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1. Introduction
1.1

Purpose of this paper

This report describes the process and results of the third and final consultation stage of the Luganville Water
Tariff Review carried out by the Utilities Regulatory Authority (the Authority). Consultation Stage 3 was done
to encourage and invite stakeholders to comment on the Draft Decision. The consulting period began on 22
February 2013 and ended on 22 March 2013.

Figure 1 Luganville Government stakeholders

1.2

Figure 2 Mr Neil Netaff and PWD staff in Luganville

Structure of this paper

This paper is structured into the following sections:
● Chapter 2, ‘Consultation Process,’ describes the activities conducted by the Authority in Consultation
Stage 3.
● Chapter 3, ‘Joint working group meeting minutes,’ provides the minutes from meetings the Authority
had with the Public Works Department during the consultation period.
● Chapter 4, ‘Government briefing minutes,’ provides minutes to briefings held by the Authority.
● Chapter 5, ‘Luganville Industry briefing minutes,’ provides minutes to the industry briefing held by
the Authority.
● Chapter 6, ‘Community briefing minutes,’ provides minutes to all Community briefings held by the
Authority.
● Chapter 7, ‘Public survey,’ provides results from survey carried out by the Authority in Luganville.
● Chapter 8, ‘Submissions,’ provides all written submissions received during Consultation Stage 3.
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1.3

Tariff review process

The process of the tariff review is designed to ensure that stakeholders are able to contribute at each stage of
the review process. The different stages of the tariff review process are:
Stage

Description

Status

Issues Paper

Description of key issues that
impact the tariff review

Published 8 November 2012

Consultation Stage 1

Stakeholders are invited to
comment on the Issues Paper

Closed 7 December 2012.
Consultation Stage 1 report
issued on 21 December 2012.

Framework paper

Description of the tariff-setting
methodology and process

Published 21 December 2012.

Tariff Application

Initial proposal of new tariff
level from the utility with
supporting evidence

Published 21 December 2012.

Consultation Stage 2

Stakeholders are invited to
comment on the Framework
Paper and Tariff Application

Closed on 21 January February
2013.
Consultation Stage 2 Report
issued on 22 February 2013.

Draft decision

Draft tariff determination by the
Authority

Published on 22 February 2013.

Consultation Stage 3

Stakeholders are invited to
comment on the Authority’s
draft tariff decision

This paper

Final decision

Stakeholders are informed of the Published on 27 May 2013
Authority’s final tariff decision
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1.4

About the Utilities Regulatory Authority

The Utilities Regulatory Authority was established on 11 February 2008 under the Utilities Regulatory Authority
Act No 11 of 2007 (the URA Act). The URA Act established the Authority as an independent economic
regulator for pricing, access, standards and monitoring of concession agreements. The regulated services
defined in the URA Act are the supply of electricity or water services.
The Authority provides continued and expanded support to the Vanuatu Government’s microeconomic
reform program. This program was designed to improve the efficiency and competitiveness of Vanuatu’s
economy through the reform of the electricity, water and other current and former government business
enterprises.
The Government perceived the establishment of an independent regulatory body as necessary to ensure that
the benefits of the industry restructuring and concession arrangements were passed on to household,
commercial and industrial customers.
The primary objective of the Authority is to improve access to electricity and water services and to protect
the long-term interests of Vanuatu’s consumers with regards to the price, quality and reliability of electricity
and water services.
This objective is central to the framework of economic regulation that facilitates the efficiency and financial
viability of regulated utilities, prevents misuse of monopoly power and ensures that customers benefit from
quality improvements and efficiency gains over the longer term.
The functions of the Authority, as expressed in the URA Act under which it is constituted, are:
●
to exercise the functions and powers conferred by the URA Act or by any other Act in furtherance
of the purpose of the Act;
●
to provide advice, reports and recommendations to the Government relating to utilities;
●
to inform the public of matters relating to utilities;
●
to assist consumers to resolve grievances;
●
to investigate and act upon offences under the URA Act ;
●
to advise the Minister on any other matter referred to the Authority by the Minister; and
●
to administer and monitor compliance of Concession Agreements under the URA Act.
In accordance with its Charter of Consultation and Regulatory Practice the Authority aims to be:
●
independent, balanced and fair by ensuring its advice does not reflect undue influences and is
consistent with its statutory objectives; and
●
open and transparent by publishing its findings and conclusions.
Section 18 of the URA Act grants the Authority the power to determine the maximum price which may be
charged in relation to any aspect of a regulated service in any place.
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1.5

Useful documents and links

All sources of external information and data quoted in this paper are provided in subscript or footnotes. All
other information originates from the Authority.
Readers of this report may also find it useful to review the following reports and documents:
● Utilities Regulatory Authority Luganville Water Tariff Review Issues Paper, November 2012
● Utilities Regulatory Authority Luganville Water Tariff Review Consultation Stage 1 Report,
December 2012
● Utilities Regulatory Authority Luganville Water Tariff Review Framework Paper, December 2012
● Utilities Regulatory Authority Luganville Water Tariff Review Tariff Application Paper, December
2012
● Utilities Regulatory Authority Luganville Water Tariff Review Consultation Stage 2 Report, February
2013
● Utilities Regulatory Authority Luganville Water Tariff Review Draft Decision, February 2013
● Utilities Regulatory Authority Luganville Water Tariff Review Final Decision, May 2013
● Utilities Regulatory Authority Annual Report 2011
● Utilities Regulatory Authority Act No. 11 of 2007 and Amendment (2010)
● Water Supply Act 1955 and Amendments
● Public Health Act 1994

Utilities Regulatory Authority, Luganville Water Tariff Review Consultation Stage 3 Report, May 2013
Page 7 of 61

2. Consultation process
2.1

Consultation objectives

The objectives of Consultation Stage 3 were:
●
To inform stakeholders of the Draft Decision Paper;
●
To raise key issues identified from the draft decision to Government stakeholders; and
To encourage stakeholder comment and feedback on the Authority’s Draft Decision.

2.2

Consultation activities

The following table describes the activities undertaken as part of Consultation Stage 3:
Date

Activity

Description

Target stakeholder group

06/03/2013

Port Vila public
briefing

Draft Decision briefing held
at the URA Office.

Government and Public
stakeholders

12/03/2013

Luganville
Government
stakeholders
briefing

Draft Decision briefing held
at the Vanuatu National
Provident Fund conference
room in Luganville.

Government stakeholders

13/03/2013

Luganville
industry
stakeholders
briefing

Draft Decision briefing held
at the Vanuatu National
Provident Fund conference
room in Luganville.

Industry and business
stakeholders

13/03/2013

Luganville
Community
briefing 1

Draft Decision briefing held
at the BP Bon Presbyterian
Church in Luganville.

BP Bon Community

14/03/2013

Luganville
Community
briefing 2

Draft Decision briefing held
at the Mango Station
Anglican Church in
Luganville.

Mango Station Community

14/03/2013

Luganville
Community
briefing 3

Draft Decision briefing held
at the Sarakata Anglican
Church Hall in Luganville.

Sarakata Station Community

15/03/2013

Luganville
Community
briefing 4

Draft Decision briefing held
at the SANMA’s Women’s
Center in Luganville.

Chapuis Station Community

15/03/2013

Luganville
Community

Draft Decision briefing held
at the VMF Barracks in

Solway and VMF Barracks
Community
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13/03/201315/03/2013

briefing 5

Luganville.

Survey

URA survey’s were carried
out at the briefings

Luganville communities

In addition to the above activities:
● the Draft Decision paper was circulated via email to a wide range of stakeholders, all of whom were
invited to comment or provide submissions;
● a press release was circulated to the media explaining the Luganville Water Tariff Review Draft
Decision Paper;
● prior to the Government and Industry briefings, invitations were sent;
● posters advertising the community briefings were circulated via email and distributed around
Luganville by the Luganville Public Works Department team;
● radio announcements of community briefing venues and times;
● a press release was published informing stakeholders of the briefings.
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3. PWD/URA Joint working group meetings
At the start of the tariff review process, the Utilities Regulatory Authority (URA) and the Public Works
Department (PWD) formed a joint working group consisting of key staff of PWD led by Mr. Jone Roqara
(PWD’s Deputy Director) and the URA. Joint working group meetings were held weekly to discuss the tariff
review progress. Presented below are minutes of meetings held during the Consultation stage 3.

