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INTRODUCTION 

THE IMPORTANCE OF PERFORMANCE MEASUREMENT' 

Today there is renewed emphasis on performance measurement, both in private industry and the 
public sector. In addition to stressing more practical applications of traditional performance 
measures, this new emphasis focuses on performance indicators which are less financial in nature. 
These "~lew" indicators are designed to support organizational strategies, not just short-term goals. 
and they measure actual effectiveness and quality of services and operations to the internal or 
external "customer." 

Why is perforinance measurement important? Why this new emphasis? The motivating force is 
the greater competitive nature of the global economy, and specifically in the public realm, the 
tighter fiscal policies of international agencies and national governments around the world. In the 
private sector, companies cannot afford to waste resources in their struggle for survival in the 
marketplace. Performance measures allow them to determine whether they are working 
consistently towards their organizational mission, how well they are meeting the needs of their 
clients, and how productive they are. The motivation in the public sector is not very different. 
Today, government agencies all over the world are under treme6dous pressuse to cut back on 
spending, and their "customers," or citizens. are more and more skeptical and demanding. 
Therefore, government officids must b v e  sound information on theLr financial standing as well as 
on the effectiveness and efficiency of existing services so that they car! ma! wvmd decisias ir! 
sapport of programs and policies. 

This paper focuses on performance measurement in local government. Its goal is to assist local 
government officials increase their understanding of both the importance of performance 
measurement and the application of some key indicators that will improve financial and 
progammatic management. Once able to effectively measure performance, local government 
officials will be better equipped to make effective fiscal. administrative and policy decisions. 

P E R F O - m N C E  M_IERSLrRE-MENT CAN HELP LJKAL W V E B N M E N T S  

Setling and tracking clex p e r f m n c e  goals is \ltal to effective admhi.stmtion and management. 
Performance mawremmt is a tool by which a government can ~ c c e s s ~ l y  manage its financial 
condition as weI! as better perfarm the planning, program management and tmdgeting functions. 

Financial Condition: In much the same way that corporations use financial ratios and indicators to 
gain important insight into the health of their enterprise and ways to impove it, local governments 
can use similar financial ratios. Carefully tracking key financial indicators can alert administrators 
and policy makers to potential probierns and trends before a crisis is upon them. Solid financial 
condition and management is vital to any local government as it attempts to consistently meet the 
needs of its citizens, as well as in its attempts to seek capital financing of any kind. 

Planning: Performance measurement can improve the planning process by providing administrators 
with information on the effectiveness of existing programs and services, as well as important 
insights into the needs and concerns of citizens. This information is very useful in designing and 
adjusting programs and program objectives. It is very advantageous to initiate a program with a 
clear idea of what aspects of performance will be measured and what defines success. 



Program Management: Performance goals and measures can improve a program manager's ability 
to set directions, reallocate resources and staff, and set priorities. The use of performance 
measures alerts the manager to problems and allows them to be addressed quickly, improving 
program performance and implementation. 

Budgeting: In  budgeting, resources are allocated to different purposes. In order to ensure that the 
objectives and goals of a local authority or program are met, this allocation of resources should be 
tied to performance. This is especially important in the present atmosphere of financial constraint. 
When the allocation of funds is based on performance, authorities are able to make informed 
decisions and rational trade-offs between programs and services. 

Performance measurement is vital to good public administration. In addition to tracking and 
ensuring a solid financial situation through which a government can consistently meet the needs of 
its citizens, performance measurement can also improve the effectiveness and efficiency of 
governmental programs and services. In the evaluation of programs and services, performance 
indicators are most effective when agreed upon in the planning phase, before a commitment of 
resources is made. During the implementation phase, the tracking and analysis of indicators is an 
excellent management tool. Finally the budgeting function is greatly rationalized and clarified 
through the use and attention to performance measures. 

THE LIMITATIONS OF PERFORMANCE IMEASUREMENT 

Effective performance measurement is not without its costs. h p l e m d n g  a system of measuring 
financial condition, administrative productivity and service effectiveness takes time and money. 
Performance indicators require Oata collection and analysis. Additionally, some indicators can be 
misleading. A performance measure that simply tracks the amount of work accomplished does not 
provide any indication of the quaIity or effectiveness of the work performed. For example, an 
increase in the number of repairs made to a system may not be an indication of improved 
efficiency. It may be that work crews are simply working more overtime. Therefore, when 
considering a system of p r r f m c e  measurement, it is necessary for key officials to evaluate and 
discuss which indicsms make sense for their jrrrisdicticn and develop a viable implementation 
plan. Finally, measuring perfomme is only half 'h Gory. MET measurements have been 
documented, policy mdims and administrators rrms't evaluate the =s;ults z~ci i m p l a n t  changes 
based on the findings. Performance measures are only too!s, n-ot sollltians. 

HOW THIS GUIDE IS O;R-GANZZED 

Local governments need to track performance in two key categories: 
financial condition; and, 
servicelprogram efforts and accomplishment. 

This paper is divided into two sections. The first section focuses on how local governments can 
use financial indicators and ratios to evaluate and manage their financial well-being. The second 
section deals with how local governments can use performance indicators to evaluate the quality 
and efficacy of their programs and services. 
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1 SECTION I: 

Evaluating Financial Condition 

I .  
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EFFECTIVE FINANCIAL MANAGEMENT 

Effective financial management is always important in local government, but it becomes even more 
critical in times of tight fiscal policy and inflation. In such times, intergovernmental funds are 
usually harder to obtain, as are sources of credit; additionally, citizens are more skeptical about 
payment for services. 

Money is constantly moving in and out of local governments, and the mix of the various sources 
and destinations of these funds is constantly changing. Controlling the mix of these sources and 
uses in accordance with a pre-determined plan is the essence of financial management. 

Financial management for a government includes the following five basic steps: 

1 .  Establishing the goals and objectives of the government 
2. Defining how success in meeting these goals and objectives will be measured 
3. Creating a plan for obtaining the funds needed to meet these goals and objectives 
4. Allocating the money to the various assets and programs of the government while keeping the 

goals and objectives in mind 
5. Tracking results based on the defined success criteria and making necessary decisions based on 

these measurements 

GOALS OF LOCAL GOVERNMEATS 

For the most part, local govehments are not pmfit ~ e n t e d  entities, Tiley should, however, seek 
the highest return on their investments and the greatest possible impact from their expenditures. 
Although not exactly the same as m a x i d i o n  of profit, these are certainly closely related goals. 
The objective of local governments incIude: 

.I Effectively meeting the needs of its citizens 

.I Maximizing return on assets 
.c M M n g  impact of ~~ 
* ~ ~ m i z l n g  cost of services 
+ Following equitable hiring and permel practices 
* Having concern for social and enviromnmtal factors 

Solid financial management is essential in order for local governments to regularly meet these goals 
effectively. 

