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Foreword

It is my pleasure to present to yothis report on the Mapping of Water
Tariff Issuesin Kampala from the Good @vernance and Research
department under the projectKkampala Advoey Project for Improved
Water, Sanitation and Hygiene [WA$HResource Aocation and
Reduced Water Tariffs.

Community Integrated Developmemtitiatives(CIDI) in partnership with
Democratic Governance Facility (DGF), believe that citizens have a right
to participate in governance issues especially service delivery planning an
implementation.

This study provides insights about water tariff issues in Kan@igyaas regulated by Ministry Water

and Environment, National Water and Sewage CooperdhNWSC), Parliament of Uganda to
mention but a few. The study has defined Water Tarbifs NWSC, why they are charged, the
process of setting water tariffs, implication of set water tariffs to citizens and recommendations for
improving affordability of water serviseand citizen participation in water iffrissues. This study will
provide an indepth understanding of water tariff issues in Kampala and Uganda atlarge. The study v
also be utilisedas evidence to advocate for reduced water tariffs but also help theigrers to
respond to issues of concerfrom communities about the set water tarifésxd how they affect safe
water affordability, access and utilization

One of the key aspects to note from this ini
provided with relevant information about water services and tariff issues, their capacity to engage
with each other and relevant government entities is enhanced. Thisilwhatelyincrease level of
responsiveness about issues of concerthi@a WASH sector As a result, duty bearers are able to
work more efficiently whe referring to; citizen concerns, available policy and legal frameworks to
improve the wellbeing of the citizens through the WASH service sector. The recommendations
made in this study reparcan be leveraged for project scale up and extension given the fact that
water tariff issues and water issues are still a major concern in informal settlements of Kampala City

This publication will give you a better understanding aboutewatriff settng, tariff setting
processesroles of different stakeholders, water sector and tarffgulation  and how the study
resultsaffect WASH service delivery in addressing issues of accessibility, availability and affordabil
of WASH services in Nakawa, Lum Kawempe divisions and Kampala District at large.

Dr. Jjuuko Fulgensio

=

Executive Director CIDI
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Executive Summary

This study wascommissionedby Community Integrated Development Initiatives (CIDI) and undesta
mainly at national and community levels, particularly in the 3 Divisions of Kawempe, Nakawa, and Lubaga ir
Kampala City.This was after CIDI secured funding from Democratic Governance Fda{lify for an 18

i 11T O0E DPOIEAAO 1T A1 AAN tGor MnbrevAd WAASH ReéourdeiMiodation @rid Rédhced
7A0R0 4AOEAEZLEO068 4EEO OOOAU OAPT OO EO ETOAT ARAA
Communities, CIDI and other Development agencies with WASH duty bearers such as NWSC, KCCA al
MWE.

The studywas mainly a qualitative study, and used interview and discussion guides as data collection tools tc
generate qualitative data to ensure that multiple perspectives regarding water tariffs in Uganda and
specifically in Kampala city is gathered. Triangwatiof the data was conducte(e.g. through document
reviews)to provide an additional lens through which key study objectmwese achieved.

The study population comprised of a mix of persons at the policy/national (Parliament, Ministry, & NWSC
level) ad community levelin the three divisions of Nakawa, Kawempe and Lubaljay informants from
MWE and NWSC were interviewed in order to understandpbkcies and regulations governing water tariff
setting; the process MWE and NWSC take to set water tariffee stakeholders involved at the different
levels and their roles; and most importantly if the community has any role to plagtal of 105 respondents
were planned and interviewed (69 key imformants; and 36 from 3 Focus Group Discti&Sioasn eacfo

the 3 Divisions).

The Consultantalso reviewed sector documents related to water tariff setting in Uganda including policy
documents(such asThe Water Act, Cap 152 (199dhd; the Water and Environmengector Performance
Reporss (FYs 2015/16, 2016712017/18, 2018319) the tariff reviewand affordabilitystudies undertaken by
MWE and/or NWSC; agell as performance contracts between MWE and NWSC.