3.1

15 February 2013 meeting minutes

Meeting venue: URA office
Meeting time, date: 10 am, 15/02/13
Attendees: PWD- Mr. Jone Roqara, Mr. Ambatha Paraliu, URA- Mr. James Ryan, Mr. Romney Marum and
Ms. Maureen Malas
Minutes:
● Mr. Ryan walked through the Authority's draft decision financial model.
○ Mr. Roqara questioned the kWh amount calculation used under Electricity Costs in the
financial model: Is it a yearly or quarterly kWh calculation?
○ URA response: It's a quarterly kWh used for electricity cost calculation in the financial
model.
○ For investment, PWD confirmed a Vt 10 m is for PWD services. The Vt 10 m allocated
each year to different provinces, of the Vt 10 m, Vt 3 m is for water services.
○ URA's draft decision assumes a 1% bad debt. Bad debt is lost revenue from bills that are not
paid by customers.
○ Draft decision tariff is 15.9% increase. There is probability tariff will be around 15-16%
range depending on information from asset consultant.
● Discussion on the Luganville Water Service (LWS) Improvement Plan. The document had been
presented by PWD to the Minister of Civil Aviation and the MIPU Minister.
○ PWD confirmed discussion is in progress on signing off on the document. Also PWD has
engaged Japanese consultants on water projects. A request of the Draft Decision financial
model is requested by PWD for their consultants to look at.
● Discussion on "ships."
○ Tariff Application assumes both foreign and domestic ships. PWD to clarify the issue of
different prices being charged for all ships.
○ PWD stated that the local workshop charging ships is registered as a local water customer of
PWD. The operation of how much the local workshop charges ships is an issue to be
resolved. Further investigation needed.
Actions:
1. URA to send a copy of the draft decision tariff application model to PWD upon publication
of the Draft Decision.
2. PWD to share minutes of their Improvement Plan meeting or any other meeting regarding
the Improvement Plan with the URA.
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3.2

22 March 2013 meeting minutes

Meeting date, time: 22 March 2013, 10 am
Meeting venue: URA Office
Meeting attendees: PWD- Mr. James Hakwa, URA-Mr. James Ryan, Mr. Romney Marum and Ms. Maureen
Malas.
Minutes:
● Feedback from Consultation stage 3 trip to Santo from 12-15 March 2013 was shared. General
feedback URA received from communities is that the proposed increase price of 13.2% is
unaffordable due to increase unemployment and low income earned in each household. Total of 122
surveys is yet to be analyzed, results will be shared with PWD and detailed in the Luganville Water
Tariff Review Consultation Stage 3 Report. The business people who attended the industry/business
briefing on Wednesday 13 March agreed to the increase propose as long as a quality water and
service is delivered. Minutes to all briefings URA held during the Luganville consultation will be
shared to all stakeholders in the Consultation Stage 3 Report.
● Mr. Hakwa confirmed that a submission on the Luganville Water Tariff Review from PWD will be
submitted once all PWD team meet together (Mr. Paraliu is currently in Epi and Mr. Roqara has
other commitments to attend to).
● Mr. Ryan shared information received from the New Zealand consultant engaged by the URA to
assess the Luganville water network. Further information is requested to be provided by PWD
regarding the new water source. PWD to submit evidence of why the current water source is to be
relocated to Solway.
● Another point raised is Water Protection Zones that URA and PWD must look into to protect the
new water source.
● URA is currently classifying all Luganville Water Customers into customer types: Business,
Government, School, Hospitals, Domestic, Church and Ship. Assistance is requested to PWD team
in Santo to complete classifying the customers into customer groups. Mr. Hakwa agreed to follow-up
with the PWD Santo team into getting it completed by Wednesday 27 March.
● From the New Zealand consultant's (engaged by the URA) report if the entire value of the network
is taken into account in the tariff calculation, tariff will increase to Vt 80, that is total Grant amount
received is not deducted from the value of the network. The consultant’s report will be circulated to
stakeholders.
● An interesting point raised from the Luganville briefings is to exempt VAT on domestic customers
water bills. PWD to talk to the Ministry of Finance. Water bills will be more affordable for domestic
customers if VAT is exempted. For commercial customers, VAT is to be included in their water bills.
URA to further investigate its impact on tariff and PWD's total revenue.
● Price increase conditions were discussed. And the list is Customer Survey to be included in the
Performance Audit, regular Quality testing to be undertaken by PWD, Testing frequency to be set,
Notices to be issued to customers to inform them of water quality (colour codes to represent a
certain water quality level, eg. green= good to drink, yellow=boil before drinking, red=not safe to
drink..etc). The issuing of notices will be drafted by the URA in its Water Safety and Reliability
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●

Standards. URA to complete the Water Safety and Reliability Standards before gazetting of the Final
Decision. The standards are conditioned to the final decision.
For non-revenue water, proper tracking must be established by PWD. Going forward, PWD must be
able to report on non-revenue water.

Actions:
1. URA to send customer list to Larry and Moli (PWD Luganville team) to complete classifying
customers into customer types and also request reports (since water testing began) of water quality
tests undertaken by PWD from PWD Luganville Water Database. Mr. Hakwa agreed to follow-up
and to ensure that data is received by Wednesday 27/03.
2. URA to work on Final Decision and to meet with Mr. Jone Roqara (PWD's Deputy Director)
on Thursday 28 March, 10am at the URA Office.
3. PWD to talk to Finance on VAT exemption for domestic customers and to start look into
managing non-revenue water.

3.3

28 March 2013 meeting minutes

Meeting venue: URA Office
Meeting date, time: 28 March 2013, 10 am
Meeting attendees: PWD- Mr. Jone Roqara, URA- Mr. James Ryan, Mr. Romney Marum and Ms. Maureen
Malas.
Minutes:
● Mr. Roqara shared minutes of the National Water Advisory Committee meeting held in September
last year when discussions around the Luganville Water Tariff Review began.
● The URA team was also informed that in February 2013, the Vanuatu Government budget was a
deficit therefore PWD took potential of water revenue. Mr. Roqara shared PWD's Revenue
initiatives from PWD's Revenue Forum held on 14-15 February 2013.
● Mr. Roqara shared the Public Works Department Implementation matrix and asks the Authority to
provide comments on it.
● The Public Works Department corporate structure was shared with further staff procurement to be
undertaken to overall increase staff to 10.
● Mr. Roqara suggested he would share the Public Works Department Water Strategy Workshop
Report with the URA team.
● Mr. Ryan mentioned that the Implementation Matrix is what the URA will be using to define the
criteria’s of the tariff review. A summary update of the Luganville Consultation 3 undertaken by the
Authority from the 12-15 March 2013 was provided. In general, feedback from the Government and
Industry briefings was that with the proposed 13.2% price increase, they did not oppose to the
increase. On the other hand, the Authority received strong resistance to the proposed price increase
from the Community briefings.
● The Authority is currently looking at setting different price for Commercial and Residential. Setting
the different prices will create distortion. That is less incentive for the Public Works Department to
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●

●
●
●

●

provide water to Residential customers since it’ll be expensive to provide water to that customer
category.
Mr. Roqara agreed that the Authority and the Public Works Department to jointly petition to the
Ministry of Finance and Economic Management to exempt Value Added Tax (VAT) on domestic
customers. Mr. Roqara to include in one of the Public Works Department’s matrix. VAT exemption
would ease affordability on water customers. VAT exemption to be reviewed after one year.
Public Works Department Implementation Matrix to be taken in as a submission for the Final
Decision. The Authority to provide Mr. Roqara with feedback to the Matrix.
The Performance Audit is an annual activity to review all the Public Works Department’s annual
activities.
The Authority shared findings from its Draft Decision Consultation Stage 3 trip to Luganville:
1. Performance Audit: to include a mandatory customer survey to measure customer
satisfaction.
2. URA to publish Water Safety and Reporting Requirement Standard. Such standard to take
into account:
■ What the level of water quality should be and actions PWD must take if the level
changes.
■ PWD’s obligation to inform customers, for example test quality more frequently
■ PWD to furnish water testing results to the Authority.
3. Requirement for PWD to take account of non-revenue water.
■ PWD to input appropriate instrument to measure water pumped and sold.
4. URA to ensure Water Protection Zone is in place at the current and new water source.
■ Mr. Roqara informed the Authority that Water Protection Zones are established.
■ Mr. Roqara stated that he will email Director Christopher Ioan to follow up and
confirm.
■ Mr. Roqara to include Water Protection Zones as one of the matrix.
The Authority is to complete the Water Safety and Reporting Requirement Standard before gazetting
of the Final Decision.

