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PUBLIC_UTILITIESUCOMMISSIGN

RQVierQf.theﬂratea“andmchaxsaﬁ
of the
Water. and. Sewerage. Authority

ORDER No. 83

By Nolice dated April 2, 1%93, the public TUtilities
Commission (PUC) notified the public +hat hearings would be held
sn  April 21, 1993 of = review of the rates payable for the
servines provided by the Water and Sewerage authority (the
Authorityv). pursuant to a Tequest by the Minister of Public
Utilities dated 24th March 1993 under section 17{1){e) of the
Public Utilities Commission Act (the Aet), Chapter 54:01 of the
Laws of Trinidad and Tobago. The public werxe alse invited to
submit recommendations and memoranda on +he matter before April
19, 1993,

In his letter the Minister explained that the present rates
Jid not cover tne costs of the services provided by the
Authority, and the Government was no longer able to fund the
shortfalls in revenue. Included with the letter was a document.,
hereafter called the Claim. consisting of detailed historical and
projected financial data and testimony in support of a claim for
increased rates, and a suggested rate structure which was
estimated to renerate +he revenues requested in the claim.

Hearings began on Aeril 21, 1993 before Commissioners -

. Beckles - . Chairman
J. Morton - Commissioner
M. BAckbar-Ali - Commissionexr

The Tribunal ruled that because the hearings were of a
review of the rates and not a claim for increased rates, the
Claim documznts would De used only to provide background
information for the review. DBecause variations of the rate
ctructure were proper matters for dJdetermination by a  review
Tribunal. the deliberations were not limited to the rate
structure supgested in the Claim.

The Minister's concern for some urgrent relief from the
insolvency of the Authority echoed the c©oncerns expressed by

provious Tribunals. They summarized the situation on Page S of
Order No. 77 as follows:~

"The picture presented 1is that of an inseolvent utility.
which has difficulty meeting its wage and salarv 1iabilities and
providing its croews with the equipment and tools required to do
the work for which they are being paid."”

That Tribunal was satigfisd that on the basis of the
restimony submitted up to that point of the hearimg that -

(a) The Utility was short of cash required to meet basic
1iabilities such as the weekly and monthly pavroll and
to equip its crews;

{(b) despite the reduction in operating expenses since Order

No. 54, the billings by the wtility had never covered

itz expenses. Its credit rating had already been
seriously compromised by this imbalance.

They toncluded that the obvious gonsequence of this was that
yhe Authority wbuld be unable to continue to maintain the
exiztiiig standard of service., In order to permit it to increase
its cash flcit to meat 1its urgent day to davy requirements, Oxder
Mo. 77 grahted an interim increase estimated at $17.8M per vear
mainly on the Dbasis of a revised formula for +the calculation of
royalties for the =sbstraction of water.
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Later testimony from Mr. Wyke. +he then Executive Director
of the Mathoritv. sudicated  that despite the ipterim Yevenas
incresnse granted by Order No. 77. further increases would be
reguired Lo start o PLOARTZIME of preventative maintenance of the
major Ltems of plant To ensure that they did ot deteriorate o
the poivt of neelessness. He explained +hat the Arthority Do
lonaer did preventative maintenance hecause the stock of spare
parks io most of their stores had heen completely nsed up and
thew had neither the ansh nox the oredit  to replace them.
Breakdown malntenance +o keep the most ovitical items of plant
working wWas all that was possible ab the Lime. In -addition, thev
were wunable Lo proneed with the lon« owverdae metering ProATraNme
becanse they could not w3y for the fittings required ho install
the melers which were in stock.

Mr. Wvke tegtified that fFurther reduction of expenses was a
1imited option because mach of the necessarVv maintenance woTk was
not belns carried out Jdue to the lack of funds. He claimed that
reductions in staff hevond +those alreadv in train wonld leave the
organization with jnsnfficient personnel to carry ok routlne

maintenance work.

After consideration of the necessitv for that programme, the
Tribunal cencluded that the Authority had established a strona
prima faclia case yhat delay in its imwlementation would ampravate
the deterioration of the service and delav the realisation of the
benefits of meterins. order No.79 therefore granted a 20%
increase 1in the »hills of all metered cuskomers, un-metered non-
domestic customers and wataxr abstractors to increaze revenues by
$16.2M rer vear. It vas anticipated that this would permit the
Authority to carry out the minimum rosTammsa of carital works
raquired to implement the metering LT ORTAINNS , restore the
eritical items of non-working plant, and start creventative
maintenance, plant rehabilitation. and 1leak detection and repalr
PTOZXanmes , and provide the modern management information tools
required for the new corporate plannins FTour., pending a new

claim for increased rates.

