Year Total

$ 162,922,500

Over the first five years of the Authority’s ten-year CIP, the Authority is contemplating
approximately $99 million in capital projects. Note: a portion ($10.9 million) of the Avon
Operations Center Project was appropriated for in the FY 2025 CIP, but has yet to be funded.

Source: ACSA Staff. Davenport consolidated projects into categories defined above.

DAVENPORT & COMPANY
July 17, 2025

Comprehensive Financial Review and Plan of Finance
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® On top of the impact of RWSA's Capital Improvement Plan, Davenport has also evaluated funding
options/strategies for the Authority’s entire five-year CIP.

m The Authority’s CIP totals approximately $99 million over the next five years.

— Note: a portion ($10.9 million) of the Avon Operations Center Project was appropriated for in the FY
2025 CIP, but has yet to be funded.

® |n order to effectively fund the CIP, while maintaining compliance with industry best practices, the Authority
will likely need to incorporate a mix of both debt and cash funding.

m Additionally, while the CIP totals approximately $99 million, due to construction timelines, permitting/design,
and a myriad of other factors, the Authority will likely not spend the full $99 million within 5 years.

— Therefore, Davenport has worked with Authority Staff to develop and incorporate a realistic capital
“spending plan” that incorporates construction timelines and other factors.

® On the following page, Davenport has outlined a preliminary funding strategy for the Authority that will allow
the Authority to fund its CIP while also meeting its stated financial policies (by FY 2030).

DAVENPORT & COMPANY
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m To effectively fund the Authority’s planned capital expenditures, the Authority could secure three debt
financings over the next seven years.

m The first of these debt financings would be approximately $29 million secured in FY 2026, and would fund
the first two years of the Authority’s anticipated expenditures related to the CIP.

m |n FY 2028, the Authority would secure a second financing for approximately $28 million to fund capital
expenditures in FY 2028 - FY 20209.

m Finally, in FY 2030, the Authority would secure a third financing totaling approximately $22 million to fund
capital expenditures in FY 2030 - FY 2032.

m Qur rationale for this strategy is as follows:
1) The RWSA fee increases are primarily front-loaded, with the largest increase coming in FY 2026;

2) By utilizing debt to fund the capital projects, in place of cash, the Authority may be able to deploy
some of its reserves and annual connection fee revenue to mitigate the impact of the RWSA fee
increases; and

3) Infuture years, as the RWSA fee increases moderate, the Authority could begin utilizing more cash to
fund its capital projects.

DAVENPORT & COMPANY
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Meeting Current Policies by FY 2032 iﬁgmfgg‘\“*h;"f)’

