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How to Financially 
Manage your Water 
and Sewer Funds

Presented by Great Lakes RCAP
March 29, 2023

Your 
Presenter 
today is:

HEIDI MILNER
Sr. Rural Development 

Specialist
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• Improve surface water protection, environmental compliance, public health, 
economic readiness and quality of life in small communities and rural areas.

• Help small and rural communities access funding for water and sewer projects.

• Improve the technical, managerial and financial capabilities of water and sewer 
systems through technical assistance and training.

• Promote shared services and regionalization projects to increase efficiency, 
reduce end-user costs, and ensure long-term sustainability.

How We 
Achieve This

Our Mission

We will discuss how Fiscal Officers and Utility Managers can 
properly manage water and sewer funds, identify what they 
need to know about the utility, and determine its financial 
sustainability.

You will leave knowing:

 Who you need on your Financial Team

 “Rules of Thumb” for proper Fund Reserves

 Tools to utilize when setting the Utility Annual 
Appropriations Budget 

Our Learning Objectives

Part I

Fund Types and 
Accounting Codes
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Governmental

Proprietary

Fiduciary

Quick Review of Fund Types Proprietary funds 
account for 
business-like 
activities of the 
government. 
Municipal utilities 
are included in a 
type of Proprietary 
fund called an 
Enterprise Fund, 
meaning they must 
operate like a 
stand-alone 
business.

R
C

A
P Accounting Codes of Enterprise Funds

● 541 - Consumer Rent 

● 542 - Tap Fees

● 543 - Bulk Sales

● 544 – Deposits

● 549 – Restore Service Fee 

Common Revenue Codes
for Water/Sewer Utilities
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● 531 – Water Admin

● 532 – Water Billing

● 533 – Water Purchasing

● 539 – Water Other

● 541 – Sewer Admin

● 542 – Sewer Billing

● 549 – Sewer Other

Expense “Program” Codes 

R
C

A
P

• 311 – Electricity Costs
• 325 – Advertising (legals, public notices, etc.)
• 330 – Rents and Leases (buildings and land)
• 346 – Engineering Fees
• 347 – Planning consultant Fees
• 352 – Property Insurance
• 354 – Fidelity Bonds on Employees
• 397 – Utility services (separate out electricity)

Common “Object” Codes for Water/Sewer

R
C

A
P

• 420 – Operating Supplies & Materials
• 432 – Repair/Maintain Equipment
• 433 – Repair/Maintain Owned Vehicles
• 560 – Utility Distribution Capital Outlay
• 590 – Other Capital Outlay
• 710 – Debt Payment Principal
• 720 – Debt Payment Interest

Common “Object” Codes, continued
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Part II

Technical Capacity:
Water and Wastewater Systems

● Get to know your 
system. 

○ Source

○ Treatment

○ Distribution

Water Systems

● Get to know your 
system.

○ Sewer System

○ Treatments

○ Discharge

Wastewater Systems
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Part III

Managerial Capacity:
Policies and Responsibilities

Managerial Capacity

is the ability of the water 
or wastewater system to 
function by 
maintaining compliance 
with regulatory agencies 
and the Safe Drinking 
Water Act (or Clean Water 
Act for wastewater). 

Administration
Policies, Rules and Regulations

Establish policies that 
apply to all customers

Conduct public meetings

Ensure oversight of all 
utility employees

Interact with the general 
public to build trust
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Customer Policies & 
Procedures

Terms of Service/Responsibility

• What customers must do to be served

Additional Fees

• Fees imposed that are necessary to recover 
costs and fund operations beyond the normal 
delivery of water or treatment of sewage

Expansion Policies

• Policies for increasing capacity or extending 
service to new customer that are fair, 
consistent and responsible to existing 
customers

Part IV

Financial Capacity:
Your Team, Forecasting the Future, 
Utility Plans, and Capital Improvements

Completing the Annual Budget
• Review the past 3-5 years of financial data when 

establishing your budget.
• Identify trends in Revenues and Expenses. Were 

last year’s projections on target?
• Add emergency reserves, upcoming capital 

improvement costs, and long-term reserve 
needs.

• Evaluate if there are areas to trim the budget or 
ways to reduce costs (overtime, bulk purchasing, 
outsourcing, etc.)

