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PLANNING



Planning Efforts
Financial plan: a plan to ensure that the performance of the utility fund meets or 
exceeds identified financial targets and goals.

Asset management plan: a long-range plan identifying how the existing assets will be 
managed, and when they will be replaced or rehabilitated. 

Capital improvement plan: a plan that identifies capital projects to be completed in the 
next few years.

Disaster / emergency / resiliency plan: identification of risks and vulnerabilities to the 
utility's functions, and a course of action to mitigate the risks.

Long-range water resources plan: an assessment of water supply needs and/or 
wastewater demands long in the future (more than 10 years) and the ability of the 
utility to meet those needs.

Budget

Others? 



DWI Grants Specifically 
Available for Planning

• Merger/Regionalization Feasibility grant program: 
Provides grants for studies to evaluate the potential 
consolidation of two or more systems into one system 
and the potential physical interconnection with another 
system for regional wastewater treatment or regional 
water supply.

• Asset Inventory and Assessment grant program: 
Provides grants for developing asset inventories, 
condition assessment of critical assets, and other 
components of a comprehensive asset management 
programs.

https://deq.nc.gov/mergerregionalization-feasibility-grants
https://deq.nc.gov/asset-and-inventory-assessment-grants


2017-18 NC Water and Wastewater 
Utility Management Survey

227 NC utilities (44%) participated in the survey, 
answering questions about planning and 

management practices.

Conducted by

Funder

https://efc.sog.unc.edu/resource/results-2017-2018-north-carolina-water-and-wastewater-
utility-management-survey

https://efc.sog.unc.edu/resource/results-2017-2018-north-carolina-water-and-wastewater-utility-management-survey


Asset Management Planning



Components of 
Asset Management Plans
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Capital Planning



Capital Planning Horizon

9



Components of Capital Planning
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Long Range W / WW Resources 
Planning

Local Water Supply Plans are required of all local government systems in NC 
(reported to NC DEQ DWR)



Financial Planning



SETTING FINANCIAL TARGETS



Financial Performance

Budget



Financial Performance

Audited Financial Statement



Financial Policies

• Guidelines for an organization’s financial 
operational and strategic decision making

• Often focused on financial stability and health 
of the utility

• GFOA recommends local governments adopt 
and use financial policies



Set Up and Monitor Internal Financial 
Performance Targets

Set up specific financial performance targets, 
measure and monitor performance indicators, and 
adjust financial decisions to maintain success. 



• Minimum Reserves / Cash on Hand
• Working Capital Reserves
• Debt Service Coverage Ratio
• Debt Burden or Debt-Per-Customer
• Cash Financing of Capital Projects
• Rates Affordability
• Credit Rating

Examples of Financial Targets



Evidence of Success

Utilities that set financial 
targets by 2013:
• Had higher operating ratios

in FY2017
• Were twice as likely to 

have higher operating 
revenues than operating 
expenses in FY2017

When comparing utilities against others of similar size, similar number of FTEs, and similar 
presence/absence of a full-time utility manager



Chapter on Financial Strategies

Water Research 
Foundation report (2014).

Chapter 4: Strategies and 
Practices for Revenue 
Resiliency.

https://efc.sog.unc.edu/project/defining-resilient-
business-model-water-utilities or 
http://www.waterrf.org/PublicReportLibrary/4366.pdf

https://efc.sog.unc.edu/project/defining-resilient-business-model-water-utilities
http://www.waterrf.org/PublicReportLibrary/4366.pdf


Recorded Webinar on Setting 
Financial Targets

https://efc.sog.unc.edu/event/setting-financial-targets-water-
utilities-beyond-budget

21,000 accounts6,600 accounts

https://efc.sog.unc.edu/event/setting-financial-targets-water-utilities-beyond-budget


Minimum Cash on Hand Target

Town of Shallotte, NC
Water and wastewater utility
2,300 accounts



Minimum Cash on Hand Target

“Our Board of Aldermen have always 
used a 90% rule: keeping at least 90% 
of current budget on hand in case of 
emergencies.  

Being a coastal community, we realize 
that a hurricane could do significant 
damage.”



