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LOGICAL FRAMEWORK

HIERARCHY OF PERFORMANCE TARGETS AND
OBJECTIVES EXPECTED RESULTS REACH INDICATORS TIMEERAME ASSUMPTIONS / RISKS
Goal Impact Beneficiaries Impact Indicators ZiEelne ang i Risks and Mitigation

Targets

Increase number of African
utilities achieving international
best practice on central
efficiency parameters and
increasing funding of
investments from own revenusg

Adoption of best practices by
utilities leading to more
sustainable operation and
maintenance of urban piped
water and sewage schemes :
improved coverage through
increased investment.

Customers,
employees,
owners and investors of
AfWA members and
ngther African utilities.

All African states and
governments

Operation cost coverage ratig
(OCCR: Annual billing /
annual operation costs)

Collection rate and period

Non-revenue water
(water losses)

Sources

Surveys of AfWA and others
among African water utilities

IB-Net, AfWA and other
databases

OCCR > 1,2 for

>75% of utilities in 2025
from 20 out of 91 utilities in
2006 (*)

Collection > 90% in < 3month
for > 25% for utilities in 2025
from 3 out of 68 utilities in
2006 (*)

NRW < 25% for

> 50% of utilities in 2025
from 27 out of 98 utilities in
2006 (*)

(*) WOP Africa Utility

Performance Assessment, 2(0@gration

Assumption :

Economic progress and
political stability

LL’Risk :

Limited capacity and
resources to improve
management and impleme
investments

Mitigation :
Monitoring and publication
of progress & deficiencies

promotion of best practice$

beyond project scale and

Purpose

Outcome

Beneficiaries

Outcome Indicators

Baseline and Indicative
Targets

Risks and Mitigation

More sustainable utility
operations including better

Quality of Service
Financial Performance
Technical Performance
Coverage

Increased collaboration amor
African utilities leading to
Improved Utility Performance
including

Quality of Service

Financial Performance
Technical Performance
Improved Infrastructure

Wtilities involved in
peer-to-peer learning

Clients of Utilities
involved in peer-to-peer
learning

All (other) members of
AfWA

Operation cost coverage ratig
(OCCR)

Overall Efficiency Indicator
(OEIl: “Revenue water”/total
production)

Sources

Surveys of AfWA and others
among African water utilities

IB-Net, AfWA and other

databases

Improvement > 5% in 2015
(baseline in 2006 of 90% :
0,59/0,53 USD/m3) (*)

Improvement > 10% in 2015
(baseline in 2006 of 52%:
[1-0,36]*73%) (*)

(*) WOP Africa Utility
Performance Assessment, 2(

Risk :
Weak government support

Tariffs are not
adapted/adjusted

Non-payment of bills by th
administration

Mitigation :
CDdnsultation with AMCOW
and international donors

37




Inputs and Activities

Outputs

Beneficiaries

Output Indicators

Baseline and Indicative
Targets

Risks and Mitigation

Component A :

10 peer-to-peer learning
partnerships between African
water and sanitation utilities

Cost :
340 000 Euros

10 Performance Improvemen
Plans (PIP) implemented

Utilities involved in
peer-to-peer learning

tAll (other) members of
AfWA

The water and sanitatio
sector in Africa

Operation cost coverage ratig
(OCCR: Annual billing /
annual operation costs)

Collection rate

Non-revenue water
(water losses)

Specific Technical
parameter(s) of each PIP (to
defined)

Sources
Partnership agreements

Performance Improvement
Plans (PIP)

Evaluation of PIPs
Project reports,

Other reports of WOP Africa
and AfWA

Improvement of at least 5% in

2011/12 (baseline in 2008/10]
90%, different for each
company) (*)

Improvement of at least 10%
in 2011/12 (baseline in
2008/10 < 70%, different for
each company) (*)

Improvement of at least 10%
bR 2011/12 (baseline in
2008/10 > 35%, different for
each company) (*)

Improvement of at least 10%
in 2011/12 (e.g. metering,
continuity of service,
production volume, electricity
consumption, treatment cost,
etc.) ()

(*) Subject to adjustment in
kick off workshops

<

Risk :
Lack of interest /
contributions by utilities

Mitigation :
Limitation of initial number
of partnerships

Component B :