The f@nancial rerorits indicate that verv little capital work
haz kween carried out since 1986. On page 42 of the Claim it was
reported that some 55% of the Funds granted for capital
development were used to meet. the Authority's day-to-davy cash
requirements. This was reFlected in the erosion of the asset base
of the utility since then., and the larze number of complaints
recaived bv the Commission about intermittent and poor or non-
exiatent «upplies of water. geveral of the memoranda received 1in
response Lo the notice for these hearings contaln similar
complaints. Thesa S6rvVe to confirm reztimonv yeceived in earlier
hearings from witnesses for the Authoritv that i1t was wnable to -

- expand it's tyansmission and distribution services to
previouslv unserved or poorly szerved areas;

- rerlace Jamared and corroded distribution and transmission
mains particularlv in the town:s and cities. some oF
these facilities dAating from the last centurvy.

of particular concern to the Tribunal was the evidence
submitted at the hearins of the previous claim for increased
rates that although the Authority's Cholera pPrevaredness Plan
which was approved by the Board of Commissioners at it's meetingr
of Mav 25:1991 jdentified 57 mal functioning  wastewater
facilitied: both privatelv owned and owned by the National
Housing  Abtheritv. as one of the sreatest threats to public
health ih ihHe countrv, almost nothing has been done te repair o©OX
upsrada these piants because of lack of Funds.

On pase U1 of the Claim it was reported that the recent
shortfalls in fundins by the Government were covered bv the non:
payment of creditors and the non-remittance of PAYE. Healtl
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aurcharge, Penaion and National Insurance deductions to the
re}evant authorities. This was also testified in the Authority's
Evidence in Chief te the 1991 Claim for increased rates.

The testimony veceived at the +two previous hearings
indicated that the revemie due from all billed customers and the
estimated numbers of unbilled consumers =+ the current rates were
insnfficient Lo cover +he NMuthority's eXpenses. These shortfalls
were yeduced but not removed when revenues wWere enhanced by the
interim lncreases pranted bv Ordexre Ho. 77 and 79, all high
volume mnon-domestic CONSWNeYrs Were metered(Ref pg 7 and # of
Ordey MNo. 77), and payroll expenses wele reduced by an estimated
at $40M per vear by the removal of 1,000 workers (ref. page 53 of
the Claim ).

Finally, as pointed out in the request from the Minister.
the Authority was unable to ralse commercial loans or float bonids
because 1t was insolvent.

In their examination of +he Claim, the Tribunal noted that -

- The vevenue increases snggested on parRes 65 to 47 as sund
the financial restructuring of the Autheority at the end of
1992, the implementation of cost reduction and revenue
enhancing mMEasures, and no further transfers from the
Central Government. The anticipated result was net
operating deficits after depreciation of $9.9M in 1993,
£15.3M in 19964 and $16.7M in 1995. The total revenue of
+he ARuthority was expected to increasse by $157.5M or 91.3%
to $300M in 1993 and $338.6M by 1995. Water rates
{inclusive of charmes paid directly by the State) werw
projected to rise Ly 94.4% to 4$290.1M in 1993 and $297.6M
by 19955%. Sewerasge rates werea estimated to increase by

73.9% to $35.4M in 1993 and $36.4M bv 1995.

- Operating eXpenses wero projected to increase by 5.1% from
$303.5M to $355.3M between 1992 and 1995, largely on
account of higher financial charges {for loans) and bad
daebt expense.

- The Authoritv proposed to implement a capital expenditure
propramme of approximately £300M between 1993 and 1995.
Funding for this programmse was expected mainly from
axternal source:s. .

- The gTross revenue requiremsnt of the Authority as
authorised bv regulation 32 of the PUC Act, was $390.1M in
1993, $397.6M in 1994 and $401.1M in 1995. The projected
revenues therefore would onlwv cover 84 .6% of the total
projected cost of service 1in 1993, B84.1% in 1994 and
84, 6% 1in 1995.

- The Authority proposed to supplement its deficit during
1993 by the reduction in its accounts receivable. It was
planned that this exercise would take place concurrently
with the attempts to clarify its true financial picture.

The Tribunal noted that the revenue increases in the new
'laim wexe substantiallv lowerxr than the $21%M {later increased to
$332M) requested in the 1991 claim, and was encouraged by the
Authoritv's plans to continue to reduce expenses and to improve
the collection of its receivables. They were concernaed however by
+he heavy dependsnce of these plans on the restructuring of the
Authority!s debt to the Government as described on pares 4B to 51
of- the Claim: Thev suggested that this matter be settled as soon
as possible so that a firm basis would be available for a final
determination of the xrates. But for this reservation. the
Tribunal considered that the generallv asonservative nature of the
assumptions contained in the financial projections provided a
fair basis for the determination of a rate 1lncrease.
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However, thev noted that the capital prosramme in the alaim
onlv covered refurbishment and revlacement of the water plant and
made no provision for similar work on the wastewater plant. In
view of our particulax concern stated earlier about the state of
existine wastewater plant. and the need for such plant in manvy
rresently unserved areas. theyv reauested as a matter of urgency
that the utilitvy submit its estimates for the reguired wastewater
works.

