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Challenges
 Between FY08‐FY10, SWS fees recovered an average 

of 69% of direct costs 
 When including indirect costs, SWS anticipated to 

recover 58% of costs
 Conversion to automated residential garbage 

collection in FY05
 Automated Recycling Rollout started in FY11
 Economic downturn of 2008 impacts operational 

costs City‐wide
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Challenges
 City‐wide budget strategies designed to address 

downturn in economy resulted in deferred 
equipment replacement

 Overtime & operational maintenance costs increased
 Conflicting priorities
 Impacts SWS mission and values
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Response

 October 2011, SWS Enterprise Work Group Formed
 Focus on moving fiscal activities of SWS to enterprise 

fund
 July 1, 2012, accounting and  reporting structure 

modified
 Subsidized by General Fund @ $12.7 million
 Goal to become self‐sufficient in five years
 Consultant engaged to review SWS financial modeling 

assumptions
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Benefits and Considerations
 SWS established as enterprise fund in FY13
 HDR selected as contractor to assist with business 

improvement services
o Full‐cost accounting financial model
o Benchmarking

 10 year cost recovery goal*
 Established SWS Equipment Fund

* Currently our cost recovery ceiling is 80% and we are at that level.
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 Increase transparency and accountability
 Provides a sense of ownership and responsibility
 Reduces impact on General Fund
 Financial model provides a more complete strategic 

planning and budgeting process
 Equipment replacement is under our control
 Updating financial model as part of PAYT analysis

Benefits and Considerations



Maintaining a Solid Waste Enterprise Fund –
Digging out of a Deficit



Harnett County

130,000 citizens

Revenue sources: Availability Fees for Household Waste and Tipping Fees for 
Commercial Waste

Harnett County Solid Waste Program:

 Two (2)  Construction and Demolition Landfills

 Two (2) MSW Transfer Stations

Seven Staffed Convenience Centers

Summary
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Four years ago, the Harnett County Solid Waste program was at a precipice.  

No Quick or Easy Solutions

 Financial Peril – Enterprise Account was in a Deficit

 Lack of Permitted Landfill Space

Escalating Cost for Contracted Services

Outdated Convenience Centers

 Tremendous Equipment Needs

Compliance Woes:  Groundwater Contamination, Excessive Leachate, Transfer Station 
Overdue for Repairs

Accounts Past Due 90 Days Totaled $150,000
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Situation



Move Toward Financial Stability

 Financial Analysis Completed by Davenport

 Financing for Capital Improvements and Corrective Action Plan

Renegotiated Contracted Services

Upgraded equipment and reduced equipment maintenance budget

Maximize Use of Force Account Labor

 Identify Profitable Commodities
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Effectively accessing the capital markets is often times the culmination of a three phased approach to planning 
for and issuing debt:

 Phase 1: High Level Strategy and Planning

– Establish Strategic Goals for your System and Community

– Develop a Multi-year Capital Plan to achieve the stated Goals

 Phase 2: Develop Plan of Finance 

– Establish a Multi-Year Financial Model to determine Debt Capacity and Debt Affordability

• Establish Financial Policies / Goals, where appropriate

• Benchmark against Peer Systems, where appropriate

• Project Revenues / Expenditures, including a Rate Plan, where appropriate

– Identify Potential Capital Funding Options

• Debt Structure (e.g. Term / Amortization)
• Debt Funding Options, including Credit and Issuance Method

 Phase 3: Implement Plan of Finance

– Select Preferred Capital Funding Option

– Execute Financings, where appropriate
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Capital Funding Overview



 There are several different types of financing / funding structures available to issuers in the State, including 
the following most commonly used structures:

1. Pay-GO Funding  - Funding from annual revenues and accumulated reserves.

2. Grant Funding  - Funding from outside revenue source (e.g. State / Federal).

3. General Obligation Bonds  - Debt issuance secured by the full faith, credit and taxing power of the issuer.

4. Revenue Bonds - Debt issuance secured by a pledge of net revenues of the enterprise system.

5. Installment Financings  - Debt issuance secured by a lien on financed property (subject to annual 
appropriation).

6. Special Obligation Bonds - Debt issuance secured by a revenue source so long as it does not constitute a 
pledge of the taxing power of the issuer.
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Capital Funding Options
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Debt Funding Option: General Obligation Bonds

 General Obligation Bonds are authorized under the Local Government Bond Act (Article 4 of Chapter 159 of 
N.C.G.S.); Voter Approval is typically required.

 General Obligation Bonds are secured by the Full Faith, Credit and Taxing Power of an issuer and are typically 
the strongest credit resulting in the lowest interest rates.

 General Obligation Bonds typically require voter approval via a referendum.

