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Financing for the Future: Financial Longevity 
for Municipal Operations

This program is made possible under a 
cooperative agreement with EPA. 
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Show your control panel to submit questions and see answers

Toggle between full screen/window screen view

At the top right corner of your screen:

Control Panel:

Audio: please choose between speakers and telephone. If 
you do not hear audio right now, please check your speaker 

volume or enter #[audio pin]# if using phone.

Submit questions in the Questions box at any 
time, and press [Send]. To undock and increase 

the size of the box, click on top right corner icon. 

Logistics

All phones/microphones are muted for the duration of the webinar.

Attendee List



www.efcnetwork.org

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.

This program is offered free of charge to all who are interested. The 
Project 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. 

The Smart Management for Small Water Systems Program 

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

• Environmental Finance Center at University of North Carolina at Chapel Hill
• Southwest Environmental Finance Center
• Syracuse University Environmental Finance Center
• Environmental Finance Center at Wichita State University
• Environmental Finance Center at University of Louisville
• EFC West 
• Great Lakes Environmental Finance Center at Cleveland State University
• New England Environmental Finance Center at University of Southern Maine 
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• Asset Management
• Energy Management Planning
• Financial Management
• Leadership Through Decision‐making and 

Communication
• Managing Drought
• Water Loss Reduction

Areas of Expertise

• Collaborating with Neighboring 
Communities

• Multi‐funding
• Water Conservation
• Management and Finance 101
• Climate Resiliency
• Workforce Development
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Resources for small water systems: 
www.EFCNetwork.org
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Shadi Eskaf
Environmental Finance Center
The University of North Carolina at Chapel Hill
919‐962‐2785
Eskaf@sog.unc.edu

Financing for the Future: Financial 
Longevity for Municipal Operations
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Budgeting
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What will be covered today

Assess financial 
performance trends 
in recent past Clarify what might be 

expected in the future

Resources to help set plans for 
short‐term and long‐term needs
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Assess financial performance 
trends in recent past
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Can you answer these questions?
Is your system self‐sufficient?

Are you able to cover your debt service after 
paying for your day‐to‐day operations?

If your customers stop paying their bills, how long 
can you maintain operations?

Can your system meet its short term obligations?

Operating
Ratio

Debt Service 
Coverage Ratio

Days of 
Cash on Hand

Current
Ratio
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Whiteboard video:
Financial benchmarking for water utilities

http://www.waterrf.org/Pages/Projects.aspx?PID=4366
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Where do we get started?
Local governments: 
annual audited financial 
statements

Non‐governments: 
balance sheets, shareholder 
reports, annual reports, etc.



www.efcnetwork.org

Read more: http://efc.web.unc.edu/2015/02/27/operating‐ratio/
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• Loss of value of an asset not 
restored by current maintenance

• An economic fact for every water 
system

• From both physical factors and 
functional or non‐physical factors

What is it?
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Recorded webinar on depreciation for water systems
https://www.youtube.com/watch?v=d8A7MJXFV1U&t=1115s
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Read more: http://efc.web.unc.edu/2015/04/23/debt‐service‐coverage‐ratio/
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Check your bond covenants 
or ask your funder
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Read more: http://efc.web.unc.edu/2015/06/24/days‐cash‐on‐hand/
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Read more: http://efc.web.unc.edu/2015/10/01/key‐indicator‐current‐ratio/
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Example from an actual town’s financial statement

All numbers can be found in the 
Proprietary Fund (Water/Sewer 
Fund) section in the audited 
financial statements
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Statement of Revenues, Expenses, and 
Changes in Net Position
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Statement of Cash Flows
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Statement of Net Position
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Example. Last fiscal year’s ratios:
• Operating ratio = 1.02
• Debt service coverage ratio = 1.15
• Days cash on hand = 145
• Current ratio = 1.2

Important: don’t just look at last year

?

Potential conclusion: “we’re on the right track”
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But consider the trends in the last 5 years

New conclusion: “we were OK, but something needs to change”
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Tool: Financial Health Checkup for Water Utilities
http://efc.sog.unc.edu or     http://efcnetwork.org

Find the most up-to-date version in Resources / Tools

Excel®‐ based tool
Free to use

Created by the Environmental Finance Center at the University of North Carolina, Chapel Hill’s School of Government
A resource for water systems from the EFCN’s Smart Management for Small Water Systems project 

funded under a cooperative agreement with the U.S. E.P.A.



www.efcnetwork.org

Tool: Financial Health Checkup for Water Utilities
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Clarify what might be 
expected in the future
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The onus will continue to be on local governments to 
pay for their own infrastructure

http://efc.web.unc.edu/2015/09/09/four-trends-government-
spending-water/
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Federal funding has declined.

http://efc.web.unc.edu/2015/05/14/federal‐funding‐trends‐for‐water‐and‐wastewater/

Mostly 
grants Mostly 

loans
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http://efc.web.unc.edu/2015/09/09/four‐trends‐government‐spending‐water/
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http://efc.web.unc.edu/2012/09/26/using‐an‐index‐to‐help‐project‐capital‐costs‐into‐the‐future/

Nationally, 
construction costs 
are growing at a 
little less than 
3%/year (CCI).

Faster than the “rate 
of inflation” (CPI‐U).

CCI

CPI‐U
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Water use is declining for many systems. 
Could mean lower revenues.