Actions:
1. PWD (Mr. Roqara) to:
○ Follow-up with Director Christopher Ioan on Water Protection Zones.
○ Provide the Authority with PWD’s Short and Long Term Improvement Plan for feedback.
2. URA to send the following items to Mr. Roqara:
○ Financial model to support PWD’s budget request
○ Comments on the Improvement plan
○ Letter recommending future level of subsidy
○ Final report from the Asset Valuation consultants.
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4. Government briefing minutes
During the consultation stage 3 period of the Draft Decision paper, two briefings were held for Government
stakeholders, one in Port Vila and the other in Luganville. Presented below are minutes of the briefings held.

4.1

Port Vila Government briefing

Briefing date, time: 6 March 2013, 9 am
Briefing venue: URA Office
Attendees: UNELCO- Mr. Ghislain Kaltack, Mr. William Tuikalepa, Mr. Louis Abel, TRR- Ms. Marianne
Berukilukilu, Mrs. Doreen Leona, URA- Mr. James Ryan, Ms. Lizzie Taura, Ms. Janique Racine and Ms.
Maureen Malas.
●

Background of the URA. The URA project manager leading the review provided an overview of
the role and purpose of the URA - which included tariff setting powers. Ms. Maureen Malas
described the Authority's main objectives, one of which was in promoting the long term interest of
customers and ensuring that the regulated services provided to consumers was affordable, safe,
reliable and maximum access to these regulated services was in place.

●

The Tariff review status. Ms. Malas outlined the initial request to carry out the review by the
Minister of MIPU and the different stages of consultation undertaken by the Authority. She also
noted the joint-working group established by URA and MIPU assisted with practicality of receiving
information to work to meet the deadline proposed for a Final Decision on the Tariff Review. The
current tariff review will result in reasonable prices being charged for Luganville Water Services.

●

Draft decision tariff. Ms. Malas described carefully the changes that would be adopted should the
revised tariff be applied. She explained that while the tariff would change (increase of 13.2%) for the
different customer groups, that the deposit and the reconnection fee would remain unchanged. It
was clearly noted that the tariff review and proposed increase took into account two important
factors. These were (1) reviewing consumers (residential and business) affordability into the tariff
calculation and (2) the implementation of the tariff as a result of the review is dependent on the
Government through PWD and other relevant Ministries meeting certain requirements. She
emphasized that any proposal such as the increase in tariff should improve the water services in
Luganville given the Government's role in meeting conditions proposed by the URA.

Questions that arose in this discussion were:
Q1 - What if the Government does not agree to these conditions? (UNELCO- Mr. W. Tuikalepa)
URA response - As answered by the Mr. Ryan (URA Chief Economist), if the Government does not
wish to agree to improve the water supply, then the price will remain as is. He further added that
during the review, the team has had to identify the point at which there would be an increase in tariff
and it appears if the Government would like to see an improved water service delivery then such a
review would give people the confidence for the change to happen.
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Q2 - What is the P-price in Luganville, and how is this considered in the price of review? (UNELCO- Mr.
Louis Abel)
URA response - As answered by Mr. Ryan, the P calculated is slightly different as electricity in
Luganville using a similar rate for all users. Also the same tariff applied for cubic meter water since
1991 at 52vt/m3 is still being applied today. There has been no tariff adjustment formula in place for
water prices in Luganville. The Draft Decision includes a formula to adjust the price according to
changes in electricity prices.
Q3 - What is the difference between types of fees charged for customers and ships, given the rate of increase
is similar? (TRR staff – Mrs. Doreen Leona)
URA response - As answered by Mr. Ryan, foreign ships berthing in Luganville pay a different fee for
their relevant metering (special meter), on an average per quarter. He further added that for this
review a more specific analysis of ships was carried out which included carrying out a forecast on the
number of ships expected to arrive in Luganville, hence resulting also in the tariff change proposed.
o

Affordability analysis. Ms. Malas clearly outlined the percentile of consumers per quarter, their
consumption and how the increase would impact them in terms of amount expected to pay. She also
noted the big consumers who fell in the range of above the 97th quartile who in terms of
affordability were not impacted. This conclusion was as a result of careful analysis of their Profit and
Loss statements which showed this increase would make up between 0.11-0.3% of their reported net
profit.

Questions that arose in this discussion were:
Q4: So far in your consultation, what sort of feedbacks have you received from consumers? (TRR staff –
Mrs. Doreen Leona)
URA response- As answered by Mr. Ryan, throughout the consultation and especially recent survey
carried out in Luganville, showed customers are aware of the quality of water that they are receiving
and also the fact that sometimes PWD runs out of chlorine, makes the customer response positive to
the tariff review and about 1/3 of customers surveyed would like to see improvement in the quality
of water that they are getting.
Q5: Is the water service for which the review is being undertaken only within the Municipal boundary? (TRR
staff – Mrs. Doreen Leona)
URA response- As answered by Mr. Ryan, in the water tariff review consideration has only been for
those with meters whether in the municipal boundary is within or not, we are unsure. At the moment
approx 2,300 customers are being served and there are some grey areas to the water network as
certain issues have been identified. One of which is trucking of water - how these are priced and at
which point are they accounted for is unclear as the invoicing process is unclear to the Authority and
to the PWD.
o

Conditions for tariff increase. Ms. Malas covered the conditions under which the increase in tariff
when implemented will ensure that there is improvement in the water services and quality of the
water provided. It would require input from the government on specific conditions to be met so that
the price set which is 'fair' is an assumption that there is improvement in certain areas.
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o

Other issues. Ms. Malas outlined issues identified which could only be addressed by PWD and other
relevant Ministries. These issues involved bad debt by government employees living in government
quarters, leakages and deliberate damages to the water network and whose responsibility.

Questions that arose in this discussion were:
Q6: What is the efficiency of the network? (UNELCO- Mr. Louis Abel)
URA response- As answered by Mr. Ryan, we are not able to calculate the leakage yet but noting
somewhere between 30-70%. Reason also is because PWD does not regularly measure the amount of
water pumped but relies on the metered water to a customer.
Q7: Given all these problems with unpaid bills - we can we have confidence that what the URA is proposing
as conditions that the Government can commit? (TRR- Mrs. Doreen Leona)
URA response- As answered by Mr. Ryan, we do hope that the Government can respond in one way
or another and with ring fenced funds, we may see some improvements where it is supposed to be
apparent.
Q8: What is the forecast for long term solution? (UNELCO- Mr. W Tuikalepa)
URA response- Answered by Mr. Ryan, the Authority is considering the review over a 5 year period
and if there is any Aid money involved, perhaps it would also lead to an initiative to create a separate
body for managing the funds related to water and how it is disbursed.
Q9: Is the Government considering any Bad Debt mechanism? (TRR- Mrs. Doreen Leona)
URA response- Answered by Mr. Ryan, the Authority is considering to write off bad debts of the
Government though going forward with proposed tariff would mean the Government has already in
place some mechanism to manage bad debt.
Q10: With the increase in Tariff, what will happen to the customers who are used to receiving flat tariff
compared to everyone else? (UNELCO- Mr. W. Tuikalepa)
URA response- Answered by Mr. Ryan, as a result of proposed tariff increase and if the Government
does meet all conditions required, customers will receive appropriate water tariff charge and have
access to improved water services and quality of water they are receiving.
Q11: Whose responsibility is leakage? (TRR- Mrs. Doreen Leona)
URA response- Leakage after the meter for any customer is the responsibility of the customer.
Q12: When will the tariff decision be implemented in Luganville and customers paying the proposed tariff?
(TRR- Mrs. Doreen Leona)
URA response- As answered by Mr. Ryan, the implementation of the increase of tariff once final
decision is out will depend on the Government meeting the conditions that will be set out in detail in
the Final Decision. Ideally, the Final Decision will also include indicative timings of when the
Government aims to meet each of the conditions.
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Action:
●

4.2

URA to send soft copy of presentation slides to everyone present throughout the briefing.

