THE TAYO WATER REFORM  - Assignment 3
1.
Tayo town is one of the largest towns in the Republic of Dundu with a high urban population growth rate and relatively high household income levels. The institution responsible for provision of water and sewerage services in the Republic of Dundu is the Water Commission in the Ministry Water, Environment and Urban Development. Before 2008, the Water Commission had delegated the role of water and sewerage services (WSS) provision in Tayo town to Tayo Municipal Council (TMC). The TMC is headed by the Mayor elected for four year terms. The mayor in turn appoints the executive from elected local councilors. Under the TMC (i.e. before 2008), the WSS in Tayo were provided directly by the Water Department of TMC. The performance under TMC Water Department was generally inadequate with no commensurate improvement on water and sewerage services delivery irrespective of the investments undertaken. The water customers in Tayo increasingly became dissatisfied with the quality of services to the extent they would settle their water bills only upon repeated threats of disconnection.

2.
Given the declining performance and service delivery by the TMC Water Department, the Water Minister through the Water Commission directed in 2008 that TMC outsources the provision of WSS from the private sector. In line with the Ministerial directive and on the advice of the Transaction Advisor to the Water Commission, the TMC procured in the same year 2008, through direct procurement procedures, a private water company that was duly registered and there-from called Tayo Water Company (TWC) to provide the WSS in Tayo Town for a two-year transition period. TWC is a project vehicle and is a subsidiary of a bigger company Ijebu-Ode Technical Services (ITS) of Dundu.  The TWC Board of Directors (BOD) and management was tasked to ensure a smooth transition over a two-year period (2009 – 2010). The BOD would ensure systematic take-over of operations as well as setting up sound management structures among other things. Over the two-year period, the BOD has managed to ensure a smooth transition. During the transition period, the Board provisionally formulated a Vision, Mission and Goals for TWC, which are elaborated further on in the subsequent paragraphs. With clearance from the Water Minister, TMC has recently offered TWC a four-year (2011-2014) contract subject to preparation of and approval of a business plan within the first three months.   

The paragraphs that follow immediately broadly describe the water and sewerage system of Tayo including its development, operation and performance prior to introducing private sector participation.

3.
The first water supplies for Tayo town originated from shallow wells within the town and as the town developed, other sources were commissioned and various pipe systems were connected to form an integrated distribution system. In 1956, the first conventional treatment plant was constructed 20km from the town to treat 5,500m3/day of water from wells within the town; however the salinity level was at an unacceptable level. The next treatment plant drawing water from River Mativu, North of Tayo was developed in 1965. Further intakes and a small Dam source at Bodo were added to the plant and its capacity increased to 15,000m3/day. The expansion and rehabilitation initiatives carried out between 1982 and 1997 on the Bodo complex increased the production capacity to 50,000m3/day. The capacity utilization of the installed plant is currently at 95%. The treatment system at Bodo is conventional comprising mainly of clarification, filtration and disinfection stages. However over the last ten years there have been a lot of settlements and booming construction industry along river Mativu further upstream of Tayo resulting into significant deterioration of the river water quality. Customers have complained of unclear and coloured water for quite some time and have almost lost hope for any improvement. The production plants are prone to power outages and pump breakdowns. Additionally the dosing systems have not been calibrated for over 10 years now and this partly explains the high chemical consumption.

4.
During this time, transmission and distribution mains were also installed but their size and penetration was limited only to areas developed then. Consequently, many areas that were developed later do not have adequate distribution trunk mains. The distribution network is not rationalized and this has created low pressure problems in the system. While the flushing of mains has helped to improve the water quality in distribution, a lot of water un-necessarily gets wasted during the flushing.

