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Definition

Authority: Utilities Regulatory Authority

Customer: Any individual, houschold, or organization that receives water services from a regulated utility or

supplier.

Customer Complaint: A voiced or written objection by a customer in regard to the application and/or
computation of charges, facilities or service of a water utility made during its official hours to any of the water
utility’s employee on duty

CPI: Consumer Price Index (CPI), as defined and compiled by the Vanuatu Bureau of Statistics (VBoS), is a
measure of the average change over time in the prices paid by households for a specific "basket" of consumer
goods and services.

Utility Provider: A legal entity licensed or recognized by the Government to provide regulated water services
within a concession or designated service area. This includes concessionaires, government-operated systems,

and private suppliers.

Small Water Supply (SWS): A Small Water Supplier (SWS) refers to a small-scale or privately operated
water supply system that provides, or intends to provide, water to end-users in Vanuatu for a fee. This
includes systems such as subdivision water supplies or privately managed community but excludes large
utilities such as UNELCO Engie and government-managed systems under the Department of Water
Resources. A SWS must obtain approval under Section 11(1)(a) of the Water Resource Management Act
(WRMA Approval) and be registered with the Vanuatu Financial Services Commission in accordance with the
nature of its operations. The SWS shall also have an identified operator responsible for managing the system’s
operations and day-to-day activities in delivering water services to its customers.

Community-Based Water Utilities: A small water supply system in Vanuatu that collects, stores, and
supplies water to end-users, and is owned and managed by a local community or village. These systems are
generally non-commercial and operated for community benefit. A Community-Based Water Utility is
classified under the broader category of Small Water Supply (SWS).

Small Water Utility: A commercial, private, or government-operated water supply system in Vanuatu that
collects, stores, treats, and supplies water to end-users for a fee. Such systems are typically operated on a
commercial or cost-recovery basis and fall within the definition of Small Water Supply (SWS).

OPEX: These are the operating and maintenance costs of the utility, excluding fuel and labour, associated
with the operation and maintenance of the water system. This includes materials and tools used and

consumed in providing services.

URA: Utilities Regulatory Authority
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1. Introduction

1.1 Background

This guideline was developed in alignment with the Vanuatu Government’s National Sustainable
Development Plan (2016-2030), specifically to SOC 6.4 which aims to “strengthen national institutions to
ensure they are cost-effective and well-resourced to deliver quality public services”' and with the Authority
strategic Plan, which emphasizes strengthening regulatory effectiveness.

There is a growing number of small water supplies throughout Vanuatu. This increase underscores the need
for stronger regulatory oversight to ensure that these systems effectively balance customer affordability with
the financial sustainability of utilities.

However, limited data availability presents a key challenge in determining appropriate tariffs for small water
suppliers. Tariff reviews can be time-consuming and require reliable data to establish tariffs that promote
affordability while safeguarding the interests of the utility.

In this context, this guideline aims to support a standardized approach to the oversight of small water
systems, promote financially sustainable and efficient tariff setting, and contribute to improved service quality.

1.2 Purpose of this document

The guidelines serve as an administrative framework for the URA to standardize the oversight of small water
suppliers by establishing clear procedures, critetia, and documentation requirements for tariff setting,

monitoring, and compliance

'This document is structured as follows:

Section 1 Introduction

Section 2 Legal and Institutional Framework

Section 3 Small Water System Tariff Determination Process
Section 4 Monitoring, Reporting and Review

Section 5 Bibliography

Section 6 Annex

I Vanuatu 2030
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2. Legal and Institutional Framework

2.1 Legal Framework

The Utilities Regulatory Authority Act

Section 18(1) of the Act gives the Commission the right to set the maximum price that can be charged for a
regulated service in any place. To apply this right provided by the Act, the Commission will require the
necessary documents and information from the utilities.

Water Supply Act

Section 11 of the Water Supply Act states that “the charges in respect of water supplied by pipe to a
consumer’s premises shall be prescribed by Order made by the Minister”. This section of the Water Supply
Act falls under section 20(2) of the URA Act, where the Commission is assigned rights exercisable by the
Government upon receipt of written approval by the relevant Minister.