Benchmarking of utilities and
updating a utility performance
database

Cost :
150 000 Euros

Performance assessment of
African utilities updated

Database operational

AfWA members

The water and sanitatio
sector in Africa

Investors / donors
interested in the sector

Performance indicators
available for 80% of African
water utilities

Operational Database
s

Sources

Completion report and
other project reports,

Annual Reports of WOP
Africa and AfWA

At least 120 evaluations of
utilities updated in 2011/12 o
of 134 available in 2007 (*)

At least 100 queries answere
by operational database in
2011/12

(*) WORP Africa Utility
Performance Assessment, 2(

iRisk :

dData reliability
Mitigation :
Mobilisation and checking |;
validation workshop
09
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0 EXECUTIVE SUMMARY

Urban water utilities in Africa differ greatly inize, organisational culture and operating
environments. But they all share one major cha#lemdhich is expanding access to appropriate
levels of services to their growing urban populasioAfrica lags behind other regions in the
achievement of the MDGs and operational inefficiema@are a major cause of poor access to
water services. One third of production goes tospial and commercial losses and revenues are
insufficient to cover operating costs let alone ag service coverage. So it is becoming clear
that a huge potential in the African water sectes in increasing operational efficiency — in
particular by reducing wastage, improving serviaalily and securing cash flows.

Water operator partnerships (WOPs) are a promiapgyoach for improving the efficiency of
water utilities. These partnerships focus on irdeasd systematic knowledge-sharing through
peer-support between water operators as a aceseagproach to bridge the existing capacity
gaps more cost effectively. Availability of religbperformance information across the region
has improved significantly through a utility seBsessment exercise among African water
utilities. Ascertained strengths and identified dseprovide a basis for the most promising areas
for learning and peer-support under the evolvingR\filtatform.

On average, utilities provide water to only abobitp@rcent of the population within their supply
areas while sewerage services coverage is3fhfyercent. Most utilities are currently struggling
to cover even their operating costs. Less than dfalhe utilities can be considered financially
viable and, for many, poor performance on colleticeems to be the main problem. The
findings also show that Non-Revenue Water (NRWa imajor weakness for most utilities. In
many systems, as much as a third of productionssdue to technical and commercial losses
and, on average, utilities in the sample get regdauonly half of the water they produce.

The evolving WOP-Africa program is well placed tonoect utilities and facilitate knowledge
sharing and capacity building — especially on imvprg technical efficiency and improving cash
flows, areas that are critical to improving servioeverage. Crucially for a successful peer
support approach, there are some well-performinlifieg in Africa. Many countries have
improved the institutional framework making it pils for utilities to shift from crisis
management to strategic planning and performanggovement, which can be emulated by
those still lagging behind. The available WOP Adritltility Performance Assessment has
identified utilities with superior performance miaiteg the weaknesses of those utilities seeking
improvement.

This provides the basis for improvement by emuiatidich this project will exploit in the ten
peer-to-peer learning partnerships to be suppottedugh the African Water Association
(AfWA) and the newly established WOP Secretariateloain Johannesburg under Component 1
of AWF funding. Each of these partnerships will lerpent a specific Performance
Improvement Plan specifying substantial improvemenhtcritical parameters for customer
service, financial and technical performance. Thachmarking and performance assessment
will provide an update of the 2006 data availabhel @nstall an operational database under
Component 2. These components will contribute tecelecated improvement of utility
performance through more intense and systematiwledge sharing. The required ‘champions’
achieving international best practice are availésenost parameters and regions.

It is recommended to support the implementatiothefWOP Africa by a Grant not exceeding
490 000 Euro from the African Water Facility. Tigisant is also meant to generate the first data
and information which will help AfWA scaling up upe WOP at the continent level. The final
workshop will aim at formulating a proposal for keg up WOP-Africa.



1 BACKGROUND
1.1 Origin of the Project

1.1.1 Clean drinking water shortages continue ta lsggnificant problem in many parts
of Africa. The quality and coverage of servicesnfronost of the urban water utilities
remains poor. The situation is becoming worse witih urban population growth rates
reported at over 2-6 percent per year. The rapté p& urban population growth is a major
challengeand opportunity for urban water utilities in AfricaloF a long time, measures
taken by governments to address service coverguelgave concentrated on building new
infrastructure with little attention given to impiag efficiency and productivity of water
utilities. However, estimates of finance requiretsefor water and sanitation expansion
point to large funding gaps and prospects of peiggtctor investments appear bleak. These
realities have compelled major players in the waeator to seek alternative approaches to
improving water service coverage.

