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The Premise

Drinking water is a vital public service 
that needs to be available and 
accessible to all customers today and 
into the future, and having plentiful, 
reliable water helps drive local 
economies

In order to best serve the community, all 
water systems should set priorities



Webinar Objectives

Identify some common water system 
priorities and how these priorities relate 
to serving the community better

Demonstrate one metric (of many!) that 
you can calculate for each priority area



Priority #1:

Appropriate revenue to protect 
public health and to maintain 
infrastructure



Priority #2:

Adequate water supply capacity 
and infrastructure to promote and 
sustain economic development



Priority #3:

Improved efficiency of water use 
by customers



Priority #4:

Maximize the number of 
customers paying their bills



Priority #1:

Appropriate revenue to protect 
public health and to maintain 
infrastructure



Appropriate Revenue

• Day to day expenses of running the 
water system

• Rehabilitation and replacement of 
existing infrastructure

• New infrastructure

• Debt service



Metric 1: Operating Ratio

Annual operating revenue as a percentage 
of annual operating expenses

Annual Operating Revenue

Annual Operating Expenses



Metric 1: Operating Ratio

To calculate this metric, you need:

• Annual operating revenues—from rates, 
fees, penalties, charges, &c.

• Annual operating expenses—including 
salaries, benefits, overhead, utilities, 
insurance, regulatory fees, &c.

• Annual depreciation



Metric 1: Operating Ratio

Where to find this information:

• Audited financial statements





Metric 1: Operating Ratio

Where to find this information:

• Audited financial statements

• Annual budget actuals, internal 
financials, or expense reports



Metric 1: Operating Ratio

Your target:

• Revenues higher than expenses, 
obviously!

• Ideally a ratio of 1.2 or higher



Metric 1: Operating Ratio

$46,901,296

$39,204,317

1.2



Appropriate Revenue

Other metrics to consider

• Debt service coverage ratio

• Cash flow

• Changes in operating expenses over 
time

• Annual capital investment anticipated 
based on asset management plan or CIP



Priority #2:

Adequate water supply capacity 
and infrastructure to promote and 
sustain economic development



Promoting Economic Development

• Residential developments, business and 
industry that are considering locating 
to your community care about 
quantity—how much water you can 
supply them today

• Business and industry care much more 
about water quality if water is part of 
their final product produced



Metric 2: Water Supply Capacity

Your supply is constrained by:

•Withdrawal permit

•Water rights (if applicable)

• Treatment capacity

• Pumping capacity

• Storage capacity

• Drought conditions

• Fire flow requirements



https://mde.maryland.gov/programs/Water/water_
supply/Pages/CapacityManagement.aspx

https://mde.maryland.gov/programs/Water/water_supply/Pages/CapacityManagement.aspx


Metric 2: Water Supply Capacity

Your available supply on your highest day 
of use

Available Supply

Peak Daily Usage

Expected Demand from New Development



Metric 2: Water Supply Capacity

To calculate this metric, you need:

•Maximum daily demand from at least 
the past year

• Capacity of approved new development

• Your permitted capacity, storage 
capacity, pumping capacity, fire flow 
needs, &c.



Metric 2: Water Supply Capacity

Where to find this information:

•Water system operations data

• Permits

•Water rights agreements

•Water purchase agreements



Metric 2: Water Supply Capacity

Withdrawal Permit Limit 760,000 gpd

Water Source Capacity 2,000,000 gpd

Treatment Capacity 1,000,000 gpd

Pumping Capacity 1,000,000 gpd

Storage Capacity 1,440,000 gpd

Maximum Daily Treated 677,000 gpd



Metric 2: Water Supply Capacity

Your target—it depends!

• You may have a specific potential 
customer in mind (keep in mind having 
reserve capacity)

• You may want to understand what level 
of additional water use you can support 
today



Metric 2: Water Supply Capacity

83,000 gpd

760,000 gpd

677,000 gpd

0 gpd



Metric 2: Water Supply Capacity

250 gpd

299 EDUs

74,700 gpd



Economic Development

Other metrics to consider

•Water pressure at available lots

• Revenue per square foot or per acre 
based on type of development

• Trends in business and industry in your 
community based on North American 
Industry Classification System (NAICS) 
code



Priority #3:

Improved efficiency of water use 
by customers



https://www.awwa.org/Resources-
Tools/Resource-Topics/Water-Loss-Control

https://www.awwa.org/Resources-Tools/Resource-Topics/Water-Loss-Control


Efficient Customer Use

• Your water supply, or treatment 
capacity, or storage capacity, or 
permitted allowance is limited, and 
you want to encourage conservation

• You have more water than you know 
what to do with, and you want to 
encourage additional consumption



Metric 3: Discretionary Water Use

•We all need a certain amount of water 
to live on, and a certain amount more 
to live comfortably

• Beyond that can be considered 
discretionary use—irrigation, pools, hot 
tubs, water features, and leaks



Metric 3: Discretionary Water Use

Percentage of customers where their 
usage in one billing cycle per year is at 
least twice their minimum billing cycle 
usage

Customers with a relatively high usage

Total Customers



Metric 3: Discretionary Water Use

To calculate this metric, you need:

• Customer usage records for at least 
year, broken out by billing period

• A good spreadsheet



Metric 3: Discretionary Water Use

Where to find this information:

• Your billing software or customer 
records



Metric 3: Discretionary Water Use

Your target—it depends!

• If you want to promote conservation, 
you want this number to be low

• If you want to promote water 
consumption, you want this number to 
be high



Metric 3: Discretionary Water Use

417

611

68%



Efficient Customer Use

Other metrics to consider

• Non-Revenue Water

• Percent of billing periods that are 
relatively high usage

•Water likely consumed outside

•Water likely lost to customer-side leaks



Priority #4:

Maximize the number of 
customers paying their bills



Maximize Bill Payments

• Limit the number of customers who are 
not paying their bills each billing 
period, for whatever reason

• Increase cash flow by lowering the 
arrearage rate



Metric 4: Habitual Non-Payers

•Most customers pay their bills regularly 
and on time

• Some customers occasionally miss a bill 
payment, for legitimate reasons, bad 
reasons, or dumb reasons

• A few customers habitually do not pay 
their bills, in part or in whole



Metric 4: Habitual Non-Payers

Percentage of accounts in arrears that 
come from customers who habitually 
have issues paying their bills on time 
and in full

Number of Habitual Non-Payers

Total Customers



Metric 4: Habitual Non-Payers

To calculate this metric, you need:

• Customer billing records for at least 
year, broken out by billing period

• A good spreadsheet



Metric 4: Habitual Non-Payers

Where to find this information:

• Your billing software or customer 
records



Metric 4: Habitual Non-Payers

Your target—as low as possible!

• These customers are never good for 
your water system

• If the number seems high, work to get 
it lower over time

• Keep in mind that customers who have 
set up payment plans to catch up will 
be captured here



Metric 4: Habitual Non-Payers

28

241

12%



Maximize Bill Payments

Other metrics to consider

• Amount in arrears compared to total 
annual revenue

• Customers on social safety net 
programs

• Affordability at the 20th percentile

• Bills in terms of hours of minimum 
wage labor



www.waterfinanceassistance.com

http://www.waterfinanceassistance.com/


Thank You!

Glenn Barnes

Director

Water Finance Assistance

glenn@waterfinanceassistance.com

617-388-4404

@h2oFinance

www.waterfinanceassistance.com

mailto:glenn@waterfinanceassistance.com
https://twitter.com/h2oFinance
http://www.waterfinanceassistance.com/