Water Resource Management Act

As required by Divisions 2 & 3 of the Water Resource management Act, the SWS (referred to as a water
utility) should obtain a Water Use Permit and a Water Works Permit from the Department of Water
Resources (DoWR) before it can extract and sell water to customers.

Section 14 of the Water Resources Management Act details the functions and powers of the Director of the
Department of Water Resources. The section includes in the Director’s functions, the conduct of
investigations, research and monitoring of water supply.

Section 37 of part 7 of the Water Resources management Act gives the Government the authority to regulate
water supply services. The Commission under section 20(3) of the URA Act, where the Commission is
assigned contractual rights exercisable by the Government in relation to a regulated service.

Commission Order — Registration of Small water suppliers

As outlined in Sections 1 and 2 of the Commission Order on the Registration of Small Water Suppliers, the
Order establishes the applicability of the rules to small water suppliers and sets out the procedures governing
their registration.
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3. Small Water Supply Tariff Determination Process

To support tariff assessment and effective regulatory oversight, all new small water utilities must satisfy the
required prerequisites before the Authority can proceed to the next stage of issuing an interim tariff for the
utility.

3.1 Pre-requisites for Small Water Supply

There are several prerequisites that any small water utility must meet, which the Authority will need to assess
before commencing the tariff determination process:

Registration Requirement:

e In accordance with section 3 of the Commission order on the Registration of Small Water Suppliers,
the small water supplier shall submit the form to URA, form available on the URA website. See
Registration Form in the Appendix

e The small water utility must be formally registered as a business and hold a valid business licence in
accordance with the provisions of the Business Licence Act. This ensures that the utility is legally
recognized and authorized to operate within its jurisdiction.

Management Structure: The utility must have a clearly identified management structure responsible for the
operation, maintenance, and administration of the water supply system. This requirement supports
accountability and governance in line with the principles of service provision under the Utilities Regulatory
Authority Act.

Standard Operating Procedures (SOPs): For small water utilities, Standard Operating Procedures (SOPs)
must be established and maintained for system operation, maintenance, and service delivery to ensure the safe
and reliable provision of water services, in line with the management and protection objectives set out in the
Water Resources Management Act.

3.2 Interim Tariff Determination Process

In setting tariffs for small water supply, the Authority applies a rate of return approach. During the early
stages of a utility’s operations, only selected tariff components may be used to determine an interim tariff, as
complete and reliable data may not yet be available. It is therefore necessary to establish an interim tariff as a
transitional measure before undertaking a full tariff review.

To ensure the tariff is financially sustainable balancing the interests of the operator while maintaining
affordability for customers several essential components must be incorporated. The key building block
components to be applied in the tariff determination process are outlined below:
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Figure 1: Tariff Model

Base Price

Electricity Cost Gross Required
Expenses
Revenue

Required Revenue

Other Operational
Expense + = +

Depreciation

Reasonable Return Other Revenues Demand

Return on Equity

The interim tariff shall apply for a period of twelve (12) months, after which the Authority will initiate a tariff
review to determine a revised tariff. A spreadsheet tool developed by the Authority is available to input the
required data, and it will generate an interim tariff for review after the 12-monthf period. The appropriate
tariff for the initial twelve (12) month period shall be determined at the discretion of the Authority based on
the data submitted and the specific circumstances of the utility.

The key indicators for determining the interim tariff are based on the total network length (km) and the total
number of customers served. For the purpose of setting the interim tariff, capital expenditure (CAPEX),
electricity costs, and the use of renewable energy in the operation of the water service will not be considered.
The interim tariff excludes CAPEX, electricity, and renewable energy costs to ensure simplicity, reliability,
and transparency, while focusing on immediate operational cost recovery. Full cost components will be
considered during the tariff review.

Using these indicators, the following table presents small water utilities according to their network length,

along with the corresponding unit cost assumptions for operations and average daily water consumption (m?

per day).

Table 1: Benchmark of Small Water Utility Unit per Cost?

Small Water Utility
Bukura Water Supply 45 T4.490 061
Teouma Water Supply 113 243511 0.66
Average 7.9 159,000 0.64
Communitty Water Utility
Laingetak Community Water System 12 108,400 0.04
Marae Community Water System 1.6 84177 NA
Average 1.4 96,289 0.04

2 All small water supply with the network length determined by URA.
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To determine the interim tariff, URA will first establish the total network length and the number of
customers served. These key indicators shall then be applied to the matrix below to calculate the interim tariff
based on the requited preliminary data.