Budget Projected Projected Projected Projected Projected Projected
2026 2027 2028 2029 2030 2031 2032
Operating Revenues
Total Volume Charges $ 40,700,000 $ 51,689,000 $ 59,183,905 $ 67,765,571 $ 76,575,095 $ 80,403,850 | $ 84,424,043
Total Service Charges 4,160,000 5,283,200 6,049,264 6,926,407 7,826,840 8,218,182 8,629,091
Total Operating Revenues $ 44,860,000 $ 56,972,200 $ 65,233,169 $ 74,691,979 $ 84,401,936 $ 88,622,032 % 93,053,134
YoY Increase 10.77% 27.00% 14.50% 14.50% 13.00% 5.00% 5.00%
Operating Expenses
Purchase of Water/Wastewater $ 29,090,500 $ 33,782,792 $ 38,523,505 $ 43,549,534 $ 48,557,323 $ 49,929,920 | $ 51,157,250
Other Operating Expenses 15,760,300 16,233,109 16,720,102 17,221,705 17,738,356 18,270,507 18,818,622
Total Operating Expenses $ 44,850,800 $ 50,015,901 $ 55,243,607 $ 60,771,239 $ 66,295,679 $ 68,200,427 | $ 69,975,873
YoY Increase 12.86% 11.52% 10.45% 10.01% 9.09% 2.87% 2.60%
Net Revenue Excluding Depreciation and Amortization $ 9,200 $ 6,956,299 $ 9,989,562 $ 13,920,739 $ 18,106,256 $ 20,421,605 $ 23,077,261
Non-Operating Revenues (Expenses)
System Connection Charges $ 9,400,000 $ 6,952,500 $ 7,161,075 $ 7,375,907 $ 7,597,184 $ 7,825,100 $ 8,059,853
Interest Income 2,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Other Non-Operating Revenues 742,000 742,000 742,000 742,000 742,000 742,000 742,000
Capital Outlay
Repair Renewal & Rehabilitation Reserves (388,000) (399,640) (411,629) (423,978) (436,697) (449,798) (463,292)
Planned Equipment Replacement (1,131,000) (1,164,930) (1,199,878) (1,235,874) (1,272,950) (1,311,139) (1,350,473)
Capital Equipment Acquisition (206,200) (212,386) (218,758) (225,320) (232,080) (239,042) (246,214)
Debt Service Contributions to RWSA - Water/WW (8,863,000) (10,292,600) (11,736,953) (13,268,233) (14,793,955) (15,212,144) (15,586,075)
Total Non-Operating Revenues (Expenses) $ 1,553,800 $ (3,375,056) $ (4,664,142) $ (6,035,498) $ (7,396,499) $ (7,645,024} $ (7,844,201)
Net Revenue Including Non-Operating Rev/Exp $ 1,563,000 $ 3,681,243 $ 5,325,420 $ 7,885,241 $ 10,709,758 $ 12,776,581 | $ 15,233,061
Local Capital Projects Sources & (Uses)
Capital Projects Spend $ (11,017,500) $ (20,200,000) $ (20,235,000) $ (18,200,000) $ (7,600,000) $ (7,600,000)f $ (7,600,000)
Debt Issued for Capital Projects 29,000,000 > 38,000,000 = 22,000,000 - -
Net Addition to /(Use of) Reserves for Capital $ 17,982,500 $ (20,200,000) $ 17,765,000 $ (18,200,000) $ 14,400,000 $ (7,600,000)} $ (7,600,000)
Existing Debt Service $ 577,000 $ 578,388 $ 574,300 $ 574,059 $ 577,409 $ 574,350 § $ -
Potential Future Debt Service - 1,479,000 1,479,000 4,506,878 4,506,878 5,966,632 5,966,632
Total Debt Service $ 577,000 $ 2,057,388 $ 2,053,300 $ 5,080,937 $ 5,084,287 $ 6,540,982|% 5,966,632
Addition (Use) of Fund Balance/Reserves $ 18,968,500 $ (18,676,144) $ 21,037,120 $ (15,395,696) $ 20,025,470 $ (1,364,401)} $ 1,666,428
Beginning of Year Cash Balance $ 53,000,000 $ 71,968,500 $ 53,292,356 $ 74,329,475 $ 58,933,779 $ 78,959,249 | $ 77,594,848
Ending Bond Proceeds Cash Balance 17,982,500 - 17,765,000 - 14,400,000 6,800,000 -
Ending Non-Bond Proceeds Cash Balance 53,986,000 53,292,356 56,564,475 58,933,779 64,559,249 70,794,848 79,261,277
End of Year Total Cash Balance $ 71,968,500 $ 53,292,356 $ 74,329,475 $ 58,933,779 $ 78,959,249 $ 77,594,848 | % 79,261,277
Key Financial Metrics
Days Cash on Hand 363 312 299 272 273 287 316
0&M Days Cash on Hand Policy 270 270 270 270 270 270 270
Debt Service Coverage Including Connection Charges 2.71x 1.74x 2.59x 1.55x 2.11x 1.95x 2.55x
Policy 1.70x 1.70x 1.70x 1.70x 1.70x 1.70x 1.70x
Debt Service Coverage Excluding Connection Charges 0.00x 0.00x 0.00x 0.10x 0.61x 0.76x 1.20x
Policy 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x 1.20x

DAVENPORT & COMPANY
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Comparison of Required Revenue Increases Service Authérity
Meeting Current Policies by FY 2032 S Senming

Required Increases to Operating Revenues
Funding Authority

RWSA Increases

onl CIP & RWSA Difference
y Increases
2026 Budget 10.77% 10.77% 0.00%
2027 21.25% 27.00% 5.75%
2028 14.50% 14.50% 0.00%
2029 14.50% 14.50% 0.00%
2030 13.00% 13.00% 0.00%