Orange Water and Sewer Authority

Orange Water and Sewer Authority Financial Targets

Measurement Objective
FY 2018

Goal Results

Working Capital Reserve
Greater of four months Operating expenses 
or 20% of succeeding three years CIP

$11.6M $10.1M

Capital Improvements Reserve
2% of Net Capital Assets
(Funding $400,000 per year until reach goal 
of approximately $6M)

$3.6M $3.6M

Rate/Revenue Stabilization 
Reserve 

5% of annual Water and Sewer Revenue $1.7M $1.7M

Speaker: Stephen Winters, Director of Finance and Customer Service, OWASA



Orange Water and Sewer Authority

Orange Water and Sewer Authority Financial Targets

Measurement Objective
FY 2018

Goal Results

Debt Burden to Asset Value Total Debt not more than 50% of Total Assets < 50% 24%

Sufficiency of Revenues above 
Debt Requirements

Annual Debt Service no more than 35% of 
Gross Revenue

< 35% 17%

Cash Financing of Capital
Annual revenues and reserves provide at least 
30% of CIP funding

> 30% 49%

Debt Service Coverage Ratio
Annual Net Income not less than two times 
Annual Debt Service

2.0 2.6

Speaker: Stephen Winters, Director of Finance and Customer Service, OWASA



Orange Water and Sewer Authority

Orange Water and Sewer Authority Financial Targets

Measurement Objective
FY 2018

Goal Results

Credit Ratings
Moody’s
Standard & Poor’s
Fitch

Aa2
AA+
AA+

Aa1
AAA
AA+

Service Affordability Ratio
Average annual OWASA bill not more than 
1.5% of area median household income

1.5% 1.35%

Speaker: Stephen Winters, Director of Finance and Customer Service, OWASA



Examples of Financial Targets
Financial Metric Policy Target
Debt Service Coverage 
Ratio

• Parity coverage of 1.5x
• Total coverage of 1.2x

Debt Load • Debt service less than 40% of total revenue requirements
Capital Funding • Minimum of 25% of annual capital expenses funded through 

rate-funded capital (PAYGO)
Days Cash on Hand • 180 days 
O&M Budget Escalation • Maximum annual O&M budget escalation of 5%
Operating Reserve Fund • Minimum fund balance of 90 days of annual O&M expenses

Capital Reserve Fund • Minimum fund balance of 25% of annual Capital expenses
Rate/Revenue Stabilization 
Fund

• Minimum fund balance target of 5% of projected annual 
revenues

Rate Revenue Composition • Minimum of 25% of annual revenue from fixed charges
Rate Increases • Minimum of automatic rate increases indexed to inflation
Service Affordability • Maximum annual bill of an average customer of 2% of 

median household for each water and wastewater
Source: Water Research Foundation report, 2014, Defining a Resilient Business Model for Water Utilities.

Targets should be customized for each utility based on objectives, conditions, and purpose.



Measurement

Dashboard of 
revenues, 
expenditures, 
cash and 
investments, 
and capital 
projects. 
Updated 
monthly.



Consider Trends Over Time



Measurement



Speaker: Maria Hunnicutt, General Manager, Broad River Water Authority



TOOLS TO HELP WITH 
FINANCIAL PLANNING



http://www.efc.sog.unc.edu/project/utility-financial-tools
or     http://efcnetwork.org/resources/tools/

Tools Can Be Accessed Here

See Handout

http://www.efc.sog.unc.edu/project/utility-financial-tools
http://efcnetwork.org/resources/tools/


Financial Health Checkup for Water Utilities

Fill in your audited financial data to automatically compute trends in six 
financial assessment indicators over the past five years.

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

Excel®-based Free to download Free to use

http://efc.sog.unc.edu/
http://efcnetwork.org/


Water & Wastewater Rates Analysis Model

Cash-flow model to compare different rates on your projected fund 
balance to determine sufficiency of covering costs. 

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

Excel®-based Free to download Free to use

http://efc.sog.unc.edu/
http://efcnetwork.org/


Residential Rates Affordability Assessment

Guides you to access socioeconomic data for your community and 
calculates multiple metrics to assess affordability of your rates.

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

Excel®-based Free to download Free to use

http://efc.sog.unc.edu/
http://efcnetwork.org/


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

List your capital projects and compare different scenarios for funding 
them by automatically estimating the impact on your rates.

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

Excel®-based Free to download Free to use

http://efc.sog.unc.edu/
http://efcnetwork.org/


Subsidized Loan Calculator

Find out the cumulative savings value of being offered a subsidized loan 
by a funding agency.

https://public.tableau.com/profile/efc.at.unc#!/vizhome/SubsidizedLoanCalculator/LandingPage
Or http://efc.sog.unc.edu

Online tool Free to use

https://public.tableau.com/profile/efc.at.unc#!/vizhome/SubsidizedLoanCalculator/LandingPage
http://efc.sog.unc.edu/


Funding Programs in the State

Find the latest at https://efcnetwork.org/funding-sources-by-state/

https://efcnetwork.org/funding-sources-by-state/


Funding for Disaster Recovery

Find the latest at https://efcnetwork.org/funding-for-disaster-recovery/

https://efcnetwork.org/funding-for-disaster-recovery/


environmentalfinance.org

Shadi Eskaf
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