State Water Infrastructure Authority
Viable Utility Committee
August 13, 2021 Meeting
Agenda Item G — Reassessments using FY2019 Audit Data and Consideration of Designation

Division of Water Infrastructure Staff Report

Background

General Statute 159G-45 directs the State Water Infrastructure Authority (Authority) and
Local Government Commission (LGC) to utilize an assessment and review process to identify
distressed units, to develop evaluation criteria for grants from the Viable Utility Reserve
(VUR) and, in their discretion, impose specific performance measures or conditions on any
grant awarded from the VUR.

The assessment and review process has been implemented to identify distressed units.
There are Four Identification Criteria established by the Authority and LGC. Each criterion
will need to be considered in establishing an assessment frequency. The four Identification
Criteria are:

1. Under financial control of the LGC

2. Two consecutive years of missing annual audits
3. Assessment Criteria Score

4. Other information

Initial assessments of all applicable local government units (LGUs) were conducted using
FY2019 financial audit data submitted to the LGC as of December 1, 2020. Several LGUs had
not submitted their FY2019 financial audit data by that date: Town of Black Creek; Town of
Chimney Rock; City of Goldsboro; Town of Jackson; Town of Lucama; Town of Magnolia; and
Town of Newport.

The City of Goldsboro has requested staff to re-evaluate the City’s assessment score using
their FY2019 financial audit data, which was submitted after December 1, 2020. The City of
Goldsboro owns and operates both water and wastewater utilities and had an assessment
score of 6 points (in part due to missing FY2019 financial audit data), which was below the
distressed designation threshold. Using the FY2019 financial audit data, the City’s
assessment generated a score of nine points, which meets the distressed designation
threshold. Staff asked the City of Goldsboro whether they would want to be considered for
designation now, which provides consistency across LGUs by using their FY2019 financial
audit data, or wait for the next assessment cycle in April 2022 with other LGUs that are on
“Hold”. The City of Goldsboro plans to bring the topic to their September Council meeting
for a decision.
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The City of Goldsboro is leading the regional effort across LGUs in Wayne County working
together on AlAs, Rate and MRF studies. Allowing Goldsboro to consider designation is
consistent with the Division’s treatment of other LGUs that raised questions on these initial
assessment values, giving them the option of requesting consideration for designation or
waiting for the next assessment cycle in April 2022.

In reviewing the status of other LGUs, only the Town of Magnolia had also submitted their
FY2019 financial audit data. They also own and operate both water and wastewater utilities
with an assessment score of 6 points, and using the FY2019 financial audit data, their score
increased to 12 points, which is above the distressed designation threshold. Staff have not
contacted the Town of Magnolia to discuss the evaluation using the FY2019 financial audit
data.

Revised assessment score cards for the City of Goldsboro and the Town of Magnolia reflecting
data from their FY2019 financial audits are on pages 3 and 4. Division staff seek input from the
Viable Utilities Committee as to how to proceed with the revised scores from FY 2019 audit
data for the City of Goldsboro and Town of Magnolia.

Agenda Item G — August 13, 2021
State Water Infrastructure Authority Viable Utility Committee Meeting
Page | 2



Unit Assessment Criteria Scorecard
Unit Name: Goldsboro
Total Score: 9
Type of System (Water/Sewer): Both

A3 required by Session Law 2020-79 (5L 2020-78). The Local Government Commission (LEC) and State Water Infrastructure authority
[authority) have developed criteria to identify local governments that may be struggling to provide water and/or sswer s2rvices.
Azzessment criteria include parameters reguired by the statute, infrastructure and organizational issuss, and indicators of financial
strain. This score card shows the points your unit scored and the data values used to determine those points. The attached Unit
Scorecard Explanation provides additional information about each of the parameters that contribute to the score. Units providing
both water and sewer service and scoring 9 or more peints, or units providing only a single service and scoring B or more points are
considered at risk of being designated distressed under the new law.
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thit Assessment Criteria Scorecard
Unit Name: Magnolia
Total Score: 12 (Preliminary — subject to verification)
Type of System (Water/Sewer): Both

Az required by Session Law 2020-79 (5L 2020-79). The Local Government Commission (LGC) and State Water Infrastructure Authority
[authority) have developed criteria to identify local governments that may be struggling to provide water and/or sswer services.
Aszessment criteria include parameters required by the statute, infrastructure and organizational issues, and indicators of financial
strain. This score card shows the points your unit scored and the data values used to determine those points. The attached Unit
scorecard Explanation provides additional information about each of the parameters that contribute to the score. Units providing
both water and sewer service and scoring 9 or more peints, or units providing only & single service and scoring B or more points are
considered at risk of being designated distressed under the new law.
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