To help put water tariffs in context, the study endeavours to provide an overview of what watfratariand

why they are charged by utilities, and the different types of tariffs. The study established thizr wariffs

are funds paid / contributed by users of water, sanitation and hygiene services for obtaining the service.
Laws, policies and regul@ns exist in Uganda to guide water tariff setting, including the Constitution of the
Republic of Uganda (1995, amended to 2005), and Acts of ParliamentTieegNWSC Act, Cap 317 (1995)
among others. These may need popularising and dissemination to odties, so they know their rights.

An analysis was conducted of the process of setting tariffs in Uganda, and the critical stakeholders involvec
(e.g. the MWE, the NWSC, and the Parliament of Uganda). An analysis was also conducted of the NWS
tariff structure over the last four years (FY 201588 2018/19)The study established that NWSC employs a
uniform tariff structure across all its towns and service areas to ensure equity in pricing, but is differentiated
by customer groups (Public Stand Pof1§Ps; Domestic; Instituional; etc.). The NWSC tariff structure is
skewed with the PSP/Public Tap paying less than the domestic and commercial custdfeosding to
NWSC, the quest for a review of P&Riff downwardsshould be looked at in the wider conteaf the NWSC
financial sustainabilityAny downward change in the tariff for any consumer categomould need to be
compensated by either a subsidy from Government or by a rise in the tariff for other consumer categories.

GoU and NWSC have put in planechanisms to serve the poor with safe water in Kampala city, in line with
the ProPoor Policy (2006). For example, NWSC subsidizeensupply to the standpipesand PPMs.
However, poor people still pay high prices for water, attributedwater vendors This calls for renewed
strategies to regulate water venders by the MWE, and improvements in engagement and communication of
the final consumer prices of water to households and communities. To ensure this happens, CIDI will need t
engage more with the Watr Utility Regulation Department (WURD) of the MWE that is mandated to
regulate the water and sanitation sector in Uganda.
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1 Introduction and Background to the Study

1.1  About Community Integrated Development Initiatives (CIDI)

CIDI is a neofor-profit organization founded in 1996 and registered with thdon-Governmental
Organisation NGO) Board under the Ministry of Internal Affairs of Uganda in 1999. CIDI operates under
registration certificate No. 2715 and Reference Ne6B4/2868. CIDI currently jplements programmes

that cover 25 districts in Uganda. The head office is locateMliyenga,+ A1 D A1 A ¥isio# is ® haved
@111 01 EOGEAO AT ETUET C A AAAAT O | BeBAissioBGsOD OT EI EBOIT
sustainable community &lihoods through; Water and Environmental sanitation, Income and Food security
Good health and promotion of Good Governarge #) $) 8 0 EAO A OOOKROAEEAOL
access to clean and safe water, hygiene and sanitation services for pdoicOT EOEAO ET 5 CAT .
EAOA OET AOAAGAA AAPAAEOU 1T &£ OEA AEOAI BT xAOAA 11
AAT OO0 Pl OEOEOA AEAT GCA ET OEAEO 1 EOAOOGS

1.2  About the project

In February 2019, CIDI securéthding from DGFfor anXnfp 1 11T OE BOT EAAO 1 Al AAT
Project for Improved WSH 2 AOT OOAA 111 1T AAQETT AT A 2AAOAAA 7/
implemented in the three Kampala UrbanuiBions of Kawempe, Nakawa andliaga in Kampala. Through

this project, CIDI jans to improve participatory decisiemaking in planning, budgeting, monitoring and
evaluation processes, particularly those relating to water tariffs setting and water and sanitation resource
allocation in the Kampala Capital City Authority (KCCA) antional budgets(please see Annex 1: Terms of
Referencd oR

1.3  Expected Impact of the Project

Improved access to quality and affordable water, sanitation and health (WASH) services for the poor anc
marginalized communities living in informal settleants of Kawempe, Lubaga and NakaWay Divisions of
Kampala.

1.4  Expected Outcome of the Project

Improved responsiveness by the WASH duty bearers particularly NWSC to the advocacy for reduced wate
tariffs, quality and affordable WASH services in stdcdivisions in Kampala hence this mapping exercise.
This mapping report will be instrumental in development of issue papers, guide in project implementation
and focusing of advocacy initiatives under the project. It will also guide dialogue engagemtnvavious
stakeholders such as NWSC andVid, as well as guide radio discussions and development of Information,
Education, Communication (IEC) materials.

