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1 Background

This strategy is built on the fundamental objective to ensure the separation of
operations from regulation. The regulation of Water Services in the Ugandan water
sector is invested in a Ministerial department and this strategy aims to ensure that
regulatory oversight by this department is completely separated from operations
support which was recently invested in the Urban Water Supply and Sewerage
Department.

Critical to highlight is the fact that the two functions of regulation and support to
operations have generally had a thin line which has impacted on performance of the
sub-sector.

Water is a social and an economic good. The social element requires that all people
have access to safe water supply and the economic component calls for efficient and
reliable provision of water services to ensure sustainability and economic growth. In
the same breadth, water services are monopolistic in nature and it is not possible for
an individual to switch from one water service provider to another. Because of this, it
is critical that consumers are protected through some form of regulation of the water
service providers.

Faced with challenges of low water supply and sanitation coverage, poor systems
management, inefficient operations, low sustainability of facilities and services and
generally poor sector governance, Cabinet, under Minute 139 (CT 1997), directed the
Ministry responsible for water to undertake reforms in the water sector to ensure
that services are provided with increased performance and cost effectiveness and
the burden on Government to provide these services gradually decreases while
maintaining the Government's commitments to equitable and sustainable water
sector services in the Country.

Following the Urban Water and Sanitation Reform Study, the Urban Water and
Sanitation Sub-sector Reform Strategy 2001 was formulated which among others
recommended the separation of implementation and service provision from regulation
by establishing an Independent Regulatory Entity to enhance transparency and
accountability and further improve performance in service provision. Under Minute
320 (CT 2003), Cabinet considered the Urban Water and Sanitation Sub-sector Reform
Strategy and approved the implementation of the fundamental principles of reforms
that would consist of among others the “Creation/establishment of an Independent
Regulatory Entity for the Urban Water and Sanitation Sub-sector.

Furthermore, at its 1st meeting of the 3rd Water Policy Committee, it was strongly
observed that water supply services being a natural monopoly, whereby competition
among numerous service providers is not possible and to ensure that consumers get
the best services and value for money, there was need for an Independent Regulatory
Entity and that the creation of an Independent Regulatory Authority should be
expedited.
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Following extensive stakeholder consultations, consensus emerged that in the short
term, the regulatory functions remain the responsibility of the Ministry of Water and
Environment as per the Water Act, Cap 152, Section 45 to 48 and that a dedicated
Regulation Unit is established under the Director's Office to carry out regulatory
functions. The medium term is to strengthen the new Department and long term
institutional arrangement is to establish an Independent Regulatory Authority.
Currently the Regulation Department has 28 staff including regional staff and 3 of
which are on permanent and pensionable terms. The department is responsible for
regulating the National Water and Sewerage Corporation (NWSC) responsible for
managing and providing water supply and sewerage services in 178 large urban
centres including the Capital City of Kampala and 119 Water Authorities managing and
providing water and sanitation services in the small towns including more than 1000
non-gazetted towns under the Umbrella Organisations responsible for supporting
Operation and Maintenance in the Country.

Itis therefore proposed that by strengthening the Water Utility Regulation Department

(WURD) will lead to lead to efficient and effective execution of the regulatory functions
for the sector.

2 Purpose of the Strategy
To share the strategies, priorities and approach to regulation of water services.

To inform on the planned activities and expected outcomes of the Regulation
Department.

3 Scope

On the onset of the WURD, it is established that the scope (mandate) of the
Department covers regulation of urban water and sanitation services in Small Towns
and rural growth centers outside the jurisdiction of the gazetted water utilities, Water

for Production and the Water Authorities that have been established as utilities
(including NWSC).

4 Objectives

The main objectives of water services regulation are to increase access to safe water
supply and sewerage facilities and improve service provision in the sector.

« Provide a more transparent and predictable regime for the setting of tariffs
«  Ensure better scrutiny of service levels and benchmarking of sector performance

« Provide better consumer protection, especially protection of vulnerable groups
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« Provide a level playing field for the different service providers by promoting
competition between the different service providers and provide long-term
feasibility to investors considering investing in certain towns

«  Provide fair and predictable dispute resolution mechanisms

« Develop an approach to regulating other market segments, such as informal
water service providers, other town water supply systems or sanitation service
providers.