5.
By 2000 there were predictable shortfalls in the quantity of water produced/supplied that further increased consumer dissatisfaction and there was need for heavy investments to expand supply in the medium to the long term. The Tayo main source of water was relatively insufficient and of poor quality requiring a complicated treatment system. The system was not sustainable, in the sense that the water sources were insufficient to meet Tayo's projected demand for the next 10 to 20 years. Supply is also highly unreliable during the dry season with some sources completely drying off. Furthermore, alternative sources are available, although expensive to develop. With the introduction of Private Sector Participation (PSP) in the Tayo WSS, the government has put priority in development and improvement of the water and sanitation sector to avoid water borne diseases and thus improve health conditions. The donor organizations like the CIDA, AFD, AfDB, World Bank, KfW, GIZ and European Union are also willing to offer loans and grants to improve on the system provided there is a commensurate return on investments and that the investments themselves are efficiently executed.   
6. 
There is still unmet demand for water and sewerage. By 2000 only 42% of the potential customers had water connections, and only 25% had sewerage connections. The populations without connections to the piped water system in Tayo have the financial ability to get connected once the distribution network is within reasonable distance from their premises. By 2004, there were about 3,500 water connections for all consumer categories, government, commercial, industry, domestic etc. The growth of new connections has been hampered by the limited network, inadequate customer sensitization and perpetual stock-out of water meters and it is a pre-requisite to install meters on all new water connections. Although the law provides for all customers within 100m from the main sewers to be compulsorily connected, the enforcement of this provision has been very difficult due to political sensitivity. The field staff still find problems tressing some of the customers during bill delivery, meter reading and other field investigation activities especially in Nkalu ward (western Tayo). The customers have in addition not been effectively sensitized on procedures for channeling complaints thereby causing delays in addressing the complaints. This database inaccuracy and inadequacy also partly explains the failure to resolve all customer complaints and the low collection efficiency. However like most towns in developing countries, there are some informal settlements where the urban poor communities reside and would probably not have the ability to finance the cost of connecting, which could reach more than US$500 (average estimated cost). The government has designed a program to reduce informal settlements and increase rented apartments in the town center, which would assist in improving the rate of connectivity. The poor people who are to relocate to the peri-urban Areas are to be served by Public Stand Posts (PSP) under the new re-settlement scheme.  Further to the lack of tariff increment/indexation, the billings have stagnated due to data entry errors, defective metering and suppressed consumption due to the rampant service interruptions in the network.

7.
The need for sewage treatment was low before the 1990 but the debate to increase the treatment capacity and construct more collector sewers is in high gear in the recent times. Only 5% of wastewater was being treated and this had risen to10% by 1995. The untreated wastewater mainly finds its way to the low lying areas predominantly wetlands where over 70% of the food crops sold to the Tayo residents are grown. These food crops are relatively much cheaper than those brought from the distant villages and farms of Dundu. Indeed there was a serious cholera outbreak in Tayo in 1997, which raised concern as to whether; the wastewater irrigated farming is sustainable given the health risks. 
8.
Less than a half of the water connections are metered, and bills collection efficiency is less than 80% leading to a high growth rate of arrears. Non-revenue water (NRW) stood at 35% in 2003 and this had worsened to 39% by 2008. It has been noted however, that the high NRW was not solely the result of poor management by the TMC Water Department but also due to failure by the Dundu Government to provide sufficient investment funds to maintain the Tayo water distribution system. The high NRW is also caused by inadequate planning for procurement of and stocking of repair materials resulting in delays in repairing leakages and bursts. There are also malpractices that result into unauthorized consumption and these include meter by-pass, meter reversing, illegal reconnections/connections and abuse of fire hydrants. Additionally the quality of pipes & fittings used by some customers on their respective service lines are poor and prone to leaks and bursts. At the time of introducing PSP, the staff productivity level stood at 20 staff per 1000 connections. While TWC may technically be able to operate well with just a half of the staff it took over from TMC, it is politically very sensitive in Dundu to lay off staff without hefty retrenchment packages. A detailed schedule showing the performance trends is given further below. It is also worth noting that the responsibility for retrenchment packages is solely for the Dundu Government and the TMC, and not for TWC.
9.
The finances of the TMC Water Dept were ring fenced ever since 2000 following the efforts of the former Mayor in minimizing the council’s interference with WSS of Tayo. The water and sewerage tariffs were not allowed to increase in real terms since 1995 and this greatly affected the financial standing and cash flow of the Water Dept which partly explains why there was under-investment in maintenance and expansion. Ever since 2000, the operations of the TMC water dept have been subsidized under the conditional grant scheme. The mayor regarded this an undesirable situation given that some years before 2000, the water dept used to register some little operating surplus that was used, rather irregularly, to subsidize the establishment expenses of the council. Although, there has been an operating deficit for some years now, there is room for reducing the operating expenses. The staff had tendencies of colluding with providers to inflate prices during the procurement process. Budget discipline lacks amongst most of the managers in the utility. The mode of operation of the plants has lead to substantial wastages in terms of power and water treatment chemicals. Additionally, for a long time the operational vehicles have been grossly misused by staff as more than half of the time, they are deployed on personal errands. While reduction of costs could help even more effort will be required regarding revenue collections, the major obstacles to which include: poor bills delivery, disgruntled customers, limited collection points, delayed govt payments etc.