In the claim, the Nutheority argued that even though thev had

- reduced ANPENSOS . collected xeceivables ard
renerally made itself more cost effective;

- borrowed monev: and,

- requested lncreased equity from its shareholders:

Thevy still found it necessarv to increase their prices even
to cover their dav to dav expenses.

The Tribunal admitted that the most worrisome feature of the
review was the limited data available for an analvsis of the
rlausibility of +these arguments. While +the Claim Ffranklv
admitted the past inefficiencies and the current deficliencies of
the Autheritv and outlined a reasonable set of programmes and
stratesies which it claimed would rermit it to achieve Ffinancial
s0lF =ufficiency, the detailed Ffinancial and opverating data
required to make a determination of the oprudence and cost
effectiveness of these plans had not been submitted. The
experience of the Commiszion was that this level of detail was
not vet a feature of the data compiled bv the Authoritv.

The promise in the claim was that if the rate increases were
granted thea customers would Dbe rewarded with hirher standards
of service. Unfortunatelv similar unkept promises by the
Authoritv had been a Ffeature of all vast hearings For increased
rates. Customerz who raised this issue therefore had more than
enouwrgh reason to be skeptical of anv promises of improved levels
of performance, particularlv in the absence of anv svstem of

. manarerial accountabilityv.

As far as was known there was no objective appraisal svstem
in use bv the Autherity to monitor and resvond to unsatisfactory
managerial performance. It was also not possible to zavy whether
or to what extent the manarement was efficient in the discharge
of its responsibilities. prudent in its decision making or cost
effective in the management of the operations of the Authority
because as menticned before, the data required to make thess
3ssesamants was not compiled on a routine basis.

The Tribunal observed that accountabilitv and complizance
with plans and programmes on which awards were granted was not a
requirement for the sranting of increased rates under the PUC
Act., In the absence of accountability. anvy increase in rates on
the basis of a promise of improved service was an act of Ffaith.

Desvite these mismivines. the limitations of the lesislation
vhich soverns the Commizszion denied the Tribunal any authoritv to
deny the relief available from temporarv ratez if thev wers
warranted by the circumstances.

In their xulins of BApril 21, 1993, the Tribunal declared
that it was satisfied that there was a prima facie <c¢ase that the
utility was insolvent and unable to Ffulfill its statutorv
obligations. and that this was contrarv to Regulation 22 of the
PUC Act atd to the rublic interest. The information available to
the Tribunil ifidicated that immediate rate relief was the onlvy
reasonable prdctical mechanism to forestall continued injurv +o
the Authoritv's wlant and business and to ths public interest,
Thev tohcluded that the Authority was therefore entitled to some
immedidtey rate relief bevond +that provided bv Orders No.77. 78




and 79, pending the completion of hearings. Because the othex
rarties had not vet heen heard from, temporarvy rates as permitted
under  Section 28 of the PUC Act were considered to Dbe
appropriate,

Section 28 permits the Tribunal in proceadings such as +the
review -

"if it is of the opinion that the public interests suo
regquire,  immediatelv determine temporary rates to be
charpged by such public utilitvy pending final
determination of such matter or preceeding.”

In the determinaticon of the public interest the Tribunal was
reauired to balance the public interest that harm should not be
dene  to the nation v the inabilitv of the utilitvy to carry out
its statutorv oblisationsz. and +the public interest that fairness
required that all affected parties be siven the opportunity to be
heard. In the exercise of its jurisdiction, the Tribunal had a
rarticular dutv under section 18 (1) of the PUC Act to hear.
receive and consider statements., arguments and evidence made
vresented or tendered by or on behalf of anv complainant, or the
ustility. or on behalf of the Minister.

d On  the basis of past experience. the additional revenues
from anv higher final rates which might have been approved as a
result of the hearings would probably not be available to the
Ruthoritv for several months. The Trilbunal therefore indicated
its intention to srant a temporarv rate increase, subject to -

a) the implementation of the svystem for rebates to unmeteresd
customers whose supply of water was interrupted for 5
or more davs as defined in Ordexr No. 78: _ :
L) payvment of refund with interest at the current overdraft
rate, in the event that a full examination of the issues
should establish that anv part of the increase was
unwarranted.

