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What is a Capital Plan?
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 “The capital infrastructure built and maintained by local government is essential for a thriving 
community” – Government Finance Officers Association 

 Plan for maintaining, updating, and creating new capital improvements in support of thriving 
community

 Document where other plans and studies become real through financial plan to accommodate 
the capital improvements needed

 Should cover at least five years, with best practice 10 to 25 years in length 

 It’s a plan!!! “All models are wrong but some are useful”



Ideal table of contents
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 Narrative describing vision and tie to larger planning efforts 

 Capital asset policy – describe what constitutes a capital asset and depreciation schedule

 Example long lived assets with intimal purchase value (capitalization threshold) in excess of $10 thousand 

 See next slide on asset deprecation schedule

 *Debt management and capital reserve policy – define the amount of debt desired by alongside policy for making 
capital reserve contributions*

 Description of process for prioritizing projects and related scorecard

 Typically points based system including items such: 

Examples: https://www.vtbondbank.org/capitalplanning

 Aggregate summary of projects by department with individual project solicitations attached as appendix to plan

 Long term financial projection in which sources equal uses 

Health and safety Essentiality Depreciation / 
desired level of 
service

Community demand / 
need

Lifecycle costs

Departmental priority Climate resilience Population equity Availability of sources



Sample Asset Depreciation Schedule
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From: TN Water & Wastewater Financing Board & Utility Management Review Board

Buildings 30 to 50 years

Equipment & tools 10 to 15 years

Furniture and fixtures 5 to 10 years

Machinery, Equipment, Vehicles 5 to 15 years

Pumps and treatment equipment 15 to 20 years

Transportation Equipment 5 to 10 years

Water lines and storage 40 to 50 years



Example Prioritization
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https://assets.lawrenceks.org/finance/Policies/CIP_Prioritization_guidelines.pdf



Capital Planning Process…in a Vacuum
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Long Range Plan

New Capital 
Improvements

Repair and 
Replacement

Departmental 
Priorities

Comprehensive 
Inventory of 
Capital Projects 

Prioritization & Policy Development

Long Term Financial Projections
Capital 
Budgeting

Revision & Refinement

Project Management w/Accountability to Capital Committee

Funding 
Source 
Identification

Debt 
Affordability

Community 
Change 
Assumptions



Comprehensive 
Inventory of 
Capital Projects 

Capital Planning Process…in Reality
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Long Range 
Plan

New Capital Improvements

Repair and 
Replacement

Departmental Priorities

Prioritization & Policy 
Development

Long Term Financial 
Projections

Capital Budgeting

Project Management

Funding 
Source 
Identification

Debt Affordability



Capital Planning Process…for Discussion
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Long Range Plan

New Capital 
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Repair and 
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Departmental 
Priorities

Comprehensive 
Inventory of 
Capital Projects 

Prioritization & Policy Development

Long Term Financial Projections
Capital 
Budgeting

Revision & Refinement

Project Management w/Accountability to Capital Committee

Funding 
Source 
Identification

Debt 
Affordability

Community 
Change 
Assumptions



Capital Planning Process…Best Practice
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Long Range Plan

New Capital 
Improvements

Repair and 
Replacement

Departmental 
Priorities

Comprehensive 
Inventory of 
Capital Projects 

Prioritization & Policy Development

Long Term Financial Projections
Capital 
Budgeting

Revision & Refinement

Project Management w/Accountability to Capital Committee

Funding 
Source 
Identification

Debt 
Affordability

Community 
Change 
Assumptions



Trade-Offs in Climate Sensitive Financial Planning
Primary Act 47 Recovery Plan 
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Financial Resilience

Post Disaster 
Liquidity

Risk
Management

Adaptation / Risk Reduction

Climate Sensitive 
Infrastructure

Risk
Management

• FEMA?
• State Support
• Reserves / Self Insurance
• Conventional or Alternative Insurance
• Hybrid liquidity / insurance

New Opportunities /
Risk Avoidance

Community 
Infrastructure

• Municipal 
Climate 
Resilience Fund

• Pooled Loan Program
• SRF
• Safeguarding 

Tomorrow RLF

• Pooled Loan 
Program

• New RLF
• New value 

capture financing



Long Term Financial Projections – Key Considerations
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Rural Water System
Sample Financial Projection

Fiscal Year
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

1 Drivers Assumption
2 ERUs 72 73 74 75 76 76 76 76 76 76
3 Usage per ERU
4 Total Consumption 72 73 74 75 76 76 76 76 76 76
5
6 New Connections 1 1 1 1 0 0 0 0 0 0
7
8 Base Rate 15.00% 940 1,081 1,243 1,430 1,644 1,891 2,174 2,500 2,875 3,307
9 Usage Rate 0.00% 0 0 0 0 0 0 0 0 0 0
10 Connection Fee 3.00% 500 515 530 546 563 580 597 615 633 652

https://www.vtbondbank.org/sites/default/files/2024-03/EnterpriseModelFinancialProjection_FINAL_20240307.xlsx

 Rate plan to provide cashflow in excess of 
expenses and debt service

 Planning for rate increases prior to the project 
completion date

 Baseline users and modest growth projections

 Wil the project be:
 Self supporting meaning that project 

revenues will support related debt
 Replacing the roll off of prior debt 
 New taxes

 Costs associated with delay in project 
implementation

Enterprise or Utility Governmental Activities



Sources – Known knowns
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Energy Finance

Disaster Recovery

Conventional Bond 
Issuance State Revolving Loan Funds Special Programs

Infrastructure to 
Support Housing*

Debt, reserves, and pay as you go 
can serve as baseline with grants as 

potential upside if timing aligns

Does source require interim finance 
and reimbursement? Sources for 

sources



Debt Assumptions / Affordability
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 Benchmarking compares key financial ratios of governmental unit to wider sample

 Bond Bank has published statewide medians annually since 2020

 Vermont specific benchmarking tool with comparison to investment grade Moody’s medians, now includes population 
cohorts

 Find the right benchmark!

https://www.vtbondbank.org/sites/default/files/2025-
04/Appendix%20B_VLCT%20Newsletter.pdf

https://www.vtbondbank.org/sites/default/files/202
4-
09/VBB_Debt%20RatiosMedians%20%26%20definiti
ons_2024.pdf



Connecting Operating Budget to Capital Budget
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Contributions to Debt Service, Reserves, and 
PAYGO allowing capital plan sources to 

equal capital plan sources



Connecting Operating Budget to Capital Budget
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Contributions to Debt Service, Reserves, and 
PAYGO allowing capital plan sources to 

equal capital plan sources



Connecting Operating Budget to Capital Budget
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Contributions to Debt Service, Reserves, and 
PAYGO allowing capital plan sources to 

equal capital plan sources



Resources
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https://www.vtbondbank.org/capitalplanning

https://www.vtbondbank.org/index.php/resource/capital-planning-resource-page


Vermont League of Cities and Towns

Michael Gaughan, michael@vtbondbank.org
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