 General Obligation Bonds may be issued through either a Public Sale or a Direct Bank Loan although some 
statutory restrictions may apply.
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Debt Funding Option: Revenue Bonds

 Revenue Bonds are authorized under Local Government Revenue Bond Act (Article 5 of Chapter 159 of 
N.C.G.S.).

 Revenue Bonds do not require a voter referendum.

 Revenue Bonds may require certain covenants or security provisions.

– Rate Covenant

– Additional Bonds Test

– Debt Service Reserve Fund

– Debt Service Fund Deposits

 Ability to access Revenue Bond Funding may be limited by projections of future net revenues and debt 
service coverage.

 Revenue Bonds may be issued through either a Public Sale or a Direct Bank Loan.
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Debt Funding Option: Installment Financing

 Installment Financings are authorized under Article 3 of Chapter 160 of N.C.G.S.

 Installment Financings are secured by one or more assets that are being financed.

 Installment Financings do not require a voter referendum.

 The ability to issue an Installment Financing may be limited by the type of collateral being pledged.

– Essentiality of the Asset

– Environmental Assessments

– Collateral Value of the Asset

– Existing Liens on the Asset

 Installment Financings may be issued through either a Public Sale or a Direct Bank Loan.
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Debt Funding Option: Special Obligation Bonds

 Special Obligation Bonds are authorized under the North Carolina General Statute §159I-30.

 Special Obligation Bonds are secured by a pledge of any available source or sources of revenues, to the extent the 
generation of the revenues does not constitute a pledge of the Issuer’s taxing power.  No voter referendum is required. 

– Potential sources of pledged revenue may include Sales and Use Tax, Franchise Tax, Tipping Fees, Solid Waste Collection 
Fees and Other Non-Tax Revenues Sources.

 Projects that may be funded by Special Obligation Bonds are statutorily restricted to:

– A project as defined in G.S. 159I-3, including: solid waste management projects and capital expenditures to implement
such projects, including, without limitation, the purchase of equipment or facilities, construction costs of an incinerator;
land to be used for recycling facilities or landfills; leachate collection and treatment systems; liners for landfills; monitoring
wells; recycling equipment and facilities; volume reduction equipment; and financing charges.

– Any of the following as defined in S.L. 1998-132: water supply systems, water conservation projects, water reuse projects,
wastewater collection systems, and wastewater treatment works.

– With respect to a city, any service or facility authorized by G.S. 160A-536 and provided in a municipal service district.

 Similar to Revenue Bonds, Special Obligation Bonds may require certain covenants or security provisions such as an 
Additional Bonds Test, Revenue Covenant, and/or a  Debt Service Reserve Fund.

 Ability to access Special Obligation Bond Funding may be limited by future revenue projections and debt service coverage.

 Special Obligation Bonds may be issued through either a Public Sale or a Direct Bank Loan.



Municipal Advisor Disclosure

The enclosed information relates to an existing or potential municipal advisor engagement.

The U.S. Securities and Exchange Commission (the “SEC”) has clarified that a broker, dealer or municipal securities dealer engaging in municipal advisory activities outside the scope of underwriting a particular issuance of
municipal securities should be subject to municipal advisor registration. Davenport & Company LLC (“Davenport”) has registered as a municipal advisor with the SEC. As a registered municipal advisor Davenport may
provide advice to a municipal entity or obligated person. An obligated person is an entity other than a municipal entity, such as a not for profit corporation, that has commenced an application or negotiation with an entity to
issue municipal securities on its behalf and for which it will provide support. If and when an issuer engages Davenport to provide financial advisory or consultant services with respect to the issuance of municipal securities,
Davenport is obligated to evidence such a financial advisory relationship with a written agreement.

When acting as a registered municipal advisor Davenport is a fiduciary required by federal law to act in the best interest of a municipal entity without regard to its own financial or other interests. Davenport is not a fiduciary
when it acts as a registered investment advisor, when advising an obligated person, or when acting as an underwriter, though it is required to deal fairly with such persons.

This material was prepared by public finance, or other non-research personnel of Davenport. This material was not produced by a research analyst, although it may refer to a Davenport research analyst or research report.
Unless otherwise indicated, these views (if any) are the author’s and may differ from those of the Davenport fixed income or research department or others in the firm. Davenport may perform or seek to perform financial
advisory services for the issuers of the securities and instruments mentioned herein.

This material has been prepared for information purposes only and is not a solicitation of any offer to buy or sell any security/instrument or to participate in any trading strategy. Any such offer would be made only after a
prospective participant had completed its own independent investigation of the securities, instruments or transactions and received all information it required to make its own investment decision, including, where
applicable, a review of any offering circular or memorandum describing such security or instrument. That information would contain material information not contained herein and to which prospective participants are
referred. This material is based on public information as of the specified date, and may be stale thereafter. We have no obligation to tell you when information herein may change. We make no representation or warranty
with respect to the completeness of this material. Davenport has no obligation to continue to publish information on the securities/instruments mentioned herein. Recipients are required to comply with any legal or
contractual restrictions on their purchase, holding, sale, exercise of rights or performance of obligations under any securities/instruments transaction.