1.5 Goal and objectives of the study

1.5.1 Aim of the study

To carry out a mapping exercise avater tariff issues in Kampala so asdevelop an issu@aper and to
guide the CIDI project advocacy initiatives.



1.5.2 Specific objectives

1. To examine the water tariff setting systems, processes and policies so as to understand key watiss teaiff
and suggest/ present possible actions to inform project activities.

2. To examine the implications of water tariffs on the WASH services so as to understand the real issues affecting
the communities so to guide the CIDI evidergased advocacy.

3. To mapout the key players in the water tariff setting systems, processes and policy setting so as to work with
them and advocate for the reduction in the water tariff.

1.6  Study approach and methodology

This subsection provides a summary of the feataged approach and the methodology used to conduct the
study. The study was largely qualitative in nature, withoasultativeapproach used as much psssible to
ensure that stakeholders provide essential inpub inform future @gagemens and uptake of the oyiuts
by CIDI and the duty bearers such as NWSC & MWE.

The first stage was the inception phase and basically involved planning and consultation with CIDI;
development and approval of the study; study work plan and methodology and tools. The second step
involved gathering of documents (hardcopies/saftpies and online resources) for secondary data and was
able to access various legal instruments such aswader Act, Cap 152 (199@nd the NWSC ActCap 317
(1995) A detailed review of literaturavasconducted of therelevant documentshared by NWSC and MWE
that guide the setting of water tariffs including Papers written and Studies conducted by the MWE and
NWSC on water tariffs.

The third stage was collection of primary data through conducting ef knformant Interviews (KIIs) with
nationatlevel stakeholders such as Senior Staffs of NWSC (Department of Corporate Affairs) and MWE
particularly from the WURD, to understand and triangulate information. Focus Group Discussions (FDGs
were conducted atommunity level basically to understand the key issues on water tariffs at community
level and how communities are affected by high water tariffs. Interview and discussion guides were used a
primary data collection tools for both Klls & FGDs to ensuia thultiple perspectives regarding tariffs in
Uganda and specifically in Kampala city is gatherngleédse see Annex 2: Data Collection Jodlse fourth

and final stage basically involved data analysis and reporting.

1.7  Study Area and Study Population
1.71  Study Area

The study focued on the 3 Divisions of Kawempe, Rubaga and Nakawa in Kampala city out of a total of 5
$EOEOET T Oh DHOODPT OAT U OAI AAOGAA AAAAOOA OEAOGA Q
Advocacy Project for Improved Water, Station and Hygiene [WASH] Resource Allocation and Reduced
7A0A0 4AOEAEAZEO6 EO AAET C EI PI Al AT OAA AU #) %) 8

1.7.2  Study Population

The study population comprigeof a multi-disciplinary team ofparticipants at the policy/nationallevel
(Parliament, Ministry,& NWSQ that are responsible for policy formulation, technical support, as well as
water service provision to communities. These naticlelel participants included &y Government of
UgandaGoU staff at the Regulation Department of MWE, Development partetaff from GIZ, key staff

from NWSC and Parliamentarians e.g. on the Natural Resources Committee; as well as CIDI staff (Field ste
& Managers). Key informants also included fidddel staff of NWSC, particularly from the field offices of
Kampala Urba PraPoor Unit.



The community level participants include@lscted local leaders and KCCA staff. The local leaders included
Division level councillors, LC Is, Village Health Te#&idTs) People managind?ublic Stand PostsPGP3$
and Prepaid Metres(PPMs)as well as water consumefjglease see Annex 3: List of Peoplg.Met

1.8  Sampling plan for the study
1.8.1 Sampling Frame

The total number of categories of stakeholders interviewed were five:
A One category comprised national level respondents that idelti 3 sub categories as follows: 1) MWE and
NWSC; 2) Development Partners (e.g. GlZ); and 3) Parliamentarians.
A One category comprised of staff at CIDI.
A The last category comprised of community level respondents including: Water Users, NWSC Vendors of
water tokens, Kiosk Attendants, and Attendants of Piraid Meters.
In qualitative research,-B individuals per subgroup/category has been recommended as a guideline for sample
size using stratified purposeful sampling (Crabtree & Miller, 1999), to helppeeltgaturation of themes for the
domain of interest. Informed by this sampling guide, for the national level, the Consultant conducted a total of 30
Key Informant Interviews (KIIs), with 6 respondents selected from each of the 5 groups of categorisatien ab