DAVENPORT & COMPANY

July 17, 2025 Comprehensive Financial Review and Plan of Finance
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Moody's Debt Service Coverage Criteria
Very Strong Strong Moderate

Aaa (Aa) (A)
Debt Service Coverage > 2.00x 2.00x 1.70x 1.70x 1.25x 1.25x 1.00x 1.00x 0.70x < 0.70x

Standard and Poor's Debt Service Coverage Criteria
i 0)

~AAA

Initial Assessment

Debt Service Coverage > 1.60x 1.60x 1.40x 1.40x 1.20x 1.20x 1.10x 1.10x 1.00x 1.00x

Current Projected
(FY 2024) FY 2032

(1) Assumes 1% Rate Increase translates to a 1% Revenue Increase.

DAvVvENPORT & COMPANY
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Peer Comparison
Debt Service Coverage

Albemarle County 164
Service Authérity
Serving#Conserving < ——" > >

ACSA
ACSA - FY 2032 (Incl. Conn. Fees)
ACSA - FY 2032 (Excl. Conn. Fees)

National Aaa Median
National Aa Median
National A Median

Virginia Aaa Median
Virginia Aal Median
Virginia Aa2 Median

Chesterfield (Aaa)

Fairfax County Sewer (Aaa)
Fairfax Water (Aaa)
Henrico (Aaa)

Loudoun Water (Aaa)
Prince William CSA (Aaa)

Hampton Roads SD (Aal)
James City SA (Aal)
Newport News Water (Aal)
Spotslvania (Aal)
Richmond (Aal)

UOSA (Aal)

Virginia Beach (Aal)

Norfolk Water (Aa2)
Rivanna (Aa2)

Debt Service Coverage (x)

o
-
[y
W
I
o
(9)]
-~
co

9 10

Note: Axis truncated at 10x coverage.
ACSA 2024 coverage excludes cash capital contributions.
Source: Most recently available MFRA Data and ACSA ACFR.

DAVENPORT & COMPANY
July 17, 2025
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Projected Impact on Key Credit Rating Metrics

Very Strong

Albemarle County 165
Service Authérity
>

Serving é Conserving

Moody's Days Cash on Hand Criteria
Strong Moderate Very Poor

(B & Below)

Days Cash on Hand

Initial Assessment

Standard and Poor's Liquidity Assessment Criteria

Days Cash on Hand

Available Reserves
(in $MM)

DAvVvENPORT & COMPANY

> 150 150 90 90 60 60 30 30 15 <15
> $75 75 20 20 5 5 1 1 0.5 <0.5
Current Projected
(FY 2024) FY 2032
July 17, 2025 Comprehensive Financial Review and Plan of Finance 44
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Days Cash on Hand iﬁgm‘\“*h‘r“)’

Days Cash on Hand

ACSA
ACSA - FY 2032

National Aaa Median
National Aa Median
National A Median

Virginia Aaa Median
Virginia Aal Median
Virginia Aa2 Median

Chesterfield (Aaa)

Fairfax County Sewer (Aaa)
Fairfax Water (Aaa)
Henrico (Aaa)

Loudoun Water (Aaa)
Prince William CSA (Aaa)

Hampton Roads SD (Aal)
James City SA (Aal)
Newport News Water (Aal)
Spotslvania (Aal)
Richmond (Aal)
UOSA (Aal)
Virginia Beach (Aal)

Norfolk Water (Aa2)
Rivanna (Aa2)

o

250

)]
o
o

750 1,000 1,250 1,500

Source: Most recently available MFRA Data and ACSA ACFR.
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® |n order to fund both the increases from RWSA and its own FY 2026 - FY 2030 CIP substantial revenue
increases will be necessary along with projected future system connection charges.

— The majority of the initial revenue increases relate to the RWSA increases for the purchase of water
and wastewater services, as well as the debt service contribution to their capital projects.

® The plan of finance incorporates a mix of debt and cash funding that enables the Authority to be in
compliance with the suggested updated debt policies, which keeps both cash levels and debt coverage
within favorable key credit rating metrics.

— Debt Service Coverage and Days Cash on Hand are likely to reach levels below highly rated Water &
Sewer Authorities; however, they would remain favorable from a credit rating methodology
standpoint.

