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Q: What are some of the 10,000-foot level 
themes that investors deploying capital into 
water and other infrastructure companies pay 
attention to? 

Beyond the obvious point of earning a 
targeted rate of return on investment at 
an acceptable risk, there are several key 
criterion investors should track. These 
alternative criteria include executive 
leadership track record, market adoption 
and “runway”, asset management, capital 
allocation philosophy and investment 
in technology and innovation. All of 
these can support elements of a broader 
Environmental, Social and Governance 
(ESG) program.  

Let’s take a closer look at each of these 
tenets, starting with leadership. Can you 
elaborate on how an executive team most 
effectively manages their infrastructure 
portfolio? 

Executive management starts by 
recognizing that not all infrastructure 
or infrastructure companies are created 
equal. Consider the range of physical 
infrastructure systems from oil and gas, 
transportation, broadband and electric 
grids, among many others. For Global 
Water, our niche is water, wastewater and 
recycled water treatment for communities 
in the Southwest.  

Water resource management is 
our focus, and this type of pure-play 
orientation is important for investors to 
consider as they evaluate companies. 
Trying to do things outside of a scope of 
expertise can cause long-term challenges 
for any infrastructure company, particularly 

if the team is putting shareholder wealth 
at risk.  

Executives should pursue capital 
expenditures (CAPEX), finance and 
investment decisions that center on positive 
net present value (NPV) and, in time, 
produce more free cash flow. In the end, the 
value equation and key for the C-suite, in 
which you want to invest, is a demonstrated 
track record of not just revenue growth, but 
return on invested capital (ROIC).  

Staying on the financial track for a moment, 
from an infrastructure perspective, what are 
the metrics you rely on to guide your strategy? 

One key area of emphasis is operational 
efficiency. This allows for a focus on the 
balance sheet, where investments can 
maximize ROIC and reduce unnecessary 
expenses. To achieve this, investment 
decisions around physical infrastructure 
should emphasize both technological 
advancement and resource conservation. 
Use of advanced technologies reduces 
operating expenses and maximizes the 
useful life of assets, which creates an 
efficient utility that ultimately benefits 
customers.   

When looking at other financial 
metrics for regulated utilities, investors 
should examine a utility’s “Rate Base.” 
This refers to the value of invested capital 
upon which the company is permitted to 
earn a specified rate of return as set by an 
economic regulator, such as the Arizona 
Corporation Commission. 

As with any company, investors 
should also examine the potential for 
revenue growth, expansion of EBITDA 
margin (earnings before interest, taxes, 
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depreciation and amortization), free cash 
flow and earnings growth. 

Could you talk a bit about asset management 
and its importance for an infrastructure 
company?

In Part I of this interview, I talked about 
asset management from a technical 
perspective in Part. To add on this further, 
executives should place asset management 
as a top priority, because at a base level, 
this ensures that infrastructure assets 
operate properly, serve customers at a 
premium level, maintain reliability and 
integrity, and manages the overall live-
cycle costs of assets; all things that drive 
the financial metrics mentioned above. In 
other words, investing in infrastructure 
is like buying a car — once the initial 
purchase is made, it’s important to change 
the oil regularly and invest in preventative 
maintenance to keep it operating well, 
keep costs down, and let you sell it later 
at an optimal value.  

Turning to another topic, how should investors 
assess an infrastructure company in terms  
of ESG? 

Great question and one that is 
extremely important given today’s 
investor’s heightened awareness of ESG 
considerations. The Value Foundation, a 
leading global voice on ESG reporting, 
utilizes Sustainability Accounting 
Standards Board (SASB) metrics to 
identify companies across 77 industries. 
As a company identified by SASB as an 
infrastructure operator in Water Utilities 
and Services, Global Water and utility 
peers are assessed on seven materially 
important considerations across three main 
categories: 

• Environment 

• Water and Wastewater Management 

• Energy Management 

• Social Capital 

• Access and Affordability 

• Product Quality and Safety 

• Business Model and Innovation 

•  Business Model Resilience  

•  Materials Sourcing and Efficiency 

•  Physical Impacts from Climate 
Change 

While ESG investing is still in its infancy, a 
company that operates in alignment with 
these guidelines should be rewarded in the 
marketplace by its stakeholders. Specific 
to Global Water, the company’s foundation 
was built on water conservation and a 
focus on the environment and technology 
innovation, which provides us a good 
perspective on ESG matters.   

How does company growth play into the 
equation for investors? 

Obviously, investors are mostly 
focused on growth. In addition to past 
performance and future projections, 
it is important to truly understand the 
market opportunity, specific company 
drivers and the company’s growth 
strategy. For a water utility, the demand 
for water is only going to increase as 
the population grows. Positioning the 
business around this dynamic is one of 
the more important responsibilities of 
our executive team.  

For example, regulated utility 
companies and their investors must 
strategically consider geographic 
expansion. In Arizona, Global Water 
manages more than 300 square miles of 
certificated service territory predominantly 
in growth corridors in some of the 
fastest growing areas of the country. Our 
conservation focused approach allowed 
us to achieve this, which then allowed us 
to obtain local adoption by and support 
from stakeholders —such as landowners, 
developers, and regulators — in the way 
we plan, design, and build our integrated 
utilities.  

Pursuing this approach ensures that 
beyond just the normal macro-economic 
drivers, which are strong in Arizona, we 
have built a long runway that allows us 
to benefit from and capture channels for 
expansion. This is especially important as 
municipalities grow and residents require 
water services. Once we have established 
this runway, the key — going back to the 
financial angle— is executing on these 
opportunities in a manner that produces 
positive free cash flow and generates a 
satisfactory return on invested capital. 
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How does innovation come into play relative 
to company performance and an institutional 
investor’s appetite for placing capital? 

For innovation, there is again a focus on 
investor returns, as well as an expanding 
focus on the environment and ESG-
type criteria. In addition, infrastructure 
organizations should invest in technology 
and innovation that provide tangible, 
positive outcomes for their consumers. 
Investing dollars into technology should 
produce greater efficiency, more effective 
service offerings, and direct benefits to 
the consumer. Whether the innovation is 
in conservation techniques, water usage 
or energy usage, or keeping costs low, 
the goal is really to make life simpler and 
better for end users.  

Are there any final points to cover?

As a country we are moving in the 
right direction by finally investing in 

the critical infrastructure that Americans 
depend on. As constituted, the recently 
passed Senate approved $1 trillion 
infrastructure bill allocates capital to a 
diverse set of infrastructure assets.

Of this total, $105 billion flows 
into ensuring clean drinking water, 
western states water storage, and 
resilience infrastructure. Resilience 
infrastructure refers to the ability of 
such infrastructure systems to absorb 
disturbance and still retain their basic 
function and structural capacity. These 
investments in infrastructure are sorely 
needed. A 2020 study by the American 
Society of Civil Engineers (ASCE), 
‘The Economic Benefits of Investing 
in Water Infrastructure,’ found that the 
annual drinking water and wastewater 
investment gap will grow to $439 
billion by 2029. So, it appears investors 
will have a plethora of opportunities 
to deploy capital into profitable 
infrastructure companies. v
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