10.
Some of Tayo’s water and sewerage facilities are old and much in need of repair and replacement. 65% of its network of pipes exceeds their usable life of 30 years. For instance, in 2004 the Water dept registered 57 pipe breaks per Km. In addition to the pipe breaks, the water dept was not able to keep water pressures up, avoid even more frequent service interruptions and expand the system to keep up with population growth. The Water minister and the Tayo Mayor are likely to push for more investments in network expansion in light of the upcoming elections (presidential, congress and local government) in order to win votes from the hitherto unserved residents. Incidentally the water minister is the congress representative for Tayo. The push for network expansion may leave no funds for network replacements thus hindering efforts towards optimal reduction in NRW.  

11.
The water distribution system is made up of pipe diameters ranging from DN 50mm to DN 800mm. The pipe material includes asbestos cement (~ 10Km), steel (~40Km), Cast Iron (~ 190Km), Ductile Iron (~ 25Km), uPVC (~ 75Km), HDPE (~ 50Km), Galvanized Steel (~ 10Km). The bulk of the network (~ 65%) is more than 30 years old. Some portions of the network especially the transmission mains are currently major sources of technical losses and are planned for rehabilitation. The Tayo water system has facilities of a total storage of about 15,000m3 with reservoirs at Bodo, Latiso, Hill Crest and Kema Summit. The storage capacity accounts for about 30% of the installed daily water production capacity. The high levels of losses/leaks and illegal tapping on the transmission mains have led to only a fraction of the produced water actually reaching the reservoirs.   

12.
The sewerage system of about 50 Km is made up of pipe diameters ranging from DN 100mm to more than DN 300mm The pipe material includes AC (~ 15Km), uPVC (~ 20Km) and Concrete (~ 15Km). The collected wastewater is treated using sewage lagoons before discharging the final effluent into River Mativu downstream of the abstraction points and of the Municipality in general. The lagoon system is unable to meet the Effluent Quality Discharge Standards of Dundu. It has been reported that desludging was last carried out in 2002. The lagoons are located in very prime land for which some industrialists have expressed interests for industrial development. In fact the mayor is a director in one of the interested companies – Bifunz Enterprises Limited (BEL).  

13.
The TMC Water dept was providing the WSS under a very centralized system of operation. This centralized approach of the water dept was in spite of the fact that a number of the other activities of the TMC, such as collection of market dues and rents and provision of primary health care services etc, are decentralized to the respective four wards of the Municipality.

14.
Six-Year Performance History: The Table below shows the six-year performance history in respect of the Tayo Water & Sewerage Services.

	Indicator
	Units
	2004
	2005
	2007
	2008
	2009
	2010

	Water sold
	106M3
	        11.27 
	        10.92 
	        10.75 
	        10.58 
	        10.40 
	          10.58 

	Billing
	USD
	 4,620,000 
	 4,704,000 
	 5,052,000 
	 4,464,000 
	 4,380,000 
	   4,260,000 

	Collections
	USD
	 2,772,000 
	 2,587,200 
	 2,526,000 
	 2,142,720 
	 2,058,600 
	   1,917,000 

	Cash Operating margin
	USD
	   (228,000)
	   (412,800)
	   (474,000)
	   (857,280)
	   (941,400)
	 (1,083,000)