® Finally, if System Connection Fee Charges (i.e., fees from new connections) increase from the projections
herein, the Authority may be able to increase the amount of cash funding for its capital projects and reduce
future debt borrowings.

DAVENPORT & COMPANY
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Appendix A — RWSA Projected Charges

Albemarle County Service Authority, Virginia
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RWSA Projected Charges to Albemarle County Service Authority

Fiscal Year 2026 2027 2028 2029 2030
Ubran Water
Operating Rate per kGAL $ 3.668 $ 4,108 $ 4519 $ 4971 $ 5.468
Debt Service Charge per month 853,004 1,040,815 1,228,861 1,416,274 1,572,290
Revenue Requirements
Operating Rate Revenue $ 6,480,700 $ 7,258,384 $ 7,984,222 $ 8,782,645 $ 9,660,909
Debt Service Revenue 10,236,048 12,489,780 14,746,332 16,995,288 18,867,480
Total Urban Water Requirements $ 16,716,748 $ 19,748,164 $ 22,730,554 $ 25,777,933 $ 28,528,389
Ubran Wastewater
Operating Rate per kGAL $ 3.753 % 4203 $ 4624 $ 5.086 $ 5.595
Debt Service Charge per month 531,329 576,016 620,126 664,236 708,346
Revenue Requirements
Operating Rate Revenue $ 6,871,900 $ 7,696,528 $ 8,466,181 $ 9,312,799 $ 10,244,079
Debt Service Revenue 6,375,948 6,912,192 7,441,512 7,970,832 8,500,152
Total Urban Wastewater Requirements $ 13,247,848 $ 14,608,720 $ 15,907,693 $ 17,283,631 $ 18,744,231
Non-Urban Rate Centers
Operating Rate Revenues $ 3,603,900 $ 4,036,368 $ 4,440,005 $ 4,884,005 $ 5,372,406
Debt Service Revenues 3,608,500 4,361,040 5,113,580 5,866,120 6,618,660
Total Non-Urban Rate Centers Requirement $ 7,212,400 $ 8,397,408 $ 9,553,585 $ 10,750,125 $ 11,991,066
Total all Rate Centers
Operating Rate Revenue 16,956,500 18,991,280 20,890,408 22,979,449 25,277,394
Debt Service Revenues 20,220,496 23,763,012 27,301,424 30,832,240 33,986,292
Total ACSA All Revenues $37,176,996 $ 42,754,292 $ 48,191,832 $53,811,689 $59,263,686
10-Year CIP Debt Service - 419,346 1,040,329 1,843,623 2,791,466
Total Estimated Charge $ 37,176,996 $ 43,173,638 $ 49,232,161 $ 55,655,312 $ 62,055,152
YoY % Change 20.83% 16.13% 14.03% 13.05% 11.50%
Increase Since FY 2026 16.13% 32.43% 49.70% 66.92%

Increases in charges beyond 2030 are projected to be in the range of 2.8 - 4.3 % annually

DAVENPORT & COMPANY

Source: RWSA projections provided to Davenport by ACSA Staff.
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Richmond — Headquarters

One James Center

901 East Cary Street,
Suite 1100,

Richmond, Virginia 23219

Telephone:
(804) 780-2000

Toll-Free:
(800) 846-6666

E-Mail:
info@investdavenport.com

DAVENPORT & COMPANY

A.J. Allen

Associate Vice President

(804) 780-2196

ajallen@investdavenport.com

Courtney E. Rogers

Senior Vice President

(804) 697-2902

crogers@investdavenport.com

Stephen Geisz

Vice President

(804) 697-2986

sgeisz@investdavenport.com
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The U.S. Securities and Exchange Commission (the “SEC”) has clarified that a broker, dealer or municipal securities dealer engaging in municipal advisory activities outside the scope of
underwriting a particular issuance of municipal securities should be subject to municipal advisor registration. Davenport & Company LLC (“Davenport”) has registered as a municipal
advisor with the SEC. As a registered municipal advisor Davenport may provide advice to a municipal entity or obligated person. An obligated person is an entity other than a municipal
entity, such as a not for profit corporation, that has commenced an application or negotiation with an entity to issue municipal securities on its behalf and for which it will provide support. If
and when an issuer engages Davenport to provide financial advisory or consultant services with respect to the issuance of municipal securities, Davenport is obligated to evidence such a
financial advisory relationship with a written agreement.

