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Executive Summary



TO: Board of Directors

FROM: Scott N. Schroyer, Executive Director SA/S
DATE: April 14, 2026
TOPIC: Fiscal Year 2026-27 Draft Budget - Message

EXECUTIVE SUMMARY

The FY2026-27 Proposed Budget is balanced, maintains existing customer rates, and
strengthens SGWASA’s long-term financial position by funding 84% of annual depreciation and
supporting critical organizational and operational needs. Rising insurance costs, employee
benefit increases, and other operational pressures are managed through modest revenue
growth and a one-time use of $221,511 in operating fund balance.

To present a clearer view of operational performance, Bond Anticipation Note (BAN)-related
revenues and expenses have been removed from the operating budget. The BAN’s net impact of
$651,000 will be funded through designated Capital Improvement Project (CIP) resources, with
a formal amendment and CIP update planned for July 2026.

Looking ahead, SGWASA anticipates significant investment in PFAS advanced water treatment,
estimated at $25-530 million. While the Authority will pursue grants, SRF, USDA, and other
funding opportunities, a portion of the project will still require local funding. As a result, staff
expects to recommend measured, multi-year rate adjustments in future budget cycles to
support regulatory compliance and maintain long-term financial resiliency.

This budget reflects the Board'’s priorities of financial stewardship, service reliability,
transparency, and organizational readiness, and positions SGWASA for emerging regulatory
requirements and major long-term capital needs.

INTRODUCTION

Thank you for your continued support and guidance as SGWASA navigates a period of
increasing regulatory requirements, rising operating costs, and significant long-term
infrastructure needs. The FY2026—27 Proposed Budget responds to these challenges with a
disciplined, forward-looking approach that maintains rate stability, reinforces essential
operations, and advances the Board’s priorities for financial stewardship, organizational
performance, and customer service excellence.



FINANCIAL OVERVIEW

The FY2026-27 Draft Budget is balanced and supports SGWASA’s annual operating and debt
service obligations. Maintaining current rates is made possible using $221,511 in available
operating fund balance to cover the unfunded portion of asset depreciation. While asset
depreciation funding remains below the 95% target, the Authority continues to make progress
toward fully funding 100% of annual depreciation in the near future. A multi-year approach to
reaching this goal will be presented to the Board during upcoming budget cycles.

To avoid distorting SGWASA’s operating results, Bond Anticipation Note (BAN)-related
revenues and expenses were removed from the operating budget. The BAN’s net impact of
$651,000 will be paid from designated Capital Improvement Project funds, and a corresponding
budget amendment and Capital Improvement Project update will be brought to the Board in
July 2026.

ORGANIZATIONAL & STAFFING ADJUSTMENTS

To enhance operational efficiency and support SGWASA’s growing financial responsibilities, the
budget includes one new full-time Accountant | position. This addition allows the Customer
Service Supervisor to return full attention to customer-facing responsibilities while
strengthening SGWASA'’s financial controls and reporting. The position is fully supported within
existing revenues.

To improve departmental alignment and oversight, the FY2026—-27 Budget also establishes two
standalone departments: Finance and Public Information Officer (PIO). These changes enhance
accountability, transparency, and budget management by creating clearer operational
boundaries and improved reporting structure.

KEY REVENUE ELEMENTS

Revenues for FY2026—-27 continue the steady growth observed over the past several years. Key
revenue highlights include:

e Water revenue increase of $150,000

e Sewer revenue increase of $200,000

$2.28 million allocated for depreciation (84% of need)

Reduction of interest income by $200,000 based on updated projections

The only fee adjustments for FY2026-27 are:

e A S$5.00 increase to the minimum fee for late payment
e A S$25.00 increase to the nonpayment fee



KEY PAYROLL & BENEFIT ELEMENTS

The budget maintains competitive compensation and supports employee retention through:

Addition of one Accountant | position

A 2% increase to the Classification & Compensation Schedule

Up to a 4% merit increase based on performance evaluations

A mandated 0.75% increase in employer retirement contributions
Anticipated premium increases: 20% medical, 10% dental, 5% vision
Continued 4% employer match for 401(k) participants

Continued $500/month limit on employee medical out-of-pocket costs

OPERATING EXPENSES & CAPITAL OUTLAY

The budget reflects targeted cost adjustments to sustain efficient service delivery:

Areas with Decreased Costs:

Capital outlay
Repairs and maintenance

Traditional debt service

Software and technology costs

Insurance-Related Cost Increases:

13% increase in property and liability insurance
86% increase in workers compensation premiums

Equipment Investments:

$75,900 for replacement or procurement of operational equipment

BAN-Related Costs:

Interest expense: $1,176,000
Interest earnings: $525,000
Net impact: $651,000 (funded through CIP)

LOOKING AHEAD (3-5 YEAR OUTLOOK)

SGWASA faces several strategic priorities over the next five years:

Advancing CIP planning for:

o the future water treatment plant
o administrative facility relocation



e Preparing for evolving regulatory requirements

e Sustaining progress toward 100% depreciation funding

e Maintaining rate stability while addressing long-term capital pressures

e Continuing organizational strengthening through training, technology, and workforce
development

PFAS Compliance, Capital Funding, and Rate Planning

SGWASA's preliminary planning shows that the estimated $25-$30 million PFAS advanced treatment
facility will require a combination of grants, SRF loans, USDA financing, and local funding. While
external funding will reduce the overall burden, it will not eliminate the need for local contribution.

To maintain affordability and financial resiliency, staff anticipates recommending incremental rate
adjustments over multiple years as part of a structured rate-smoothing plan. This approach will allow
SGWASA to meet federal PFAS standards, manage long-term debt responsibly, and minimize
customer impacts by avoiding large one-time increases.

CONCLUSION

The FY2026-27 Proposed Budget reflects SGWASA'’s disciplined financial stewardship,
commitment to operational excellence, and readiness for the emerging regulatory and
infrastructure challenges that lie ahead. By balancing current operational needs with long-term
planning, this budget maintains rate stability today while supporting organizational
modernization, continued progress toward full depreciation funding, and the foundational work
required for upcoming major capital investments.

As SGWASA prepares for the federal PFAS treatment requirements and the anticipated $25-530
million advanced treatment facility, the coming years will require thoughtful financial planning,
pursuit of external funding, and a measured, multi-year rate strategy to ensure affordability and
resiliency. This year’s budget positions the Authority to enter that next phase with a strong
financial footing and clear direction.

Thank you for your continued leadership and partnership as we work to ensure the long-term
reliability, sustainability, and resilience of SGWASA’s water and wastewater systems.
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SGWASA

South Granville Water and Sewer Authority (SGWASA), North Carolina
Annual Budget Ordinance for Fiscal Year 2026-2027

BE IT ORDAINED by the Board Members of SGWASA, North Carolina

Section 1:
It is estimated that the following revenues will be available in the Water and Sewer Fund for the fiscal

period beginning July 1, 2026 and ending June 30, 2027.

In comparison to the approved FY 25-26 Budget, the FY 26-27 water sales and sewer use charges were
estimated using a revenue increase of $150,000 for water, a revenue increase of $200,000 for sewer,
and $75,900 for capital.

REVENUES:

Water Revenues $6,650,000

Wastewater Revenues $9,750,000

Non-billing revenue $614,500

Interest Income $650,000

Transfer from Fund Balance-Appropriate $221,511
Total revenues & other financing sources $17,886,011

The following amounts are hereby appropriated in the Water and Sewer Enterprise Fund for the fiscal
period beginning July 1, 2026 and ending June 30, 2027.