	NRW
	%
	             35 
	             37 
	             38 
	             39 
	             40 
	               39 

	% of reported pipe leaks/bursts repaired
	%
	             80 
	             75 
	             70 
	             65 
	             60 
	               65 

	Average response time to leaks/bursts
	Hrs
	             24 
	             24 
	             27 
	             33 
	             36 
	               36 

	Response time to sewage blockages and/or overflows
	Hrs
	
	
	
	
	
	

	New water connections
	No
	           180 
	           165 
	           195 
	           210 
	           195 
	             180 

	Active water connections
	No
	        3,515 
	        3,705 
	        3,877 
	        4,092 
	        4,272 
	          4,440 

	Suppressed/inactive water connections
	No
	           675 
	           650 
	           673 
	           668 
	           683 
	             695 

	New sewer connections
	No
	             12 
	             14 
	             12 
	             10 
	             15 
	               12 

	% of customer complaints resolved
	%
	             90 
	             90 
	             95 
	             95 
	             85 
	               80 

	% of samples passing bacteriological water quality test
	%
	
	
	
	
	
	

	% of samples passing physico-chemical water quality tests
	%
	             75 
	             78 
	             80 
	             77 
	             83 
	               81 


Note: the data for response time to leaks & bursts as well as on bacteriological quality was not readily available in the TMC water department. 
15.
The TWC BOD provisionally formulated the following Vision, Mission and Goals:

a) VISION:

To be the leading utility service provider in Dundu.

b) MISSION:

To provide our customers with satisfactory and sustainable water and sewerage services

c) GOALS

i. Increase annual water sales to a level of 25 million m3.

ii. Increase annual billings to a level of USD 20 million

iii. Increase annual revenue collections to a level of USD 24 million

iv. Reduce NRW to 25%

v. Improve the working ratio to 40%

vi. Improve response time to leaks and bursts to less than 8hrs

vii. Improve response time to sewerage blockages to less than 6hrs

viii. Carry out 1000 Nos. new water connections per year

ix. Carry out 100 Nos. new sewer connections per year

x. Increase the connection efficiency to 97%

xi. Ensure that the water supplied meets the Dundu drinking water standards

xii. Establish systems to ensure value for money procurements

xiii. Improve staff productivity, motivation and teamwork

xiv. Establish effective management information systems

16.
The TWC BOD will immediately select from among themselves, a substantive Executive Director (ED) and have drafted an organogram as illustrated below: 








16.
Main Task: Formulate Performance Standards using the template on the next page 
THE TAYO WATER REFORM CASE STUDY 

PERFORMANCE STANDARDS FRAMEWORK

	Indicator
	Units
	Base Performance (Min standards)


	Target Standards for 2011
	Target Standards for 2012
	Target Standards for 2013
	Target Standards for 2014
	Rationale & Key Assumptions

	Water sold


	(106M3
	
	
	
	
	
	

	Billing


	USD
	
	
	
	
	
	

	Collections


	USD
	
	
	
	
	
	

	Cash Operating margin


	USD
	
	
	
	
	
	

	NRW


	%
	
	
	
	
	
	

	% of reported pipe leaks/bursts repaired


	%
	
	
	
	
	
	

	Average response time to leaks/bursts


	Hrs
	
	
	
	
	
	

	Response time to sewage blockages and/or overflows


	Hrs
	
	
	
	
	
	

	New water connections


	No
	
	
	
	
	
	

	Active water connections


	No
	
	
	
	
	
	

	Suppressed/inactive water connections


	No
	
	
	
	
	
	

	New sewer connections


	No
	
	
	
	
	
	

	% Of customer complaints resolved


	%
	
	
	
	
	
	

	% of samples passing bacteriological water quality test
	%
	
	
	
	
	
	

	%of samples passing physico-chemical water quality tests
	%
	
	
	
	
	
	


Board of Directors





Executive Director





Commercial Operations Directorate:


Key Result Areas:


Customer care, Marketing, Billing, Revenue Collection








Technical Operations Directorate


Key Result Areas:


Water Production, Network O&M, meter mgmt, new connections, sewerage, stores & materials








Finance & Admin Directorate


Key Result Areas:


Cash Management, Cost control, HR aspects, General Admin, ICT Systems
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