This course of action was intended to prevent contirmed
inpairment of the Authoritv's financial vosition while ensuring
that customers would not have to pavy for services which they did
not. receive, and that thev would be compensated if it was
subsequently established that anvy part of +the increases was
unwarranteé;’l

Pursusnt to sections 18(2) and 18(3) of the PUC Act, the
Tribunal also decided that arpumentz and objisctions to the
granting of these temporary increases in 1rates should be
rresented in writing on or before the 14th May 1993. They
exrlained that the temporarv rate increase in the proposed Order
were estimated to inerease revenues bv $110.7M made up of -

a) $39.6M from direct billing of the Central Government for
services currently provided free of charge oxr at
subsidized rates such as water for fire-fightins,
schools, agriculture, cld-age penszion and public a
assistance recinients and standpire users.

b) $43:4M from domestic customers as defined in Order No.7§.
Thesse Ixillings were oxpected to increase as institutions
sucH as schools were metered as discussed in Order No.78.

c) $27.7M from non-domestic customers and water abstractors.
A8 discussed in Order No. 77 these billings were also

. expected to increase by some $£22M, when all of these

customers were metered under the proposed metering

programme.
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In order to assist the partiss in framing their objections.
the Tribunal explained that the proposed Order would be based on
the customer classes defined in Order No.78 and the rates in
Urder No. 79, and would incorporate the following rate changes -

a) a S0% increase in the waler and sewerage rates for
unmetered domestic customers:

b) » rate of $2.00 per cubic meter for consumption up to 150
cubic meters per guarter and $3.50 per cublic meter pey
quarter for consumption bevond this for metered domestic
customers. The Sewerage rate wonld be 50% of the water

bill:

¢} a 50% increase in the water and seowerare rates for
unmetered agricultural customers:

d) a rate of $£2.00 per cubic meter for consumption up to 500
cubic meters rer month and £3.50 Pper cubic meter per
month for consumption bevond this for metered
arricultural customers. The Sewerasze rate would be 50% of

the water bill;

@) Ne further increase in the water and sewerage rates Fox
unnetered non-domestic customers:

£} a flat rate of $3.50 per cubic meter ver month for
metered non-domestic customers. The Sewerare 1rate wonldd

be 50% of the water bill:

#) No chanre in the charges for services such as connection.
reconnection eto., and the charmes for unserved
rroperties which were arproved in Order No.78:

h) the rates for the services other than those in (z) above
and the penalties as requested in Scheduls B to the
Claim; .

i} a rovaltv of 60 cents per cubic meter per month for the
abstraction of water as defined in Order No.77:

j) Changes in the minimum rates.

: The Tritunal also explained that while a prima facie case
h=d been made for a rate increase, there was no corresponding
justification for the rates sugrested in the Claim. There was no
explanation as to how the rates wero derived or how thsy would

Aenerate the reauired revenues. Althoush the text referred to

increases of 30% for Domestic customers, 50% for metered non-
domestic customerazs and 60% for very large industrial customers.
the metered rates sumpested for non-domestic customers would
renerate percentage increases in revenues Far bevond these. This
was of particunlar concern now that the metering programme had
finally started.

When hesrings resumed on Mav 26,1993 the Tribunal rmled that
on the baszis of the objections received to the proposed temporarv
rate increase, the premize of the Rulins of April 21, 1993 that
the Authority was insolvent and in urgent need of a large
increase in revenues to permit it "to overcome its tight cash
flow oproblems and embark on capital and other programmes to
uegrade its deteriorating plant and its services and imerove the
overall efficiency of itz operations", had not been refuted.

One chiector did refer to the absence of audited financisl
reports. and discrerancies between the financial data submitted
to previous hearings and that submitted in the current
documentation. However there was no requirement under the pUC
Act. that the financial revorts submitted to the Tribunal be
audited. In addition, the experience of ths Commission was that
the dAifferencesz between the audited and the unaudited financial
statements submitted bLv the Authority in the past had been too
ninor to affect the determination of the rates. In the present




<=laim, the Trilunal found that the discrepancies did not affect
the overall conclusion referresd to above.

Other objectors claimed thab the collection of arrears would
restore the Authority to  solvencov. Because deficits in the
financial reports were calculated on azn accrual hbasis collection
of 2ll asrrears would have a minor influence on this wosition by
redncine the need for overdralts and loans.

Claims of inefficiency in the performance of crews were not
supported by anyv explanation as Lo how or +to what extent the
fixed costs of the permanent stalff which make up the majority of
these orews would affect the overall financial performance of the
Authoxrity. Claims of overstaffing failed to take into aocount the
steadvy  reduction in stafl since the mid 1980's and the plans for
the voluntary termination of the services of seme 1,000 emplovees
which was already in progress.

Othay ohjectors sugrested that the potential - revenues from
uvnkilled consumers such as squatters would substantiallv reduce
the revenus reaulrement. Une chiector suggested the reduction
would be as much as 30%. Estimates of these revenues outlined in
Order HNo. 54 and updated in & May 1990 exhibit to the last Review
indicated that these ievenues would be less than $10M per vear.
or less than 10% of the requested increase, and hence would have
little influence on the overall conclusian.
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Those who raised the issues of the unfairness of a f£lat non-
domestic rate or the use of VAT registration as a criterion for
non-doemestic classification. or the pros and cons of ATV/ARV
hasad charging systems werae referred to the-analvses in Order No.
72 and the transcriprt to  the hearing of the last Review. It was
noted that the onlv explicit provision in the Water and Sewerage
Act for the charging of water rates acplied to domestic water
ratea, The Act did not specifv how rates for non-domestic water
were to be prescribed.