1.1.2 Alternative approaches include capacity-tigdand knowledge sharing through
Water Operators Partnerships (WOPs). These pahnipsrbave recently been recognised
by utilities and their partners as a promising apph for improving the performance of
water operators and accelerating progress towdredsMillennium Development Goal
(MDG) targets for water and sanitation services.tifg most basic level, WOPs seek to
bridge the capacity gaps that exist in many dewetpmountries through intense and
systematic knowledge-sharing including peer suppartnerships between operators. A
utility self-assessment exercise among selectetakfrwater utilities has ascertained their
strengths and needs and identified the most progiaieas for learning and peer-support
under the evolving WOP platform.

1.1.3 The Global Water Operators’ Partnership (GW{SRan important element of the
Hashimoto Action Plan (HAP) launched in March 2@86the United Nations Secretary-
General’'s Advisory Board on Water and SanitatioN8GAB). The HAP proposed WOPs
to strengthen local water services and to achietanationally agreed targets. This makes
WOPs an important tool for capacity building andfpenance improvement of water
utilities to step up progress toward the MDGs terder water and sanitation access. UN
Habitat was mandated by the UN Department of Ecanamd Social Affairs (UN-DESA)
with the responsibility to implement the GWOP thgbudistinct regional initiatives. A
central objective of the Global and Regional WORK e to develop a platform that
would link needs and sources of support through pegport partnerships.

1.1.4 WOP Africa was launched at the African Wassociation (AfWA) congress in
Cotonou, Benin in February 2008 after preparatiooes2006 which included workshops
in Johannesburg and Nairobi. The Eastern and Soutkfeica Region of the International
Water Association (ESAR-IWA) has been instrumelmakextending the reach of WOP
Africa. A Memorandum of Understanding between thege main association has been
signed and EWAR-ISA will be integrated into AfWA the near future. Three regional
workshops were held in Kampala, Dakar and Masech gathering about 60 to 100 utility
managers. All three workshops shared the resultseotontinent-wide benchmarking and
identified potential partnerships between utilitfes the implementation of WOP-Africa.
The participants demonstrated high interest inniiegr from other utilities in many areas
including non-revenue water reduction and debt mameent. All the regional workshops
were conducted through a highly participatory manmemabling every utility to voice
interests and concerns. In break-away sessiority uéipresentatives were asked to present
best practice they have implemented as a way oivatotg their colleagues to reflect on



possible solutions. A ‘market place’ was also orgath to enable utility managers to post
the areas where they needed support and where iy support others.

1.1.5 The market place clearly showed areas whepepost is needed. These include
customer care, collection efficiency, non-revenuater reduction, debt management,
human resource development, service to the poaifasan, metering efficiency and

others. From the data collection it was clear tinast utilities faced acute problems of
weak MIS systems, quick information retrieval aegarting. There were also issues of
cost recovery, and resultant break-even problemshis regard, the need for efficient
financial management was highlighted. This projescfocusing on priority themes to

ensure quick wins.

1.2  Sectoral Priorities

1.2.1 Currently a large fraction of available inwesnt funds for water and sanitation is
absorbed by rehabilitation of existing infrastruetihat has been not been maintained
adequately. Improvement of the efficiency of ugiliperations to levels of international
best practice will allow accelerated expansion @ferage. Improved utilities should be
able to generate some investment funds internaldy kze attractive targets for public and
private finance if their market potential exceetle tevel of such internally generated
funds. Public operators are responsible for prongjdvater and sanitation services to more
90% of urban households and are therefore the ifyritarget of operation efficiency
improvements. More intense and systematic knowleslggring including peer support
partnerships between operators will contributecimeterated economic development which
includes water and sanitation as priority sectonmost African countries.

1.3 Problem Definition

1.3.1 The UN Millennium Project has pointed outtttee current pace of progress is still
too slow to reach the water and sanitation reldtdtennium Development Goals. Less
than half of the countries of Africa appear on seuto achieve these global goals. There
are many good and acceptable practices on the affricontinent but there is little
encouragement to share the underlying technologies processes of well performing
utilities with underperforming peers. The WOP Peogris aimed at closing this learning
and benchmarking gap.