1.8.2 Sampling for FGDs

For FGDs, the Consultant planned to conduct 3 FGDs, one per Division. However, only one group discussion w
held at Rubaga Division level, with a mix of the categories of respondents identified at the community level
including select leaders at the village/zone level (e.g. LC Is), Councilors, NWSC staff, Rubaga Division staff, peop
managing Prepaid meters and PSPs, and water consumers. A total ef2 articipants were initially considered

for each of the groups, totalingp a minimum sample size of 36 respondents for the FGDs. Altogether, a total of
69 people participated in the final FGD.

1.8.3 Analysis of data and reporting

Data analysis was based on three themes aligned to the three main objectives of the studys(ipddicies, legal
framework and regulations goevrning water tariffs; (ii) key stakeholders in the tariff setting processes; and (iii) key
issues affecting citizens regarding water tariifs. Data was categorized intettserimes and analysed for meaning
based on discussions with the different stakeholders. It was then summarised according to the key assessment
guestions into this report. Conclusions and recommendations were drawn for consideration by CIDI.

1.9 Organization of the Report

The report is organed in three parts. The first section of the report captures the background to the assignment,
the purpose and objectives, the expected impact and outcomes, as well as the methodology and approach used t
undertake the mapping on water tariffs. Section 2opides in detail the findings of the study and aligned to the 3
study objectives: the first sukection puts in context water tariffs, explains what they are and why they are
charged; and the laws, policies, legal framework and regulations governingrwat#f setting in Uganda. The
second suksection provides an analysis of the water tariff setting process, the key stakeholders involved; while
third subsection analyses the mechanisms put in place by Government of Uganda (GoU) and NWSC to provid
water services to the poor, and the experiences and issues raised at community level regarding prices of water
Finally, Section 3 highlights the conclusions and recommendations of the water tariff mapping study to be used by
CIDI for further engagement witthe duty-bearers such as the MWE and NWSC.
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1.10 Gaps in fulfilling the ToR

There were no major challenges faced during execution of the assignment, except some respondents e.g. fron
development partners such as GIZ declined to be interviewed (perhapstal lack of time) and referred the
consultant to the MWE to get all the information required about tariffs. Due to limited funds, some of the planned
community-level engagements in the Divisions such as Nakawa were missed out. However, the Consultant was
able to fill this gap by getting and making reference to notes of the key issues captured from the communities
during community dialogue meetings held by CIDI staff to substantiate on the information gathered from
elsewhere.

2 Findings of the Water Tariff Mapping Study

This section of the report starts bgppreciaitng that access to water and sanitation services is a human right,
and examines very brieflwhether the Human Right to Water and Sanitation (HRWS) is upheld in Ugamda.
order to put water ariffs in context, a overview is provided about whatater tariffs are, why they are
charged to water consumersndthe different types of water tariffs An analysiss made othe laws, policies
and regulationsthat govern the setting of tariffs; thavater tariff setting processs highlighted, thekey
players involved; s well as hte current water tariff structure of NWSCSpecific sector strategies and
mechanisms put in place by the MWE and NWSC to reach the am@omlso presentedand the current
experiences of lonwincome households and communities with regardpiicing ofwater. The section ends by
examining theissues affectinghouseholds andcommunities living in informal settlements in relation to
water tariffs, andhe consequences a&fuchhigh prices charged by the water vendess the poot

2.1 The Human Right to Water and Sanitation (HRWS)

The provision of Water, Sanitation and Hygiene (WASH) services in Uganda, whether in urban or rural areas
should be seen from the context of humanhtg. Access to WASH is a human right, as recognised in 2010 by
the United Nations General Assembly (UNGA). The HRWS is inextricably linked with other human rights anc
therefore lack of access equally has profound negative impact on many of the related nhuigtats".
Therefore, the delivery of Pr®oor water services in informal settlements in a city such as Kampala city is a
human rights concern. A human right refers to and entitles everyone to having seexredable (immediate
vicinity, in sufficient gantity and on a continuous basis, for personal and domestic?)ugysically
accessible(time and distance, physical security, design of facilitiegeptable (colour, odour, and taste of
water; sanitation facilitates acceptable to useraffordable (according to income) and witlquality (safety

like water quality), for personal and domestic use.