The majority of the objectors complained about the inecuity
of increasing the rates for a service that manv described as
intermittent or poor. Soma of these complaints pointed to the
unfairness of providing a widely wvariable quality of the service
throughout the country althoush all customers werse subject to the
same rates. This Order will address this problem bv including a
a set of 1rules for the implementation of a svstem of rebates
consisting of the rules in Order No.78 which were designed to
deal with the total lack of water for extended pericds of time,
and additional rules which cover the regular water shortages
caused by the use of the vublished water supply schedules in
effect in many parts of the countryv.

The other large body of objiectlons concerned the levels of
the propesed rates. The Commission was in receipt of documented
complaints sinte Orders No. 78 and 79 about the inabilitv of
small unmetered VAT businesses to pay the current rates. That
Tribunal was of the view +1hat it would be unreasonable to
increase these tatés without anv investigation of the validity of
these claims. Ordexr 72 indicated that revenue increases bevond
those available from the unmetered non~-domestic Flat rate
custometrs shoiild come from metered rates. This Tribunal is also
of that view.

The Dilfield DPensioners and a group from the Beetham Estate
objected to the invtrease in domesztic rates for low income
sus boemersn.  The Tribunal considered that. the increased rates for
standpipe and vardtap customers were not unreasonable siven the
current levels of grants to pensioners and persons on public

PR ———



e T

=z s

arsistance. The Tribun=nl recosnized that some low incone
customeys live in relativelvy high-ARV properties so  that watexr
rates mav constitute o burden. Howevexy such anomalies were
inherent in the ATV szystem of rating which presumed a correlation
between ATV and ability Lo pay. In the absence of meters or any
criteris for identifving such groups of ocustomers. the Tribunal
will tyv to ensure that the rates are not more than 5% of the
average income of the ocustomers in emch ATV grour.

The household expenditure tables supplied by +the €S0,
extracts of which were submitted on Table 2 of the Claim suggest
that for the average household. the expenditure on water mav be
increased to the extent provided in thisz Order.-Notice was also
taken that elecktricity rates for the majority of householdersa
were not increased and in some cases were decreased in Order No.
0. while Telecomminications Services of Trinidad and Teobago had
reduced their rates since July 1991.

The authority of the PUC to set ratez is limited by the
reneral reauirement of Zection 24 of the PUC Act that +the rates
for all customers shoulid neither be wanfair neor wvnreasonable.
Fairnese however does not reguire that rates for individual
customzys  be limited +o what they can afford. Such  social
enginerring is the functicn of +the elected representalives
throuehhr the provision of social welfsre nets such as the tax
concessions recentlv granted to taxpavers with taxable income
Lelow $#16,000 per vear., or the provision of subsidized rates for
individuals or pgroups of citizens whom the stale deltermines as
degexrving of zuch relief.

The Tribunal exrlained that the translation of the reveme
reaquirement inte a specific set of rate "schedulex had been
hampered by the lack of data on the costa of the variocus services
erovided by  the utility. Efforts Dby the staff of the PUC to

zeparate the costs of the water and sewerage services revealed

that the accounting records of the Authoritv were not oreganized
in a manner which would permit such costs to be readily
separated. :

The result was that the rates charsed had besn based on hest
indsement of abilitv to pavy rather than costs. It was also not
poszible to establish whether or to what extent the rates for
laree usexrs should be reduced for increased consumiztion as
claimed by some industrial customers.

Thes water which was the major Focus of the hearinss was
Ltreated to meet standards of biological and chemical purity
reoauired fFor domestic consumption. The use of such water for
cooling in  industrial plants, to . wash streets and animal vens,
firht fires and irrirsate agricultural lands was offten a waste of
the monev spent on the treatment and management for domestic uss
For zuch purposes, lower sradez of water which were charzed at
the lower rates to abstractors under the tariff would be more
sppropriate.

These ohservations were also relevant te the complaints frxom
several of the large chemical vlantz in the Pt. Lisas Industrial
estate about the effects of the wroposed rates on their
profitability and competitiveness.

Vhen the textbook evidence of the amounts of water requixw)
a#s a reactant in the chemical processes of these plants, was
compared wWith the claims of +the amounts of water actuallv used
per ton of preduct. it arpeared that as much as 60% of the water
suitlrlied to these plants was used for non-vrocess operations such
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as cooling and washing. The available iInformation was that the
majority of this watexr could he recovered by relativelv simple
methods. Whether this would be cost effective at  the current
cousts of water was o matter which each company would have to

daenide for ltzelf.

