Financing Resilient
Infrastructure

Managing Risk, Debt, and Climate Accountability
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The Infrastructure Reckoning

Across the United States, state and local governments are confronting an
uncomfortable reality: much of the infrastructure that underpins daily life is aging
faster than it is being replaced.

Roads, bridges, water systems, public buildings, transit networks, ports, and
stormwater systems built decades ago are reaching the end of their useful lives.
Deferred maintenance, historically postponed in favor of balancing budgets in the
short term, is now surfacing as emergency repairs, service disruptions, and public
safety concerns. Add intensifying climate events — flooding, wildfires, extreme heat,
and storms — and the cost of inaction grows exponentially.

For public-sector CFOs and finance leaders, infrastructure investment is no longer
simply a capital budgeting exercise. It is increasingly a matter of fiscal resilience.

Infrastructure spending represents both:

> A long-term investment in > Asignificant fiscal exposure
economic competitiveness and when assets fail prematurely or
community well-being require emergency replacement

Historically, capital planning often prioritizes initial construction costs.
Maintenance funding has been frequently deferred during economic
downturns, creating hidden liabilities that accumulated off the
balance sheet but eventually surfaced as crisis spending.

Today's finance leaders must shift the conversation.
The question is no longer, “Can we afford to build resilient
infrastructure?” but rather, “Can we afford not to?"

Deferred maintenance is
not savings; it is simply
borrowing from the future
at a much higher
interest rate.
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Financing the Future Responsibly

Infrastructure financing strategies must now balance
affordability, sustainability, and resilience.

Finance leaders must weigh multiple funding tools:
Traditional debt financing

Federal and state grant programs

Public-private partnerships (P3s)

Dedicated user fees or special revenue sources
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Innovative financing instruments

Managing Debt Capacity

Debt remains a primary tool for infrastructure funding, but

debt affordability is limited. Government CFOs must evaluate:

Debt service as a percentage of revenues
Revenue volatility risks
Exposure to fluctuation in interest rates

>
>
>
> Long-term pension and OPEB obligations
> Capital pipeline demands

>

Obtaining adequate insurance coverage

Issuing debt for infrastructure that fails prematurely due
to inadequate resilience or maintenance planning simply
compounds fiscal risk.

Sound practice requires aligning debt maturities with asset
life and making sure maintenance funding is embedded in
financial planning.

Leveraging Federal Grants and Programs

Federal legislation has created unprecedented infrastructure
funding opportunities; however, grants rarely cover total
project costs and typically require:

» Matching funds

» Compliance reporting

> Long-term asset performance tracking

>

Equity and environmental accountability

Grant-funded infrastructure still requires long-term operating
and maintenance funding from local budgets.

Public-Private Partnerships (P3s)

P3s can accelerate project delivery and shift certain risks to
private partners, particularly for:

» Toll roads and transportation assets

» Broadband expansion

» Energy and utility projects

>

Campus or municipal facility development

Yet funding from P3s is not free money.

Governments must carefully structure agreements for:
» Fair risk transfer

» Transparent pricing

> Public accountability
>

Long-term fiscal sustainability

CFOs play a critical role in evaluating lifecycle costs and
contract obligations over decades, not just project launch.
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Lifecycle and Risk-Based Asset Management

Resilient infrastructure financing requires shifting from short-term capital decision-making in
favor of longer-term planning and lifecycle cost analysis.

From Construction Cost to Total Cost of Ownership

Traditional procurement is often rewarded with the lowest bidder.
Yet cheaper designs frequently generate:

Higher maintenance costs

Increased failure risk

Shorter asset life
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Higher total long-term cost

The most expensive
infrastructure project
Construction is the one that
Maintenance fails unexpectedly.

Long-term planning and lifecycle cost analysis incorporates:

Rehabilitation
Replacement

Operating costs
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Failure risk

Resilient design often costs more initially but dramatically lowers long-term fiscal exposure.