A study by Alabaster. R. A. and Kruckova (2015) confirms that the GoU recognises the HRWS, and th
Uganda adheres to a number of international legal instents and has made various political declarations
that call for the realisation of the HRWS. However, the study notes that there is need to better frame the
right in the legal instruments in order to provide not only for the adequateessibility, availality, quality,
affordability and acceptabilityf water and sanitation, but also to secure the related procedural guarantees of
nortdiscrimination, access to information, public participation, accountailitgustainability

2.2 Laws, Policies andRegulations Governing the Setting of Water Tariffs in Uganda

This subsection puts water tariffs in context, by providing an understanding and appreciation of what water
tariffs are and why water tariffs are charged water utilities such as NWSC befdkmdpmto thelegal and
regulatory framework that guides the setting of water tariffs in Ugandan analysis is also provided of the
NWSC water tariff structure over the past four financial years (FY 20%5FM6 2018/19) and the basis for
setting it up.

1 Alabaster, R.A. and Kokova L., Ugandadlintry Mapping: The Status of Implementation and Monitoring of the HRWS (2@¢®)p.
2Personal and domestic uses include drinking, personal sanitation, food preparation, and personal and household hygiene.
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2.2.1 What water tariffs are

-AOOGET A 2EAAOQT ET &EWAMOOGEAAGAO GHEAMODAQOR 60 OFAACEAIGE AR O
determinants of the level of revenues that service providers receive from users in centralised er semi
centralised systems for the appropriate treatment, purification and distribution of freshwater, and the
subsequent collection, treatment and discharge of wastewater.

MWE defines a Water Tariff abd price for a service to deliver water to a consumer at a specifit po
(household, yard, public place, institutions, commercial enterprise and government) and charged per unit of
guantity for water supplied by metered or computed quantity

Akvopedia defines tariffs aiinds paid / contributed by users of water, sanitat and hygiene services for
obtainingaccess to and usintpe service (GLAAS, 2012).

Finally, Van der Zaag and Savenije (2006), as quoted by Ramogodi (2007), define a tariff as a set of rules tt
determine the amount that a consumer should pay for gsancertain service. In water services, the process
of designing water tariffs should be governed by economic principles with the intention to conserve water,
promote fairness among the consumers and to generate enough revenue to sustain the service.

Overall, water pricing is seen as an important economic instrument for improving water use efficiency,
enhancing social equity and securing financial sustainability of water utilities and operators. Tariff setting
practices vary widely around the world.

2.22  Why Utilities set tariffs

Utilities such as NWSC recognize thaater is a finite goodand hence has to be used efficiently following
economic principles. The fourth Dublin Principle, as set out by the International Conference on Water and the
Envirorment in Dublin, seeks to do just that (GWP n.d., as quoted by Ramogodi I. P. Motoma: 2007). Thit
00OET AEPI A AOOGAOOO OEAOYd O7TAOAO EAO Al AATTITIEA O
AATTTITEA CiTA68 4EEO Eredddnigzell @s aGEakc® resouic® foOwhiéhEetoddmis
principles should be applied. Consumers have to recognize water as a good with an economic value. As
result, water tariffs can and must be used to ensure that water is used efficiently.

Utilities suchas NWSC, therefore, use of water tariffs as a tool for Water Derhtahagement (WDM).
Pricing promotes efficient use of water,is usedfor allocating water among competing uses and for
generating finance to invest in wateelated infrastructure and seives.When consumers do not pay the full
cost of water, they tend to use it inefficienthHowever, pricing should be carried out with care as water is
essential for human life and high water prices can have a negative impact on the lives of the potamdeba
should, therefore, be struck between ensuring that the price is affordable and it encourages people to
conserve water.