However when these considerations were combined with the
admizzion by T&T Methanol Co.. that some 25% of the water
surrrlied by the RAuthoritv was lost or wasted during the process
of pre-treatment for entry to their plant, there appeared to be
no justification for reducing the rate proposed Ffor such non-
dJomestic uze. In  addition, becausa of the inabilitv of the
hMithoritv to expand its capacity or keep up with the high leakage
rate in its svstem, it had been forced to resort to scheduling of
water supplies in order to maintain some minimum level of supply
throughout the svstem. In such circumstances the promotional
effects of declinins rate blocks cannot ke Jjustified.

The 1982 agricultural census revealed that the overwhelmiig
majoritv of the water used by farmers was supplied bv the rain,
surface sources, water collected 1in pends and private catchments
and from wells and springs. It was also found that the majority
of the farms in the countrv were less than one acre in size.
Under such circumstances, the use of drinking water for other
than domestic use or posszibly the feeding of animals would aprear
to Le minimal for the majoritv of farmers. In the absence of more
datailed information, there appeared to be little justification
for the c¢laim that the proposed increases to agricultural users
would result in lincreases in the price .of locally grown
foodstuff.

The other major irritant to customers was +that their bills
bore no relationship to their perceived consumption. As pointed
out in order, No. 54 in 1985 and subsegquent Orders. the solution
e this problem was the metering of customers. This would not
only remove the majer source of unfairness claimed by customers,
kat permit those who wish to do so to nanase the size of their
hill. While the current metering prosramme would remove this
irritant for most non-domestic customers, the Tribunal
recommended that the Authority introduce procedures to vermit all
customers to install meters supplied bv the Authority subject to
Rhuthority approval of the completed work. This would free the
Mathority from much of the expense incurred in installation.

The attention of the Autheritv was also drawn to the opinion
of Commissioner Aboud in Order No.78 on the unsettled matter of
the risght of customers to demand the installation of meters undexr
gsection 35(1) of the 4th Schedule of the Water and Sewsrage Act,
as loneg as the utilitv pursued its admitted goal of universal
meterine.

On July 28, 1993 the Utility submitted a report on a
prorosed svstem of rebates for non-supplv of water to un-metered
customers 1in response to the orisinal reqguest in Order No. 78.
and a Further request at the hearins on May 26,1993, In brief,
the Tribunal found that the prorosal met the basic objectives set
out in Order No. 78 and the raling of Mav 26.1993.

The Trituhal commented that? a larse part of the proposal
Jealt with the burden of implementing the svstem, rather than the
benefits to manarement of being able to collect the information
required to Hhonitor the aquality and deliverv of service. The
routine surveillance of water pressure and flow throughout the
svetem provided by the proposed system would provide early
warning of incipient faults. thus reducings the respronse times of
maintenance crews, and the potential for rebates. )
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Thev obzerved that the elements of the avstem such as bulk
metering., Porta flow meters and computerized customer sueply and
lovation records described in the repoxt appeared to be standard
festures in =z properly designed =vstem. It was therefore
difficult to see how such items could he considered as dedicated
to the rebate system.

The Rules for Rebates for intermittent supplv in Ordexr No.73
limited the velief to periods when the conditions defined in
Section 49 of the Water and Sewerare Authority Act, Charter 54:40
of +he Laws of Trinidad and Tobarge (the WASA Act) were not in
effect. Mr. Charles the witness for the Authority. was of the
view was that +this section applied to anv shortage of waler in
the svstem even if caused by leakases and other ineffiencies in
the distribution svstem. The Tribunal disagreed with that
jnterpretation and considered that when Section 49 was read as a
whole, that " a sexrious deficiency of water avalilable for
diztribution” referred to deficiencies in the production of
water, rather than deficiencies in the supply to customerxs caused
by leakages and other inefficiencies in the distribution svstem.
The Tribunal rules that this latter interpretation is the one
which shall apply in the Rules for the Rebate Svstem in this
Order.

The Tribunal alse disargreed with the sugpestion contained ia
the proposal for the Rebate Svstem that customers in arrears
should l'e denied rebates for non-supplv, because such punitive
actjon was contrary to the WASK Act which specified at section 74
the means by which the utilitv could recover water and sewarage
rates.

Out of an abundance of .caution. objections to the propased
temporarv ratesz received after May 26,1992 wexe also considered
and a number of points raised in the earlier submiszions were
reexamined. The Tribunal concluded that none of the objectlons te
date 1refuted their original arguments for granting temporarv
rates. Howewver. a number of points which were raised about the
prorosed rates are considered in the following parasgraphs.