Source: EFC Environmental Finance blog post “Even Total Water Demand is on the Decline at Many Utilities”
http://efc.web.unc.edu/2014/04/15/total‐water‐demand‐on‐the‐decline/
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Seattle’s demand forecasts
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Long‐term planning for 
municipalities is critical

Growing operations and 
maintenance expenses

Capital expenses to rehab/ 
replace existing infrastructure

Capital expenses to add new 
infrastructure

Changing customer base

Changing demand patterns

Demographics and conditions

Sources of (capital) funding 
and priorities
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Focus on capital planning

Growing operations and 
maintenance expenses

Capital expenses to rehab/ 
replace existing infrastructure

Capital expenses to add new 
infrastructure

Changing customer base

Changing demand patterns

Demographics and conditions

Sources of (capital) funding 
and priorities
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Asset Management Planning
& 

Capital Improvement Planning

Two things all water systems should 
(or even must) do:
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Five Core Components of AM

1) Current State of the Assets

2) Level of Service

3) Criticality

4) Life Cycle Costing

5) Long-Term Funding
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List all of your assets: 
• What do I own?
• Where are the assets?
• What condition are they in?
• How much useful life is remaining?
• What is the replacement value?

Current state of the assets
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Example of an Asset Inventory

Source: A.M. KAN Work!
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Level of service

Measurable 
Goals: Internal 
and External

Track Progress 
Towards 
Meeting Goals

Involve 
Customers

Involve 
Staff

What would my customers want?
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Criticality – 2 parts

What is the probability or likelihood 
that a given asset will fail?

What is the consequence if the asset 
does fail?
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Criticality – 2 parts



www.efcnetwork.org

Prioritize asset rehabilitation / replacement

Source: EPA’s “Asset Management: A Handbook for Small Systems”
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• Once assets are prioritized, come up with a 
timeline to replace or rehabilitate your 
current assets in grouped projects

• AMPs can be for 20+ years – as long as 
necessary

• You don’t have to figure out how to pay for 
everything 20 years from now, but…

Asset Management Plan (AMP)
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An official multi‐year document that identifies and 
prioritizes capital projects in the near future, 
identifies funding sources, and sets timelines for 
projects.

Include projects not listed in the AMP.

Capital Improvement Plan (CIP)
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Example of a simple Capital Improvement Plan
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• Pay as you go (current receipts)

• Save in advance and pay (reserve funds)

• Pay later (someone loans you money)

• Grants (let someone else pay)

How to pay for capital improvements
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Bonds

Loans

Grants

Typical sources of external funding

From agencies: 
e.g. CDBG (HUD), EDA, ARC, State agencies

From banks, or can be subsidized:
e.g. WIFIA, USDA, SRFs (EPA/State), State agencies

Revenue bonds, GO bonds



www.efcnetwork.org

Click on an 
individual state to 
view funding table.

http://efcnetwork.org/funding‐sources‐by‐state/
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Capital investments are just the tip of the iceberg…

Source: Adapted from Steve Allbee, USEPA

Acquisition

C
os

t

Maintenance

Refurbish Refurbish

Disposal

35‐40%

60‐65%

Asset Life
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Resources to help set 
plans for short‐term 
and long‐term needs
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Free, simplified Excel tool allowing you to track and benchmark financial 
performance metrics for your water/sewer fund in the past 5 years

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

Financial Health Checkup for Water Utilities
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Click on an 
individual state to 
view funding table.

http://efcnetwork.org/funding‐sources‐by‐state/
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Water & Wastewater Rates Analysis Model

Free, simplified Excel tool allowing you to model and compare two rate 
structures on your projected fund balance

http://efc.sog.unc.edu or     http://efcnetwork.org
Find the most up-to-date version in Resources / Tools
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AWE Sales Forecasting and Rate Model

Available at
http://www.financingsustainablewater.org/
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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
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http://www.epa.gov/cupss/
Software: CUPSS (EPA)
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Guidebooks on setting rates/financial planning

http://www.epa.gov/safewater/smallsystemshttp://www.awwa.org

http://www.epa.gov/ogwdw/smallsystems/pdfs/guide_smallsystems_final_ratesetting_guide.pdf
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https://www.epa.gov/dwcapacity/asset‐management‐resources‐small‐drinking‐water‐systems
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https://www.epa.gov/sites/production/files/2016‐04/documents/am_tools_guide_may_2014.pdf
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Resource Webpage for Capital Planning
www.efc.sog.unc.edu/ Search for “Capital Planning”
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Environmental Finance blogs
http://efc.web.unc.edu/

or http://efcnetwork.org/small_systems_blog/
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Small water systems: www.EFCNetwork.org
Sign up for free in‐depth 
(multi‐day or multi‐hour) 
direct assistance

Collection of resources for 
small water systems 
(tools, guides)

Workshops, webinars, 
and recordings

Free, thanks to 
a cooperative 
agreement with 
the U.S. E.P.A.
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Financing for the Future: Financial 
Longevity for Municipal Operations

Shadi Eskaf
Senior Project Director
Environmental Finance Center at the University of North Carolina, 
Chapel Hill
919‐962‐2785
eskaf@sog.unc.edu
http://efc.sog.unc.edu

This webinar was presented under a cooperative agreement with the U.S. E.P.A.

http://EFCNetwork.org