Briefing with MIPU stakeholders minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 10.45 am, Wednesday 6th of March 2013
Venue: URA Office
Attendees: MIPU- Honorable Minister Tony Nari, Director Mr. Sam Namuri, Deputy Director Mr. Jone
Roqara, URA- Ms. Lizzie Taura, Mr. James Ryan and Ms. Maureen Malas.
Points discussed during the briefing are as follows:
1. Introductions:

Welcome speech was given by the URA Manager Regulation, Ms. Lizzie Taura on behalf of the
Commissioners of the Authority and the team at the URA. This was followed with introduction of the team
leading the review.
The Minister’s response was noted.
2. Discussions:

Utilities Regulatory Authority:
The Luganville Water Tariff Review project manager, Ms. Maureen Malas provided an overview on the
Background, Structure, Purpose and Powers of the Authority outlining the important roles that the URA
undertakes to ensure affordability, safety and reliability of regulated services and maximum access to these
regulated services network.
The slides were presented as they occurred in the draft decision summarized to highlight the main points to
note by the Minister and his Directors. Questions that arose as the presentation occurred were as follows:
Draft Decision Tariff:
1. Director Mr. Sam Namuri (Dir-Public Works Department (PWD)) raised the question of ‘Ships’ as a
customer and what it referred to. Mr. James Ryan, Chief Economist at the URA identified with the Director
that as a category in the definition of a customer was according to the current Water Supply Act. He further
described that it was ambiguous and that the URA assumed ‘Ships’ to be all ships that had access to water
from the meters installed at the Wharf.
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2. Dir-PWD asked how the change of 13.2% was obtained and rationale for having similar increase for both
‘Customers’ and ‘Ships’. Mr. James Ryan explained that this rate was determined as a result of the tariff
formula adjusted using the information received from PWD and that ‘Ships’ in the review process
represented only a small number consumer in terms of consumption level
Affordability analysis:
3. The Dir-PWD also noted the affordability analysis carried out by the URA and how easily understood it
was to better explain quantity of customers, quantity of consumption and how these customers would be
impacted by the increase of water price in value terms. Mr. James Ryan further explained the analysis carried
out and its impact with respect to the percentile chart. It was further noted by the URA to construct a chart
that would relay the message according to how customers would interpret for themselves and noting the
Directors requirement.
4. The Honorable Minister acknowledged the explanation provided on customer interpretation of the charts
on affordability and commented on significant points to be considered by the URA during its presentation to
consumers. These were:
a. To ensure surprises are minimized or at best avoided by explaining clearly to customers the importance of
such a review and providing to consumers the confidence that as a result of the review what they will be
receiving and paying for as a commercial service is in line with the Water Supply Act and is now being
appropriately calculated;
b. To emphasize that by having such a review carried out by the URA, should give the consumers the
confidence that they are spending on reliable and safe services.
Conditions for tariff increases:
5. The Honorable Minister noted that it is important for all stakeholders including the government to note
that for public services such as a Public Hospital operating in Port Vila where the water operator was a
private company, if the Government did not pay its bill, the service will be automatically disconnected
whereas if it were in Luganville, similar action would not happen. This is because it is operated by the
Government. Then such a structure will affect revenue collected, future maintenance for a required income
and does not prove lucrative for the Government. The Hon Minister agreed strongly that have a better
finance structure in place and the URA’s process and points identified in the presentation are worth putting
in place.
6. The Dir-PWD added that a similar regime is currently being put in place and work is advancing on
ensuring that the issues around customer payments that have been received and receipted but which physical
monies not received have been rectified by making payments directly to the Finance cashier rather than being
held by PWD.
Other issues:
7. Mr. Jone Roqara, Deputy Director-PWD mentioned that included with all other issues around financing
of specific water services, the current finance arrangements in place is certainly not helpful. Certain related
purchases for installation of new meters while is currently reducing set operations budget for public works,
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are not being accounted for in public fund as additional expenses incurred by PWD for water operations. He
suggested that it would require a well defined system for such financial arrangements to be maintained so that
all related expenses are made out of related revenue.
8. The Deputy Dir-PWD also mentioned that as a result of MIPU strategic planning day workshop,
Luganville water was one of the priority considerations which has led to a new position is currently being
requested to PSC to consider for the management of the PWD-water section. This initiative will hopefully fit
in to the overall management and discussion around Luganville water management and in line with what the
URA is currently involved in on the review of water tariff.
9. The Hon Minister also noted that with all these issues around nonpayment of bills and funds received but
not accounted for, whether or not there is a system in place to capture this inconsistencies, he still sees the
need for the issues identified by the URA to be rectified. He added that there needs to be dialogue with the
Ministry of Finance on how to better address these issues for the benefit of users but also for the
Government to optimize on making more money.
10. The Manager Regulation (Ms. Lizzie Taura) noted that there was currently a stakeholder meeting on the
proposed Amendment of the Water Resources Management Act at the Ministry of Geology and Mines as she
was advised. She noted that it would be good to have the URA’s view if the Authority had to opportunity to
comment. The Dir-PWD was not aware and that he would follow up with and advise if this initiative was
taking place.
3. Conclusion:

The meeting was concluded with Mr. James Ryan requesting if the Minister and his team could identify
specifically which other stakeholders should be consulted at this stage. The Dir-PWD mentioned that meeting
with Ministry of Finance, Ministry of Lands and Ministry of Forestry would be good.
In his closing talk, the Honorable Minister thanked the URA team for carrying out the review and that PWD
would provide all the support they can give. He mentioned that it was also important that Ministry of Finance
also showed similar support to maintain a good finance system which will ensure also that all Ministries of the
Government though are under separate roofs are aware of how their operations impact one another in terms
of the public services they provide. It is also important that the Government through the Ministries involved
in service delivery are able to optimize on issues identified and become more lucrative.
The Manager Regulation thanked the Honorable Minister and his Directors on behalf of the Authority’s
Commissioners and team for the good work currently being carried out by both teams and that going forward
whatever support that the working group required, that this will be given.
4. Actions:

PWD and URA to jointly organize a meeting with Ministry of Finance to brief the Director and DG and
possibly Minister on status of Luganville water tariff review;
Dir-PWD to follow up on amendment of Water Act currently managed by the Ministry of Geology and
Mines;
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4.3

Luganville Government briefing minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 2pm Tuesday, 12th March 2013
Venue: VNPF conference room, Luganville
Attendees:
Name