Table 2: Small Water Supply Benchmark Cost

Community - OPEX 96,289 Vt per Km
Based Water Commgmty <70 <5km ’ P
Utility committee Demand 0.04 m? per day
OPEX 159,000 Vt per Km
Small Water Private Entity 1010500 | 3to15km P
Utlity Demand 0.64 m? per day

Below is the formula to calculate the interim formula for the small water supply.

Figure 2: Interim Tariff Determination

OPEXestimated
Interim Tariff =
Demand.stimatea
Breakdown of OPEX estimated:
Figure 3: OPEX estimated Formula
_ CPI,
OPEXestimated - (OPEXBenchmark o (CPIO)) xL

OPEX Benchmark: Benchmark value for operating expenditure based on the relevant type of small water
supply system. This serves as the base value for comparison and assessment.

CPI: The base CPI Index will be Quarter 4 of 2025, Global CPI? of 205.8.
CPI;: The latest Quarter of Global CPI as published by the Vanuatu Bureau of Statistics (VBoS).

L: Total Length of the Netwotk (km): The total length of the water distribution network expressed in
kilometres.

The OPEX per kilometre shall be inflated to reflect changes in costs associated with the provision of water
services.

Breakdown of Demand estimated:

Figure 4:Demand Estimate Formula

Demand .stimatea = Demandpenchmark X Cust x d

Demand Benchmark: Benchmark value for water demand based on the relevant type of small water supply
system. This serves as the base value for comparison and assessment.

3 Global CPI is used as it better reflects inflation in imported goods and equipment that drive utility operating cost
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Cust — Number of Customers: The total number of customers currently receiving and consuming water
from the utility.

d — Number of Days in a Year: Represents the total number of days in a year used for demand calculations.

In the event that the interim tariff for a small water utility is deemed by URA to be significantly higher, the
tariff will be capped. This cap is intended to ensure an appropriate balance between customer affordability
and the financial sustainability of the utility. The cap price will be set at twice the reference water tariff of
UNELCO Engie for Quarter 1 of 20264, which is VT 191.96, prevailing at the time these guidelines are
established

Regulatory Condition:
Tp = Interim Tariff
Tcap = 191.96 vatu per m? (twice the rate of UNELCO Engie water reference price for Quarter 1 of 2026)

If.
Tp > Tcap: Then apply Adjustments

Adjustments:

Figure 5: Benchmark Adjustment Factor

Tcap

Benchmark Adjustment Factor =

Figure 6: Adjusted Tariff formula
Adjusted Tarif f = Tp x Benchmark Adjustment Factor

For Community-Based Water Ultilities, the interim tariff calculated may be expressed in VT per m*. However,
given the nature of community-managed operations, this tariff structure may not be easily understood or
implemented during the initial stages. Therefore, the Authority will assess such cases on a case-by-case basis.

It is essential that community-based utilities maintain a stable flow of revenue to ensure the sustainability of
the water system. As such, it is recommended that the interim tariff be structured as a monthly charge. Under
this approach, the estimated OPEX is divided by the total number of customers to determine the annual
charge per customer. This amount is then divided by twelve months to determine the monthly contribution

required from each customer.

3.3 Data Requirements for Tariff Review

During these 12 months period where the interim tariff is implemented, the operator is expected to collect
and maintain records of all operational, financial, and customer data needed for tariff determination. After
this period, the URA will conduct a tariff review and issue a revised tariff.

4 The reference water tariff of UNELCO Engie is VT 95.98, which serves as the benchmark rate at the time these
guidelines are established.
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The revised tariff shall remain in effect for a period to be determined following the first tariff review. Small
water operators shall therefore maintain accurate and comprehensive records of these data drivers to support
effective monitoring and any subsequent tariff review.

Where the operator fails to provide the required data within the 12-month period, the Authority may
continue to apply the interim tariff until the required data is submitted to support a full tariff review.

The data required to initiate a tariff review on water suppliers are outlined as follows:

e Customer and Service Data (operator must provide evidence that it has customer agreements
between with all its customer too)

e Operational Cost (OPEX) Records
e Revenue Data
e (Capital Investment (CAPEX) Information

e Supporting Technical and Performance Data
See Appendix for a full breakdown of the data requirements.