FIXA NCIAL RATIOS AND INDICATORS FOR LOCAL GOVERNMENTS 

In general, the ratios used in the analysis of corporate financial statements can be applied to the 
financial statements of local governments. Computing and studying these ratios can be a useful 
means of understanding governmental financial condition. Some of the profitability ratios do not 
directly apply to local governments since they do not seek a profit. They do, however, apply to 
public enterprises which are often revenue generating profit centers. 

Of course, financial ratio analysis assumes the use of accurate accounting methods and the 
production of financial statements. The discussion and sample ratio calculations that follow are 
based on the financial statements for the Waqtewater and Water Operations of a fictitious U.  S . 
county government (see Figures 1 and 2 on pages 18 and 19). These statements cover the three 
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year period from 1993 to 1995, and although generated specifically for this discussion, these 
statements are based on those of actual public enterprises. The discussion is focused on public, 
revenue generating enterprises; however, many of the ratios can be applied to local governments as 
a whole. 

The ratios identified are very basic, yet cover a broad spectrum of important financial 
characteristics. They are arranged into the following categories: liquidity, debt and debt coverage, 
return and investments, revenue analysis, and operating and administrative efficiencies. The 
calculation and a discussion of the significance of the ratios follow. The analysis of the trends 
exhibited over the three years of the financial statements is a very important part of this discussion 
since benchmark or median figures are not well established for government finance. 

This analysis is by no means exhaustive. It simply identifies some of the key ratios that can be 
used to evaluate the fiscal health of local governments and enterprises. A listing of the ratios and 
their calculated values can be found in Figure 3 on page 20. 

A. Liquidity is a measure of the availability of assets that can be readily converted into cash in 
order to meet short-term obligation. Sufficient liquidity is critical to any operation. Poor liquidity 
indicates that short-term obligations associated with day-to-day operations cannot be met. It also 
indicates that the ability to cover debt service could be limited. 

1. Current Ratio (Current Assets to Cummt Liabilities) 

The Current Ratio is the M o h p  between current assets and c u m t  liabilities, and it roughly 
iadicates the ability to meet short-term financial obligations. 

Current Ratio = Cment Assets 
Cwmt Liabilities 

A ratio of 2.0 o-r bettw is g d l y  accepted as a good level of liquidity. In &.a words, for every 
dollar of short-term IhHty hex two dol!ars of cash or convertible assets to cover t h e n  For a 
@lit enterprise a d o  af 1.5 ray be d q u a t e  due to its predictable cash k fbws  from self- 
established wer fees. 

lade County's Wastewater O@an kas a positive trend in its current ratio- 

This steady positive trend indicates good management of short-term resources and obligations. 
The Wastewater Operation is in a good position to meet short-term demands. 

The Water Operation's Current Ratio has been relatively volatile: 

Water Operation: 
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The dramatic drop in 1995 was largely due to a increase in current liabilities in the form of 
approximately $2.5 million in new contracts payable. The 1995 ratio value of 1.79 is still 
acceptable, but attention should be paid to the dramatic changes in the ratio and their causes. 

In comparing the two enterprises it should be noted that the Water Operation has much higher 
levels of current assets and, until 1995, its current liability levels were comparable to those of the 
Wastewater Operation. This accounted for its much higher current ratio figures in 1993 and 1994. 
This positive indication of liquidity for the Water Operation is, however, somewhat offset by its 
apparent lack of control over its short-term resources. The lower, more stable, and steadily 
increasing ratio figures for the Wastewater Operation may be more desirable. 

2. Caslz to Debt Service 

The ratio of Cash to Debt Service gives a general indication of how able an entity is to handle the 
obligations of its indebtedness. It compares service on debt to the readily available, liquid cash 
assets. The ratio indicates how many times cash assets could cover the service due on the 
enterprise's debt. A ratio of at least 2.0 is recommended in industry; however, due to the fact that 
public enterprises generally do not seek as large profit margins as private enterprises, a ratio greater 
than I .O is a good indication for government. 

Cash to Debt Service = Cash 
Debt Service 

-NO=: In all ratios involving Debt Service, Debt Service is d&m& as irrterest eqenditure plus 
princJpal paid. 

Wastewater Operation: 

The Cash to Debt Service ratios for Jack County's Wastewater Operatian d~ not exhibit any trend. 
Over the. last tbx years it has remained above 1 .O, indicating t h  a s h  resaves have maintained at 
a kvel of at least one doIlar for every dollar of debt service due. MAnMng  a ratio value greater 
than I .O in 1995, despite a dramatk increase in indebtehess arrd debt service. M C ~ S  that the 
investment of borrowed resources resulked in greater cash ha.1.mces. 

The Water Operation's Cash to Debt Service ratio is lower, indicating a liquidity problem. With a 
ratio of less than 1.0, a potential investor would worry that the enterprise may not be able to meet 
its debt obligations regularly. The increasing trend is, however, a good sign. A comparison of the 
two enterprises definitely indicates that the Wastewater Operation is in a much better position to 
meet its short-term debt obligations. 
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3. Cash to Debt Service Plus Operating Expenditures 

The Cash to Debt Service Plus Operating Expenditures ratio indicates not only the ability to meet 
short-term debt service obligations, but day-to-day operating costs as well. A ratio of 1.0 or 
higher would be sought in industry, again however, given the nature of public enterprises, a 
somewhat lower ratio may be expected. 

Cash to Debt Service Plus Operating Expenditures = Cash 
Debt Service + Operating Expenditures 

Wastewater Operation: 

Water Operation: 

The'Jade County financial statements indicate that both enterprises cash reserves only cover 
between 20 to 40% of their debt smviee and operating expenditures. Also, both are showing a 
steady positi-ve trend in improving this ratio. 

B. Deb4 and Debt Coverage ratios indicate the level of indebtedness and the ability to meet 
the service or interest on this debt, These measures relate debt or debt service to assets and to 
inflows of revenue as well as give an indication of the proportion of expenditures that go towards 
debt coverage. 