The first outstandins point was the water used for example
for irrigation or- for industrv, where such water was supplied
from a stream or watercourse under a license which required that
water be returned in accordance with Part 1 of the &4th Schedule
of the WASA Act. In such cases the water from the stream or
watevrcourse flowed across the land beinsg irrigated or the factoxry
or rlant. and was returned to the xriver or watercourse either
directly otv by the addition of sufficient compensation water. so
that +the flow of the =tream waz not materially affected. Under
such eircumstances. a charege for abstraction of water which
assumed that the water which was abstracted was unavailable to
other users. was not appropriate.

The Tribunal therefore ruled that +the charge for watexr
abstrac'~d as described above would be 10 cents per cubic meter
(equivalont to US$E 22.30 pver acre-foot), on bills izsued on or

qfter November 21, 19%2.

The second outstanding peint was the pricing of metexred
water For non-domestic custcomers. On the basis that all non-
Jomestic customers would soon be metered the price of metered
water waz adjusted to levels which would generate the revenues
requested in the Claim at the present estimated levels of
constmption and svstem losses wh? 2 limiting the rate increase
for Uh-metered domestic rmstomers Lo 235% of the present raled.

=

-

[ —
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Oone of the responses to the ruling of May 26, 1993 suggested
that il could easily he demonstrated that there were significant
economies of scale in the supply of water to large users, to
which thev should he entitled if & fair rate structure was
estahlished. The Tribunal observed that the variety of 7rate
senedules for water ptilities in othex countries sugpested that
aither the claimed esonomnies of scale did not apply to alli water
utilities or they wers not  alwavs passed on Lo large MSers. In
addition. rate schedules were required to  serve several aims
other Lhan tracking the cost of sexvice. For example, since the
1970's. the electricily supply industry which has well documented
coonemies of scale had  deviated from Jdeclinine block rates as a
gonseyvation measure. M pointed out in the rulinz of May 26,
1993, the data for cost of corvice studies For the puthorlty was

unavailable because rach of it was nob collected. The Tribunal
wane nob prepared Lo fuess the extent of possible econcmies of
scnle for the Authority. 1t was oVel possible that declinins

rates were not justified akb the consumption levels of even the
largest vsers in Trinidad and Tobago-

The third outstanding matter was the sewerare rates for
indwstrial customers. Ev section 6 of the §+h. schedule and
section 66 of the WASA Aot. evervons within 150 feet of a sewer
main with a sufficient snpply of water was liable for a sewerage
charge which was related o their waler bill. The premises for

this charre wers -

(1) By section 66 of the WASA Aclt., sewer c%nnection
was compulsorvy. - :

{2) There was a reasonable correlation between the
volume of water supplied to the premises and the
volume «f wastewater discharged into the sewer.

The latter assumption might not be valid in the case of many
industrial customers. because the majority of their water was an
input to  the industrial process Or Was used for non-domestic
purposes such as cooling and was not discharged into the sewer

system.
¢

0f cencern to the Tribunal was the unfairness of widely

wvarving sewerage rates for industrial customers with similax
levals of sewerars because their rates welo based entirely on the
total volume of water SUﬁbliQd to each industrv.

The Tribunal therefore ruled that with effect from Janzsry
11,1996 in cases wherxre ihe supplv of water to industrial users foxr
non-domesatic and domestic purposes can e scparately metered, and
Lhe industrial wastewater was not discharred into the sewer
svstem, the sewer charse shall be 50% of the charre foxr the water
used for domestic PUITOSES, all water beins charged at the non-
domestic rate. '

The Tariff Book to this Order includes 1rules which provide
+that in the absence of a meter owned bv the Authoritv, the
raadings of meters ownud bv the customer. or estimates bv the
Authority shall be used until the supply is metered Dby the
Authorityv.

The Tribunal concluded that a general solution to this
oroblem for all non-domestic customers would not be possible
until the Authoritv had the information and systems required to
charge for wastewater on the basis of 1its composition as
dizcussed in Urder No. 77. In the meantime the Authority was
ureed to lmplement the’ various provisions of it's Act with

respact to the prevention of pollution and to the discharge of

wastewater.

gt e Wnsme tm
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The fourth outstanding mabtter was causzed bv the ‘wide ranse
of hbusiness sizes covered by the non-domestie classification.
Order Mo. 78 separated the un-metered customers in this =lass for
the purpose of charring into Value Added Tax (VAT) registered
custonexrs and nen-VAT repistered customers, the latter beinsg
charped the maximum domestic rate.

1t wazs pointed out at the hearings of BApril 21. 1393 that
many VAT resistered businesses were only marsinally so and that
the wvnmetered water rates in particular. were frequently
runitive. One  portion of this olass which could be easily
identified consisted of VAT registered businesses conducted on
domestic premises or in #  struckture which was partly used Ffor
business and partly as domestic premises.