Organization

Mrs. Palaud Evelyne

SANMA’s Education Office

Mr. Tousei Lesteour

Northern Provincial Hospital

Mrs. Gloria Tarileo

Women’s Affairs Department

Mr. Samuel Willy

Police Department

Mr. John Silas

Police Department

Mr. Barry Toa

National Bank of Vanuatu

Mr. Ian Bani

Tourism Office

Mr. Gerollyn Tagaro

Northern Provincial Hospital

Mr. Norris Hamish

Ports and Harbour

Mr. Nicholas Godden

Customs Department

Mr. Ravo Moli

Public Works Department

Mr. Nathan Tabi

Public Works Department

Mr. Larry Langon

Public Works Department

Mrs. Marie France Maleb

SANMA Provincial Health

Mr. Neil Netaf

Vanuatu Agriculture College

Mr. Peter Sakita

Luganville Municipality

Ms. Rita Bill

FM 107

Mr. John Patrick

Public Works Department
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Minutes:
● Introduction presentation from URA
● Questions (Q)& Comments (C):
Q1. Mr. Moli, PWD: Have you considered a different tariff for large customers who use large amounts of
water?
URA response: We have considered different tariffs based on level of consumption, but have found
that a flat-rate tariff appears to be the fairest solution.
Q2. Luganville Town Clerk: What is the proposed price compared to Port Vila?
URA response: The proposed price is lower than the lowest tranche tariff in Port Vila (refer to Draft
Decision document page 11)
Q3. Mrs. Marie: Is it possible to have an exemption on the increase for hospitals?
URA response: This is not something we have considered. Any subsidy would mean an increase in
prices for other customers.
Q4. Ports & Harbour: What is the quality of the current water source?
URA response: There is a proposed project to move the water source from its current position to
Solway, due to encroachment by settlement and potential contamination.
C1. Mr. Neil VAC: Some squatter communities have very low incomes where large households are supported
by very minimal income. The proposed increase is likely to be unaffordable for these customers.
URA response: We will be carrying out a survey to investigate the affordability of the increase across
all different parts of town. If it is shown that the increase is unaffordable, then we can consider a
different tariff for low usage. Or there may be other solutions to support low income families.
C2. Luganville Town Clerk: Reconnection fees of 3000 vatu seem very high, especially when compared with
the average bill for small households.
URA response: Up till this point reconnection fees have not been raised as an issue. We will investigate
this further.
Q5. Luganville Town Clerk: How will the proposed performance audit deal with the issue of central
government not providing adequate budget to operate Luganville water services?
URA response: The performance audit will check the full financial management of Luganville water
services, including revenue collected, budget assigned, and actual spend, as well as quality and other
operational measures. If budget is not provided, the performance audit will highlight this to senior
government officials, ministers, parliament and the public.
C3. Mr. Neil VAC: PWD should be congratulated for the job they are doing. The revenue collected goes
somewhere – the key is to build government accountability.
URA response: We echo congratulations to the PWD team on the job they have done to ensure water
supply to the town of Luganville. The issues we have highlighted are a result of how the service is
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structured, not individual behavior. The conditions we wish to set government are designed to ensure
these fundamental issues are solved.
Q6. Luganville Town Clerk: Is it the water source or the pipes that are causing bad quality?
URA response: It is both. There is a small fraction of the network that is galvanized steel and
approaching the end of its useful life. Also, the current water source is at risk of contamination.
Q7. NBV: If there is donor funding, why is there going to be a tariff increase?
URA response: The price of water is at the same level that was set in 1991, and the cost of electricity
has increased dramatically since then. The price is too low now. Also donors tend to favor projects
that will become financially viable, so are unlikely to support an ongoing subsidy of water prices.
Q8. Ports & Harbour: Is the hydro plant reducing the price of electricity?
URA response: When the Sarakata hydro plant was built, the agreement with the donors (JICA) was
that the savings would be placed into a fund for electricity projects, rather than reducing prices. Since
the expiration of UNELCO’s contract at the end of 2010, that fund does not exist. The base price of
electricity is lower in Luganville than Port Vila because the results of arbitration with UNELCO do
not apply in Luganville. The draft decision proposes a formula that will adjust the water price if the
electricity price changes in the future. If it possible to further reduce the price of electricity in the
future, then the price of water will automatically adjust.
Q9. Mrs. Marie: Recommendation for a different affordable rate for hospitals
URA response: We will listen to any request from government for a subsidized tariff for hospitals. We
will want to understand the following things: what is an “affordable” rate for hospitals, given that
water bills are relatively predictable and should be accounted for in any budget request? Why should
water customers pay higher bills in order that hospitals pay less out of their budget for water?
C4. Mr. Neil VAC: I think we will go down the road to privatization.
Q10. Mr. Neil VAC: Why are there no pacific countries in the international comparison?
URA response: There is a lack of data from neighboring pacific countries, but we will keep looking for
the final decision.
Q11. Ports & Harbour: How closely have you worked with the supplier (PWD) in order to understand their
issues?
URA response: We have formed a joint working group with PWD to exchange data and discuss the
tariff review. This group meets every week.
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5. Luganville Industry briefing minutes
Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 9am Wednesday, 13th March 2013
Venue: VNPF conference room, Luganville
Attendees:
Name

Business

Ms. Isablle Lapi

Nemo Hotel

Mr. Nako Maxime

Asia Motel

Mr. Napong Raphael

Deputy Principal Saint Michel

Mr. Frederick Chan

C.C Store

Mr. Neil Croucher

Melcoffee Sawmill

Mr. Eddy James

NISCOL

Ms. Danitza Thomas

NISCOL

Mr. Bani T.

COPSL

Mr. Bunny Fung Store

Charles Fung Store

Mr. Toru Mochizuki

Santo Meat Packers Ltd (SMP)

Mr. Joel Tovor

VNPF

Minutes
● Introduction presentation from URA
● Questions (Q) & Comments (C):
C1. Mr. Mochizuki (SMP): There are frequent times when the water supply is not adequately treated, and the
water will become unsafe for drinking or will contaminate product. It is very important that the public is
informed of problems with the water supply.
URA response: We will consider a new safety standard that requires water utilities to inform the public
when quality drops.
Q1. Mr. Croucher (Melcoffee Sawmill): Quality is a significant problem. I have heard that a site has been
selected for a new water source. What is the status of this?
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URA response: A new water source has been identified and the Government has purchased the land.
A project is being discussed with an aid agency (JICA) to develop the source and improve the
network.
C2. Mr. Croucher (Melcoffee Sawmill): The proposed increase presents no additional difficulty for us.
Q2. PWD Mr. Moli: In some cases there is a land-owner selling water to tenants. What impact does that
have?
URA response: We would deal with such situations on a case-by-case basis. It doesn’t appear to have
any impact on the tariff review.
Q3. Mr. Mochizuki (SMP): How often does quality testing take place?
PWD response: Quality testing is done monthly
URA response: We will incorporate a required frequency of testing in the conditions for the tariff
increase. Also, any safety standard requiring the public to be informed of decreases in water quality
would require frequent testing.
Q4. Mr Tovor (VNPF): Have you considered moving to monthly bills? Monthly bills would make it easier to
track my expenses.
URA response: The tariff review has assumed quarterly billing. Monthly billing for all customers would
require more frequent meter reading, which would increase the requirement for staff. There is
nothing stopping a customer requesting monthly billing from PWD.
C3. Mr. Maxime (Asia motel): The level of the price increase is fine. It will be good to see an improvement in
the quality of service.
C4. Mr. Neil Croucher (Melcoffee Sawmill): PWD team does a great job now at providing a service, going
out of their way to be helpful at all hours.
URA response: This is consistent with other feedback we have had from customers. PWD should be
congratulated on the service they provide.
C5. Mr. Bani (COPSL): It is important to separate income from the rest of finance to ensure that they can
operate more efficiently as a business.
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6. Community Briefing Minutes
Five Community briefings were held by the Authority around Luganville to brief the Public Works
Department water customers on the Authority’s Draft Decision and collect their feedback on the Authority’s
proposed price increase. Detailed below are discussions the Authority had at each of the briefings.

6.1

Community 1: BP Bon briefing minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 2pm Wednesday 13th March 2013
Venue: Presbyterian Church, BP Bon, Luganville
Total number of attendees: 23
Minutes:
● Introduction presentation from URA
● Questions (Q) & Comments (C):
Q1. What are your objectives? Why is the price going up?
URA response: The price is set to ensure the costs of service are covered. Also, the aim of the tariff
review is to ensure the quality of water is improved.
Q2. There is a range of users with different needs and income levels. Why have you kept a flat-rate tariff?
URA response: We are performing a customer survey about affordability to understand how much
different customers can afford to pay. The outcome of the customer survey and the community
briefings will inform how we will consider any cross-subsidies in the tariff.
Q3. What is the impact that outstanding debt has on the tariff? Is that why the price is going up?
URA response: We have assumed a low level of debt in the tariff calculation. It is up to the
Government to work out how to deal with the outstanding amount.
The outstanding debt amount should be spent on the water supply.
C1. There are many leaks before and after the meter. After the meter, customers must pay and fix the leaks.
Leaks before the meter are a waste of money.
URA response: We have assumed a certain amount of leakage repair in the tariff calculation.
Q4. What is the safety of the water at its source? There are many houses being built close to the water source.
URA response: There is a project under way to move the water source to another location.
C2. A large number of people in this community are squatters with little or no income. A price increase will
not be affordable for them.
URA response: We will use this feedback and the results of the survey to look again at the affordability
of any tariff increase.
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C3. The price is ok, but the service must be improved.
C4. The Government must deliver better service before the price is increase.
C5. The URA must negotiate with the Government to ensure that action is taken and budget is given to
improve the water supply.
URA response: The proposed price increase will only be allowed if the government takes action to
improve the quality of the water supply in Luganville.

Figure 3 BP Bon briefing venue

6.2

Figure 4 Attendees at BP Bon briefing

Community 2: Mango Station briefing minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 9am Thursday 14th March 2013
Venue: Anglican Church House, Mango, Luganville
Total number of attendees: 47
Minutes:
● Introduction presentation from URA
● Questions (Q) & Comments (C):
Q1. Who are you and why can you change the price?
URA response: The URA Act grants the power to set maximum prices to the URA.
Q2. What process have you followed to calculate the new price? What is the status of the review?
URA response: We have taken into account all available data in order to calculate the new price. The
proposed price is not final: we will take into account all feedback received before presenting the Final
Decision.
Q3. When does the new price come into effect?
Utilities Regulatory Authority, Luganville Water Tariff Review Consultation Stage 3 Report, May 2013
Page 26 of 61