The securities/instruments discussed in this material may not be suitable for all investors or issuers. Recipients should seek independent financial advice prior to making any investment decision based on this material.
This material does not provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice. Prior to entering into any proposed transaction, recipients should determine, in consultation with
their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and accounting characteristics and consequences, of the transaction. You should
consider this material as only a single factor in making an investment decision.

The value of and income from investments and the cost of borrowing may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes,
operational or financial conditions or companies or other factors. There may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide
to future performance and estimates of future performance are based on assumptions that may not be realized. Actual events may differ from those assumed and changes to any assumptions may have a material impact
on any projections or estimates. Other events not taken into account may occur and may significantly affect the projections or estimates. Certain assumptions may have been made for modeling purposes or to simplify the
presentation and/or calculation of any projections or estimates, and Davenport does not represent that any such assumptions will reflect actual future events. Accordingly, there can be no assurance that estimated
returns or projections will be realized or that actual returns or performance results will not materially differ from those estimated herein. This material may not be sold or redistributed without the prior written consent of
Davenport.
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1Solid Waste Enterprise Fund Financial Planning

SOLID WASTE ENTERPRISE FUND
FINANCIALPLANNING
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PROJECT REVENUE REQUIRMENTS (COSTS)

Projection of Revenue Requirements
Multi-Year Long-Term Financial Plan

OPERATING EXPENSES
Operating

Non-Operating

FINANCIAL POLICIES
Reserves

Debt Coverage

CAPITAL EXPENSES
Capital Improvement Plan

Debt Service
Pay-Go
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Projection Considerations:
» Inflations: salary, benefits, energy, general, etc.
» Growth 
» Non-recurring O&M expenses
» Interdepartmental O&M expenses

1. PROJECT O&M EXPENSES
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Policy Considerations (targets):
» Reserves
» Debt service coverage
» Rate versus debt funded projects
» Cost recovery

2. INCORPORATE FINANCIAL POLICIES
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» Identify funding sources
− Cash-funded pay-go (through rates)
− Debt funded
− Reserve funded (through capital reserves)
− Other

» Identify impact of funding sources on:
− Debt service coverage ratios
− Reserve funds
− Solid waste user fees
− Customers

» Rate increases may need to take place prior to funding of 
capital project so long-term financial planning is important

3. IDENTIFY FUNDING OF CAPITAL
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Projection considerations:
− Historical growth
− Customer characteristics
− Policies that might impact customer behavior

4. PROJECT REVENUES BASED ON 
CALCULATED RATES
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MODEL ENGINE OUTPUTSINPUTS

FINANCIAL PLANNING MODEL SUMMARY

Revenues from 
Current Rates

Revenues from 
Current Rates

Other RevenuesOther Revenues

O&M ExpensesO&M Expenses

CIP
Rolling stock

CIP
Rolling stock

Debt
Current Debt 

Service

Debt
Current Debt 

Service

Current 
Rates

Current 
Rates

Acct & Usage 
Info

Acct & Usage 
Info

Operating 
Budget

Operating 
Budget

Key 
Assumption
s/Financial 
Policies

Key 
Assumption
s/Financial 
Policies

CIPCIP

Current 
Debt Service
Current 

Debt Service

KEY VARIABLES
Growth/Customer 

Characteristics
Landfill costs

Financing of CIP
Financial Policies

KEY VARIABLES
Growth/Customer 

Characteristics
Landfill costs

Financing of CIP
Financial Policies

CASH FLOWSCASH FLOWS

RATE 
PROJECTIONS

RATE 
PROJECTIONS

CUSTOMER 
IMPACTS

CUSTOMER 
IMPACTS
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Annual Budgeting Process
− Assists with ensuring budget is realistic and in line with 

historical costs
Planning for future 

− Assists with identifying capital improvement projects over 
long-term and appropriate funding sources

Affordability of rates
− Assists with reviewing sufficiency of rates annually and 

allowing for programmatic increases instead of rate spikes
− Allow customers to budget for solid waste bills

Industry best practices 
− Represents best practices, especially if financial policies are 

established and incorporated into financial planning

BENEFITS OF FINANCIAL PLANNING
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Communicate, Educate, and Empower 

BENEFITS: 
EFFECTIVE COMMUNICATION WITH AND ENGAGE 

ALL STAKEHOLDERS INCLUDING EMPLOYEES