Eng. Silver Mugisha (Now MD7 3 # Qh E1 Watér Gariffd &h® &elvicelfor @hlso rightly observes

that the traditional thinking alludes water ad®eing a basic social good, Ggiven and a lifeline of mankind

that should, if possible, be supplied free of charge to citizétmvever, waters a socieeconomic good that
needs some configuration of inputs in order to be deted as a potable product to citizens, at a convenient
location. In other words, water is a social good that is basic to human life but also requires some level o
funding to treat it (using chemicals, pumped systems and unit operations), transmit it(tfirgumping and
transmission pipes) and distribute it to customers. Therefore, bringing potable water close to a homestead

31ssue Paper on Water Tariff Regimes for Small Towns, Rural Areas and Water Vending with focuPoarPxspects, Ministrpf Water and
Environment (2017)
4In everyday use, the term water demand refers to the amount of water that consumers are expected to use. A more econaitiandefers to
water demand as an expression of the desire for a particular water servicéilevel AAOOOAA AU OEA Ai 1 00i AGBO xEI
j 2AIl T CIl AER Wwodéqs8 4EEO EO OOOAIT T U OAEAOOAA O1 AO OEA |llebpdént 0O »
implementation of strategies aimed at influencirdgmand patterns as to achieve efficient and sustainable use of water.
5The Independent (February, 12015.
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requires a combination of operating expenditure (OPEX) and capitice the need to use different sources
of financing for water ad sanitation services.

In terms of costs of operationrSWSG just like any other business entity, has high costs of production. These
range from electricity, chemicals, and O&M costs. These costs are not static and change with the changinc
macro-economic environment. Currently the NWSC input price of electricity is about Shs. 4.5 billion per
month, compared to about Shs. 300 million per month ten years®aghis notwithstanding, NWSC has to
continue pumping water to ensure services are delivered. Chdnemsts are currently about Shs. 20 billion

per annum, as the Corporation has to contend with the deteriorating raw water quality attributed to the
increased pollution and degradation of the environment that affect the quality of water sources. Staff
numbers and costs continue to increase as NWSC takes on more services areas. The ageing infrastructur
particularly the water distribution network and the elecdioAAEAT EAAT  ANOEDI AT Oh
maintenance costs continue increasing. All these intplgt the Corporation needs to sustain and implement

a weltbalanced Tariff Policy.

Pricing policiestherefore,for water and sanitation services normally have three key objectjvemmely:
1. Cost recovery tariff levels should be sufficient to cov€rperation & Maintenance @&M) costs, to meet the
costof system expansion to serve new customers and to cover the debt service or depreciation;
2. the water tariff should contribute to economic efficiency within the national economy;
3. the tariff structure should gpport social equity (promote widespread access to water, affordability to all
income groups, and billing and collection from all users)

According to the Lifecycle Costing Approach (LCBAWASH services are financially sustainable if the mix

of financirg flows is sufficient to cover all the different costs related to the service delivery, not only capital
expenditure and basic operating coststhe two which are most commonly considereguch a mix of
financial flows means that: 1) infrastructure can tenewed and replaced at the end of its useful life; 2)
timely repairs in cases of breakdowns take place; and 3) capacity to extend delivery systems is available
LCCA identified six (6) different type of cost categories of providing WASH setvidés tyical financing
mechanisms for water and sanitation services includes the three Ts: i) Tariffs (the contribution made by
users); ii) Taxes (investments by governments, coming from nationally or locally levied taxes), and iii)
Transfers (funding from interational donors)Put simply, sustainable financing requires that the three Ts are
matched with the six cost categories identified under the LCCA.

2.2.3 Typesof water tariffs

According to Cardone and Fonseca (2004), next to a connection charge to pravigss to a service, some
of the main tariffs which are used in water and sanitation service delivery includéx€t) Charge Tariff (also
known as Single Tariff or Flat rate tariffivhere consumers pay a certain amount independent of the volume
used (2)Constant Volumetric Tariff (also known as uniform volumetric tagffyhere all users pay the same
per unit of water used, independently of use (e.g. industry, commerce or household et¢n¢rE&gsing Block
Tariff; users pay different amounts falifferent consumption levels; the rate per unit of water increases as
the volume of consumption increases; and {4yo Part Increasing Block Tariffa fixed minimum monthly
charge for all consumers, in addition to either a flat or variable tariff basedsage. NWSC mainly uses the
increasing block tariff system, whichaimed at ensuring equity between the various water consumers.