Figure 7: Small Water Utility Tariff Determination Process

URA Assess Availability Is Data
and Quality of Data Sufficient?

Conduct Tariff Apply Fixed Monthly Fee
Issue revise Tariff e Review after 12 or
months Base Tariff

(12 Months)

Operator continues
to collect and
maintain Data on:

Operator continues to
collect and maintain Data
on:

*  Operational Data
* Financial Data
= Customer Data

*  Operational Data
* Financial Data
*  Customer Data

3.4 Tariff Types

Once the interim tariff is implemented, the Authority will conduct a full tariff review to assess all components
of the base price. It is essential that the tariff established following this review reflects the full cost of service.
To ensure this, the Authority will evaluate the availability of data and operational observations to determine a
revised and accurate tariff.

In terms of the type of tariff to be used for the small water supply, the preferred tariff type is Base Tariff. A
Base Tariff is a standardized tariff applied across customers or customer categoties based on a single
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volumetric rate. The preferred approach is the Base Tariff rather than a tiered tariff structure, as tiered tariffs

can introduce subjectivity in setting price blocks, create mismatches between increasing block prices and

actual marginal costs, and lead to trade-offs between revenue sufficiency and economic efficiency (Boland &
Whittington, 2007).

‘Table 3: Small Water Supply Tariff Matrix
Type of Small

Observed Condition / Decision

Tariff Type Water Utility Key Indicators Used Availability of Data Rule
. v Informal management structure
* Estimated customer count X Very limited data  Small rural hg
Monthly Fee | Community- * Approximate water production XK No financial ma ﬂ%r? scheme
(Flat Charge) | based utility * Basic network length reporting v Weak billing system
« Volunteer/operator presence A Informal records Apply flat monthly contribution
for sustainability
v Improving reporting systems
* Volunteer/operator presence . .
N\ Moderate data v Functional billing system
. * Water produced & sold Labili
Commur'n'ty- « OPEX summary availabi .tY v Cost tracking present but
based utility . Customer base & Partllal asset incomplete
- Setvice coverage information Apply simplified volumetric
tariff reflecting operating cost
Base Tariff * Operator presence
* Water produced & sold v Experienced operator
Small  Water | ° Deta%led Revenue Data v Strong and reliable Vv Strong governance & reporting
Utility ) Detalled OPEX data v Regular investment &
* Fixed asset registry v Verified asset registry expansion

* CAPEX & depreciation
* Network length

Apply full cost-recovery tariff

For utilities with an established history of applying this tariff structure.

Tiered Tariff

Small
Utility

Water

* Operator presence

* Water produced & sold
* Detailed Revenue Data
* Detailed OPEX

* Fixed asset registry

* CAPEX & depreciation
* Network length

v Strong and reliable
data

v Verified asset registry

v Experienced operator

v Strong governance & reporting

v Regular

expansion

investment &

Apply full cost-recovery tariff
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4. Monitoring, Reporting and Review

4.1 Monitoring

The Authority shall monitor the implementation and effectiveness of this guideline on an ongoing basis to
ensure consistent application, regulatory compliance, and achievement of policy objectives. This monitoring
will include utility’s submission of Regulatory Reporting Requirement for small water utility periodic
assessment of tariff reviews, operator compliance, and the performance of small water.

4.2 Transparency and Accountability

All small water suppliers must operate in a transparent and accountable manner by maintaining accurate
records of operational, financial, and customer data and making relevant information available to the
Authority upon request. Operators shall also ensure that customers are informed of applicable tariffs, service
conditions, and any tariff adjustments through appropriate communication and consultation processes.

4.3 Complaints and Irregularities

The operator must establish and maintain a simple and accessible mechanism for receiving, recording, and
resolving customer complaints related to tariffs, billing, reliability, and service quality. Operators must keep a

register of complaints and actions taken and must provide such records to the Authority upon request.

All customer complaints and irregularities should be addressed through the Authority’s current customer

grievance redress mechanism.

