
Bridging the Gap

Connecting Financial Managers to Physical 
Asset Managers



“A MANAGEMENT SYSTEM FOR THE MANAGEMENT OF ASSETS”

IT IS THE BRIDGE

WHAT IS ASSET MANAGEMENT



Not Software
…Rather a management system 
to make these happen



Formalized Management System - To Realize Value FROM Assets
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Who Defines This Formalized System?

…Depends on who you ask
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Who Defines This Formalized System?

…Ask the agnostic experts…



Formalized Management System - To Realize Value From Assets



Industry Commitment to ISO 55001



Contents of an ISO 55001 Asset Management System



Contents of an ISO 55001 Asset Management System

….asset management fails because utilities do not realize it cuts across the organization and ‘business as usual’



“ASSETS EXIST TO DELIVER VALUE TO STAKEHOLDERS”
ISO 55000

Service from Physical Assets
(Not Financial Assets)



Questions - Participation

What is the public service you are in the business of delivering?
 - In other words:  Why do you exist?

Can you deliver your service(s), while meeting stakeholder expectations, 
without well managed physical infrastructure assets?  Why?

What are the quality expectations of the service you deliver?
 - In other words:  Who are your rate payers, regulators, lenders, etc…what do they expect (or even 
   demand) from you?



Poor Performing Assets Degrade Service Quality (Value) 

What are you in business to do?

Own, maintain, renew pipes, plants, tanks? Provide a service, safely, reliably, affordably?



Because Poor Performing Assets Degrade Service Quality (Value) 

These are assets used to accomplish……. DELIVERY OF SERVICES AT EXPECTED LEVELS



Physical Infrastructure Assets



Levels of Service – Asset Management Core Principle (Defining ‘Value’)

Activities & costs against assets.

Delivery of value.



Physical Assets <> Financial Assets






Levels of Service – Asset Management Core Principle – Infrastructure Gap

Are you spending enough to maintain existing asset performance?

Is current asset performance good enough?

What about paying for growth (master plan)? DELIVER SERVICES AT EXPECTED LEVELS



• ASSET MANAGEMENT IS A COMMITMENT TO A NEW “BUSINESS AS USUSAL”

• IT IS ABOUT MANAGING ASSETS FOR VALUE FROM THEM (NOT OF THEM)

• ASSET MANAGEMENT ALIGNS WITH OTHER MANAGEMENT SYSTEMS / PROCESSES

Review of Concepts

COST OF 
SERVICE

LEVEL OF 
SERVICE

RISK

VALUE =



Where and How Asset Management 
and Fiance meetsd

Where and How Asset Management 
and Finance Meet



Accounting Asset

Capital Asset:  Assets used in operations…Useful life beyond one (1) reporting period.

“Budgetary pressures often impede capital program expenditures for maintenance, replacement……

“….Especially for governments that don’t prepare a multi-year capital plan…”

“…ack of investment makes it INCREASINGLY difficult to sustain assets in a condition that maintains service levels.”



Asset Management

Not reflected in the Audited Financial Statements
• Depreciation expense
• Undepreciated cost of capital assets reported on balance sheet
• Based on historical cost

A long term, future-focussed approach
• O&M costs
• Cost of periodic future interventions
• Future replacement
• Estimated useful life



Ontario (Canada) and its municipalities

ONTARIO

• Second largest province in Canada: 415,600 
m2 sq miles (California = 163,700 m2)

• Population = 14.2 m (California = 39.4m )
• 444 municipalities – upper tiers, lower tiers 

and single tiers (50% have population 
<25,000)

• Municipal services: water/wastewater, 
waste management, roads and bridges, 
stormwater, public transit, emergency 
services, parks and recreation, museums 
and libraries, public health, social services 
(housing, income support, seniors and child 
care), some courts, cemeteries, building 
permits, planning, airports, etc.

INSTITUTIONAL FRAMEWORK

• Balanced budget – legislative requirement
• Municipalities can only issue debt to 

finance capital works (not operating costs), 
term of such debt cannot exceed the useful 
life of the assets being financed, term max 
= 40yrs

• Regulated annual debt repayment limits 
(max = 25% of own-source revenue)

• Provincial Asset Management Regulation
• Heavy reliance on property taxes –

municipalities cannot impose an income tax 
or a sales tax



Asset Management Regulation - O. Reg. 588/17 – (aligned to ISO 55001)

Develop a 
strategic asset 
management 
policy by July 
01, 2019

Develop an AMP 
for core 
infrastructure 
assets using 
current levels of 
service by July 
01, 2022

Develop an AMP 
for all 
infrastructure 
assets using 
current levels of 
service by July 
01, 2024

Develop a 
complete 
AMP based on 
proposed levels 
of service and 
including a 
financial 
strategy by July 
01, 2025

Review and 
renew the asset 

management 
policy and plan 

every 5 years 

Compliance with the regulation is a condition for receiving grant funding
under various senior government funding programs



Asset Management, meet Finance…

ASSET MANAGEMENT PLAN

• Municipalities own ~65% of public 
infrastructure in Canada

• AMP covers all infrastructure and assets: 
Inventory, age, condition, level of service

• Operating cost projection:
• asset operations and maintenance
• funded mainly by user fees

• Capital cost projection:
• asset renewal, rehabilitation and 

replacement, plus new assets needed to 
serve growth, plus donated assets 
(development agreements)

• financed by reserves and long-term debt

THE BUDGET

• The AM plan is a key input to the asset 
renewal portion of the municipality’s 
capital budget, while the O&M costs are 
included in the operating budget