1.3.2 The African continent poses the most diffiliallenge for achieving the water
and sanitation MDG targets. Thesguire a doubling of the pace of expansion of caye

in water supply in urban areas and a tripling fanigation. Reaching 175 million urban
customers by 25 would call for roughly 7,000 to 10,000 new cortrets per day for
Africa as a whole — more than double the presdat Most of these new customers will be
poor households living in inner city slums or perpan settlements as the more affluent
are already connected.

1.3.3 Recent projections show that following the ‘bussas usual’ trends, Sub-Saharan
Africa would only reach the MDG targets for watemnsces by 2040, and those for
sanitation by 2076UNDP, 2006). The WOP initiative recognises the criticde of WSS
utilities to accelerate progresl.is also becoming clear that the real potential the
African water sector lies in increasing the effiwg in the already existing systems;
reducing wastage, improving service quality anduseg cash flows can increase
coverage and revenues in the existing systems.




1.3.4 The previous Water Utilities Partnership (WUP, 1998006)aimed to develop a
better understanding of the conditions necessarywéder and sanitation services to reach
low income communities. It was intended to condunetlepth case studies on particular
best practices to learn what is necessary to edplithese practices elsewhere. An action
research program to identify good practices wasezhput under WUP 5 in three phases:

- Phase 1 (1998-99) developed and tested the metigydiml Zambia and Ethiopia.

- Phase 2 (1999-2000) documented good practices #ambia, Malawi, Tanzania,
Ethiopia, Nigeria, Ghana, Senegal, Cote d’lvoird &fali.

- Phase 3 (2001) disseminated principles and selégtmat practices” for extending
WSS services to the urban poor based on the ei@iuatprevious results.

1.3.5 The WUP contributed significantly to the formulati@f policies and practices
through which African utilities could improve thgerformance and extend their services.
A related WUP mantra has been broadly disseminatetis still relevant to the WOP
program:A reasonably efficient and financially viable utilis a pre-condition for serving
the poor at scaleAfrican policy makers and sector planners recagphithe potential and
the relevance of utility partnerships and have tak&eps to start a WOP program that
builds on WUP. All publication of the WUP and keys$ons learnt will be made available
on the WOP-Africa webpage.

1.3.6 The WOP Africa is supported by African watard sanitation utilities, their
associations and their partners. The initial stepromote WOP in Africa was the Nairobi
workshop in December 2006 which endorsed the idea pegional WOP Africa and
mandated UN Habitat to pursue its preparation illaboration with WSP, taking into
account the experience gained with similar inNM@s, in particular the Water Utility
Partnership (WUP). The next step was the Johanngdhorkshop in April 2007 which
defined guiding principles and an action plan for further development of WOP Africa.
Three regional workshops in Kampala, Dakar and Mak®ked at various performances
in various areas of indicators, identified themésamperation, which have formed part of
the foundation of this project.

1.3.7 The required rapid, cost effective and snatae improvement of the operational
efficiency of utilities lies at the centre of the@pmoach chosen in the WOP Africa
programme and this project. The affordability ofteraservices will be enhanced as
improved efficiencies will reduce tariff increase=juired for better services and more
consumers can be supplied with existing resourties. will also improve willingness to
pay if adequately communicated to the custometsilities.

1.4  Previous partnerships carried out

1.4.1 A core mandate of both AfWA and ESAR-IWA asdevelop professional capacity
of their members in water and sanitation utilitymagement to significantly contribute to
improved service access across the continent. Thisachieved through technical
workshops, scientific and technical council meetirgnd congresses and peer-to-peer
learning and partnerships. The WUP initiated in 6l9%as a first attempt to scale up
partnerships and information exchange across Afriditionally, several bilateral or
multilateral partnerships involving African Utiks have been signed under the auspices of
AfWA, ESAR-IWA,WB, WBI, WSP etc. These cover tecbal and non-technical aspects
of utility management, performance or policy depat@nt with ONEP (Morocco), SDE
(Senegal), SODECI (Cote d’lvoire), NWSC (Ugandadypig a mentor role in several
projects. The focus areas of previous utilitiestrpenships comprise institutional reform
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and change management; training, monitoring antlatiran systems; non-revenue water
management; planning and asset management; bdlwgcustomer services, improving
sanitation coverage; and PIP preparation.

