DISCUSSION ITEM

ITEM NO. IQ.

DATE OF MEETING: February 18, 2014
REQUESTED BY: Michael G. Mack, Utilities Director

SHORT TITLE: Discussion of Proposed Non-Exclusive Public-Private Partnership Offering
by Pender Utility Partners, LLC. to the Rocky Point/Topsail Water & Sewer District,

BACKGROUND: At the request of Paul Clark and Pender Utility Partners, they would like to
have a discussion with the Board of Commissioners to gauge the County’s interest in developing
a Public-Private Partnership to focus on a long-term solution and options for sewer infrastructure
versus numerous independent wastewater collection and treatment systems throughout Pender
County. Their proposal and service area schematic are attached.
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Summary Qutline of Proposed Public-Private Partnership Offering by Pender
Utility Partners, LLC to The Rocky Point-Topsail Water and Sewer Distriet
Pender County, NC

It has long been recognized that The District has been underserved by sewer in the
Rocky Point, Hampstead and Topsail area, particulatly along the US Highway 17
corridor, In addition, pent up demand is currently resulting in the permitting and
installation of numerous independent wastewater collection and treatment systems
which neither reflect sound environmental policy nor offer the benefits of
centralized and government-owned facilities. Within the currently strained
economic conditions resulting fiom the national recession, it has proven infeasible
for the District to undertake this project within the neat future. Yet, all recognize
the incalculable benefit to Pender’s economic development, including the creation
of an unrestrained environment of infrastructure for ordetly residential and
commercial development and the creation of hundreds, if not thousands; of jobs,
and massive sales and property tax revenue growth. The eastern flank of Pender
County is in dire need of sewer infrastructure.

Several years ago, Pender County invested in the invention of a legal architecture
for a visionary opportunity to solve this problem through the partnering of Pender
County with private resources, to enable the development of a long-term solution
to the problem of sewer infrastructure. This framework exists today, and Pender
Utility Partners, LLC (PUP) is offering to become a long-term partner with the
county in this endeavor. PUP has been busy envisioning such a project which is
consistent with the predictions of a McKim and Creed study, which was prepared.
for the District and projected growth trends for Pender County. PUP believes the
study is accurate in its assessment of critical need, and is prepared to launch a
significant undertaking to address the projections of that study, The following
bullet points outline the proposal as it has been envisioned and financially
modeled:




The model is consistent with the legal structure of the prior création of
FCCA and MSA agreements, as approved by the Pender County Board of
Commissioners, with important improved benefits for the county.

There is no requirement for collecting any impact fees prior to beginning
construction. The project funds will be secured by PUP and deposited in a
capital escrow account as previously contemplated, and used to pay for the
construction of the system.

There is no requirement for the District to pay any interest-carry to PUP
during construction, or at any time.

The Phase I system will consist of a minimom of approximately nine miles
of force main on US 17, leading southward to the New Hanover County line,
northward to Sloop Point Road, and 5.4 miles westward along NC 210,

An expandable modular type wastewater treatment plant will be constructed
on property being purchased by PUP, with an initial capacity of 0.5 MGD. It
will produce beneficial reuse quality wastewater.

The entire system will be conveyed to the District as it is installed and
approved by all regulatory officials.

The engineer’s estimated budget is $17,000,000.00 for the development of
the Phase I system.

PUP will obtain, and hold in force thlougimut construction, a performance
bond equal to 120% of the budget construction cost.

The system will be designed to be expandable. The plan is to permit a
disposal system of 4.0 MGD to provide for relatively simple expansions
which will require only the permitting and installation of additional plant
modules, '

The force mains and lift stations will be sized according to futuie demand
predictions,

PUP will assume all duties of system operation and maintenance,

The County will grant, in exchange to PUP, a 50 year operations agreement,
with 20, 25, 30, 35, 40 and 45 year enterprise purchase options.

Imipact fees will be determined by current 27T rules and as set forth herein,
Each residential equivalent unit (REZU) fee will be $6,500.00, regardless of
actual number of bedrooms, with an allowance of 6,000 gallons per mionth.
The impact fee charge to commercial and industrial customets is $22.00 per
gallon. Commercial and industrial fees may include additional surcharges to
facilitate treating increased waste strengths. If actual normal flows to
commercial and indusirial users are in excess of those set forth in 2T or asg
stated by the customer, a revised and accordingly increased impact fee will




be charged to the customer once a record has been established. Pre-treatment
will be required for certain facilities (for instance grease traps at minimum),

e Monthly service charges will be initially set at $55.00 per REU, with $5.00
to be retained by the District as an administiative fee. Any usage above the
REU (6,000 gallons per month) will resuli in apm»mta additional charge per
customer. Future rate increases will be minimally set in accordance with the
ENR cost index. Any additional future increases in rates require review and
approval of the County.

o There will be a peaking factor of 1.2X in impact fees applied to all
commercial or otherwise seasonal industrial users.

The Land Development Component Disclosure (Hampstead Frontiers,
LILC)

In order to make this project attractive to engage large investors, a separate
LLC, as named above, is necessary to include a tract development inside the
district. A portion of these lands will be sold to PUP for the development of the
plant and disposal site, while the remaining lands are to be master-planned and
developed in accordance with Pender County Zoning and Subdivision
ordinances, The revenue generated through this endeavor will increase investor
profit margins and make the entire investment attractive, This land development
will also contribute significantly to the enlire County’s economic development
in the Rocky Point-Topsail area,
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