5 Functions of the Water Utility Regulation
Department (WURD)

The department is charged with regulating water supply and sewerage services for all
piped schemes. This implies piped schemes in the urban sector, which include water
supply and sewerage services provided by NWSC, and rural growth centres that have
piped water systems and/or have a population of more than 500 people.

In addition, the department should determine the extent to which other market
segments need to be regulated (such as informal service provision that benefits
the poor) and coordinating with the regulators of sanitation services (such as town
councils) to ensure that the expansion of sewerage and sanitation services is done
in a coordinated manner that ensures adequate protection of human health and the
environment.

The department will perform key economic regulation functions including: licensing/
contracting of water service providers, tariff setting, quality regulation, competition
and consumer protection.

« Licensing/Contracting: issue performance contracts to water supply and
sewerage authorities (WSSAs). Contracts will include the terms and conditions
that the contractors have to meet to provide water supply and sewerage
services, performance targets and incentives or penalties applied to achieving
the performance targets.

« Tariffs: receive and review tariff proposals from WSSAs and their respective
service providers. Approve tariffs, balancing objectives of cost-recovery,
efficiency, equity and affordability

« Technical quality regulation: collect and review service performances of water
and sewerage service providers and benchmark and publish information on
the service quality of water and sewerage service providers

«  Competition: identify economically viable service areas and recommend
variations to these areas on an on-going basis; resolve any dispute between
different service providers, including with respect to bulk tariff issues and
network access with a view to providing a level playing field for all types of
providers
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Customer protection: receive and resolve consumer complaints, resolve disputes
between consumers and service providers, develop customer management
guidelines

Other functions:

5.1

develop standards and guidelines to be followed by service providers, such as
for estimating tariff adjustments, corporate governance and customer handling

disseminate information to customers regarding tariff increases and other
relevant information about water and sewerage services

provide advice to the Ministry of Water and Environment on relevant water
supply and sewerage policies and regulations

Collaborate with relevant central government agencies and local governments
in order to coordinate the regulation of sewerage services with that of broader
sanitation services (including emptying of on-site sanitation facilities, faecal
sludge transport, management and reuse).

Arbitrate on competitive water resource use, especially where the resource is
limited or becoming unsustainable

Contracting

Contracts are the main regulatory tool to be used by the department. The Contract
includes the terms and conditions that the Water Authorities have to meet to provide
water supply and sewerage services, including but not limited to:

The service area to be served by the Water Authority

Description of services to be provided to the population within the service area
The period of the contract

Rights and responsibilities of the Water Authority

Performance targets

Incentives and penalties applied to achieving the performance targets
Proposed tariff structure, tariff adjustments formula and period

Business planning and reporting requirements

Customer management requirements

Dispute resolution mechanisms.

Once a Performance Contract is granted, the department has the responsibility to
monitor the Water Authority’s compliance with the terms and conditions of the
contract.
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5.2 Tariff regulation

The department is responsible for tariff regulation. This includes the responsibility to
review and approve tariff proposals submitted by the Water Authorities. In reviewing
and approving tariffs, the department aims to balance the objectives of cost recovery,
efficiency, equity and affordability.

The department has developed tariff guidelines that include:

« The tariff objectives i.e. balancing cost recovery and efficiency, equity and
affordability

«  Tariff proposal submission and approval process

« How to calculate the tariffs and develop tariff structures

« Information to be submitted with the tariff proposal application

« Thedepartment'stariffreviewand analysis process, including public consultation
provisions

« Tariff implementation and monitoring process.

5.3 Quality regulation and benchmarking

The department collects and reviews service performances of the Water Authorities
(through a series of established data capture mechanisms), benchmarks performance
and publishes information on service quality and the performance of the Water
Authorities.

Based on the service standards and performance targets in the contracts, the
department should impose penalties and sanctions on W/As that do not meet the
service standards or performance targets as per their contracts. The department
provides advice to W/As who do not meet the service standards or performance
targets on how to improve their service and move towards meeting the standards
and targets.