URA response: The Final Decision is planned to be published on 8th April. But the price will only be
increase when the Government has completed a list of actions that will be defined in the Final
Decision document.
Q4. What is the situation with UNELCO, VUI etc.?
URA response: UNELCO and VUI operate electricity services subject to contracts with the
Government. The URA also sets the maximum price that they can charge.
C1. We have a hydro plant in Santo which should make our electricity cheaper. I was expecting to hear that
prices will be going down, not up.
URA response: The original agreement to build the hydro plant was that the benefits should be shared
across the whole country. This is why the price of electricity is only slightly lower than the price in
Port Vila.
C2. You should consider the unemployment rate of the area when you consider the affordability of water.
There are many unemployed people in this community.
URA response: The URA will take your feedback on affordability into account when we develop the
Final Decision.
C3. Please petition the Government on our behalf to bring jobs to Luganville.
Q5. The price is going up, but the quality is not good. Why has the Government not moved the source when
this has been discussed since 1982?
URA response: The draft decision is designed to ensure the price will only change once measurable
actions are taken to ensure quality will be improved.
C4. You should consider a different tariff rate for commercial and domestic customers.
URA response: We will consider different rates before making our Final Decision.
Q6. We need a new calculation of electricity prices. What will be the impact of the planned solar installation
in the pumping station on bills?
URA response: The tariff review process will ensure that savings are passed on to customers.
Q7. The Government budget has doubled, so why are we paying more for water?
URA response: The tariff is set to ensure that water is a self-sustaining utility. We are not aware of any
plans for Government to subsidise water bills.
Q8. When Digicel arrived, the price of mobile phones dropped dramatically. Can we do the same thing for
water?
URA response: Water and mobile telecoms are very different industries. It is not practical to introduce
competition in the water market.
Q9. Are the compensation payments for the new source the cause of the price increase?
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URA response: The value of the land and any compensation payments are not included in the tariff
calculation.
C5. Recommendation: Audit the water supply. We need to know where the money goes. Some people get
free water.
URA response: An audit is something that could be included in the proposed Performance Audit.
C6. Consider different rates for domestic and commercial customers
URA response: This is something we will consider before the Final Decision
Q10. Have you made your calculation based on the existing treatment plant or a new one?
URA response: The calculation has been based on the existing infrastructure.
Q11. How are the savings from the hydro plant shared?
URA response: It is the financial savings that are shared among all electricity customers.
C7. The Government budget has increased, but priorities must be set right. During the time of a general
election, politicians come and pay the water bills for communities.

Figure 5 URA staff helping out with survey

Figure 6 URA staff presenting at Mango station
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6.3

Community 3: Sarakata briefing minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 2pm Thursday 14th March 2013
Venue: Anglican Church Hall, Sarakata, Luganville
Total number of attendees: 22
Minutes:
● Introduction presentation from URA
● Questions(Q) & Comments (C):
Q1. Does your proposed tariff increase include any VAT increase?
URA response: No, the prices quoted in this presentation are exclusive of VAT.
C1. Quality improvements should be delivered first, then you can increase the tariff.
URA response: The draft decision is designed in a way to ensure that clear actions are taken to
improve quality before the price will increase.
Q2. Is the proposed new source safe? There are settlements close by.
URA response: We have not performed any safety analysis of the new source, but will request that it is
done properly.
Q3. The existing source is ok for cooking but not for drinking. What are you doing to ensure that it is safe?
URA response: We are considering what safety or reliability standards are required to ensure that water
is safe to drink. The URA plans to publish these standards later in 2013.
Q4. Are these issues the same for Port Vila?
URA response: The situation in Port Vila is completely different, partly as a result of there being a
private operator (UNELCO).
C2. Paying more for better quality is fine, but a price increase without an improvement in quality raises
questions.
URA response: We are working hard to ensure that the government takes measurable actions to
improve quality before we will allow a price increase.
C3. After the final decision, the public must be well informed of what is going on.
URA response: We are planning a follow-up trip to present and explain the final decision with regards
to the water tariff.
C4. Many households now cannot afford to pay their water bills. With this increase, this will be even worse.
URA response: Your feedback is very important to inform the final decision.
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C5. Some communities are surviving without connecting to the water grid, and have done so for decades.
Domestic users have free water up to a certain amount. Government should help lower income people have
access to water.
Q5. How do you justify this price increase? I am very concerned that I am not getting enough information.
URA response: The draft decision took into account all the available information. The survey we are
carrying out will provide a more up-to-date view. We will continue to inform all stakeholders directly
and through the press of further developments.
Q6. Right now is the water safe to use?
PWD response: Right now the water is safe to use. No-one has died from drinking the water.
C6. Using figures from 2006 is not realistic
URA response: We have used all the available information to inform the draft decision. The only
number from 2006 was for household income. We have used up-to-date data for the performance of
PWD. The survey will give us a more up-to-date view of affordability.
C7. This is just a draft decision. Please make the final decision a reduction, not an increase!
URA response: We will take into account all feedback from our consultation when considering our
final decision.

Figure 7 Sarakata participants filling out survey forms

Figure 8 Participants tentatively listening to Draft Decision briefing
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6.4

Community 4: Chapuis briefing minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 11 am Friday 15th March 2013
Venue: SANMA’s Women’s Center
Total number of attendees: 17
Minutes:
● Introduction presentation from URA
● Questions (Q) & Comments(C):
C1. The three conditions URA outlined in its presentation and proposed in its Draft Decision for the
Government of Vanuatu to commit in order to improve the Luganville Water Services must be addressed. It
is a fact electricity cost is a big issue but the increase is necessary if change must take place for quality and
network improvement.
C2. When electricity price changed, improvement was also proposed but since then no changes were made.
The Government should be responsible for the conditions and ensure changes are made. The Luganville
Municipal Council had requested for a separate electricity rate when electricity price changes were undertaken.
Nothing has been done since our request was made.
C3. If there is no commitment by the Government to the conditions URA has proposed, URA should not
allow for price increase.
Q1. Since it is a price increase, why can’t the URA apply special rates for churches, hospital, etc?
URA response: We have received the same question at the other briefings. Our draft decision rates are
based on the rates in the Water Supply Act. But since it’s a point that has been raised in the other
three briefings we had, we will consider it in our final decision. Our final decision will detail our
analysis if having different customer categories and rates for churches, hospital and so on will have
an impact on the tariff.
Q2. With the current service, Government officials have a lot of outstanding debts to be paid, how is PWD
operating at the moment? It is not clear. Some grass-root customers try hard to find money to pay their bills
and why are those Government officers not paying their water bills?
URA response: Thankyou. It is a good point you have raised. In this tariff review, that is one of the
major issues raised, the issue of outstanding debts. In this draft decision tariff of Vt59/m3, we have
considered a 1% debt allowed. This means PWD has to become more efficient and ensure that all
customers billed pay their bills and PWD must disconnect those that do not pay their bills. We have
also identified huge amount of water leaking in Government houses. The Government is informed
of this and necessary actions will be taken by the relevant Government departments to fix the leaks
in the Government houses.
Q3. Now that the URA had done a detail study into the price of water in Luganville, is 52vt/cubic meter still
enough to sustain the cost of service or was an increase necessary?
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URA response: To improve the quality of service and water, a price increase is necessary. PWD cannot
provide you with better service and quality with the current charge of Vt52/m3. The draft price of
Vt59/m3 is calculated from a financial model that takes into account the Public Works Department’s
forecast demand, operating cost, infrastructure costs, quality and so on over the next 5 years. This
means with the increase, we should be expecting improved service delivered.
Q4. How much money is collected by PWD as revenue in one year?
URA response: To clarify, PWD is not collecting the revenue. All money, a total of around Vt46 m,
from the Luganville Water Services goes into the Government public fund annually. The Ministry of
Infrastructure and Public Utilities (MIPU) every year requests a budget for PWD. There is no specific
budget for water requested from Finance. We have set as a condition to be met by the Government
in this tariff review for the Luganville Water Services to be treated as a separate business that is it
must have its own account codes. The URA will not change the water price if there is no
commitment by the Government. As the regulator, we not only have the power to set price, we have
to also protect the long term interest of the consumers and ensure that price we are setting is
affordable.
Q5. Now that the Government has announced an increase in the overall budget, is it likely that the Public
Works Department budget will also increase?
URA response: That is one interesting question. As far as we know PWD is currently having
difficulties paying its bills especially its electricity bills. We are assisting them reviewing their budget
for the Luganville Water Services in this tariff review. They submitted their tariff application detailing
their assumption of what they want the price per cubic meter of water to be. We reviewed their initial
submission and have come up with this draft price of Vt59/m3 as a reasonable price to be charged.
Therefore, to answer your question, the Government’s budget increase for this year does not
guarantee a budget increase for PWD this year. The tariff review is to assist PWD in their budget
submission for 2014.
Q6. The price increase proposed by URA is too much. There are also other bills to pay at home. Why can’t
the Members of Parliament assist to cover the required increase in the cost of service?
URA response: We are glad to hear you have raised your concern regarding your unaffordability of the
draft price increase. One of our aims to carry out community briefings throughout Luganville is to
hear from you, the consumers, of the Luganville Water Service your feedback on the draft price that
we have published in our Draft Decision. We can’t answer on behalf of the Members of Parliament.
Q7. I am comfortable with the existing price and I am concerned about the increase. Why can’t the
Government help improve the quality of the Luganville Water Service?
URA response: We all want improvement in the Luganville Water Service. For the service to improve,
price per cubic meter of water currently being charged must increase by 13.2% as we’ve outlined in
our briefing. The increase is to cover additional operational costs necessary for improvement over
the tariff setting period of 5 years. The Government will assist to help improve the water quality by
committing itself to the 3 conditions we have set conditional to the price increase.
C4. The explanation for the increase is clear, thank you URA team for making the effort to inform the
communities. In your final decision, URA must consider the fact that there are other bills that must be paid
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(school fees etc.), most people earn minimum wage or less, the increase will be hard for many to afford water.
URA must consider the issues people have raised in your final decision and also talk to the Government
about the issues.
C5. It is the first time there is an awareness of such made to inform people, especially the water customers of
Luganville and allow people to share their opinions.
C6. A lot of comments are made on your surveys, I urge URA to please take note of all comments when
drafting up the final decision.
C7. Today, everything comes at cost. URA must take our comments to the Government on behalf of the
water customers. Thanks the URA team for their effort to consult the grassroots on the increase before doing
so and making sure that the Government commits itself to the conditions.