1. Net &ve-rrua (Deficit) fu CurrentLiabl7ifies 

This ratio indicates what level of the current 1.iabilities or obligations of the enterprise are covered 
by n& revenues. In a strictly private, for profit venture a ratio of at least 1.0 would be 
recommended. In a public enterprisq with its limited ability to seek h g e  profits, the expected 
ratio may be lower and more emphasis foeused on ensuring a positive or inmasing trend. 

Net Revenue (Deficit) to Current Liabilities = Net Revenue 
Current Liabilities 

Wastewater Operation: 

Water Operation: 
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It is important to note that the Wastewater Operation's overall deficit in 1993 resulted in a negative 
ratio. Determining the significance of a negative value is difficult. In this case, it is enough to 
know that a negative ratio indicates a net loss for the enterprise. The Wastewater Operation does 
exhibit, however, a positive trend. This signifies that the enterprise's revenues are outpacing its 
short-term obligations. The Water Operation is not showing a positive trend. Additionally the 
ratio indicates a relatively small pelcentage of coverage of current liabilities by net revenue; less 
than 114 of the short-term liabilities are covered. 

2. Debt Ratio (Total Liabilities [Current Liabilities plus Long-Term Debt] to Total Assets) 

Debt Ratio = Total Liabilities 
Total Assets 

This is perhaps the most common ratio used to measure the level of indebtedness in private and 
governmental financial analysis. In general, creditors like to see a lower ratio because this 
indicates that the enterprise is in a good position to meet its obIigations to them in the case of 
liquidation. A ratio of 0.50 means that 50% of the enterprises financing is supplied by creditors. 
This is viewed as a very safe financing situation. A decreasing trend in the ratio indicates that the 
enterprise owns more and more of its assets outright. A Debt Ratio value of 75% is still 
considered to be a comfortable debt position. but a r d o  at this level does raise the need for solid 
~czipml investmmt planning in order to prevent a more highly indebted or leveraged position. As 
the rat i~ approaches the 0.75 figure, it will b e c m  m e  diffkult for m enterprise to bomw 
money. Zf the ratio increases higher to the 0.80 level, management is risking subjecting the 
n;terprise to dangerously high leveraged positior; 

Wastewater Operation: 

An&jsis of the ldance sheet fur the Wastewakr O.peratim shows an increasing t d  in its Debt 
Ratio. l 3 . i ~  Indicates thzt the enterprise heen incmsing its level of debt and thus more ~f ifs 
assets are leveraged, The decision to borrow a significant amount of money in 19-95 has pushed 
the Debt Ratio over the 50% level. Management should be cautious in pIans to take on more debt. 

The level of indebtedness for the Water Operation is higher than that of the Wastewater Operation. 
There is no obvious trend, however the level of indebtedness is high. The ratios indicate that on 
average 75 to 80% of its financing for the operation comes from creditors. Creditors and investors 
would be concerned with this condition, and it is unlikely that the Water Operation could borrow 
money at a reasonable rate. 

3. Totul Long-Term Debt to  Total Fund Equity 

Total Long-Term Debt to Total Fund Equity = Total Long-Term Debt 
Total Fund Equity 
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Equity represents the funds the government has invested in their own enterprise. Comparing this 
internal long-term investment financing with the long-term investment financing obtained from f outside creditors is another measure of the extent to which the enterprise is leveraged. In the public 
realm, benchmark figures are not well established, and therefore, the trend analysis of the ratio is 
very important. An increasing trend indicates that a greater proportion of the of the long-term 

) financing is coming from outside creditors. Anytime the ratio exceeds 1 .O, long-term debt 
financing exceeds equity. 

I Wastewater Operation: 

1993: $ 2.265.220 = 0.30 1994: $ 2,797.986 = 0.32 1995: $ 8,546.789 = 0.93 
$ 7,659,664 $ 8,689,423 $ 9,220,763 

In the case of the Wastewater Operation the ratio appears to have been stable at around 0.30 (long- 
term debt equal to 30% of fund equity). However, taking on of a substantial amount of debt in 

I ' 
1995 caused the rdtio to jump up toward the 1.0 level. This analysis indicates that the enterprise 
should be cautious concerning further debt financing at this time, unless additional debt would be 
used to finance projects or improvements likely to produce significant increases in net revenue. 

I Water Operation: 

It is clear from the ratios above that thz Water Operdon is leveraged to a considerable extent. 
Long-term debt financing greatly exceeds equity financing. However, the substantial increases m 
1995's position would permit additional liability on the part of the enterprise. Poor performance in 
terms of equity loss during 1994 may have been due to an unusual event such as theft or 

1 unexpected replacement of a major k e d  asset. 

4. Net Revenue to Deb? Service 

1 This ratio indicates the abiIxty of tk enteqxiise to isise revenues to pay off the sen-fce m its debt 
Creditors and potential creditan will lo& &I this d o  to help rhem determine the risk inherent in 
investing in the enterprise. A ratio of 2.0 is desired in private business. For a public enterprise, a 1 ratio in excess of I .O (net reverwe greater than debt service) is a more realistic benchmark. And 
once again, the analysis of m d s  in the ratio is very useful. 

Net Revenue to Debt Service = Net Revenue 
Debt Service 

Wastewater Operation: 

I 1993: I$ 231.807)= -0.63 1994: $ 865.749 = 1.96 1995: $ 1,520,645 = 0.93 
$ 366,113 $ 442,593 $ 1,636,697 

t 1993's deficit results in a negative ratio. As mentioned above, it is difficult to analyze the 
significance of a negative ratio, other than that a negative value indicates a net loss and, therefore, 
an inability to meet obligations. In 1994 the ratio increased considerably due to a significant jump 
in net revenue, and in 1995 the decrease in the ratio reflects the enterprise's increased level of debt. f However, this investment in 1995 seems to have paid off by almost doubling net revenue. 
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Water Operation: 

Once again the poor debt position of the Water Operation is apparent. Its net revenues are far 
below its debt service obligations. The trend is positive, yet the ratios remain far below an 
advisable level. 