Key performance indicators (KPIs) that are used by the department for benchmarking
and for setting performance targets in the contracts include:

«  Technical indicators:

«  Number of water and/or sewerage connections
« Non-revenue water (NRW)

«  Hours of supply

«  Water quality / Water Safety Plans

« Financial indicators

« Collection efficiency

« Billed revenue (using Billing Systems)

«  Cost of production

« Service indicators:

« Response time to customer complaints
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« Response time to repair of technical problems

« Business and management indicators:

«  Number of staff per 1000 connections

« Compliance to business planning and reporting requirements.

The department has developed a format for reporting of KPIs. This is used by the
WAs along with guidelines on how to calculate and/or record the KPIs. This ensures
consistency of the KPIs used in the benchmarking analysis.

5.4 Competition

The department assists the government in ensuring that there is a level playing field
for all types of service providers. The Department helps resolve disputes between
different service providers with respect to tariff issues and network access.

The Department also supports the definition of service areas. It is responsible for
identifying economically viable service areas and recommending variations of
existing areas on an on-going basis. The possibility of introducing competition in
the tendering of service areas to eligible service providers could be considered if
Private Sector Participation (PSP) is endorsed for water services provision. With PSP,
the department will support WAs in the tendering process.

5.5 Customer protection

The Department has developed guidelines on customer management that the water
service providers must follow. The guidelines include:

«  Procedure and means for lodging complaints to service providers

«  Procedures for receiving and resolving customer complaints

«  Procedures for resolving disputes between customers and service providers

« Procedures for lodging complaints to the department where the service
provider has not resolved or responded to the initial complaint.

The department continuously publishes materials and develops strategies to improve
customers’ awareness of all matters related to water and sewerage services, including
raising customers’ awareness and understanding of the relationship between the
tariffs they pay and the service levels they are receiving.

The department coordinates Water Watch Groups in developing ways to raise customer
awareness of their rights and responsibilities in terms of water and sanitation.

In the quest to achieve financial sustainability, the water sector through Directorate
of Water Development (DWD) has been pushing for water authorities to set water
tariffs that meet Operation and Maintenance (O&M) costs for the various types of
piped water supply systems.
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However, the poor currently pays more per unit volume of water because of inability
to afford either yard tap or house connections, lack of easy access and higher than
acceptable charges levied by middlemen (kiosk/yard tap owners and water vendors).
This translates into the poor buying water at a higher tariff.

In a bid to fulfil its obligations of protecting water consumers/users and ensuring that
Water Supply and Sanitation Boards (WSSBs) and Private Operators (POs) provide
efficient, affordable and sustainable water infrastructures and services; the Water
Utility Regulation Department (WURD) intends to conduct a review and monitoring
of the water tariff regime in the piped water supply systems to strengthen pro-poor
provisions.

5.6 Other functions

In addition to the above main functions, the WURD provides the following specific
functions:

5.6.1 Development of operational guidelines

In addition to the tariff guidelines, KPI reporting format, and customer management
guidelines mentioned above, the department has developed other guidelines that
assist service providers in improving their performance. These include:

«  Minimum service levels guidelines — these describe the minimum service levels
to be provided to customers.

« Corporate governance guidelines — guidelines on how to manage a successful
water service provider business, including setting medium to long term
strategies and targets

« Business planning guidelines — guidelines on how to prepare and develop
business plans for short and medium terms, including financial projections and
investment requirements

« Financial projection guidelines — guidelines on how to prepare and develop
financial projections for water and sewerage operators, including the expected
tariff adjustments, improvements in efficiencies etc.

« Accounting guidelines — provide a standardised way to accounting in the water
and sewerage businesses, including financial reporting standards.