6.5

Community 5: VMF Barracks briefing minutes

Meeting subject: Luganville Water Tariff Review Draft Decision
Time & date: 2 pm Friday 15th March 2013
Venue: VMF Barracks
Total number of attendees: 18
Minutes:
● Introduction presentation from URA
● Questions (Q)/Comments (C):
Q1. Price was 52 vatu per meter cube for the past 20 years, if electricity cost is the main reason for the price
increase, should there be other ways of reducing the electricity costs? Can’t the URA look at other options
such as wind mills to reduce electricity costs?
URA response: The price currently being charged by PWD on your water bills for each cubic meter of
water consumed had been the same for the past 20 years. Operating costs have increased over the
past years, especially the cost of electricity. This tariff review and the proposed increase of 13.2% is
aimed to improve the quality of water service provided by the Public Works Department in
Luganville.
C1. Hydro power does not use fuel, the increase URA is proposing is to steal money from the people in
Luganville.
URA response: According to the JICA Grant agreement between the Vanuatu Government and JICA,
the benefits of the hydro were to be distributed and used throughout the country. The increase that
the URA is proposing in this draft decision is to improve water quality and service in the Luganville
Water Service for the five tariff setting period.
Q2. What do the outstanding bills that PWD has at the moment mean? There is already outstanding debts to
be paid, with the increase, are people going to be able to afford it? The price increase URA is proposing is not
acceptable. Why should people pay an increase amount if water is contaminated?
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URA response: In this tariff review, URA has allowed for a 1% bad debt factored which means at the
end of every year, PWD is to have a record of not more than 1% bad debt. Customers are to pay
their bills. If the bad debt reported in the Performance Audit Report is more than 1% then further
investigation will be carried out. An Annual Performance Audit Report is one of the conditions
proposed and to be committed by the Government.
C2. There are other sources that can be used and electricity is not needed to generate water.
C3. Private home’s is different from Industries and Commercials. Industries and Commercial businesses
should be charged at different categories.
URA response: URA has received similar feedback from the other community briefings held
throughout Luganville. URA will consider different classes of customer rates in the final decision.
At the Industry briefing URA held for the Luganville business community in Luganville on the 13
March, the business stakeholders agreed to the price increase proposed as long as good quality is
delivered.
C4. Solway is a low land area. The area where the new water source is to relocate is farm land. Solway is not a
proper place for a new water source. High cost will be incurred in the future if Solway is where the new water
source will be. The price in the future will be more than what URA is now proposing.
C5. With the current salary people are getting, the increase is unaffordable.
C6. Is the quality of water PWD currently delivering different from UNELCO?
URA response: UNELCO is a private utility operating in Vila under its Port Vila Water Concession
Contract Agreement between itself and the Vanuatu Government. From benchmark information
URA collected, UNELCO is ranked as one of the best operating water utilities therefore the quality
of water delivered by UNELCO is different to PWD’s. Also under UNELCO’s water contract with
the Government, financial penalties are the best performance incentive. PWD, on the other hand, is
a Government owned utility, URA is proposing an annual performance audit to ensure quality
performance is delivered.
C7. There must be a proper management in place for the Luganville Water Service before it is set aside as a
separate business.
C8. Leakage is a big issue in most Government houses, why can’t the URA ask the Government department
responsible to fix the leaks?
URA response: Leakage was one of the major issues URA raised at the start of the tariff review.
Information URA got from PWD is that PWD is already liaising with the Public Service Commission
to deal with the leakage issues. URA had carried out an independent investigation on the issue of
leakages on 22-24 February. URA’s findings were shared with PWD.
C9. The water budget given to individual Government Departments should be given to the PWD so that
PWD is responsible in fixing the leakages for each individual Government houses.
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C10. URA must consider in its final decision that the income for most people is low therefore the price
increase proposed is unaffordable.
Q3. There’s major leakage before the meter, how will URA control the leakage before the meter?
URA response: Leakage before the meter is PWD’s responsibility. To date, there is no accurate record
of an exact amount of water leakage before the meter. In this tariff review and for the next five years,
URA will ensure an annual audit performance is carried out on the PWD Luganville Water Services
so that such information is delivered to all stakeholders.
C11. URA should consider a different rate for old people. Old people should pay less for water.
URA response: URA will reconsider its proposal of flat tariff of 59 vatu per meter cube as outlined in
its Draft Decision. URA will consider different rates in its Final Decision.
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7. Public Survey
7.1 Survey Objective
The aim of the Luganville Water Tariff Review Draft Decision Paper Survey Questionnaire was to collect
information on:
1 Participants’ awareness of the Utilities Regulatory Authority and the tariff review
2 Participants’ total household occupants and income
3 Participants’ level of affordability on proposed price increase.
A total of 112 surveys were completed during the three days of consultations in Luganville. Attendees to the
briefings were given time to complete the surveys prior to commencement of briefing presentation.

7.2 Areas surveyed
The URA selected 5 areas in Luganville within the boundaries of the Public Works Department (PWD) water
network to be surveyed. The areas were selected because they are considered as areas where there are large
numbers of water customers. The areas surveyed are:
1 BP Bon Area
2 Mango Station Area
3 Sarakata Station Area
4 Chapuis Area
5 Banban and Showground Area

7.3 Survey Methodology
The URA team went to Luganville on 12 March 2013 to conduct Government and public briefings as part of
its consultation on the Luganville water tariff review draft decision paper from 12-15 March 2013. Details of
the briefing minutes are in Section 6 of this report.
Survey forms were handed out and completed before briefings commenced. Assistance was provided to
survey participants who either needed clarification on survey questions, illiterate, needed explanation on the
tariff review and the purpose of the survey.

7.4 Survey Results
Presented below are the results of 112 survey forms collected from participants at the briefings. Results are
tabled and graphed for each respective question in the survey form. Not all questions were answered by all
respondents, so the response count does not always total 112.
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Part 1: Awareness
Question 1: Are you a water customer?
Survey options

Response

Yes (PWD)

116

Yes (Other)

1

No

4

Question 2: Are you an electricity customer?

Survey options

Response

Yes (VUI)

105

Yes (Other)

2

No

13
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Question 3: Have you heard of the URA?

Survey options

Response

Yes

43

No

64

Question 4: How did you know about the URA?

Survey options

Response

Radio

24

Television

2

Newspaper

4

Website

0

Community

6

Friend

6

Poster

4

Never

30

Other

13
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Question 5: What is your perception of the URA?

Survey options

Response

Positive

27

Neutral

5

Negative

5

Don’t know

71

Question 6: Have you heard about the Luganville Water Tariff Review?

Survey options

Response

Yes

66

No

48
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Question 7: How did you know about the Luganville Water Tariff Review?

Survey options

Response

Radio

16

Tv

1

Niuspepa

7

Websaet

1

Komuniti

11

Fren

16

Posta

15

Nogat

29

Other

14

Question 8: How do you feel about the Luganville Water Tariff Review?