5. Operating Revenue to Operating Expenditures plus Debt Service 

Oper. Rev. to Oper. Expenditures plus Debt Service = Operating Revenue 
Oper. Expenditures + Debt Service 

This ratio measures the ability of the enterprise to cover its operational costs and debt service solely 
with operating revenue. A ratio of 1 .O indicates that revenue from operations exactly equals the 
sum of the costs of the operation and the obligations on debt. Any value below 1.0 indicates a 
shortfal-l in revenue to cover these expenditures. Again, lenders of money would be wary of 
investing in an enterprise that cannot generate the revenue need to cover these costs because of fear 
that the debt service obligations of the entity will not be consistently met. In fact. in credit andysis 
for revenue bond issuance in the U.S., a ratio of 1.3 or better for tlx pjeckd w h  fiows of a 
proposed project or bond issue is considered an indication of fmancid s ~ n g t k  A rztio of i .O or 
just over .O irrdicates the ability to meet - but only to meet - a n t i m e d  expenses including debt 
service with a n i i w e d  operating revenues. Such a ratio permits littk acchlddm of reserves or 
coverage in the event of financial difficuIty of even a minor nature. 

Neither the Wastewater nor Water Operation has ratio values of 1.0 or greate~. ??7edore, b ~ t h  are 
not generating enough revenue from their operations to cover operating expenses plus debt service. 
Howeva, both axe exhibiting overall positive trends. 

C. Return and Investment ratios measure how efficiently physical and cash assets are being 
used or invested. The expected return on assets or equity is often the most critical factor in a 
capital investment decision. These ratios are also an excellent means for evaluating the decision 
making and management of a local government. 

1 .  Return on Assets (Net Revenue to Total Assets) 

Return on Assets (ROA) = Net Revenue 
Total Assets 
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The ratio of Net Revenue to Total Assets indicates how much every dollar of assets earns for the 
enterprise. This is very important to a potential investor. When faced with numerous options for 
investing their money, investors must evaluate the earning or interest generating capacity of these 
options. It is often advisable to compare the return on assets for an enterprise with the current 
lending rate or the interest rates being offered by financial institutions, since these will be 
competing for the same investment dollars. 

Wastewater Operation: 

Water Operation: 

The Wastewater Operation's "earning" power is on a steady increase and is significantly higher 
than that of the Water Operation. For every ddlar of money invested in assets of the Wastewater 
facility in 1995. $1.08 was returned; an 8% return. This compares to only a 2% retrrrn for the 
Water Uperation- When faced with a choice of investing m either of the two operations, it appears 
from this ratio tha: the Wastewater Operation is the better investmnt. 

2.  Return on E q e N e t  Reveenue to Total F d  Eqw'ty) 

Return on Qurty (ROE) = Net Revenue 
Total Furrd Equity 

ROE is another rare that indicates the "earning-power" of an entity. Ps describe$ above, eqmty is 
the inremid in~estment d e  by the g o t r m r u t  in ip own pro,orams a d  enterprises, 
G o v e m e n t  too, is lookmg fm a good return on its i-nvestmert Ttrjs is espeeldly important for 
enterprises or revenue generating activities of govenrmenr. 

Wastewater Opd-bn: 

Water Operation: 

The ROE figures for both operations are higher than their ROA figures. This should be expected 
since the debt to equity ratios indicated that both operations rely more on debt financing than equity 
financing. Still, the Wastewater Operation is a more attractive investment based on its higher 
returns. 

The ROE also indicates whether the financial position of the enterprise may be improved by 
borrowing or issuing debt in comparison with self-financing, which depletes equity. If credit can 
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be obtained at a rate lower than the annual ROE, more is to be gained by borrowing than by using 
equity reserves. The reverse of this is also true. If the rate at which credit can be obtained is 
higher than the annual ROE, the enterprise has more to gain by using its equity reserves for making 
the investment. 

3. Cupital I~~vestment to Total Fixed Assets 

This ratio is an indication of how much the enterprise is investing in its future. It represents the 
proportion of the fixed assets which offer long-term benefits in the form of buildings, 
infrastructure, equipment, and other productive capital equipment. The trends of this ratio should 
be tracked. A rising ratio indicates an increased acquisition of productive capital assets relative to 
other fixed assets such as vehicles and office equipment. This suggests a likelihood of improved 
returns on assets. Generally, an enterprise would seek a ratio value of 0.75. In other words, for 
every four dollars invested in fixed assets, three would be spent on productive capital assets. 

Capital Assets to Total Fixed Assets = Capital Investment Expenditures 
Total Fixed Assets 

1993: $ 4.987.721 = 0.57 1994: $ 5.250.233 = G S 7  1995: $1 0.880.736 0.75 
$ 8,750,388 S 9.210.935 $14,507,645 

The PY'&ewater Operation clearly made a significant invatmen1 m its productive capacity in 1995. 
This migbt explain its dramatic improvement in operating ~Yfcieixcy and revenue. With the $5.0 
investment in capital equipment, the proportion of capital equipment to total fixed assets is at an 
~~k level. 

Water Opexztkn: 

The Wakr Opdc~r , ' s  d o  has remained relatively high over the three year period and is showing 
an kxeasing trend This increased investment in c+ assets may account for its improving 
operational pr&ct?vity and revenue generation. 

 not^ A d o  of Capital Assets Per Customer is an effective ratio for measuring if investments in 
capacity and services is following increasing or decreasing demand based on the number of 
customers sewed. It also informs the analyst about the levels of capital investment per customer 
for purposes of comparison witb other per customer or per capita indicators such as net revenue 
per capita. 

D. Revenue Analysis indicators help a financial manager track the sources and composition of 
annual revenues. This information is extremely important when planning future expenditures and 
investments. 

1 .  Net Take-down Ratio (Net Revenue to Total Revenue) 

Net Take-down Ratio = Net Revenue 
Total Revenue 
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This ratio is a measure of profitability. The value of the ratio represents the proportion of the total 
revenue that is in excess of expenditure and is able to be "reinvested" in the entity or used to meet 
obligations. It should be noted that this ratio is more useful and commonly applied to new capital 
projects which are treated as separate fiscal activities. It is also useful, however, when analyzing 
the'profitability of a public enterprise as whole. 

Moody's Investors Services (one of the largest bond rating agencies in the U.S.) uses this ratio 
when evaluating revenue bonds associated with new municipal enterprise projects. According to 
Moody's, for newly proposed U.S. water and sewer projects the median value for this ratio is 
approximately 0.40 or 40%. When applying this ratio to the financial statements of a mature public 
enterprise, a somewhat lower ratio of 25% to 30% would be expected. 