« Capital investment guidelines - ensure that investment prefeasibility and
feasibility studies are done to establish the wisdom of the investment.
Investments should be evaluated using the principles of life cycle costing and
the impacts of major investments on both tariffs and service levels should be
fully evaluated.
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« Sanitation Regulation - the Ministry of Water and Environment has the
mandate to plan for investments in public sanitation and sewerage services
and promotion of hygiene and sanitation practices in urban areas and rural
growth centres. This is enshrined in the MOU between Ministry of Health, Min.
of Education and Sports and Min. of Water and Environment. Additionally, the
water supply systems in small towns are managed by Private Operators under
management contracts within small towns and municipal councils. Sanitation
facilities are thus managed by the Town Councils and Municipal Authorities
and individuals.

« Water Safety Plans - An appropriate body, usually the regulator or their
designated agents, should review and approve water safety plans prepared by
suppliers or Government agencies. This process is designed to ensure that the
water safety plans developed are consistent with the water safety requirements
articulated within the health-based targets.

«  The Department (WURD) being a new Department under the Ministry of Water
and Environment needs to carry out numerous communication and marketing
services

These guidelines are aimed to provide service providers with a more streamlined way
of doing business, and to allow the department to better monitor the performance
of service providers.

5.6.2 Advice to Minister

The department is responsible for advising the Minister of the Ministry of Water and
Environment on matters relevant to water supply and sewerage policies and regulation.
It regularly updates stakeholders on the performance of the water authorities and
their respective service providers, and informs on the progress the sector makes in
terms of achieving long term policy targets.

5.6.3 Coordination and collaboration

The department collaborates with relevant agencies and local governments in order
to coordinate the regulation of water and sewerage services, especially concerning
sewerage services that have broader sanitation servicesimplications. It also coordinates
with other Ministries and government institutions in terms of regulation of water
quality and environmental matters.

6 Key Focus Areas (2018 - 2021)

Establish 6 Regional Utilities (RU)
) Maintain a sound regulatory system (coherent and credible for Water services
regulation)

N —
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3)
4)

5)
6)

Increase  Commercial Orientation of Utilities (safeguard from political
intervention)

Supporting financial sustainability of water service areas (Collection efficiency,
NRW reduction, etc)

Ensure Better Service Quality for rural water services and Water for Production.
Promote services to the poor; network expansion, targeted subsidies, affordable
tariffs

Publish Performance trends

Organisational Structure of the Regulation
Department

LEL AR L L) ]

STRATEGY FOR REGULATION OF WATER SERVICES IN UGANDA | Pagell



u.“_..__.Eﬂ.-:_u..___!n
Yys  Eduedwied  JOUUOK e Alpaepoye pue
S0 U P Apnha .bui_u_.z.w
HHEL  JSAAN O\ ®edogeg s PUE AlBAooa
ST [PE LR o JeEjujN “Bujyyas ey jog pod Bupuegeg
aj PO R UL Ik i .-.r_.!-..l_ ilr_ﬂvr_n
waunsnipe MIATY | pue  Asussedsus HOLYINGIY
MUEl U0y uopenEdde  maey e | J41MvL IEAMN Bupnsuy 441891 70
T
o} dn gday 5 R0 F SRRUOgENY
soppayy | s panetel o gm) aunsuz e
Buywoyssiuac RIAIEE UORAN
[Eauyssy | W Susmo) papared jo Bulgspand e
‘2 inpasound S8 jaaw o EoL
wawaBeuew sandfg | saezel-aud Bugorguog e
seugaping dugisien HEp amEB|pang - SNLLLIZYD
sHupBBw UoRnposas ayndsy e
FAUIBPND
FIFBLEAAGT “andoieIe (oA Ag paspuadag
ARadiay | prEmEl PUE SUOOJUES | [SI00 W S3d TF TP iw paulis
‘Mnpadald  Bunes | ANSASP d 95 FON YR [ 9) soany
ey | wliel  SRupping | 0F=9,5= ON J8d soaio § Bupunsiy
[ pue adie) sop | S@EsEn acansag | foany papanon 1T Apuaeng) SOH AN LS
SPORPUENS AMADE | wInANURA TEEDRGUCT | CSIORRLOT aduswiopad Jupmeaisan INANIS kv L
MRIEdES  BUpad FBUIDURS | 1O sdupiaaw JMEYCEUOT o+ | MAILATN A3NDd | wndsip  apqEpaly ONLLIYEINGD T
suausanhay NOLLONM
|EuDRppY oo Hnpy SHSYL BLIFME0 f TYOS AHOLYINDTH

