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Ratios and Indicators Used to Evaluate Utility Performance

Training on Water Utility Finance (April 11, 2016 – April 13, 2016)
Session 4: Measuring Performance of Water and Sanitation Utilities

Indicators in bold are covered in presentation

	Indicator
	Definition
	Comment

	Topic: Coverage

	Water coverage
	population with water service/population in service area
	

	Sewerage coverage 
	population with sewerage service/population in service area
	

	Service density ratios
	number of connections/ service area (sq. km)
number of connections/ divided by length of distribution network (km)
	May explain differences when comparing utility performance

	Topic: Water Quality

	Transparency of data on water quality
	Is drinking water quality data published?
Independently verified?
Does water quality meet standards?
	

	Topic: Service Quality

	Reliability
	Average hours of service per day
	

	Sufficiency
	Average residential consumption (Lcpd)
Liters of production per person in service area per day (lcpd)
	

	Capacity of utility’s storage to meet any emergencies
	Storage available for emergencies/average daily flow
	

	Topic: Customer Service

	Customer complaints
	Complaints/customer
	

	Response time to customer complaints
	Average response time (days)
	

	Affordability
	Percent of income spent on water (data from household surveys)
Standard “basic needs” bill / household income
Standard “basic needs” bill / household GPD
Basic needs = 50 lpcd x number of people in household
For this, work out bill from tariff schedule for that quantity
	

	Topic: Operating Efficiency

	Average operating costs
	Operating costs/volume of water billed
	

	[bookmark: _GoBack]Non-Revenue Water
	(total water produced – total water billed)/total water produced
NRW/connection/unit of time (day)
	Best, if possible, to split between losses due to leakage and commercial losses
Direct impact on operating costs of a utility as well as operating revenues
Reduction in NRW can lead to an extension of time required to increase production capacity (e.g., reduce CAPEX requirements)

	Collection efficiency
	Cash collected from customers/billings from customers
Days of receivables
(Total receivables/total revenue) x 365
	

	Labor productivity
	Number of employees per 1000 connections
	Must be applied carefully to take into account unique characteristics of each utility 
Connections can be water, sewerage or total of both – be consistent in use

	Average compensation per employee
	Total staff costs/number of employees
	When comparing across time, must ensure that total compensation is in real terms (e.g., adjusted for inflation or in US$)
Compensation that is above or below average can offset level of labor efficiency (e.g., performance of a utility with low labor efficiency will not be as adversely affected if it low average compensation)

	Topic: Financial Performance

	Operating cost ratio
	Operating revenue/operating costs
	

	Debt service ratio
	EBITDA/ Total debt service (interest and principal)
	Indicates the ability of the utility to pay debt service from operations
Ratio of 1(one) means that utility can just meet debt service requirements

	Cash Flow Coverage 
	Cash flow from Operations/ Total debt service (interest and principal)
	Indicates the ability to pay debt service from cash flow from operations

	Fixed assets per connection
	Gross fixed assets/connection
	

	Composition of billed water (in cubic meters) by tariff class
	Billed water (in cubic meters) for each tariff class/total billed water
	

	Average water billed per day per tariff class
	Total water billed/365
	

	Average tariff (for each tariff class
	Billed revenue/total billed water in cubic meters
	

	Composition of consumption by tariff class
	Billed water in cubic meters (for each class)/total billed water in cubic meters
	

	Average demand (by tariff class)
	Average monthly billed water in cubic meters (average number of billed customers for tariff class)
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