Survey options

Response

Strong interes

68

Smol interes

35

Nogat interes

4
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Part 2: Household Income
Question 1A: How many people live in your house? Adults

Household size
range

Response

Nogat

0

1

9

2

38

3

18

4

11

5

11

6

11

7

4

8

8

9

2

10

1

more than 10

5
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Question 1B: How many people live in your house? Children

Household size
range

Response

Nogat

6

1

16

2

9

3

19

4

23

5

16

6

5

7

6

8

5

9

1

10

1

more than 10

4
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Question 2: How many people in your house earn money?
Household size
range

Response

Nogat

19

1

40

2

24

3

10

4

7

5

4

6

1

7

2

8

0

9

1

10

1

more than 10

0

Question 3: What is the main source of income in your house?
Source of
income

Response

Salary

65

Agriculture

14

Other

37
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Question 4: What is the monthly income of everyone in your house added together?
Amount options
(VUV)

Response

No bitim 20,000

62

20,000-40,000

34

40,000-60,000

16

60,000-100,000

3

Bitim 100,000

1

Part 3: Water Affordability
Question 1: How much is your normal water bill now?
Amount options
(VUV)

Response

No bitim 1000

16

1000-2000

14

2000-3000

15

3000-5000

25

5000-10,000

11

Bitim 10,000

20

Mi no save

13
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Question 2: Have you ever used installments to pay your bill?
Options

Response

Yes

62

No

54

If yes how often do you use installments?
Installments

Response

Evri kwata

20

Everi 2nd kwata

14

Wantime long wan 7
yia
Samtaim nomo

28
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Question 3: How often do you have difficulties paying your water bill?

Difficulty paying

Response

Evri kwata

41

Everi 2nd kwata

17

Wantaim long wan 26
yia
Neva

21

Question 4: Have you ever been disconnected for not paying your bill?
Options

Response

Yes

49

No

64
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If yes, when did this last happen?
Options

Response

Las kwata

1

Las manis

2

Las 3 yias

11

Longtaim finis

33

Question 5: Use the water bill comparison table to estimate the increase for your household. Do you think
you can afford this increase?
Options

Response

Yes

38

No

76
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Recommendation

Action

Timing

Responsible

Comments

8. Submissions
The Authority received the following submissions during Consultation Stage 3:
Reference

Date received

Stakeholder

Format of submission

1

28 March 2013

Public Works Department, Ministry of
Infrastructure and Public Utilities

Implementation Matrix

2

18 April 2013

Wilson Cook Ltd, Engineering
Advisors and Valuers

Luganville Water System
Fixed Asset Valuation &
Expenditure Estimates

8.1 Submission 1
Submission from the Public Works Department: Short & Medium term improvement implementation plan,
dated 28 March 2013.
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2. Organization
Management

2.1 Organizational Structure- for the Luganville Water
Service proposal to be forwarded to PSC for
endorsement. Resources indentified are to be shared
between LWS and PWD. Review of Job Description with
KPIs (performance based).
2.2 Budget Application and Allocation – MIPU to
request budget for LWS as a spate activity. Budget
application to reflect a 5 year plan and assumptions
defined in the Final Decision of the LWS Water Tariff
Review undertaken by URA.
The Budget application to include operating expenses
and sufficient capital expenditure to cover day- to –
day renewal and replacement asset.

Q4 2014

MIPU
Corporate
Services-HRO

PWD Structure review in
2014

Q1 2014

MIPU/MFEM

MIPU 2014 Annual Budget
Planning in April 2013

2.3 Expense Management – PWD to request activity
codes defined for LWS for accounting of the water
expenditure separately. No appropriation of budget
from LWS to fund other activities.

Q1 2014

Directors
PWD &
Finance

MIPU 2014 Annual Budget
Planning in April 2013

2.4 Asset Management – PWD to have a separate full
register of all LWS assets. Register to include data such
as type of asset, date purchased, purchase amount,
standard asset life and funding sources and means.

Q3 2014

MIPUCorporate
Service Asset
Management

To update current asset list in
the system and ad new items

Q1 2014

MIPU &
Director
MFEM

PWD Accounts and Finance to
establish codes

Q1 2014

PWD & SLO

National Water Advisory
Committee to assist in
reviewing

Q1 2014

PWD
Director and
State Law
Office

National Water Advisory
Committee to assist in
reviewing

End of every
year

MIPU

To establish necessary
permissions and powers
required to successfully
complete a Performance
Audit

End of every
calendar
year

MIPU

To establish necessary
permissions and powers
required to successfully
complete a Performance
Audit.

2.5 Revenue Accounting – Accounted for in a
separately to other revenue in the public fund. New
codes to be implemented for all kinds of water invoices
(i.e. water bills, new connections, re-connections fees)
2.6 Legislative Requirements- Review of the Water
Supply Act and harmonization with other relevant acts.
3. Monitoring and Evaluation
Performance Audit
3.1 Performance Measure- Review of the
organizational structure against plan; Review of the
Revenue, Expenditure and Investment against budget
and plan; Water quality, treatment and reliability of
supply including notices; Review of issues register;
Review of complaints register; Review of work
programs (ie. maintenance, investment and training);
Review of Annual report; Customer Satisfaction Survey;
Operational Assessment (including leakages)
3.2 Performance Measure- Annual Performance Audit
order from MIPU to URA providing relevant
permissions and powers.

3.3 Reporting- Performance report will be presented to
the Ministries, DGs of MIPU, MEM and MOL.

4. Capital Investment
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Infrastructure
Funding

2013/2014
4.1 Investment Required- Improved revenue
collection- support LWS with necessary plant and tools
to timely complete meter readings and invoice
customers. To disconnect meters on overdue payments
and recover through Recovery Unit. To install new
meters that has locking devices. Procure 2 quad bikes
for meter readers; Major leakages to be repaired in the
water mains; All Government houses to have plumbing
repairs done; reduce subscribed demand from VUI;
Asset replacement- daily replacement to valves, selas
and connection fittings. repairs and procurement of
parts for pumps, vehicles, etc; Install alternate energy
source to reduce electricity cost.
4.2 Funding Status- The re-location of the pumping
station to Solway including possible additional storages
has had the interest of the Japanese grant aid expected
to be in the Japanese funding year 2014/15; The
securing of the new pump site land in Solway has been
committed by the Vanuatu Government and
compensation to the lease holder has been settled; The
ongoing water project within the Ministry of Lands has
secured funding to install security boundary fences on
the new site. PWD has provided information to the
necessary land areas required; MFEM established
Water Budget codes for LWS.

PWD
Director
PSC Housing
Committee

Re-location:
2014/2016;
Securing of
new pump
site:
2012/2013;
fencing of
new site:
2013/2014;
MFEM
budget
codes: 2014

MIPU/MFEM

Quotes for Quad Bikes have
been obtained and payment
instruction issued; New 100
Water Meters have been
obtained and payment
instruction issued; MFEM and
MIPU to establish water
budget codes for
maintenance and
development of the LWS.
Budget ceiling to be
determined by MIPU in the
April 2013 retreat for 2014
budget.
JICA has indicated interest to
support under Japanese grant
aid; NWADC has confirmed
support to install boreholes
and security fencing on the
new pump station site in
Solway.

8.2 Submission 2
The Authority had engaged an external expert consulting firm during the tariff review to carry out an
independent valuation of the Assets and Operation of the Luganville
Water Service.
The Authority has received its final report titled, Luganville Water System
Fixed Asset Valuation & Expenditure Estimates Report by Wilson Cook
Limited, dated 18 April 2013. The Authority has received no objection
from Wilson Cook Limited on 22 April 2013 to the publication of the
report.
Full copy of the report can be accessed by the public from the Authority’s
website www.ura.gov.vu.
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Annexe I Government briefing presentation slides
The following slides comprised the presentation used during the Government briefing sessions in Port Vila
and Luganville during the consultation.
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Annexe II Luganville Industry briefing presentation
The following slides were used at the Industry briefing presentation on the 13 of March 2013 in Luganville.

Utilities Regulatory Authority, Luganville Water Tariff Review Consultation Stage 3 Report, May 2013
Page 54 of 61

Quality

• This tariff review has assumed that quality can
be improved
– Increased size of PWD team
– Consistent chlorination
– Project to change water source
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Annexe III Public briefing presentation slides
The following slides were the used during the Community briefings held throughout Luganville from the 1315 March 2013.
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Utilities Regulatory Authority
Vanuatu
You can access the Luganville Water Tariff Review Consultation Stage 3 Report May 2013 on our website
www.ura.gov.vu, or by contacting us by telephone (+678) 23335, email: mmalas@ura.gov.vu or regular mail
at Luganville Water Tariff Review, Utilities Regulatory Authority, PMB 9093, Port Vila, Vanuatu.
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