[aunA) ANIWLEYE3D NOLYINDIY ALMILN HI1WA 3HL 40 ALNYNOLLINNE DNITENG HOJ AD3LYHIS

ABbajenls qynNMm Jo Atewwing :| 9|qel 8

STRATEGY FOR REGULATION OF WATER SERVICES IN UGANDA | Page 12



T

pue CISSAAN ELBUIfSauspnd JUesD sansy e
ing A papjnd SR play Bunonpuoy e
Bg 01 EuU) “BanEIoe
ApEgns o = THTRTTFTTE P T B
SHUFPING “ssaufiosd juesd |puonipuon
L ERAL Eruue g 0 uopmedaly .
pE3EES SujEpnD EUOEE) (aE0Id Jo MBS e HOLLYIOTTY
uoiafo.d RIELER LR INEHS
E13uEuly IEAPE ITRIRU BYL JO UOEEIMGHS TYROLLONDD
‘upisiangd 0uEs Jood-oid
o) saonzead pooll Sumuewnzog  w
AT O GO RIS |
oy sauaping dopesg
"23@ SREMEGNS
paialiey  spuel  sqepioge
SFU|BpINg yEnouyy jood syl o) S5A208 UNSUY =

[T T BT §5850ud
Alaens Jood-alg Maens joog-Dig | MR UBSp  Jl Wedpnied ¢ | g00d OHd SALINDE

Rt T-F
o) Sppue) paacndde Puneijiuasng e (NN
Feacudde RSP 53NISNA)
5O SPESOO0U] JpUR] 0 UOBTIAGNG .

anpadod Junlas L8 PRIRHICT Magl pul MIIATY S41MYL

HEL Ay Bujused | aaeca @) Bupies yuey woddng e | cumol TIWAS

Bujpnpu)  sauljeping ooy smd S3WNUN

Bujsued  seupng | Buwued ssusng jo Bugepdn e TSI
sususynbay HOLLONM
|TUoTIppY ooy LHET SHSYL ANLAEO SIS AHOLYINSIH

STRATEGY FOR REGULATION OF WATER SERVICES IN UGANDA | Page 13




LA apNG
H.__u_.:_._._u.uu.n_

“srapincad aaiaas o

FOUFLLIOLID U SIURIEME 2pqng L]

uizeagnd jo fucmies)|gnd jenuue] sym,
L LD O S Wo Lt H._.J.-;._.._.l._u:.vmﬂ .Eﬂ_a.._.a- L]
I-_u._.!ELn_.—.._E..__ﬂ_m_u..__iExumEﬁwu_ [ ]
WA B AOURLaed Al RLEnD ERLLHOETE
jo  AsoBaies  sad podey | esijeee pue apdwal Canedey e | gy S I5A TR
sispewered sugsg | BILEWIG iy Jo3aes g Ag Buruodas senflasaunsul e | ‘SIEIHLNAS  WIWO
"ERLEY pancidde
o uonEwLHduE  RUOUON e
ARG T JRB JOPUY e
"ERIDC AN 0 UOTEHJLRN
PlRdl mem @ SERYD ands e
Speada ABLIERD JO MBLABY
sjaBier 2 yum asuepdwon ey e
Tid YPR S0 3NpAYG
oyl e au up EElien 33
Sk || Pws P SILLMILN ..____I_.u_uu:
MENII I JER) O PUT e
SR B PO UOTIRHJLIBA BIURAMELS JO1305 OMINHYINHINIE
Pidg) seaay o BPRD Jods e o Buppewgpueq | ONY NOLLYIND3Y
|o0) | RIRIE Dd YU I0UROWOD PIYT . SNIMOLINOW | pus HOAB| | ALITYND INANIS
Bunsoday  SIAdN S e I5MN TWYAWOD | sapases o) Auprasg | ONy TWINHDIL 0
srapaod
aajhsas udjjeajues
o5 ‘sipq)dding
B RN UMDY
a1 "ssapacid
SLINUYIN | adjases PO
"SUCHSID ISR galwINSaEnn | Ta sjuswdas Jepuew
pue sl A o0 BuuER WUoR ¢ | 40 SNIHOLINDW | 430 jo uonendey
FISaLURINDYY MOLLINME
#|qisuadsay [BuStUpRY [t FIARY SHSVL INLINBO | THOD AHOLYINDIY