2.2.4 Laws and Regulations governing water tariffs in Uganda

6 Godfrey Katongole (2018Brief NWSC Tariff and its Sustainability; National Water and Sewerage Corporation
"Tariff and Affordability stug, Final Report (2012), Republic of Uganda, Ministry of Water and Environment.
8 This is an approach that was introduced and developed by the WASHCost project of IRC with funding from the Bill and M&md@@dation
(BMGF).
° These cost categories¢lude: Capital Expenditure (CapEx); Operational & Minor Maintenance Expenditure (OpEX); Expenditure on Direct Support
(ExpDS); Expenditure on Indirect Support (ExplDS); Cost of Capital (CoC); and Capital Maintenance Expenditure (CapManEXx).
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The GoU haput in place a comprehensive legal framework fbe management of the water sector. The
framework comprises laws and regulations as understood in their hierarchy:

1.

2.

The Gnstitution of the Republic of Uganda, 1995 (as amended] is the supreme law of the land, meaning

that all other laws of the land catantly have to measure their legality against it.

Acts of Parliamentz! OOEAT A ¢i 1 &£ OEA #1711 OOEOOOEI T AibPi xAOO
DAAAAR T OAAOh AAOGAT T PI AT O AT A CiT A Ci OAOT AllilyAhe 1 £
AEEAAAOAT O ' AGO 1T &£ 0AOI EAT AT O DPOAI EOEAA ET OEA TA
essential ones for the Water Sector include: The Water Act Cap 152, YM8Q\Wct Cap 150, the Local
Government Act Cap 24and thePublic Hedth Act Cap 281.

Regulations z are statutory instruments that give a detailed description for key aspects in the law. These are
made by the Ministers aStatutory hstruments in respect to the different sec®and as mandated under the
respective laws. fie key one for the water sector thaelatesto water tariffs is theStatutory Instruments

(Regulations)of 2002, 2004 and 2006Rates and Anuallndexation of NWSC Tariff.

Other important instruments include Ordinances i.e. laws which are made and gdsg®istrict and City
Councils; Bydawsz which are made and passed by Lower Local Governments such as Urban Councils ant
Divisions; and Guidelinez which are made by different sectors, which in a way are not prescriptive or
binding.

2.25

Legal Framework

The policy and legal framework for the tariff regime is anchored on the following pillars:
1. The Water Act, Cap 152 Xi i ¢ Qh 3 A A OE Tharges dndFA A Difd2idesiol fihg oftariffrates,

2.2.6

charges, or feesvith the approval of the Ministeor by regulations and by involvement of the stakeholders.
The Act also provides for fixing of penalties for failure to pay any amount due to the authority when it falls due.
The NWSC Act, Cap 317 (1995ection 5, para 2 (b) on Powers of the Corporatibrset tariffs and charges,

i AEA AT A 1 AOBUu OAOGAO AT A EE@ OAOI O AT A AT 1 AEOQEIT O ¢/
The National Water Policy(1999)z promoting financial viability and sustainability of water supply systemns

full cost coverage dDperation and Maintenanced&M) by consumers and in addition for large urban schemes
coverage of depreciation of technical installations i.e. replacement costs and repayment of construction loans.
Crosssubsidies should be promoted, ¢heby ensuring a basic minimum consumption at reduced rates, and
discouraging wastage and excessive consumptioarrently, the Water Policy is under review.