Wastewater Operation: 

Water Operation: 

An analysis of the Wastewater Operations i m ~ m  s m e m t  sbaws that its Net Take-down Ratio is 
on a positive trend and approaching an acceptable leve:. The Water Operation is also showing a 
positive trend, but its values iue far below those e-xpeckd for a municipal water enterprises. Low 
ratio values such as these are possible indica5oas of: 1 )  low revenue or profitability levels, 2) 
inefficient use of present capital investment to maximize profits, or 3) poor collections of revenue 
potential. Low ratios should also trigger a closer fook at longestablished revenue patterns. as well 
as revenue weaknesses relevant to new underkkiogs and o p t i o n s .  Expenditure patterns should 
also be reviewed to determine any signifrmnt trends or changes, such as increased ma ink^^^^^ 
costs or wage costs related to service levels. 

2, Op-g Revenwe to Total Rmeme 

This ratio gives an indication of the proportion of revenue that Is generated solely by operations. lt 
is importat for a public enterprise to track how much of its revenue is coming from non- 
operating mwces, such as g c s v m m ~ a  grants and subsidies. 

Operating Revenue to Total Revenue = Opemting Revenue 
Total Reverme 

Wastewater Operation: 

The Wastewater Operations revenue stream does not show a clear trend for these three years, 
however, the investment in fixed assets in 1995 seems to have increased operating revenue and 
resulted in the positive change in the ratio. 

Technicul Support Sen)ic*es. Inc. 



Water Operation: 

Approximately 80% of the Water Operation's total revenue is generated solely from its daily 
operations. This high percentage along with the fact that the profitability of the Water Operation is 
low is an indication of a problem with non-operating expenditures. Looking at the income 
statement it is clear that the operating revenues are greater than the operating expenditures, and 
therefore the non-operating expenditures of the enterprise are eating away at its profitability. 

3. Ir~tergovernnzentul Revenue to Total Revenue 

Intergovernmental Revenue to Total Revenue = Interizovernmental Revenue 
Total Revenue 

Again, tracking the composition of the revenue stream is extremely important over time. Many 
government enterprises receive intergovernmental revenue in the form of state and federal grants 
and subsidies. Being aware to what extent the enterprise or government as a whole is reliant on 
revenue from these types of sources is important. The lower the ratio, the more self-sufficient the 
enterprise or government. 

The Wastewater Operation, although indicating good profitability trends, appean to be b v d y  
reliant on r e v e m  h r n  governmental sources. 0i-i average, over 30% of its revenue is coming 
from these somes  and without this revenue the profitability of the mkpise w o a  be greatly 
affec~ed. In f$ct, totai elimidm of grants and subsidies would have trans- &B ntzt lases  ii 
1994 and 1995, 

Water Operation: 

The Water Operation is much more self-sufficient than the Wastewater Operation, Less f h n  20% 
of its revenue comes from governmental sources. However, there docs exist a trend towards mare 
and more reliance on intergovernmental funding. Given the already p r  pfitairi!ity indidons,  
this trend should raise concern among managers. 

4. Restricted Revenue to Total Revenue 

Restricted Revenue to Total Revenue = Restricted Revenue 
Total Revenue 

Being aware what proportion of the revenue stream is restricted in its use is also important. If a 
large percentage of the revenue is restricted in its application, budget constraints and fund 
management problems can result. 
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Wastewater Operation: 

Water Operation: 

The Water Operation has a higher percentage (staying around the 10% level) of restricted revenue 
than the Wastewater Operation, although the Wastewater Operation is showing an increasing trend. 

E. Operating and Administrative Efficiency ratios provide insight into the productivity of 
day-to-day operations and administration. 

I .  Operatiizg Ratio (Operating Expenditures (including matntemnce) to Operating Revenue) 

Operating R ~ o  = Operating Expenditures 
Operating Revenues 

This ratio indicates he general efficiency of the daily operations of the facility. Moody's calculates 
the U.S. median figure fw water and wastewater enterprise projects to be approximately 60%. In 
other words, operating expenses amount to 60% of operating revenue. If this ratio is greater than 
1.0 it means that operating expenses are greater than operating revenues, or the operation itself is 
losing money, even before debt service obligations are taken into account. 

Wastewater Operati- 

This ratio further demonstrates the fact that the Wastewater Operation has relied heavily on revenue 
sources other than tb-ose fmm operations to account for its positive net income. It also further 
emphasizes the dramatic improvement in operatirrg revenue associated with the 1995 investment in 
fixed assets. Also, a positive trend is indicated. 

Water Operation: 

There does not seem to be an apparent trend in the Water Operation's Operating Ratio, however, 
this analysis reveals that the Water Operation itself is running quite efficiently. With an Operating 
Ratio consistently below the national median, management is again directed to investigate and 
improve its control of non-operating expenses. 
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2. Muintenance Expenditure to Total Fixed Assets 

Maintenance Expenditure to Total Fixed Assets = Maintenance Expenditures 
Total Fixed Assets 

The money spent on the maintenance of any fixed asset is important to its owner. For example, a 
car owner pays very close attention to the maintenance and repair costs he is putting into his 
automobile. When the maintenance costs become too high, he makes the decision to purchase a 
new one. Businesses and enterprises make similar decisions regarding their fixed assets. 
Management should track the proportion of maintenance costs to fixed assets. Observing the 
magnitude and trends of this ratio provides valuable information on the condition of these assets 
and helps managers make appropriate capital investment decisions. 

Neither the Wastewater nor Water Operation has a high proportion of maintenance costs to total 
fixed assets. However, their trends, although not dramatic are different. The Wastewater 
Operation is showing a decreasing trend, a positive sign. While the Water Operation's trend is 
increasing, maintenance expenditures are becoming a larger percentage of the value of the fixed 
assets. If such a trend continues or if the ratio reaches the 10% level, management should 
definitely be concerned about the causes and the condition of its fixed assets and evaluate possible 
replacement or improvement. 

Wastewater ~pe&iou: 

Water Operation: 

Ma&mxme E;ryenditnres to Total Operating ExpencEimres = Maintenance Expenditures 
Operating Expenditures 

This d o  provides mamgerna~r another means of M n g  increasing maintenance costs. If the 
pereatage of operatmg costs due to maintenance expenditures is increasing, it may indicate 
probkms with the fixed assets. 

Wasfxwatti. 0ptxrrtia-z 

1993: $199.821 = 0.17 1994: $410,982 = 0.15 1995: $ 250,387 = 0.09 
$2,864,682 $2,799,730 $2,778,163 

( The Wastewater Operation is exhibiting a favorable decreasing trend, while at the same time 
maintaining a fairly constant level of total operating expenditures. Once again the investment in 
fixed assets in 1995 seems to have helped lower maintenance costs. This would be expected with I an upgrade of facilities. 
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Water Operation: 

The Water Operation is exhibiting an unfavorable or increasing trend at the same time that overall 
operating expenses are going up. This indicates problems with the upkeep of the facility. The 
1995 figure is approaching the 20% level. This could be a sign of uncontrolled maintenance costs. 