EE&%EEEEEEEEEEE




el O QUM

unjEpndal
$0 spey yoeds Uy Bupmesy e
[sagrent sad Burmaw juscd 1)
ST BN QUMM SO JUWERGS »
sl sy oBppsg o3 uejd
@7 QA E Juswagdiu) pue uBsag e
WUFUSEFEEE ARIDECRT BJELS L]

ABajEirg HEISDH 0 soEsug .
e JeBE JuBusd e Smag) SYOW O SR FoU0 LHIWIDNTHNA
speay  Aysedey Apreded | U3 IR GRS NEY 50 LIIERUO e | AIDYWAYD  ddvis
EINLLHOGIE
Jenuue pue Apagienb) Snding HOLI3S WO YELSINIRN Y
[00L IB0 | Pu uldyiosm  jo uojpieediid o« | gy SWNLLIDONE ANINLYYAE0 "0
S
SMUGIENS WHLNSM Ul MLEDGNY e
{sumoy (prws + alee) daning
(Appnonupguos | UDARSNES  BHUDIERD  PNPUDd e sdnoud apqriaupna
Bayeyy | apepdn) Hoo] palepdn HOILYYISULYS | #0f fjpejadsa HOILIALOHL
FIWUFE  sawaEng | Assang WOy | (8] ARANG  MWOEND  dead e HAWOLSND | UDEISG0N] JELISNT) HIWOLSND 50
BICEEBAL 1A EBALI
w0 e uoneneay w lunedopey . FTl
S0l FOJ EWIBLINIOD soMd | Aupgisesy  Bupnsus
Buippig PUEDUERIS  MEMAH % | 40 ENIWINAOOEL | puR EHIET TR
Wdd S0d J0 UoREAZEND-Al = OHLLYOddNS | o e b ROILLLL 30D
WpngEIRyIal .
ORI pny uawaleue .
Buppewnyousg AR
Busys|gnd upae (US| soy sy sedaly e
pue Fuppeunpuag “AMIBYNSUOD JPNE SLANY
oy G303 aunpadaud Jipay | WeuaBEURW Joj SE0L BRdald e ANIW DTN
sjuasas nbay ROLLIMNA
el ) KL RaAY SHEWL ANLYINO [ THOD AHOLINDIY




S1|u Euawedap

[Eucidas  jo Bupeopound

sdnoud
Fqeiauns  Jy  Aenadsa
ueHE JEUEND

HOHEE B UL U adgD

annysod o UOROUIGA]
S B0 s

opas o Supiiewyiuag
PUE Sjana] adihses b0) AUnIdS
(ssaprvosd

FT151 S TET 2 "8 prvosd
aaas  |Euuogul]  sjuawias
JEIEL B0 o uonepnEay

awifa s Fuiyyes yiiey
HjqEpripad pue uasediuel)

Tuauguiua
L N e

duszioe

[s3nEa. pasadys
oF  sapgmul)
suondwnssy fsysiy

(¢ paunsesw
2 nding ayl s sop)
inding Jo Jojed|pu)

saye

L]

(uonuassagu
Jnsas ST
inding

(slunsay  pagaadig

(anpalgo
135 Y1 IAI|IE 3 |ELS MO
Udiuaslagu)

(FETEITELS
01 N0 13 SARY 28 TEYM)

ELIER [ T3]

QYNM IHL 404 NHOMIWYHL (3814) NOLLYNTVAT ONY DNIHOLINOW INdNYS

)Momawel4 uolnjenjeny pue BulLIO}IUOI :Z3|delL 6




