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e However, based on preliminary FY 2025-year end results, Town Staff have indicated the
Town may end up using about $1 Million of Unassigned General Fund Balance due to
unanticipated budgetary variances (VRS contributions and salaries).

FY 2026 Budgeted Revenue | General & Electric Funds

e In FY 2026, the Town budgeted a net use of about $760,000 of Unassigned General Fund
Balance to support the Electric Fund.

Unassigned Fund Balance Trends & Estimates | General Fund

e The FY 2025 projected use of Unassigned Fund Balance is due to an estimated year end
shortfall of approximately $1 Million.

e Additionally, in FY 2025, the General Fund advanced the Electric Fund approximately
$700,000 related to the Generator Project.

- Note: This amount is anticipated to be reimbursed to the General Fund with the
permanent financing of the Generator Project.

e InFY 2026, the Town’s combined General and Electric Fund Budgets are estimated to
use another approximate $760,000 of General Unassigned Fund Balance.

Unassigned Fund Balance | Comparatives — Dollars ($)

o The Town’s FY 2024 Unassigned Fund Balance level is slightly below that of its
comparable peers in terms of dollars ($).

o By FY 2026, the Town’s projected Unassigned Fund balance in terms of dollars ($) is
estimated to be half that of the peer group levels.

Unassigned Fund Balance | Comparatives — % of Revenues

e The Town’s FY 2024 Unassigned Fund Balance level is comparable to that of its peers as
a percentage (%) of revenues.

e By FY 2026, the Town’s projected Unassigned Fund balance as a percentage (%) of

revenues is estimated to be well below its comparable peers, but still above its 10%
policy.

Current Status of the Electric Fund
o Asof FY 2024, the Electric Fund did not have any outstanding debt.

¢ In July 2024, the Town initiated an approximate $16.3 Million Generator Project (the
“Project™) that is currently being constructed with the following funding sources:

- The Town anticipates receiving approximately $4.0 Million in grants,
- As aresult, the Town has an estimated long-term financing need of approximately

$12.3 Million. (Note: Approximately $2 Million will be used to repay a Tobacco
Commission Loan that will be used as interim financing).

e Current status of Project funding is as follows:

- The Town has borrowed approximately $9.6 Million of short-term interim financing;
and
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Revenue Assumptions

— Rate increases are solved to maintain a Debt Service Coverage of 1.0x.

— All estimated required revenue increases are assumed to fall solely on the Collections
line item (i.e., the Town’s per KWH rate).

— No revenues from Power Cost Adjustments in FY 2027 and beyond — except for
unforeseen circumstances such as extreme weather events.

— No transfers in from the General Fund in FY 2027 and beyond.
e Additionally, the Pro Forma assumes the following:

Expense Assumptions

— Operating Expenses (excluding Power Cost) are assumed to increase by 2.0% annually,
in FY 2027 and beyond.

— The Town’s expenses associated with Power Cost have been estimated by the Town’s
Electric Consultant, GDS (in concert with Quantum Power), and assume the Generator is
constructed in FY 2027.

— The Generator Project is funded with an approximate 20-year, $12.3 Million Long-
term financing in FY 2026, with interest only in FY 2027 and full principal and interest
beginning in FY 2028.

Electric Fund Pro Forma | Key Observations
e The Town’s Electric Fund incorporated a rate increase in the FY 2026 Budget.
— However, it was not sufficient to maintain self-sufficiency of the Electric Fund and

results in a net use of one-time General Fund Balance of approximately $760,000.

¢ The General Fund is supporting the Electric Fund to the tune of a net $760,000 transfer in
FY 2026.

e With or Without the Generator Project, the Town is facing a substantial rate increase in
FY 2027.

e The Generator Project is projected to result in lower cumulative Energy Cost rate
increases that are needed to maintain self-sufficiency for the Electric Fund through FY
2030 as follows:

— With the Generator approximately $67.48 per 1,000 KWH.

— Without the Generator approximately $69.77 per 1,000 KWH.

(Note: The above estimates are inclusive of the FY 2026 Budgeted Increases)
Electric Fund Pro Forma | Estimated Energy Cost Increases

Rate increases in FY 2027 are due to rate collections in the FY 2026 Budget not being sufficient
to cover budgeted expenses.

Next Steps | Permanent Financing of the Electric Generator Project

e Proceed with permanent financing of the Generator Project through VRA’s 2025 Fall
Pool.
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