• Goal: Prepare a data-driven, risk-based 
capital plan that prioritizes investments

• Adjust the AM plan to reflect:
• Project coordination (fix roads and pipes 

underneath at the same time)
• Alignment of work with other agencies
• Available staff and contractor capacity
• Capital reserve and debt capacity



Calculating – Infrastructure Gap

Rehabilitation Alternatives

A      $ & Improvement (A)

B      $ & Improvement (B)

C      $ & Improvement (C)

Prediction of Future Performance

Past Performance

Remaining Service Life

Minimum Acceptable  
Performance

Time of 
Construction

Now Needs 
Year

Measure of 
Performance



Calculating – Infrastructure Gap

First Principles Asset Information
• Age (Known or Estimated)

• Condition (Known or Estimated)

• Capital Treatment(s) Applied

• Costs of Capital Treatments

• Post Capital Treatment Performance Score

• Post Capital Treatment Estimated Service Life

• Performance Degradation Curve

• Prioritization Criteria (i.e., Risk)



Calculating – Infrastructure Gap

$68M



Asset Management, meet Finance…

THE INFRASTRUCTURE FUNDING GAP

• Compare the funding needed for Asset Management O&M and renewal/ 
rehabilitation to the available capacity in the operating budget and capital 
reserves and debt limits – in most cases, there will be a funding gap

• Options to deal with the gap:
• Adjust service levels (but be mindful of higher O&M costs), prioritize, seek 

efficiencies, etc.
• Increase funding in the form of higher property taxes and user fees, 

increased investment income, seek out grant funding
• Increase debt financing (long-term borrowing), which leads to higher debt 

servicing costs



How Asset Management and Finance interact

OPERATING BUDGET

• AM - O&M spending 
estimates

• FINANCE 
prepares the budget, 
and calculates user 
rate impacts

• Challenge: Rate 
affordability, legal 
risks, aging 
infrastructure, 
climate action

CAPITAL BUDGET

• AM - forecast of asset 
renewal, 
rehabilitation and 
replacement

• FINANCE builds 
a capital financing 
plan using capital 
reserves and long-
term financing

• Challenge: tension 
between AM and 
growth

RESERVES and DEBT

• Reserve forecast: 
sources and uses of 
funds, interest 
earnings and reserve 
balances

• Debt outstanding 
and debt service cost 
forecast

• Assess capital 
reserve sustainability 
and debt 
affordability



Where and how Asset Management meets Finance

$

Incremental operating costs (staff, supplies, 
service contracts, utilities, etc.) 

Pay-as-you-go funding for asset 
renewal, rehabilitation and replacement; 

reserves are used as a mechanism to 
smooth impacts of “lumpy” capital 

expenditure

Principal and interest payments for 
significant infrastructure investments over 

future years and users

$

2025-05-15

Capital Budget: New/expanded infrastructure 
for growth; and asset renewal, rehabilitation and 

replacement to maintain SOGR and deliver 
desired levels of  public service;

Land, Infrastructure, Facilities, Furnishings, 
Vehicles and Equipment

Capital Reserves
(Asset Renewal)

+ $ from operating budget
-  $ to finance capital costs
+ $ from investment returns

Operating Budget Expenditure

- Asset operations
- Asset maintenance

- Debt servicing costs
 
- Asset renewal reserve 

contributions

Funding and financing of  capital works

- Grants/subsidies
- Development fees
- External Recoveries
- User rates
       - long term borrowing
 - reserves

Asset Management strategy, policy and 
plan; Work Management and Decision 

Support Systems

Funded by property taxes and user 
rates



Challenges and Opportunities
CHALLENGES FOR BOTH AM and FIN

• Material increases in the cost of infrastructure 
and operating expenses, along with a higher 
cost of borrowing

• Aging assets and declining asset condition
• Climate adaptation and mitigation
• Long term planning is often overlooked as we 

focus on day-to-day matters

TACTICAL APPROACHES

• Build the AM/FIN relationship:
• AM: improve your financial acuity
• FIN: increase your understanding of AM 

principles and data, and the risk of deferring 
renewal work

• Better data (accuracy, consistency, 
management and security) and more of it - one 
source of truth

• Take a risk-based approach to capital budgeting 
using the AM Plan as a key input

• Show stakeholders how data is being used to 
ensure the right work is being done at the right 
time on the right assets at the right cost

• Incremental progress is key – use KPIs to track 
and forecast progress



Technology

PeopleProcess

Data

Enterprise Asset Management 



EXPERT CONSULTING

All the standard choices

Integration



Infrastructure Assets Register, Op/Mtce and 
Capital Planning in ONE place



Assets Register, Op/Mtce and Capital Planning in 
ONE place



Assets Register, Op/Mtce and Capital Planning in 
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Assets Register, Op/Mtce and Capital Planning in 
ONE place



Assets Register, Op/Mtce and Capital Planning in 
ONE place



Assets Register, Op/Mtce and Capital Planning in 
ONE place



Reports & Analysis based on 
a single source of truth



Reports & Analysis based on 
a single source of truth



Reports & Analysis for a one asset, 
one group or a whole class of assets



Assets & Geography deeply integrated



Asset Management Policy & Steering Committee

Top Down



Questions & 
Answers

Ryen Tarbet, FIAM
rtarbet@geiconsultants.com
Cell: 775.560.9909

Craig Dyer, CPA
cdyer.advisory@outlook.com

GEI Canada: canada.geiconsultants.com 
GEI Consultants: www.geiconsultants.com
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