When acting as a registered municipal advisor Davenport is a fiduciary required by federal law to act in the best interest of a municipal entity without regard to its own financial or other
interests. Davenport is not a fiduciary when it acts as a registered investment advisor, when advising an obligated person, or when acting as an underwriter, though it is required to deal
fairly with such persons,

This material was prepared by public finance, or other non-research personnel of Davenport. This material was not produced by a research analyst, although it may refer to a Davenport
research analyst or research report. Unless otherwise indicated, these views (if any) are the author’s and may differ from those of the Davenport fixed income or research department or
others in the firm. Davenport may perform or seek to perform financial advisory services for the issuers of the securities and instruments mentioned herein.

This material has been prepared for information purposes only and is not a solicitation of any offer to buy or sell any security/instrument or to participate in any trading strategy. Any such
offer would be made only after a prospective participant had completed its own independent investigation of the securities, instruments or transactions and received all information it
required to make its own investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument. That information would
contain material information not contained herein and to which prospective participants are referred. This material is based on public information as of the specified date, and may be
stale thereafter. We have no obligation to tell you when information herein may change. We make no representation or warranty with respect to the completeness of this material.
Davenport has no obligation to continue to publish information on the securities/instruments mentioned herein. Recipients are required to comply with any legal or contractual restrictions
on their purchase, holding, sale, exercise of rights or performance of obligations under any securities/instruments transaction.

The securities/instruments discussed in this material may not be suitable for all investors or issuers. Recipients should seek independent financial advice prior to making any investment
decision based on this material. This material does not provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice. Prior to entering into any proposed
transaction, recipients should determine, in consultation with their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax,
regulatory and accounting characteristics and consequences, of the transaction. You should consider this material as only a single factor in making an investment decision.

The value of and income from investments and the cost of borrowing may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates,
securities/instruments prices, market indexes, operational or financial conditions or companies or other factors. There may be time limitations on the exercise of options or other rights in
securities/instruments transactions. Past performance is not necessarily a guide to future performance and estimates of future performance are based on assumptions that may not be
realized. Actual events may differ from those assumed and changes to any assumptions may have a material impact on any projections or estimates. Other events not taken into account
may occur and may significantly affect the projections or estimates. Certain assumptions may have been made for modeling purposes or to simplify the presentation and/or calculation of
any projections or estimates, and Davenport does not represent that any such assumptions will reflect actual future events. Accordingly, there can be no assurance that estimated returns
or projections will be realized or that actual returns or performance results will not materially differ from those estimated herein. This material may not be sold or redistributed without the
prior written consent of Davenport.

Version 01/01/2025 AA/SG/CR
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ALBEMARLE COUNTY SERVICE AUTHORITY

AGENDA ITEM EXECUTIVE SUMMARY

AGENDA TITLE: Strategic Plan AGENDA DATE: July 17, 2025
Update
ACTION: No
STAFF CONTACT(S)/PREPARER:
Quin Lunsford, Executive Director ATTACHMENTS: Yes

BACKGROUND AND DISCUSSION: The Board approved at the March 2023
meeting a Strategic Plan with four themes: Data Optimization, Business Resilience,
Customer Experience and Employee Experience.

Attached is an update on the “status” in each of the theme areas. Several larger
projects are progressing, and some have been completed. The list below outlines
major accomplishments since the Strategic Plan update in September:

Data Optimization

e New workorder/inspections created for enhanced collaboration throughout
the ACSA

e Installation and deployment of redundant fiber internet connection at ACSA
Operations Center

e Hired a Utility Data Analyst to further leverage information in different systems
for monitoring, analysis, and decision-making

e SharePoint redesign and upgrade underway

e Database cleanup and editing to improve efficiency, reduce duplicate data
entry points, and improve data resiliency

e Created three GIS dashboards to enable timely, informed decision making

e Linked our on-premises and cloud GIS portals to improve data accessibility
for staff

e Creation of daily alerting system that reflects high/low pressure alarms for Ally
meters, strategically located in each pressure zone at critical elevations