4. Aclnzinistrative Expenditures to Totul Expenditur~?~ 

Administrative Expenditures to Total Expenditures = Administrative Expenditures 
Total Expenditures 

As a general rule of thumb, any operation should be concerned if their administrative costs exceed 
20% of their total costs. Rising administrative costs can take funds away from operations and the 
provision of services to the residents. For example, a government may set aside funds for salary 
increases in order to ensure the employment of key administrative staff, even if this represents an 
increasing share of total expenditures. These funds are then no longer available for day to day 
operations or services. 

Water Operatian: 

1993: $813.192 = 0.09 1994: $ 861.155 = 0.09 1995: $ 875.534 = 0.09 

I Both enterprises are cmrtrolhg their adminisxi-ative cos~. The %'ask w e r  Operation is showing a 
positive ckaeasng trend whereas t!e We O p a a t i ~ a ' ~  prqmrtim of adminisLdve expeditmxs 

I to total expenditures is remaining steady 99%. Both opexztims' ratios are well below rhe 20% 
figure. 
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Jade Gounty Flnanaigl Statpmeets 
Balance Sheet - June 30, 1995 

 ASS^ Wastewater Operiitlons Water Operations 

Current Assets La9_f! .lak!l 1993 

Cash and Cash Equivalents 
Accounts Receivable 
Interest Receivable 
Investments 
Restricted Assets 

Cash 
Investments 

Total Current Assets: $4,704,696 58,576,784 $3.166.833 

Flxed Assets 
Capital Assets (Pmperly, Plant 8 Product~on Equipment) $ 1 ~ . 8 8 b . 7 3 4  $6,250,233 $4,987,721 
Other F~xed Assets $ 3 , 6 ~ 8 , 9 1 1  b3,98b,702 $3,768.667 

Other Assets 
Other Deferred Assets 

- --- . -- -. - ---- 
TOTAL ASSETS: _.Lr,.&'7;117_r. S13t5849606 _-*I1 L g _ L L , 2 2 L  

Current Llablllties 
Accounts Payable 
Contracts Payable 
Due to Other Funds and Accounts 
Due to State 
Accrued Expenditures 
Unamortized Bond Premlum 
Other Liabilities 
Deferred Revenues 

Totel Current Llabllitle6: $2,030.218 $2.097.1 97 $ 1  ,E182.337 

Long-Term Debt 
Bonds Payable 
Loans Payable 

Total Long-Term pebt: $8,546,789 $2.797.988 $2,285,220 

TOTAL LIARILITILB: $iO,fl77.008 $4,895,183 $4,257,557 

FUND EQUITY 

Contnbutlon In Aid 01 Construotion 
Investment In General Fixed Assets 
Contribution From General Fund 
Retained Earnings (deficit): 

Reserved 
Unreserved 

Fund Balance 
Reserved 
Unreserved 

- 
TOTAL FUND EQUITY: 59,220,783 $8,689,423 87,668,664 

- - - - ------- 
TOTAL LIABILITIESANP FUND EQUITY: $ZO,007,?71 $13,584,608 1 1 , 9 1 7 , 2 2 1  . - . , . , A  



m m - - m m m - - n m - = m u m - - - -  
Jade County Flnanoiral Lltateflents 

Comblned Statement of Revenues, Expenditbres 
and Changes In Fund Balances - Fiscal Year Endlng June 34. to95 

---. Wastewater Operations Water Operations 

Operatlng Revenue 

Operatlng Expenditures 
Fuel Oil 
Salaries 
Materials and Supplies 
Communications 
Transportation 
Maintenance 
Depreciation 

Subtotal Operating Expendilurbs: $2,778,163 $2,799,730 $2,864,882 $5.255.529 S4.693.116 $4.646.184 

Net Operating Revenue (peflclt)! $i,l96.216 ($129,311)  ($266,050) $3,745,816 54.1 38,229 $3,877,161 

Nonoperatlng Revenue 
Federal Grants 
State Grants 
Insurance Proceeds 
Reslncted: 

Federal Subsidy 

Subtotal Nonoperatlng Revenues: $2,104,375 $1,861,340 $906,440 $2.191.698 $1.876.001 $1,360,240 

Nonoperating Expenditures 
General And Administrative 
Building 
Interest Expense 
Bad Debt Provision 

Subtotal FJonOperattny Exbenditures. $1,779,948 $890.240 $872.197 $4.853.735 $5,332,981 54,881,143 

Net Nonoperatlng Revrnue (Dpflelt)i )324,4$9 8991,101 $34,248 ($2,662,037) ($3,456,980) (53,520,903) 

-_. .-- 
NET REVENUE (DEFICIT): $1, LIP0,641 $865,749 ($231,807) $1,083,780 $681,250 $356,258 

Figure 2 



Ratio Analvsis 

Water Operations - 
Current Ratio (Current Assets To Current Llablllt~es) 

Cash to Debt 6 e ~ l c e  
Cash to Debt Selvlce plus Operatlng Experidllbres 

Net , e m s  
Debt Ratlo (Total Llabilit~es to Total Assets) 
Total Long-Term Debt to Total Fund Equity 

Net Revenue l o  Debt Bewlce 
Operatlng Revenue to Operatlng Expendltures plus Debt Sewlce 

R e t u r n m d m  
Retum On Assets (Net Revenue to Total Asnets) 
Return on Equity (Nel Revenue to Total Eqully) 

Capltal Investment to Total Flxed Assets 
lwmumw& 

Net Take-Down Ratio (Net Revenue to Total Revenue) 
Operating Revenue to Total Revenue 

Intergovernmental Revenue to Total Revenue 
Restricted Revenue to Total Revenue 

--Admlnlstratlv.w 
Operat~ng Ratio (Operatlng Expenditures to Operatlng Revenue) 

Maintenance Expendltures to Total Flxed Assets 
Malntenance Expenditures to Total Operatlng Expendltures 

Adm~nlstrafive Expendltures to Total Expendltures 

Figure 3 



SECTION 11: 

Service Efforts and 
Accomplishments Measurement 



MEASURING SERVICE' EFFORTS AND ACCOMPLISHMENTS (SEA)  

Citizens who support their government by paying taxes expect effective services in exchange for 
this support. In fact, if a populace does not see the connection between its tax contributions and 
the services performed by its government, the motivation to pay taxes can be lost. To be more 
responsive to the public, local governments are refocusing their performance measurements in 
order to evaluate the effectiveness of their programs and services. 