1.4.2 Positive impacts of these partnerships canobserved but a coordinated
programme is still lacking. Self-funding capabdgiof public utilities is another limiting
factor. Very few partnerships with small scale sarvproviders are reported. Previous
partnerships were not often documented and moditanel there was no platform to match
demand and offer, the basis of the current WOPrprome.

1.5 Beneficiaries and Stakeholders

1.5.1 The direct beneficiaries of the project Wi the ten utilities receiving mentors in
the sponsored peer-to-peer learning partnershipsir Tustomers, other AfWA members
and the ‘champions’ providing the support will bBnhendirectly from the project. In a
wider sense, all African utilities, governments gioghulation will benefit from this project,
in particular if the programme will continue andnche scaled up after the 10 initial
partnerships sponsored under this project. Inc¢bigext the overall water and sanitation
sector in Africa including current and potentiavestors and donors will indirectly benefit
from the project and programme in the long term.

1.5.2 The WOP Africa initiative is a tool for thenprovement of the performance of
African utilities and will contribute towards theldevement of the WSS MDG targets and
progress towards universal access to safe watesamitation. The main stakeholders in
this project are AfWA, ESAR-IWA and the participagi utilities. They will promote the
Program and communicate the results and lessorey Wil provide the institutional
framework for the Program Coordination and Suppbrit (PCSU) and ensure its proper
management in line with sound business practicegio¥ernance structure was agreed
through a participatory process.

1.6  Justification of AWF Support

1.6.1 This project fits within the AWF mandate untitaproved Service Delivery, with a

clear focus on innovation. Funding from the AWFI|wihable the project to undertake an
initial set of peer-to-peer learning partnershigs improve critical operation and

maintenance parameters identified in the assessnméet AWF has been engaged in a
project preparation process with AfWA and otherkshlders including the Water and
Sanitation Program (WSP) to ensure that the prdjéstinto the AWF mandate and

contributes towards the achievement of AWF objedtiv

1.6.2 The base financing of programme managememtidas important advantages.
Respected regional and international partners aserehe credibility and profile of the
project. AWF co-financing is for two clearly defohepriority components which will
promote visibility the Facility. Opportunities faicaling-up can be realistically expected.
The learning and knowledge dissemination are sthemgd through benchmarking and the
performance assessment update.



2 THE PROJECT
2.1 Impacts

2.1.1 WORP Africa will contribute to improved susiable operation and maintenance of
urban piped water and sewage schemes. The devetbpand improvement of WSS

services will be supported through increased colation between water operators.
Service will initially increase in quality and atldnally translate into extension of covered
area through focus on customer services, perforenangprovement plans, training,

monitoring and evaluation (M&E) systems as wellrmseased investment.

2.2 Outcomes

2.2.1 WOP Africa will improve the performance ofrisn Utilities which will operate
more efficiently, be better managed, more accoulmtabd responsive, provide sustainable
and equitable quality water and sanitation servingbeir areas of operation. In addition,
increased collaboration among African utilitiescemraged knowledge sharing, coming up
with practical approaches and actions aimed atompg performance will follow from the
successful implementation of WOPs. Accordingly, #pecific outcomes of this project
include, among others:

- Improved Quality of Service including better cowiiy of service and extension of
coverage according to demand,;

- Improved Financial Performance mainly focussing awilection efficiency and
Operation Cost Coverage Ratio (OCCR);

- Improved Technical Performance with water losseRWN— non-revenue water) as
initial focus, consumption of energy and chemicals well as utility specific
parameters as follow-up;

- Improved infrastructure aiming at pro-poor serviegpansion and return on
investment;

- Improved reporting and benchmarking platforms fdridan utilities including a
comprehensive and user-friendly database and upgatformance assessment;

- Utility managers and staff with a clear understagdif the challenges they face.

2.2.2 Additionally, culture of capacity-buildingn&wledge sharing and networking; as
well as a sound environment and sustainability atew resources would be provided
through incentives from the right sector policies anstitutions.