Business Resilience
e Construction underway on the Avon Operations Center
e Continued working on an in-depth review of the Emergency Response Plan
and Risk and Resilience Assessment
EV charging infrastructure work underway
Security System Upgrades at ACSA Operations Center
Migration of servers to the cloud underway
Addition of hardware to our ArcGIS Enterprise network to improve resilience
Reorganization of IT office space due to staffing changes
Implemented a Data Sharing Policy regarding GIS data
Third EV purchased, awaiting delivery
Facility Condition Assessment underway at various water and wastewater
facilities
010101AgendaltemStrategicPlan23-27Update071725
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ALBEMARLE COUNTY SERVICE AUTHORITY

AGENDA ITEM EXECUTIVE SUMMARY

Customer Experience
e In-depth review, reorganization and adoption of the ACSA General
Construction Specifications. Collaborated with County/local development
community representatives to improve processes and realize efficiencies.
e Designed and deployed a modernized telephony solution
e Total redesign and deployment of an enhanced ACSA website
e Advertisement of an RFP for a modern CIS system, with contract
negotiations to follow this fall
¢ Rain Barrel Workshop/Riverfest/Fix-A-Leak Event held
e “Imagine a Day Without Water” art context held in the fall of 2024
Developed a “New Customer” packet/mailer outlining ACSA services to
those new to our area
Added a “Planned Outage Map” to our website
Improved CIP presentation on our website by utilizing ArcGIS StoryMaps
Updates to the ACSA’s toilet rebate program
Continued utilization of a communications consultant to share information
(newsletters, website, blogs, social media)

Employee Experience
¢ Implemented recommendations from the Classification and Compensation
study
e Personnel Management Plan updates to stand-by policy, hours of work, and
travel policy
Applicant Pro being utilized for job posting/applicant tracking
Post-Accident Testing Policy adopted
Quarterly supervisory training continues
Safety training (CPR/First Aid, Fire Extinguisher, Asbestos, Confined
Space, Underground Storage Tank, and Chain Saw)
e Expansion of the ACSA’s uniform program with the purchase of ACSA logo
polo shirts for Construction Inspectors

BOARD ACTION REQUESTED: None
ATTACHMENTS:

-Strategic Plan updates

010101AgendaltemStrategicPlan23-27Update071725
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Data Optimization Business Resilience Customer Experience Employee Experience
Conduct a comprehensive review of all Ensure the current and future Provide best-in-class service ensuring Retain and recruit a highly-skilled
data and their sources to ensure operations continue to function to the needs of our customers are workforce and provide employees with
proper access, classification, and serve our customers and meet exceeded. resources and opportunities for
utilization. environmental and climate action professional growth.
goals.
COMPREHENSIVE REVIEW OF SYSTEMS BUSINESS CONTINUITY PLANNING CUSTOMER EXPERIENCE VISION RECRUITMENT AND RETENTION
Conduct a thorough data mapping and Develop a Business Continuity plan to Perform a comprehensive analysis of Explore strategies to ensure that we are
analysis of all existing software and ensure the continual operations during services and interactions as experienced attracting highly qualified candidates and
integrations to determine opportunities for unplanned events. through the eyes of our customers. ensure our workforce remains motivated

improved efficiency. and satisfied.

DOCUMENT MANAGEMENT SYSTEM ENVIRONMENTAL SUSTAINABILITY CUSTOMER INFORMATION SYSTEMS (CIS) EMPLOYEE ENGAGEMENT OPPORTUNITIES
Perform classification of data to ensure Enhance environmentally friendly Develop a modern and integrated CIS Perform a comprehensive analysis of
proper management, and the practices and.poh(:les to reduce our platform that provides clear, concise current practices and create new
procurement and implementation of a new carbon footprint anq support global information to customers. opportunities to ensure the ACSA is a
Document Management System. efforts to combat climate change.

great place to work.

SYSTEM MONITORING AND REPORTING OPTIMIZATION OF RESOURCES CUSTOMER ENGAGEMENT OPPORTUNITIES TRAINING AND EDUCATION PROGRAM
Review, maintain, and secure the data Perform an audit of current space, assess Enhance customer outreach to include Review current learning opportunities to
that we collect and share with users staffing levels, and explore opportunities to community events, new customer ensure quality, cost-effective training that
through dashboards or other reporting leverage consulting services in support of orientations, and other important information increases employee and organizational
methods. staff. through a variety of communication tools.

productivity and enrichment.