The Statutory Instruments (Regulations) of 2002, 2004 and 200§Rates and Annual Indexation of NMZ

Tariff, the indexation formula as well as the first water tariff schedules for the different consumer categories
(Public Stand PipePSPs, Institutions & Government; Industrial & Commercial, etc.). Indexation helps to
DOl OAAO OEA AT I imdumdrd Gaintin ireAl valug fArithe & O

The Regulatory framework for Water tariffs

The regulatory framework for the tariitructure by NWSGsianchored on the following pillars

1. Pro-Poor Strategy for the Water and Sanitation Sector (206):

In order to guide planning, development and implementation of services targeting the poor and
marginalised groups of people in urban and rural areas, the MWE finalised the 208Bo&ro
Strategy for the Water and Sanitation Sector in Uganda, to belenented by the MWE, NWSC,
NGOs, private sector and development partnefithe Prepoor strategy has 36 action points for
implementation, out of which 11 were specifically targeted to the urban poor in large and small
towns'®. Six of the 11 action points inde urban strategies such as: enhancing access by densifying
the network and expanding to unserved areas; by establishing Public Water Points; by continuously
updating a PrePoor tariff; by subsidizing yard connections serving as authorized public watetsp

by providing smart subsidy to O&M; and by continuously monitoring water quality. Sthasegy was

0Dr. InnocentK. Tumwebaze (2016l essons ans Experiences from implementation of-Paor Safe Water Interventions in Urban Arelsnistry of
Water and Environment.
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planned to be reviewed and where necessary be updated every after a period of 2 years; however
this has not happened.

2. National Performance Monitoring Framework (Status 2016)z one dedicated sector indicator is on ppmor
O A OE £ of\plpedi water @sers having access to public water points and paying less than or equal to the

ET OOA AT TTAAOQET T OGAudivEAEly] ddta & BWSCOA DidiedAador id wRadkadable for
the last four consecutive years (2015/2818/19) except in FY 2017/18 when it was determined to be at 83%
(SPR 2019).

3. Performance Contract with NWSC (20152018) z one preP1 1T O DAOAI O AT AA-podEl AE,
connection growthz 980 per annuri?®. The 6th Performance Contract (PC6, 264@1) has a target of 10%
growth of PrePoor connections.

2.3  Water Tariff Setting Processand Key Stakeholders involved

2.3.1

The setting of Water Tariffs by NWSC is governed by the Water Act Cap 152 section 94 and involves th
following 3 step&®
1. the Corporation prepares a submission to the Minister oft&aand EnvironmentMWE) indicating and
justifying the suggestedariff revision The submission is based on an analysis of the costs of NWSC related to
the domestic price index, exchange rate, foreign price index, and electricty tariffs.
2. the Minister evaluates the NWSoposal and amends or approves the proposal
3. a Satutory Instrument effecting revision of theariff is then issue.

Water Act (General Rates) Instrument, 208@vides forindexation of the NWSC Tar#igainstthe domestic

price index, exchange rate, foreign price index and the electricity tarlie indexaion is carried out on a
financial year basis anabplieson the 1st July of each year. The indexation will be based upon the following
formular: TO (@?l + b?FI?FX+c?K) =T

Whereby

TO = Tariff level at end of year zero.

a = Proportion of tariff associatl with local salaries, and locally sourced goods based on the previous years
audited financial Accounts.

? = change.

| = Domestic retail price index as published by the Bureau of Statistics and based on the underlying inflatiol
rate.

b = the proportion 6the tariff associated with foreign costs, i.e. foreign inputs in the production process
based on the previous years audited financial accounts.

FI = Foreign retail price index based on the US Bureau of Labour Statistics.

Fx = US Dollar to shilling exchganrate based on the Bank of Uganda mid exchange rate as at the 30th June
of each financial year.

¢ = Proportion of tariff associated with electrical power based on % of electricity cost to total cost as a proxy.
(Audited financial Accounts).

K = Price oélectrical power per unit.

T = Indexed Tariff at beginning of year one.

The statutory instrument is proposed by the MWE and approved by Parliament. It offers a framework within
which the tariff can be indexed by the NWSC Board. It is designed throughlitastakeholder engagement
process with input from NWSC and the Ministry of Finance, Planning and Economic Development (MoFPED
At the level of parliamentary approval, the Committee on Commissions, Statutory Authorities and State
Enterprises and the Comtteée on Natural Resources are also involved. The framework is reviewed annually
and takes into account the exchange rate, the rate of inflation and the power tariffs.

“\Water and Environment Sector Performence Rep&@PR 2019
2Sixth Performance Contract between Galdd NWSC (July 20%8une 2021).
3Godfrey Katongole (2018Brief National Water Tariff and its Sustainabilitjational Water and Sewerage Corporation
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