4.4 Reporting

The operator must submit annual operational, financial, and technical reports to the Authority in accordance
with the Regulatory Reporting requirements of this guideline. Reports will include key data on water
production, water sales, customer numbers, operating costs, revenues, and any capital investments undertaken
during the reporting period.

The URA may request additional information where necessary to support tariff assessment, monitoring, and
compliance verification. Failure to submit required reports may result in regulatory action.

4.5 Review

The guideline shall be reviewed after 5 years, or earlier where significant changes occur in policy, legislation,
or regulatory oversight affecting small water systems. Any proposed revisions or amendments shall be
submitted to the URA Commission for consideration and endorsement.
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5. Annex

Annex A: Data Requirements for SWS Tariff Review

1. Customer and Service Data

o Number of customers and meters by category (domestic, commercial, industrial)

o0 Metering status (metered vs non-metered connections)

o Average household or commercial water consumption (liters per day or m® per month)

2. Operational Cost (OPEX) Records

Suppliers should provide documented or estimated records of operating expenses where available; if
certain costs are not recorded or not applicable to the small utility’s operations, this should be clearly
noted.:

Staff wages and allowances

Electricity and fuel for pumping and treatment
Chemicals and water treatment materials
Routine repairs and maintenance costs
Administrative and billing expenses

Transport and operational logistics

O 0 O 0O 0o O O

Outsourced services and contractor costs

3. Revenue Data

Suppliers should provide records of revenue collection, billing, and other income sources where
available; if certain information is missing or not relevant, it may be marked as unavailable:

o Total revenue collected by customer category

o Billing and collection records

o Outstanding arrears and non-revenue water estimates

o Other income sources (connection fees, penalties, subsidies, donations)

4. Capital Investment (CAPEX) Information

Suppliers should provide records of assets, past investments, and planned capital works where
available; if certain information is not recorded or does not apply to the small utility, this should be
indicated.

o Asset inventory (pipes, pumps, tanks, treatment units, meters, buildings)
Year of installation and estimated useful life of assets

Historical capital investments and rehabilitation work

Planned upgrades or expansion projects

o O O O

Estimated replacement costs and financing sources (grants, loans, community contribution)

5. Supporting Technical and Performance Data

Suppliers should provide records of water production, system capacity, non-revenue water, and asset
conditions where available; if certain measurements are not recorded or not applicable to the system,
this should be noted.
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Storage capacity

o O O O

Water production and system capacity

Major breakdown history and asset condition notes

Non-revenue water estimates (losses, leakages, illegal connections)

Annex B: Small Water Supply Regulatory Reporting Requirement

Unility name:

Year:

Semester 1

Semester 2

Unat

Production
MNumber of submersible pumps 10,
Mumber of Boreholes no.
Installed storage capacity in m

Stocape # 1 m’

Storape # 2 m’
Locaton of storage facility

Stomage # 1

Storape # 2
MNominal Capacity of the pump motors

Submerzble Pump 1 EWh

Submersible Pump 2 EWh
Energy consummed in pumping per submersible pumps
{in KWh)

Submerzble Pump 1 EWh

Submersible Pump 2 EWh
Total actual m” pumped per submersible pump

Submerzble Pump 1 m’

Submerzble Pump 2 m’
Peak Demand in m3 mi
Hours of operarion per submersible pump per day

Submerzible Pump 1 Hirs

Submerzble Pump 2 Hix
Length of pipe(s) from main-pumping stations to storage
facility in kam

Km to Storage # 1 km

K to Stowage # 2 km
Size of pipe(s) from main-pumping station to storage
facility in mm

Type A pipes: mm

Trpe B pupes: mm
Distribution |
Total distribution network length in km km
Sales and customer service, quality, staff and safety
Reconneaction fee T
Standard deposit fee per customer VT
Number of agreement termination customer category no.
Total number of employees

DManagement 10,

Administrative no.

Techiucal 10.

If you have moge than 2 storage eapacity, list them down

If von have moge than 2 storage facility, List them down

If you have moge than 2 submersibble pump, list them down

If you have moge than 2 submersibble pump, list them down

If you have moge than 2 submersibble pump, list them down

If von have moge than 2 submersibble pump, list them down
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Asset Register

Insert Company Name

Aszetn®
5 Class

Category

Asset Deseription

Type

Year

Historical

Assetuseful |Depreciation of
life the year

Are the assets of the water udlity financed through owner’s equity, loans, or a combinaton of both?
Please provide supporting docnmentation showing the composition of asset financing, welnding the proportion fmanced by equity and the proportion financed theough loans or other fnancing arrangements.