2.2.3 A manual on best practices will be placed\@P and websites. A printed version
will be published if funding can be assured. Lesstgarnt will be used to develop a
proposal on larger scal€he final workshops will aim at formulating a pregad for scaling
up WOP-Africa.



2.3  Outputs

2.3.1 The purpose of the WOP Africa Programme tsuitd a platform of exchanges and
partnerships between water and sanitation utilitieéfrica for capacity enhancement as
well as sharing of best practices. Under the AWRd&d components, the participating
utilities will establish ten partnership agreemeatsl Performance Improvement Plans
(PIP) describing the quantitative progress of aatdhlly aiming at improved technical and

financial performance. Specific parameters willugie in each case the following:

— Operation cost coverage ratio (OCCR), i.e. totaluah billing (excluding subsidies)
divided by operation and maintenance costs (exetudiepreciation and interest),
improved at least by 5%.

— Collection ratio, i.e. cash income as percentage tiftal billing,
improved at least by 20%.

- Non-revenue water (NRW), i.e. water ‘lost’ as a cestage of net supply,
improved by at least 10%.

- Additional specific parameter(s) to be specifiedpasately for each PIP
improved by at least 10%.

- The parameters above are subject to review in tble-&ff workshops, in particular
for partnership agreements and PIPs focussing ontagon.

2.3.2 Initial values of the above parameters w#l tompany specific and can be
estimated from the Africa Utility Performance Assagnt as follows:

- OCCR:
Good practice: 150 %
African average: 100 % (based on billing, o8#o based on revenue!)

Utilities to be improved: <90 %

— Collection ratio:

Good practice: 93 % (collection period ah8nths)
African average: 73 % (collection periodBaionths),
Utilities to be improved: <70 %

- NRW:
Good practice: 23 %
African average: 36 %

Utilities to be improved: > 40 %

2.3.3 The champions participating in partnershipe @&xpected to be close to
international best practice or sub-regional lead@rsnost parameters. The ,learners’ will
be below the defined thresholds or among the weaketheir respective sub-region in
several parameters. Based on the available perfm@naassessment, an ambitious
improvement of the collection efficiency is requirdRequired improvement of NRW is set
lower because substantial investments might nanbkilised during the limited duration
of the PIP. Requirements for OCCR improvement age lswest to allow multi-
dimensional goal setting, i.e. participants shdwdde a choice to use increased revenue for
reduction of NRW, reduction of maintenance delays,

2.3.4 The updated benchmarking and operationabdaéwill allow monitoring of the
efficiency and the progress of utilities and theantribution to the MDGs. This will
increase the confidence of banks, investors anardoto fund additional improvements
that may still be beyond the capacity of the ugifit Up-scaling of peer-to-peer partnership
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support to a larger number and wider range of iwgmoent parameters will be prepared
through the updated benchmarking and the resultiseol 0 partnerships funded under this
project.

2.4  Activities

2.4.1 AWF funding shall initially cover the two cponents of Peer-to-peer Learning and
Benchmarking out of the overall business plan ef\#OP Africa Programme. At least ten
peer-to-peer learning partnerships shall be impieatk under the initial funding from
AWF as Component A. One update of the previoustytilenchmarking and database
improvement shall be implemented under ComponenAlBactivities related to project
management shall be carried out under availableifignfrom other sources.

2.4.2 Component A shall be implemented in all regidat least one partnership per
region). The WOP Coordinator shall initially corttatl declarations of interest received in
2008 and including the central parameters on théireental scale (see Annex 4 - demand),
provide these utilities with the PIP improvemernitesia and financial support set out in
this report and ask them to confirm their interast propose a mentor who has been
contacted by them and declared his availability iatetest.

2.4.3 Both Mentors and Mentees institutions wilboyade supporting letters which
identify names and departments of staff to be vewlin the WOP activities. Mentors will
be allowed to ask mentees to complement any additiet above the amount allowed by
the project. Such arrangements will be statederMbU to be signed by both parties.

