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Background trceville

Virginia

® The Town of Purcellville, Virginia (the “Town”) maintains Water and Sewer Enterprise Funds.

® The Town has routinely engaged in Multi-Year Financial Planning for the Water and Sewer Enterprise and is assisted in this
effort by Davenport & Company LLC (“Davenport”) - in our capacity as Financial Advisor to the Town - and Stantec - in their
role as Utility Rate Consultant.

® The Town - along with Davenport and Stantec - last presented the Multi-Year Financial Plan for the Water and Sewer Funds
to the Town Council in early calendar year 2021.

® The Town is nearing adoption of the its FY2023 Operating and Capital Budget. The rate increases contemplated in the
FY2023 Budget are in-line with the plan that was presented roughly a year ago.

®m A primary goal of the Multi-Year Financial Planning is to ensure that the Water and Sewer Funds remain “self supporting”
meaning that they are not reliant on recurring financial support from the General Fund.

Another primary goal of the Multi-Year Financial Planning is to identify a strategy that minimizes the need for substantial year
to year user rate increases - to the extent possible.
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Selected Developments — Water & Sewer Funds Wil

Virginia

® |n early calendar year 2021 - the Town successfully refunded $8.5 million of outstanding Water and Sewer Enterprise Debt
allowing the Town to reduce the interest rate and free-cash for both the Water and Sewer Funds.

— In addition - the 2021 Refunding also allows the Town to prepay the loan at anytime without penalty - providing
considerable flexibility in managing the Water and Sewer debt profile.

® |n total, the Town currently has roughly $40.5 million of Water and Sewer Enterprise debt outstanding. A summary of the
outstanding amount and future payments are found on the following page.

®m The Town has been able to realize approximately $923,000 in one-time funding from the sale of Nutrient Credits in the
Water Fund.

— Davenport was asked to evaluate options for utilizing these monies. Initial options to this effect are contained herein.

® The Town has been heavily reliant on new connection related Availability Fees for years. Davenport understands that future
revenue from new connections is projected to be substantially less than recent history if not potentially zero in future years.

® |nflation is running at a 40 year high. This will pressure both the Operating and Capital budgets of the Town and specifically
the Water and Sewer Enterprise Funds.

Stantec and Davenport were asked to return to Town Council on May 24t with an update on the Multi-Year Financial Plan.
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Existing Utility Enterprise Debt W avitie

Virginia

Existing Sewer Fund Debt Service

Millions

Existing Utility Fund Debt Service (Water & Sewer)

FY Principal Interest Total 615
2023 $ 277,000 $ 1,097,200 $ 1,374,200
2024 334,000 1,065,235 1,399,235 $1.0
2025 1,735,352 1,048,971 2,784,323
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Nutrient Credit Funding Observations WA icvitle

Virginia

® The roughly $923,000 from the Nutrient Credits are a one-time funding source. As such -if they are to be spent - they
should be used in a way that recognizes the one-time nature of the monies.

® The Nutrient Credits were derived from the Water Fund and thus will be utilized in the Water Fund in order to adhere to
proper accounting and financial management principals.

® The Town has a variety of options to consider with respect to deploying the Nutrient Credit Funding including - but not limited
to - the following;:

1. Pay-down existing debt;

2. Setaside in a Capital Reserve fund to help offset the planned increases in existing debt service (note: the Town
successfully utilized this strategy as part of the Plan of Finance for the Town Hall in the FY2014 to FY2020 time period);

3. Use to help to maintain reserve levels in an environment where Availability Fee revenue is projected to decline rapidly;

4. Fund required Capital Projects in lieu of additional borrowing;

] Davenport recommends that before making any final determinations as to the use of these proceeds - the Town should
evaluate the status of the updated Multi-Year Financial Plan that will be presented on May 24.
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Sample #1: Nutrient Credit used for Debt Paydown Aricille

Virginia

® For illustrative purposes, the graph below depicts the impact of using $923,000 to pay down principal* on the Water Fund
portion of the 2021 Refunding Bonds (2.69% interest rate).

® While this provides some near term savings (roughly $25k per year for the next 10 years), the majority of the cash-flow
benefit would be realized in the next decade due to the likelihood that the monies would be applied to the back of the loan.

Primary cash-flow

benefit in years
2033 to 2038.
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mmmm Projected Debt Service After Pay Down - Aggregate Existing Utility Fund Debt Service

*Note: It is assumed the Town would pay down outstanding principal on the 2021A Bond in inverse order.
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Sample #2: Nutrient Credit in a Capital Reserve Fund WA ie

® For illustrative purposes, the graph below depicts the use of the $923,000 in a Capital Reserve Fund that is used over
multiple years (5 years in this sample) to help offset the increase in Utility Enterprise debt service beginning in FY2025

®m While this strategy may result in less total savings, the Town’s current rate payers would experience more of a benefit and

the Town would have the ability to incrementally spend-down the cash versus expending all of it at once in a debt paydown
2025 to 2029.
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Next Steps firddlille

Virginia

® Finalize with Stantec and Town Staff updated Multi-Year Financial Projections with a focus on:

— Estimated impact to the aggregate Utility Enterprise bill for a typical customer (i.e. Water + Sewer);

— Long-term financial sustainability of the Water & Sewer fund;

— Projected trends with respect to Availability Fees;

— Projected trends with respect to Cash & Reserve levels; and

— Projected Capital Funding needs and associated funding sources.

®m As part of the May 24 presentation - provide Town Council with additional detail / recommendations on dedication of the
Nutrient Credit monies as part of a holistic review of the Multi-Year Financial Plan.
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Municipal Advisor Disclaimer Dricihville

Virginia

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.
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