These performance measures must address the following customer driven issues: 

quality 
productivity 
flexibility 
on-time delivery of goods or services 
innovation 
customer relationships 

In the United States, the Governmental Accounting Standards Board (GASB) published a series of 
research reports in 1990 on this new focus of p e r f o m c e  measurement. The series is titled 
Service &4om mu'Accomp.lislments (SEA) Reponikg: Its Thze Has Come. GASB's resolution 
on S w  exrqhixizes the v i d  role of performance m e a s c m n t  k p~t:!ic admirisk&ion: "SEA 
information is mded for setting goals and objectives, ~ h s l t n g  program activities to accomplish 

gmls aad otrjectives, allocating resources to these monitoring and evaluating the 
results to determine if they am. making progress in achieving the established goals and objectives, 
and W y i n g  pro,pm plans to enhance performance." One of the driving objectives of the board 
in redefhkg. pfminmi:e measurements in government was its belief that "financial reporting 
sfimld p~o'\ilde i n f o d o n  to assist users in assessing the sewice efforts, c w ,  and 
a c c c m r p l i b n t s  of the governmental entity." 

Aka ia rbe US, The Finance Offcers Sksa5;atiorr ( O A )  is renewing ils focus on 
@mmmce rmm2-k Its 1994 research bulkins pdW Perfomnce Measurement: The 

- 

Link fo Efleclive G t ~ v m e r z t  and The Use o f P e l f b m L c e  Meusm-es in Citji and County Budgets 
both emphasize thxt measuring the results and impact of services and programs is very important as 
local governments h d i o n  in di fish economic and fkcd corditi-cms. 

Five types of pe.rfmance indicators are commonly used when reporting the efforts and 
accompI~he'134.s of a program or service: 

1. Input indicators 
2. Output Indicators 
3. Outcome Indicators 
4. Efficiency (and cost effectiveness) Indicators 
5. Explanatory Indicators 

Input Indicators: These measure the amount of resources needed (either monetary, personnel or 
other) to implement a program or provide a service. Input measures show not only the total 
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amount and cost of resources needed, but also give insight into the appropriate mix of resources 
necessary: money versus equipment versus staff. Examples of input indicators are: 

Number of person-months of labor by category 
Number of vehicles or vehicle hours employed 
Acres of land utilized 
Program expenditures 
Capital investment needed 

Output Indicators: These indicators focus on work accomplished (no focus is given to 
effectiveness or quality). They measure the activity or services provided by a particular function or 
program. Examples of such measures are: 

Number of homes serviced 
Number of repairs made per time period 
Number of kilometers of roads paved 
Tons of solid waste collected 

Outcome h&ators:  These are desigrred to measme whether rn not a particular progranl or smicr: 
is meeting it goals. Their focus is prirnmiy oo qualiiy and eEec-tiveness- They measure the exten1 
to which a need or goal is or is not met. These types of indicators are very useful to 1 4  
government officials, but they also require a great deal of data collection, sometimes requiring 
special surveys or evaluations, and thae fm these measures are often costly to track. Some 
examples include: 

N d i - o f & e s p e r e  
* value of p r m  Lost rn Cx-im? 
* .N~ imkr  of intemplions in w e  s m k e  

+ Average time required to respend to repert& vj-r le& 
k ~ m t a g e  of streets meeting deanlineus criteria 

Efficiency (and cost effectiveness) Irdicatns: These indic-rs measure the cost for a particular 
program or service in terms of dollars spent or perLwmel quii-ed. Ln general they are in the form 
of a ratio of cost per unit output or cost per mit 5 ~ m m .  Understandhg the cost-effectiveness of 
a program or service is very important to all the functions of lecd government: planning, program 
management and budgeting. These measures also indicate the productivity of public services or 
programs. Productivity measure is especially important in the face of decreasing funding 
prospects. Examples of efficiency measures are: 

Cost per tons of solid waste collected 
Cost per million liters of water treated 
Employee hour for a particular type of road repair 
Dollar cost for material and equipment used in a particular service call 
Operating cost per capita for police protection 
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Explanatory Indicators: These include a number of indicators which clarify environmental, 
political, economic, and organizational factors that could effect the evaluation of program 
performance. Often these factors are out of the control of the effected government agency. 
Examples include: 

Demographic information on serviced community 
Quality of water source 
Unilsual weather conditions 
Terrain and road conditions in collection area 
Square kilometers served 

EXAMPLES OF SEA INDICATORS 

The following discussion is not exhaustive. It focuses only on the most important measures of 
service efficiency and effectiveness. Listings of SEA indicators (grouped according to their type) 
for the following key governmental service areas are presented: 

A: Administration and General Governmefit 
B: Waer SuppIy O.p&on 
C: Was&w-ater and Sewemge Operation 
D: Solid Waste Managemeat Operation 

The listing of indicators for each of these service areas is fairly complete. It is remmnxmded that 
only those indi-cators deemed most important in a given jurisdiction be utilized. 

The indicators identified are primarily drawn from GASB's research report, Service E3ort.s and 
AccomplisJ12m.p~ Bepodng: IB Time Has Come and GFOA's r d ~  report The C'se of 
Per fomace  ~ ~ e s  in Civ mid County' Budgets. This GFOA rqcm c m  m - t l y  nf a 
listing of performance i n b o r s  found in cizy ard county govtrmrnrsrrt b* sukmzbd +a GPJA 
as part of their Distingukhed Bndget Presentaha Awards Program, Of the ma- %%  budge^ 
reviewed, 60 percent included Ferformance measms. The maximm, number of indi.ators used i:: 
a budget was 4,326 measures  his was ohvion~ly the budget of a very large, s o - p h s t i ~ ~ d  
municipality). 

A. Adminkk&bm and Gewrai Government 

Note: It is possible to develop a list of indicators for each component of general p v e m m .  
GFOA's research report, mentioned above, lists unique indicators for 14 separate functions of 
general government (i.e. legislative, judicial, executive, personnel administration, financial 
administration, planning and zoning, etc.). The list below is a very generic listing of measures of 
administrative efficiency. 