EXPENDITURES: Dept:
Administration 7110 $855,516
Finance 7112 $546,680
Human Resources 7114 $159,089
Public Information Officer 7116 $134,242
Engineering 7118 $520,563
Billing/Collections 7120 $511,874
Water Treatment Plant 7133 $2,376,701
Wastewater Treatment 7145 $2,827,420
Utilities
Meter Reading 7136 $175,772
Water Line Maintenance 7139 $1,095,048
Sewer Line Maintenance 7140 $1,109,227
Pump Stations/Towers 8000 $948,383



Depreciation/Board/Other 7200 $3,206,361

Projects & Studies 7300 $3,500
Debt Service 7500 $3,415,635

Total Expenditures $17,886,011
Section 2:

The grand totals of estimated revenues and other financing sources and expenditures and other
financing uses for all funds for the fiscal period beginning July 1, 2026 and ending June 30, 2027 are
shown below.

Grand Totals - All Funds:

Revenues $17,886,011
Expenditures $17,886,011
Section 3:

The Executive Director shall have the authority to reallocate appropriations between line items, except
for salary and benefits, within a department up to a maximum of $10,000. Such re-appropriations must
be recorded like other appropriations and reported quarterly at a Board of Directors meeting after the
funds are moved.

All transfers must be in accordance with the North Carolina General Statutes. The Executive Director
shall not have any authority to appropriate fund balance or to increase total appropriations.

The Finance Director shall establish and maintain all financial records, which are in accordance with
this Ordinance, and in accordance with appropriate state statutes of the State of North Carolina.

Upon introduction of the Ordinance by Board member

and seconded by Board member

this ordinance is adopted on this the th day of 2026.

Ayes:

Nays:

Kenneth McLamb, Board Chair

ATTEST:

Krystle Lee, Secretary



SGWASA

Revenue & Expense



SOUTH GRANVILLE WATER AND SEWER AUTHORITY
BUDGET 2026-2027

Projected Revenue $17,886,011

Transfer from Fund
Non-billing revenue Interest Income Balance-Appropriate

$614,500 $650,000 $221,511
3% 4% 1%

Non-billing revenue (fees)
Late Charges S 321,000
Nonpayment S 150,000

Tap fees S 100,000
Svc/Acct fees S 13,500
Cost share S 30,000
Total S 614,500




SOUTH GRANVILLE WATER AND SEWER AUTHORITY
BUDGET 2026-2027

Projected Expenses $17,886,011

Personnel & Benefits
$5,705,341
32%

Capital Improvement &
Depreciation
$2,985,900
17%
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SOUTH GRANVILLE WATER AND SEWER AUTHORITY

BUDGET 2026-2027

REPAIRS AND MAINTENANCE (IDENTIFIED)

7145 Wastewater Treatment Plant

ASCO Solenoid Valves (3)

Facility Roof Replacements and Repairs on (2) Bldgs
Generator Rehabilitation-Replace Radiator, Gaskets, Seals

8000 Pump & Lift Stations, Tanks
Southerbys Pump Station Rehabilitation
Dutchville Pump Station Rehabilitation

Grand Totals

Budget
Acct 3520

$5,000
$30,800
$77,000

$112,800

$31,955
$31,020

562,975

$175,775




SOUTH GRANVILLE WATER AND SEWER AUTHORI T°
BUDGET 2026-2027

CAPI TAL
Acct Acct

7118 E n.
Replace Projec:t $2,

52,500 S0
7120 Bil |l i
Receipt Printe s$1,

51,500 S0

7139 Waterl i

(2) Wanco Automated Flagger Assistance Devices

CAT Hammertr B6S Hydraulic Ha mmer w/Accessories
S0 $50, 700

7145 Wastewater Treat ment Pl ant
Lab Refrigerator Replacement
Video Surveillance System

s1, 200 s20, 000

Grand Totals $5,200

10
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SOUTH GRANVI LLE WATER AND SEWER AUTHORI T
PROPGOE HBPE DOQFL ERSAFTEEE S , AND CHARGES
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