THE ALBEMARLE COUNTY SERVICE AUTHORITY

STRATEGIC FIVE-YEAR PLAN

Data Optimization

Conduct a comprehensive review of all data and their sources to ensure

proper access, classification, and utilization.

COMPREHENSIVE REVIEW OF SYSTEMS

Conduct a thorough data mapping and
analysis of all existing software and
integrations to determine opportunities for
improved efficiency.

DOCUMENT MANAGEMENT SYSTEM

Perform classification of data to ensure
proper management, and the
procurement and implementation of a new
Document Management System.

SYSTEM MONITORING AND REPORTING

Review, maintain, and secure the data
that we collect and share with users
through dashboards or other reporting
methods.

STATUS

O

STATUS

STATUS

O

SUCCESS RESULT

+ All data collected is mapped.

Additional efficiencies are
identified and scheduled with
each software application.

SUCCESS RESULT

« Data is classified and properly

maintained, all documents are
digitized and stored in a secured
Document Management System.

SUCCESS RESULT

+ All data is properly managed and

secured and dashboards are
utilized across the organization.
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Provide best-in-class service ensuring the needs of our customers are

exceeded.
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* The customer experience vision is

defined and enhancements are
prioritized; follow-up on the CX
Project recommendations.

» Implementation of a CIS solution

that meets the needs of
customers through a stable,
streamlined, and integrated
platform.

* AMI Portal complete for customer

on-line usage information.

* Pertinent information is provided

to customers in their preferred
manner.
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STRATEGIC FIVE-YEAR PLAN

Employee Experience

8 Retain and recruit a highly-skilled workforce and provide employees
&8 | t |
with resources and opportunities for professional growth.

STATUS SUCCESS RESULT

* Implement recruitment and
retention strategies.

RECRUITMENT AND RETENTION
Explore strategies to ensure that we are
attracting highly qualified candidates and
ensure our workforce remains motivated and

O

satisfied.
EMPLOYEE ENGAGEMENT OPPORTUNITIES STATUS SUCCESSRESULT
i . » Implement employee engagement
Perform a comprehensive analysis of strategies.
current practices and create new
opportunities to ensure the ACSA is a
great place to work.
STATUS SUCCESS RESULT

TRAINING AND EDUCATION PROGRAM

3 Review current learning opportunities to
ensure quality, cost-effective training that
increases employee and organizational
productivity and enrichment.

+ Employees are properly trained
and have equal opportunities to
pursue advanced education and
training programs.

O
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MOTION: MEETING DATE: July 17, 2025

SECOND:

RESOLUTION

BE IT RESOLVED by the Board of Directors of the Albemarle County Service
Authority that the Board needs to enter into a second Executive Session to consider the
following matter:

1. Pursuantto Va. Code §2.2-3711 A (1) to discuss a personnel matter concerning
the Executive Director's Annual Performance Review.

VOTE:
AYES:
NAYS:

(For each nay vote, the substance of the departure from the requirements of the Act should
be described).

ABSENT DURING VOTE:

ABSENT DURING EXECUTIVE MEETING:

Quin Lunsford, Secretary-Treasurer
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MOTION: MEETING DATE: July 17, 2025

SECOND:

CERTIFICATION OF EXECUTIVE MEETING

WHEREAS, the Board of Directors of the Albemarle County Service Authority has
convened a second executive meeting on this date pursuant to an affirmative recorded vote
and in accordance with the provisions of The Virginia Freedom of Information Act; and

WHEREAS, §2.2-3711 A (1) of the Code of Virginia requires a certification by this
Board that such executive meeting was conducted in conformity with Virginia law;

NOW, THEREFORE, BE IT RESOLVED that the Board hereby certifies that, to the
best of each member's knowledge, (i) only public business matters lawfully exempted from
open meeting requirements by Virginia law were discussed in the executive meeting to
which this certification resolution applies, and (ii) only such public business matters as were
identified in the motion convening the executive meeting were heard, discussed or
considered by the Board.

VOTE:
AYES:
NAYS:

(For each nay vote, the substance of the departure from the requirements of the Act should
be described).

ABSENT DURING VOTE:

ABSENT DURING EXECUTIVE MEETING:

Quin Lunsford, Secretary-Treasurer
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