This Order defines sexvice +to such customers as COTTACE
SERVICE and charges such customers rates which are intermediate
between domestic and non-domestic rates,

The revision of the yrates for the miscellaneous services in
Schedule B of the Claim is deferred rending an analvsis of their
costs, .

Fairness requires that there be some guarantee to customers
that the increases contemplated in  this Order will Ibe used for
the purposes for which thev were requested by the Authority. To
this end staff of the Commission will be assigned te moniter the
nse  of  these revenues, anpd the overall performance of  the
utilitv. and to repeart on these matters to the Tribunal. The
ability  of the utility to discharee its responsibilities in an
efficient and cost effective manner will be a factor in the final
determination of the rates. .

As revorted in Order No.78, hearinss of the 1991 Claim for
increased rates and for the Review of the Rates were hampered by
the lack of information on manvy aspacts of the oreration of the
ntilitv. and ths roor quality of much of what was available. Ore
gtriking example of this wvas the estimate of 214.6M in annual
tavenues from abstractors of water, and the realitv of $105,767
in billines for 1992 in the latest projections submitted to these
hearines. Past experience supgests that this will not be an
isolated example az the utilitv moves to -extensive metering of
its non-domestic customers. Members of the Staff of the
Commission will therefore le assisned to work with the staff of
the Utilitv to collect the data required to rrovide more accurate
estimates of the antidipated revenues for 1993 and bevond.
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ORDER

The Tribunal herehby orders that hy section 28 of the Public
Utilities Commission Aot the Water and Sewerage Authority 1is
authorised to charge the rates set oub in this Oxder, in
acoordance with the ruales for thelr application as sel onut in the
Tariff Beok which is incorporated in this Ordex.

At

The rates in this Order are based on the customexr classe:
defined in Order Mo.79 and the rates in order No.79. The change
in rates shall apply only to the amounts actually billed and no
to arrears incurred before the change in rate came into effeck,
ag fFollows -

I

ot 0

1) I 35% increase in the water and seweraxe rates for
unmetered domestic customers and charitable
institutions:

2) a rate of $1.75 wper cubic metexr for consumption up Lo
150 cubic meters per quarter and 4$3.50 per cubic
meter per auarter for consumption bevond this for
motered domestic customers and charitable institutions,
with a minimum kill of $30 wexr guarter. The Sewerage
rate will ke 50% of the water bill:

3} a 50% increase in +he water and sSewerage rates for
unmetered asriculitural customers:

4) a rate of $2.25 ver cubic meter and a minimum charge of
$20 per month for metered agricultural customers. The
Sewerare rake will be 50% of the water bills

5) a vrate of $300.00 wper month for un-metered COTTAGE
SERVICE customers and metered rates of ‘$2.50 per cubic
metexr for consumption up to 150 cubic meters per
quarter and $3.50 per cubic meter for consumption
hevond this.  The sewerase rate will be 50% of the
water bill.  These new rates apply to all Lills issued
to such customers on oOr after June 1, 1993 =

6) a flat rate of $3.50 per cubic meter per month for
netered non-domestie customers. except for those
subject to rates specified elsewhere. The minimum water
bHill will be %35 per month. The Sewerage rate will be
50% of the water bill:

Al

7) Unless otherwise indicated, all changes in the rates in

this Order aeplv to bills issued on or after October -

1.1993.

farr, oy .

8) “Water used for irrigation or For industxry, where such
water 1is supplied from a stream o watercourse under a
license which raequires that water be returned in
accordance with part 1 of the sth Schedule of the WASH
Act shall be charged at 10 cents per cubic meter on
bills issued on or after November 21, 1892.

9) With effect from Januarv 1, 1994 1in cases where the

supply of water to industrial users for non-domestic

and domastic purposes can he separatelv metered. and

the industrial wastewater is not discharred into the

sewer svystem. the sewer charge shall be 50% of the

- charrge for the walter used for domestic PUIrPOSES. all
water being charged at the non-domestic rate.

-

-

e
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The temrnrarv rate increase in this Order 1is granted subject
to the folldwing conditions -

1) The Authoritv shall maintain a record of pavments made
under this Order avallable for the inspection of the
Commission showing all amountx received, and from whom
recaived by reason of anv increased rates which have
hean rranted. and shall show the increased amounts for
each customer on their bills.

2) The Mnthority mav be required to refund with interest
Lo its customers such  wortioh of the increased charpes
as  the Tribunal finds not justified wuron the FEinal
detormination.

3) 1he rebate svstem described in the proposal submitted
by the Authoritv on_April 28, 1993 and the rules for
its application in the Tariff Book to this Order, shall
be implemented by April 20, 1%9&. 1f the rebate svstem
is not in effect by BApril 230, 1994 or such extendad
date as mav be detormined by the Tribunal, then the
rates shall revert to the rates aestablished in Order

No. 79.
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