Input Indicators: 
Number of elected officials 
Number of employees 
Number of employee hours 
Square meters of office space 
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Number of vehicles 
Salary costs 
Fringe Benefits costs 

Output Indicators 
Number of reports generated 
Number of pamphlets distributed 
Number of complaints answered 
Number of public outreach events held 
Number of educational programs initiated 
Number of errorsldelays in debt service payment 

Outcome Indicators: 
Number of people educated 
Number of people attending meetings 
Number of financial errors made per month 
Percent of quarterly reports completed 
Percent budgets submitted by deadline 
Tax collection ratio (amount collected I amount due) 
Collection Rate -- acc~u~lts receivable 
Percent of delinquent payment 
Percent of invo.&, vo~cherrs paid 

Efficiency Indicators: 
Number of izinphyees per capita 
Percentage a~kmkk&aeion cost to total cwB 
Number of p e q k  h a t e d  per outreach employee 
Cost per outreach program 
Average number of employee hours per cqP& 
Average number of working days to compile m d l y  financial statements 
Average & of wst.kmg days to compile q u m l y  reports 
Av- L d of-worlung days to compile amnd bud.gg 

Explanatory kdi.a&s:: 
Popalaion saved 
Nature of work fmce (union, non-union) 
Cc-"ty a o a m i c  condition 

B. Water Supply O p e d a n  

Note: Listing extracted and modified from Service EHom Bnd Accomplishments Repvrfhg: Its 
Time Has Come, GASB, 1990. 

Input Indicators: 
Total cost of operations 
Cost per household 
Kilometers of pipeline 
Number of treatment facilities 
Capacity of treatment plants 
Number of employee hours 
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Output Indicators: 
Kilometers of water line maintained and inspected 
Kilometers of new line constructed 
Number of connections added 
Number of breaks, leaks, etc. repaired 
Total kiloliters pumped, metered and treated 
Percentage of total kiloliters pumped per bser type: 

residential 
commercial 
industrial 
used by water department 
free to schools 
unaccounted for 

Outcome Indicators: 
Percentage of water pumped that was metered 
Number of reports of interrupted service 
Number of main breaks 
Number of breaks, leaks, etc. per 100 kilometers 
Percentage of service interruptions cleared with in god period 
Percentage of brealcs, leaks etc. repaired with in x hours 
NLW&ET of complaintt: 

.N--atixpxessw-e 
'??am- ~~ 
W ~ ~ O T  

wrter c d m  
other 

N m h  of days standards not met: 
pttnaqrw~w 

&tics 

Expliambry Endiczdms: 
Type cif so= of wata supply 
Distance rs s,cmrcE 
Qaahty ofwa&xat&Ire 
Average daily &d (by month) 
Billingrates: 

residentid 
commercial 
industrial 

Total revenue from customer billing /Total costs 
Population served 
Square kilometers served 
Maximum daily demand 1 System capacity 
Treatment plant capacity (by treatment plant) 
Projected demand in five years / Current capacity 
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C. Wastewater and Sewerage Operation 

Note: Listing extracted and modified from Sc~nlice Efforts u d  Accornp1ishrnc~nt.s Reportirzg: I t s  
Tinze Hus Come, GASB, 1990. 

Input Indicators: 
Total cost of operation 
Cost per capita of waste water treated 
Number and treatment capacity of plants and level of treatment provided by each 
Kilometers of pipeline 
Number of employee hours 

Output Indicators: 
Kilometers of sewer pipe maintained, repaired and inspected 
Percentage of kilometers maintained requiring repair 
Kilometers of new sewer constructed 
Number of new services connected 
Amount of wastewater treated: 

primary treatment 
secondary treatment 
t e16~~~trmtment  

Dry tons of sludge produced 

Outcome Indicators: 
Number of main stoppages per I !XI kilmetzrs of sewer d n  
Average service response time 
Number of complaia-ts per time period 
Number of days eMuent exceed s t i t n u  
Number of days influent e x d d  capacity 
Number of liters ef3wat that did not meet s b n e  / total number of liters processed 
Quality of warn io receiving b-od3; d o ~ s ~  from dsckagc 
Mlmm d i!n£low-da 

Efficiensy I-s: 
P ~ ~ t a g  of repairs c a m p l d  within p a l  time 
Wastewater treatment cost prtr 1,080 liters t m  

primary treatment 
secon* &-earn 
'ZXtiaq t r m e n t  

Sludge dsposal or use cost / dTy ton 
Revenue from sale of b y - e  fess msr;s 

Explanatory Indieafms: 
Description of what the receiving body is used for 
Population served 
Square kilometers served 
Average daily flow I maximum daily treatment capacity 
Projected need capacity in 5 years I current capacity 
Total revenues from customer billing I total operating costs 
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D. Solid Waste Management Operation 

Note: Listing extracted and modified from Service Efforts ard A~coinpli~shn~ents Reporliizg: Its 
Time Has Conze, GASB, 1990. 

Input Indicators: 
Expenditures (current and constant dollars) 
Number of personnel 
Employee Hours 
Number of vehicles 

Output Indicators: 
Number of customers served 
Tons of waste collected 
Average daily tons collected 
Cubic meters of landfill used 

Outcome Indicators: 
Percentage of scheduled collections missed 
Percentage of scheduled collections not completed on schedule 
Number of citizen complahts 
Revenue received from customers 
Total operating revemre as a pe-e of costs 

Efficiency Indic&m: 
Cosr-per ton of solid waste c o l l d  
Cast per cmtomw served 
Tons of solid w e  collected per employee 
Tons of solid waste collected per vehicle 

&-pJmtory hdimtors: 
Cmpositi.cm of so-llid waste 
Frequency of coUec;Ems 
h a t i o n  of collestions 
Climate cond&bns 
 terra^ and-m.ute cmdilions 
Average mk of ad- p e ~  coll-ectim mate kilometer 
Typc of containers wed &y customers 
Type of vehicles used 
Averag-e_crew s k  per vehicle 
Average wages of employee 

These listings of actual indicators are intended to help claiify the concept of !SEA rqmting and the 
types of indicators. It should be noted that collection of the data needed for these indicators can be 
very time consuming and costly. To limit the costs of measuring the performance of its se~vices 
and enterprises, a local government may select only those indicators which are most useful and 
appropriate, and focus on those indicators which require data that is relatively easy to obtain. 
Tracking and analyzing a few key indicators of performance can dramatically improve service 
quality and effectiveness. 
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