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Housekeeping and Project Introduction



If you need a CEU certificate, you will need to confirm the following on the roster today 
before 
you leave:
• Is your name spelled correctly?
• Did you provide an email address UNIQUE TO YOU? A unique email address is  
required to receive your certificate.

• Did you mark the checkbox that you need a certificate?

Within 30 days of the training, you will receive an email with instructions to print your certificate. 
Emails from EFCN may be blocked or go to your Junk mail. To avoid this issue, add 
Smallsystem@syr.edu to your email Contacts or check your Junk mail frequently.

EFCN will apply to the water operator state licensing agency for CEU preapproval when applicable. 
You may be awarded CEUs by your agency. It is your responsibility to confirm with the agency that 
training meets relevancy criteria established for your license type as some agencies may not apply 
CEUs to your license if the training topic is not relevant to your position.

EFCN follows the IACET Standard of CEU calculation.
0.1 CEU = 1 Contact Hour or 1 Professional Development Hour

Questions? Please contact Smallsystem@syr.edu

CEU Certificates

mailto:Smallsystem@syr.edu
mailto:Smallsystem@syr.edu


Smart Management for Small 
Water Systems Program

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. 



• Environmental Finance Center at The University of North Carolina at Chapel Hill

• Southwest Environmental Finance Center at the University of New Mexico

• Syracuse University Environmental Finance Center

• Environmental Finance Center at Wichita State University

• EFC West 

• Environmental Finance Center at the University of Maryland

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

• Great Lakes Environmental Infrastructure Center

• Government Finance Officers Association (GFOA) 

• National Association of Development Organizations (NADO) 

Small Systems Program Team



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



This project has been funded wholly or in part by the United 
States Environmental Protection Agency under assistance 
agreement A18-0408-001 to the University of North Carolina at 
Chapel Hill. The contents of this document do not necessarily 
reflect the views and policies of the Environmental Protection 
Agency, nor does the EPA endorse trade names or recommend 
the use of commercial products mentioned in this document.



1. Assessing a utilities' financial position and 
performance and operating environment (key 
financial indicators). 9-10:45

2. Current trends in asset management 11 to 12

3. Eat lunch with someone new 12-1:15

4. Analyzing and modifying rate structures 1:15 - 2:30

5. Financial planning and funding sources (CIPs, VA 
WBOP) 245 to 4:00

Workshop Objectives/Agenda



Path Towards Financial Sustainability

• Get to know your assets and financial condition

• Establish your priorities and goals

• Identify your “true”, “full”, or “fuller” costs

• Get to know your customers (usage, characteristics) 

• Consider future scenarios and changes

• Establish rates (rate structure and prices)

• Repeat as often as necessary…..
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1. Name, organization, title?

2. What was your first car?

3. What adjectives would you use to describe your 
current financial position and performance?

4. What indicators or metrics support your assessment?

Introductions



• Financial indicators

• Customer base demographics 

Assessing a Utility’s  Financial Position and 
Performance and Operating Environment 



What keeps you up at night?

• Not being able to pay for operations

• Not being able to pay for needed capital investment

• Having rates that your customers can’t or won’t pay

• Being surprised and not resilient

• If you have revenue problems, how long can you maintain 
operations

• How much of your utility’s expected life has already run out 
(and how much is left)



Financial Benchmarking: Friend or Foe?
What is missing from this analysis?
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Don’t Race to the Bottom – Look Beyond Rates
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• Financial reports (current and future)

• Actual past budgets/spending

• Asset management plans, capital budgets

• Billing software

• US Census

• Reports with peer data

Potential Sources of Information



• Bavaria and Mayberry

• Two average small town community 
water systems from the same state

A Tale of Two Systems That 
Look Similar On Paper...

Note: Actual numbers from actual towns



They Serve Similar Populations

Service 
Population

Service 
Connections



They Have Similar Demographics

MHI

Percent 
Poverty



...Though Vastly Different in 
Financial Indicators (and In 
Actual Appearance)

Mayberry Bavaria



Quick Overview of Financial 
Statements



• The assets and liabilities of the water system on the 
day the financial statements were prepared

Statement of Net Position



• Annual operating and non-operating 
revenues and expenses for the water 
system