Uze the figure to complete data below

Utility name:

Year:
[ Unit 1
Product |
Borehole Water Volume m3
Piping Length m
Dischasge Pressuze baz/m/psi
Flow sate m3/h
‘Total Static Head m
Static Head (Above Ground) m
Dipped Depth m

Inserr Company Name

Emplayee Function (Management and support Number of Personnel Bage Salary

services, Generation, T&D, Commercial)

(Insert emplovee function with
approptiate breakdown within each
function, and requested data for each
following columu)

where:
E+C+D+E+F+G+H=]

] reconciler with Financial 5

Reguiremenr:

Provide 1 oy of

Meazuged nzing flow meter

Total Over time

TORAL STATIC
HEAD

eum

sLLFE:#.I'.I'.LLJ.ELCI‘.

(VINPE)

S

Staff Bonug

(ABOVE GROUND) 2 m PRESSURE
] GAUGE

®

TOP WATER
LEVEL [TWL)

FLOW 0 m3
v |

WELL HEAD LEVEL

DRAWDOWN LEVEL

Staff Salary Increment Other Staff Benefite

Groes Personnel Grose Amount

Expense
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Profit and Loss Statement for the year ended ddimm/yyyy

Sales of Water

Service Chasge (fized charge)

Revenue from connection and meter installation fees
Revenne from reconnection fees

Other Operating revenues

Total Revenues

] e R ez e

HHHEH

Electricity cost (from pumping stations)

Water Testing Cost

Repairs, maintenance & consumables nsed
Subcontracted labour (other than consulting and legal)
Total Cost of 3ales

Gross Salary/Wages

Total Superannmation Cost

Annual Provizion - Severance & Retirement
Total Personnel Expenses

HHBHA

Office & Administrative Expenses

Accounting & Audit Fees

Electsicity cost - Admin Office

Rental expenze

Telephone Charges

Bad Debts Wiritten Off

Bank fees

Lizence

Other expenszes (Give Breakdown)

Total Operating & Administrative Expenses

HH BHHHBEA
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Annex C: Small Water Supply Registration Form

_1||Il

Utilities
Regulatory

@ Authority

UTIIITIES REGUIATORY AUTHORITY

AFPLICATION FORM
REGISTRATION OF SMALL WATER SUFFLIER
{Bimls 3 of e Soeall Wter Supplisrs (Fagistration) Rnles 2014

Senall Wtes Suppliess ace advized to cead the Small Wates Supplies (Registratios) Fulez 2004, Commizsicn Ordes Mo, U-0011-14, beface Slieg out this foem &
capy of the Rules & avzilable on URA' webse

Yor may cantecs URA if 7ou have any questions

Additdonal insmuctons when Glling our tee form:
»  Comglete the fomm in it extizety

T. | Dwecails of Smaall & ater Supplies

| Tl cemme (7 el B S i @ gl e, e ik mawe ol
desigpeetion & mtact ferrax)

I, | Descipfion of the amsais) sexved/ to be served (v e fart ot i)

Mumber of costomers by category served’ to be sexved [k g Son we i)
(3 oy e mars]

o

5 | Muabes afmeters by categony
(ix moombees and pors]

Utilities Regulatory Authority, U-0008-26, SWS Tariff Determination Guideline, March 2026
Page 19



wn

Price charged/ to be charged for each service category, varu/m3 (ke ous farr no? redevant) (in wsmbers and vonds)

Domestic

Commereial

Indunstrial

6. Zopurce or catchment of water scupply

7. Deccription of water treatment facility and qualify tesfing program

3 Copy of the authorization received from the appropriate authority to supply water services enclosed

Declaration
1. Thave carefully read and understand the Rules.

2. Iconfinm that all information in this application is tre and aceurate. I have not concealed and ‘or misrepresented any fact in respect of the supply of water
to consumers by the aforementoned Small Water Supplier.

Signatre

For and on hehalf of

Date:
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Utilities Regulatory Authority

Vanuatu
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