• Will anything change next year (area 
employment, large customer usage, 
development, etc.)?
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R
C

A
P

Financial Planning Team

R
C

A
P Pro-Forma

Does Your Budget Include All Your Expenditures?

Calculating your needs     
Operation and Maintenance Cost

+ Debt Service
+ Repair & Replacement Reserve (Depreciation)

+ Emergency Fund
+ Capital Improvement Fund

TOTAL REVENUE NEEDS

Most systems 
keep up with 
this.

Hopefully all 
are keeping 
up with this, 
including 
any required 
debt service 
reserves.

No, this is not 
the same as 

Capital 
Improvements!

To actually fund 
improvements, 
expansions and 

upgrades.

For true 
emergencies, not 
poor planning!
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Minimum Escrow Levels
‘Rules of Thumb’ 

Operating Account
(Checking Account)

Emergency Fund
(Savings Account)
Debt Service Fund 
(Rainy Day Fund)
Rehabilitation 
Replacement Reserve

Capital 
Improvement

12.5% of Operating Expenses, i.e. 45 
days of Working Capital 

12.5% of Operating Expenses, (45 days of 
Working Capital) Replenish asap

1 year's Debt Service in Escrow
Build Fund at 10% of Annual Debt Service
2.5% of Annual Revenue for Scheduled 
Work. Cash Reserves for 100% of Predictive 
Maintenance Cost
Cash reserves for 10 - 20% of Large Projects 
Costs: Engineering, Permitting, & 
Environmental 
Build Fund over Several Years Based on CIP

Asset Management Plan

https://www.epa.state.oh.us/ddagw/pws/assetmanagement

Asset Management requirements for all drinking 
water systems include 1-5 Year Capital 

Improvement Plans with funding sources 
identified, and 5-20 year plans with estimated 

future funding needs.

Asset Management Planning

WHAT:
• Are the assets?
• Is their location?
• Is their age?
• Condition are they in?
• Is their importance to providing service?

WHEN: 
• Do they need replaced?
• Should they be rehabilitated?
• Can we schedule the work over time?

HOW MUCH: 
• Money do we have now?
• Money do we need in reserves?
• Will we need to borrow?
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Capital Improvement Plans

The Capital Improvement Plan is used to identify, prioritize and establish a financing 
plan for future capital expenditures such as land, buildings and public infrastructure.

Plans can be 3, 5, 10 or more years of projects needed by the utility. They often include 
improvements for expansion or changing regulatory requirements.

R
C

A
P

Date/other info if needed

Projects that will not compete well or qualify for 
grants and very low interest loans, OR those that have 
a useful life of less than 20 years. Examples:

• Meter replacement
• Water tower painting
• Filter media replacement
• Mobile equipment (trucks, backhoes)

Saving vs. Borrowing
Which Projects Should We Pay for Out-of-Pocket?

On large capital projects that will receive grant and low-interest loans, we 
recommend communities try to pay 10-20% out-of-pocket, particularly for 
planning, design, surveying, legal services, advertising, and other soft 
costs.
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Part VI

Funding Capital 
Improvement Projects

Funding Capital Projects
Plan EARLY!

Most larger projects require at 
least 2 years to put financing in 
place and then a year or more 
for construction.  If multiple 
funders will be used, even more 
time will be needed.

Know the funding cycles 
and requirements.  Plan 
to have reserve funds 
available for use.

R
C

A
P Funding Agencies

 OWDA – Ohio Water Development Authority
 OPWC – Ohio Public Works Commission
 ARC – Appalachian Regional Commission
 ODOD – Ohio Department of Development
 OEPA – Ohio Environmental Protection Agency
 USEPA – U.S. Environmental Protection Agency
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Part VII

RCAP Services

RCAP Services
No Cost Services

Rate Analysis

Operator, Staff, Board Training

Project Development

Financing Plans

Funding Applications

Vetting/Hiring Engineer

Low Cost Services

• Rate Study
• Grant Administration
• GIS Mapping
• Condition Assessment
• Leak Detection
• Asset Management
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Questions?
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Contact

Heidi Milner
hmmilner@glcap.org

www.rcap.org
www.ohiorcap.org

www.glcap.org/rcap
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Thank you!
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