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WHY EVALUATE FINANCIAL CAPACITY?

Grand Jury findings in 2018:

“Monthly water rates ($25 residential and $50 
business) have not increased since [water 
system] was established in 1984. These 
revenues are not sufficient to meet governance 
and operating expenses.”

Grand Jury findings in 2018:

“The Kern County Auditor should perform a 
detailed audit into questionable accounting 
practices within the [water system].”



CA’S INFRASTRUCTURE BACKLOG

Drinking Water Infrastructure Needs Survey and Assessment, Sixth Report to Congress, March 2018



OTHER STATES REQUIREMENTS? 

Ohio Environmental Protection Agency:

Under Senate Bill (SB) 2, public water systems in Ohio must 

demonstrate the technical, managerial and financial capability of 

their system by implementing an asset management program by 

October 1, 2018. 



OTHER STATES REQUIREMENTS? WASHINGTON

Washington State requires either:
• A Water System Plan (WSP) – for new systems, systems that 

serve 1,000 or more service connections or are planning to 
expand or seek funding. 

• A Small Water System Management Program is required for 
ALL other public water systems.

• Washington uses Regional Planners to lead review effort.



WASHINGTON FOCUSES ON “FIVE STEPS”:

1. Develop an operating budget 

2. Create and fund an operating cash reserve 

3. Create and fund an emergency reserve 

4. Create and fund reserves for capital improvements and 
equipment replacement 

5. Periodically review rates



FINANCIAL COMMITTEE GOALS

For regulators, shift mindset towards addressing more 
of the underlying financial issues and longer-term 
planning/sustainability

Shift water system mindset from just looking at 
operation and maintenance (O&M) and start including 
capital planning in water rates and upgrading 
infrastructure.



PILOT STUDY

• Assessing water systems for financial capacity during sanitary 
surveys.

• Pilot a questionnaire to see responses on effectiveness, concerns, 
vocabulary, etc.

• Regulatory authority may be developed in the future.  CHSC 
already allows creation of regulations per Section 116375(g).  



DRAFT SANITARY SURVEY CHECKLIST AND 
GUIDANCE



FINANCIAL CAPACITY VULNERABILITY 
INDICATORS BEING CONSIDERED

• Financial Sustainability
• Asset Management
• Short and Long Term Strategic Plans
• Reserve and Debt Management
• Financial Planning (Rate Structures, Revenues, Expenses, etc.)
• Fiscal Accountability



PILOT STUDY WATER SYSTEMS
PWS Name Conn Pop County District Size Governance Type

Madera Valley Water Company 1,912 7,067 Madera District 11-Merced medium private, non-profit

City of Whittier 11,385 49,954 Los Angeles District 07-Hollywood large municipal

Saratoga Heights Mutual Water Company 91 255 Santa Clara District 17-Santa Clara small MWC

Seymour's Mutual Water Company 27 26 Trinity District 01-Klamath tiny MWC

Devore WC 503 1636 San Bernardino District 13-San Bernardino small-med MWC

Cal Water Service Co. - Dominguez 32,658 142,857 Los Angeles District 22-Angeles large IOU

Alpaugh Community Services District 391 1026 Tulare District 12-Visalia small CSD

Ballico CSD 73 238 Merced District 11-Merced small CSDs

Suisun-Solano Water Authority 8,436 28,856 Solano District 04-San Francisco med-large JPA

Mountain View 16,246 76,000 Santa Clara District 17-Santa Clara large municipal



PILOT STUDY RESULTS

• Terminology Challenges
• Time Challenges – Length of Evaluation
• Small and Disadvantaged Water Systems Appear to be in More Need 

of Assistance
• Additional Training and Follow-up Assistance Needed



NEXT STEPS

• Refine Financial Evaluations for Terminology and System Type
• Additional Stakeholder Outreach
• Expand Training and Assistance Resources and Availability
• Tie Financial Evaluation Effort to Defined Expectations for Water 

Systems
• Demonstrate Benefit of Financial Evaluation of Water Systems
• Incorporate into Sanitary Surveys Statewide
• Prioritized Roll-Out of Financial Evaluations Based on Need



Thank You!
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