Lifecycle Cost Comparison (Illustrative)

Approach Initial Cost Maintenance Cost Failure Risk 30-Year Total Cost

Traditional Design Highest

Resilient Design Moderate Lowest

Risk Scoring and Investment Prioritization

Lead]ng governments now apply risk Scor]ng models to Investments are then Prioritized based on risk reduction,

infrastructure decisions, evaluating assets based on: not political or geographic preference.

» Probability of failure » Public safety exposure Finance leaders must integrate asset conditions and risk data
. o . - into long- ital f .

> Service criticality » Climate vulnerability Into fong-term capital forecasts

» Economicimpact » Replacement cost
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Climate and Sustainability Considerations

Climate risk is no longer theoretical — it is financially measurable.

Flooding, heat stress, wildfire exposure, and extreme weather events are shortening

infrastructure life and increasing repair costs.

Integrating Climate Risk Assessments
Modern capital planning increasingly incorporates:

Floodplain and sea-level projections
Heat resilience standards
Storm intensity modeling

Drought and wildfire risk
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Insurance market signals

Projects ignoring climate exposure risk becoming stranded or requiring
early replacement.

Green Bonds and Sustainability-Linked Financing
Capital markets increasingly reward sustainability investments through:

» Green bonds
» Climate bonds
P Sustainability-linked financing

Benefits may include:

» Expanded investor demand
> Favorable pricing terms

> Alignment with ESG investor priorities

However, such financing requires credible
sustainability \metrics and transparent reporting.

Compliance and Reporting
Requirements

Infrastructure funding now carries
expanded accountability expectations.
Federal programs often require
reporting on:

Equity and community benefits
Emissions reductions

» Workforce and procurement
standards

» Project performance metrics

Finance teams must collaborate with
engineering, sustainability, and grants
management teams so that reporting
systems capture required data.
Noncompliance risks could potentially
consist of funding clawbacks or future
grant ineligibility.
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A Practical Scenario:
A Resilience Index in Action

One state government recently
implemented a “Resilient Infrastructure
Index” to guide capital decisions.

Each project receives scores based on:

Asset condition
Service criticality
Climate exposure

Economic impact
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Community vulnerability

Projects with the highest risk reduction
benefits receive funding priority,

even when initial construction costs
are higher.

Over time, this approach created savings
because it has reduced emergency
repairs and stabilized capital spending,
improving both fiscal predictability

and infrastructure performance.

Infrastructure Financing and Resilience Readiness Checklist

for Finance Leaders

Finance leaders should ask the following:

CAPITAL PLANNING

» Do capital plans incorporate
lifecycle costs?

» Is deferred maintenance
quantified and prioritized?

FUNDING STRATEGY

» Are funding sources diversified?

» Is debt aligned with the
asset life?

RISK ASSESSMENT

» Are assets risk-scored
and prioritized?

» Isclimate exposure evaluated?

COMPLIANCE &
REPORTING

» Can required federal reporting
data be produced reliably?

» Are controls in place for
grant compliance?

SUSTAINABLE FINANCE

» Have green or sustainability-
linked financing options
been evaluated?
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Resilience as a Fiscal Responsibility

Infrastructure resilience is not merely an
engineering objective — it is a fiscal responsibility.

Every infrastructure failure avoided prevents
emergency spending, service disruption,

and public trust erosion. Investments that
incorporate resilience, lifecycle costing,

and climate considerations protect taxpayers
and stabilize long-term budgets.

For finance leaders, the mandate is clear:
a sustainable approach to infrastructure
financing is not optional — it is central to
sound financial stewardship.

The communities best positioned for the
future will be those whose finance leaders treat
infrastructure not as a cost to decrease,

but as an asset to protect.

How BDO can help

BDO State and Local Government practice helps governments and communities
thrive. Contact us to learn how we can support you through a comprehensive,
proactive, and tailored approach.

For more information on our service offerings, visit bdo.com/governments
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https://www.bdo.com/industries/state-and-local-government
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