• Also transfers to and from the general 
fund

Statement of Revenues, 
Expenses & Changes in Net 
Position



• Money in and money out of the water system

Statement of Cash Flows



• Explanations, where needed, to the financial 
statements

Notes to Financial Statements



Operating Ratio

Please calculate two numbers—
one including depreciation, and one 

excluding depreciation

Operating Revenues
Operating Expenses

=



Operating Ratio – Mayberry
Including Depreciation

$444,231

$511,448

0.87



Operating Ratio – Mayberry
Excluding Depreciation

$444,231

$368,985

1.20



Debt Service Coverage Ratio

Operating Revenues – Operating Expenditures (excludes depreciation)

Principal + Interest Payments on Long Term Debt
=



Debt Service Coverage Ratio 
– Mayberry

$444,231 $368,985

0.89

$84,783



Days of Cash on Hand

Unrestricted cash and cash equivalents

(Operating Expenses – Depreciation) / 365
=



Days of Cash on Hand –
Mayberry

$368,985

$107,706
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Operating Ratio – Bavaria
Including Depreciation

$709,972

$671,333

1.06



Operating Ratio
Including Depreciation



Operating Ratio – Bavaria
Excluding Depreciation

$709,972

$459,082

1.55



Operating Ratio
Excluding Depreciation



Debt Service Coverage Ratio 
– Bavaria

$709,972 $459,082

1.32

$190,633



Debt Service Coverage Ratio



Days of Cash on Hand –
Bavaria

$459,082

$568,061

452



Days of Cash on Hand



One More to Mention:
Asset Depreciation*

*Caveat – This indicator is only as good 
as your depreciation schedule and even 
then historic pricing is likely to distort 

the results.

Benchmark?  Don’t get close to 1.0



Assessing your customer’s financial health

• Poverty rates

• Income distribution

• Unemployment

• Senior citizens on fixed 
income

53



• Funders and ratings agencies care about this

• As you think about the future needs of your system, 
you have to know where you are starting from

Why Care About This?



Whiteboard Video:
Financial Benchmarking

http://www.waterrf.org/Pages/Projects.aspx?PID=4366

http://www.waterrf.org/Pages/Projects.aspx?PID=4366


• Have you heard of the Waterworks Business 
Operation Plan (WBOP)?

• Are you using the WBOP or other planning tools?

• What aspects do you find most helpful about the tools 
you use?

WBOP and Other Assessment Tools



• Virginia Department of Health Office of Drinking Water 
assess a system’s...

• Technical Capacity – physical assets, as well as knowledge 
and skills to operate the system

• Managerial Capacity – planning and organizational expertise 

• Financial Capacity – the ability to generate enough revenue, 
leverage funding, and manage funds to meet operational, 
maintenance, and expansion costs

Waterworks Business Operations Plan





• Community Excel Workbook (Excel)

• Community Form (Word)

• Community Instructions Appendices A-E (PDF)

• Community Staff Review Guide (Word)

Documents Downloaded

Planning tools

Informative 



• Part 1 – Waterworks Information

• Part 2 – Staffing

• Part 3 – Management, Operations & Procedures

• Part 4 – Planning

• Part 5 – Financial Information

• Part 6 – Sustainability Improvements 

• Part 7 – Worksheets and Supporting Documents

• Part 8 – Statements for Owner Signature 

WBOP – Community Form 



• Data needed to populate the spreadsheet:

• Financial reports

• Up-to-date budget

• Rate sheet

• Capital improvement plan, if you have one

• Census data

WBOP – Excel Spreadsheet



Worksheet 1 – Six-Year Technical, Managerial & 
Financial Commitment Summary 

• Inventories revenues, expenses, CIP, and reserves

• Financial evaluation with analyses

WBOP – Excel Spreadsheet





Supplemental Worksheet – Budget Documentation

• Provides a template to breakdown budget or import numbers from an 
existing budget

WBOP – Excel Spreadsheet



Supplemental Worksheet – Revenue Projection
• Input: 

• Connections

• Minimum charges

• Commodity/volumetric rate

• Minimum use

• Breakdown of residential and commercial customers

• Total gallons produced

• Total gallons sold for residential and commercial

WBOP – Excel Spreadsheet



Supplemental Worksheet – Revenue Projection
• Output: 

WBOP – Excel Spreadsheet



Supplemental Worksheet – Household Affordability

WBOP – Excel Spreadsheet



Supplemental Worksheet – Debt & Bond Reserve

WBOP – Excel Spreadsheet



What do you need?

Affordability Assessment Tool



US Census Data







What do you need?

Financial Health Checkup Tool





More Resources



• Calculate or find your metrics?

• Discuss what you think are current metrics that are 
used – what would you like to add?

• What are hidden problems or challenges you would 
like to shine light on? 

Small Group Assessment Time


