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Webinar | Ask the Expert - Advice on Capital Planning

This program is made possible under a 
cooperative agreement with EPA. 



About the Environmental Finance Center 
Network (EFCN)
The Environmental Finance Center Network (EFCN) is a university-based 
organization creating innovative solutions to the difficult how-to-pay issues 
of environmental protection and improvement. The EFCN works with the 
public and private sectors to promote sustainable environmental solutions 
while bolstering efforts to manage costs.

The Smart Management for Small Water 
Systems Program
This program is offered free of charge to all who are interested. The 
Program Team will conduct activities in every state, territory, and the Navajo 
Nation. All small drinking water systems are eligible to receive free training 
and technical assistance.

What We Offer
Individualized technical assistance, workshops, small group support, 
webinars, eLearning, online tools & resources, blogs 



The Small Systems Program Team
• Environmental Finance Center at The University of North Carolina at Chapel Hill

• Environmental Finance Center at Wichita State University

• EFC West 

• New England Environmental Finance Center at the University of Southern Maine 

• Southwest Environmental Finance Center at the University of New Mexico

• Syracuse University Environmental Finance Center

• Environmental Finance Center at the University of Maryland

• American Water Works Association (AWWA)



Areas of Expertise
Asset Management

Rate Setting and Fiscal Planning 

Leadership Through Decision-
making and Communication

Water Loss Reduction

Energy Management Planning

Accessing Infrastructure 
Financing Programs

Workforce Development 

Water Conservation Finance 
and Management

Collaborating with 
Other Water Systems 

Resiliency Planning

Managing Drought



You ask, we answer!

Glenn Barnes
(919) 962-2789

glennbarnes@sog.unc.edu

Shadi Eskaf
(919) 962-2785

eskaf@sog.unc.edu



How do you start capital planning?

Submitted Question



Hope for Divine Intervention



Two Related Concepts of 
Long Term System Planning: 

Asset Management 
& 

Capital Planning



What is the difference between 
capital planning and asset 
management? 

What is the danger of not doing 
this?

Submitted Questions



Five Core Components of AM

Current State of the Assets

Level of Service

Criticality

Life Cycle Costing

Long-Term Funding



• This is strongly related to asset 
management

• An official multi-year document that 
identifies and prioritizes capital projects, 
identifies funding sources, and sets 
timelines

Long Term Capital Planning



• Use Asset Management Plan to plan 
for capital expenses in the long term 
(~20 years)

Capital Improvement Program -
Timelines 



• Create a Capital Improvement Plan 
with a narrower timeline (~5 years) in 
more detail. Specify the projects and 
accurate estimates of cost. Plan where 
money will come from.

Capital Improvement Program -
Timelines 



• Create a Capital Improvement Budget
with an even narrower timeline (1 – 2 
years) committing funds for the planned 
capital projects. Get it 
approved/adopted.

Capital Improvement Program -
Timelines 



The Risk: Infrastructure Wears 
Out No Matter What



What is the best way to budget for 
capital planning? 

Submitted Question



Start with your C.I.P.
• Know how much you need to spend and when
• Break down expenses by debt versus cash 

reserves
• Plan to put into your budget a few years ahead 

of time to save up over time

• Alternative for those that do not have a CIP or 
assessment of capital costs going forward: 
fund your depreciation at least



https://www.youtube.com/watch?v
=d8A7MJXFV1U



Wells cost millions of dollars. How 
do I raise rates for reserves to 
pay for capital, when expenses 
are also increasing?

Submitted Question



Capital Investments are Just 
the Tip of the Iceberg…

Source: Adapted from Steve Allbee, USEPA
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Source: Environmental Finance blog post available at http://efc.web.unc.edu/2012/09/26/using-an-index-to-help-project-capital-costs-into-the-future/



Where can I find information on 
replacement costs of assets?

Submitted Question



• Call a vendor.  Actually, call a few.

• Ask other systems

• Look at past expenses but adjust for 
increases in costs

Where Can You Find the Prices?



How much should a small water 
system set aside in reserves? 

Are there limits on cash reserves?

Submitted Questions



• It depends

• Enough to pay for your most expensive piece 
of equipment?

• Enough to cover your costs if you had no 
revenue for two months?

• Enough to cover the projects in your capital 
improvement plan?

How Much Do You Need In Your 
Reserves?



What are some best practices 
and typical funding sources for 
components of water/wastewater 
systems?

Submitted Question



• Pay as you go (current receipts)
• Save in advance and pay
• Pay later (someone loans you money)
• Grants (let someone else pay)

Ways To Pay



Plan to Pay tool



For Debt, Remember Expected 
Useful Life



EPA guide: Taking Stock of Your Water System
A Simple Asset Inventory for Very Small
Drinking Water Systems

Source: https://www.epa.gov/sites/production/files/2015-04/documents/epa816k03002.pdf



What are the best funding sources 
for small privately-owned systems?  

Which ones don’t require 
personally guaranteeing loans?

Submitted Questions



Navigating to Funding Tables
Step 1: efcnetwork.org
Step 2: Select “Funding Sources by State” under the Resources Tab



Click on an 
individual state 
to view funding 
table.



What types of demand forecasts 
do you recommend utilities use 
for capital planning purposes? 

Submitted Question



Water demand is decreasing for 
many utilities

Source: Environmental Finance blog post available at http://efc.web.unc.edu/2014/04/15/total-water-demand-on-the-decline/



Example: Seattle’s demand forecasts



Assess the following historic data

• Several years of annual or monthly records 
(keep records!)

• Total production: MGD, gpd
• Average production or sales: 

gallons/month/account, gpcd
• Max day demands, or focus on peak months
• Break down by customer class/sector



Short-term forecasting
• Linear projection of demand, or follow the 

appropriate trend line
• Weight the most recent years the highest
• Adjust average demands down if price is 

increasing 
• Adjust according to known interventions or 

changes (conservation measures, new 
customer, etc.) 

• Be conservative (assume low use) for financial 
planning



Long-term forecasting
• Estimate ranges instead of single values
• Adjust average demands down if price is 

increasing 
• Adjust according to known interventions or 

changes (conservation measures, new customer, 
etc.) 

• Consult with the Council and the town’s, county’s, 
or state’s planners for local projections on 
demographics, land use plans, industry changes

• Is there a water resources management plan?



AWE Sales Forecasting and Rate Model

Available at
http://www.financingsustainablewater.org/



Are there simple resources to 
assist small water systems in 
getting started and implementing 
capital planning? 

Submitted Question



Plan to Pay: Scenarios to Fund your C.I.P.

Free, simplified Excel tool allowing you to list your capital projects and 
plans for funding them, and automatically estimates rate increases

http://efc.sog.unc.edu or     http://efcnetwork.org
Find the most up-to-date version in Resources / Tools



http://southwestefc.unm.edu/amkan/main.php?chapterId=Front&page=1



http://southwestefc.unm.edu/AssetManagementIQ/main.php



http://www.epa.gov/cupss/
Software: CUPSS (EPA)



https://www.epa.gov/sites/production/files/2016-04/documents/am_tools_guide_may_2014.pd



How can I set up a rate 
stabilization fund to help smooth 
out future downturns in revenue 
to help my CIP budget? 

Submitted Question



Thank you

Glenn Barnes
(919) 962-2789

glennbarnes@sog.unc.edu

Shadi Eskaf
(919) 962-2785

eskaf@sog.unc.edu