2.4.4 The WOP Coordinator will establish a shdrts15 partnerships to be considered
for this project by eliminating applicants that ambove average for more than one
parameter and mentors that are below best prafdicenore than one parameter. (See
paragraph 2.3.2.) Additional criteria to be usedl & the improvement potential of the
mentee and the “gap” with the mentor. The shorthgt be submitted to the AWF for
review and non-objection. 2006 performance datat@arbe used except in cases where
comprehensive data for 2007 or 2008 can be madkblea

2.4.5 Based balance of sub-regions, equal workglaoficipation, anticipated efficiency
and innovation to be expected from participants, pdtnerships shall be invited to
participate in the two kick-off workshops. Eachtparship shall establish a Performance
Improvement Plan with implementation duration ofrhi@nths based on the available self
assessment and the initial suggestions made bynérmor. Quarterly and final progress
evaluations are to be submitted to the WOP Seaetdt least two visits by mentor and
mentee to the other partner will be made with astiéwo participants each. Two mid term
and two final workshops (one in English and ond-ranch each) will be held to share
experience between the partnerships. The impagadi partnership will be evaluated by a
local consultant.

2.4.6 Component B will comprise the update of thé&icA Utility Performance
Assessment — in particular the Utility Self AssesammQuestionnaire (USAQ) — and the
integration and presentation of results with IB-ldatl own database to be established and
maintained by AfWA. The database will be accessiblethe general public, donors,
regional sector ministries and AfWA members at efiéht and progressively detailed
levels. The results to be targeted will be forykar 2009. A maximum of responses from
respondents in the 2006 exercise shall be targatddin additional effort shall be made to
increase participation from the underrepresentedhem region. The results shall be



published additionally in printed form similar tbet evaluation of the 2006 data after
validation to be carried out at the 2010 annuabecess of AfWA.

2.4.7 The database will be available in English Brehch and help monitoring progress
and access in sanitation in Africa. A new list aframeters for monitoring progress in
sanitation and performance of sanitation utilite#l be developed and validated with
AfWA members. Sewage treatment capacity, on sitetatéon coverage, faecal sludge
collection and treatment capacity and related patara will be considered. The IBNet
indicators will be included in the database. Retputesthe database shall allow comparison
of performances for each indicator within the segion or the continent. An online
performance reporting form will be made availabde €ontinuous data collection. The
principle of the voluntary data collection will bgroposed for adoption by AfWA
members, as an indicator for measuring the suaafeds various programme supporting
members. This will be introduced and advertisedraadditional performance indicator of
AfWA, equivalent to recovery rate of member fees. g incentive, payment of member
fees and completion of the assessment form couldubenitted at the same time. WOP
Africa will identify the responsible persons or\sees to collect and fill the performance
assessment form. Upon completion, the WOP Progra@owdinator will undertake a
validation survey before updating the databasenenlThe online request should allow
exporting data in PDF and Microsoft Excel format. should also allow graphical
representation online similar to the WHO/UNICEFnid¥onitoring Programme webpage.
The state of progress will be published online hhginting key benchmarking parameters
that can be displayed on a map of Africa or shawtables or histograms. Updated printed
and electronic versions of the performance assedsraport will be published every two
years.

2.4.8 The consultancy will provide the WOP Africecgetariat with this electronic
platform allowing assessment of African Water arhigation Utility performance. The
indicator list (inputs and output) to be defined the Consultant jointly with WOP
secretariat considering the content of the mostnedfrica Utility Assessment and the
requirements of performance improvement. The coasuWwill provide training on the use,
maintenance and updating of the database.

2.4.9 The terms of reference for the consultant@tse written by the WOP Coordinator
and are subject to review and non-objection byAW4-.

2.5 Risks

2.5.1 This project is based on the underlying agsiom that on continental scale there
will be continued economic growth and political slidy. Progress towards the

achievement of the MDGs and related plans may deesl by limited financial resources

and human capital to implement and step up invadtnpéans corresponding to the
identified needs. Regular monitoring and publicataf progress and deficiencies is the
most appropriate mitigation and will be supported the benchmarking and database
component of the project.

2.5.2 During project preparation with utility repemtatives weak government support,
non-adapted or non-adjusted tariffs and non-paynoériills by government and state
institutions have been identified as major hurdbegards the improvement of performance
by utilities. Consultation with AMCOW and internaial donors through AfWA has been
identified as the most realistic mitigation measure



2.5.3 The partnerships between utilities could héesmined by the lack of interest from
champions or by the lack of commitment and contidou by the underperforming
partners. The initial limitation of partnerships less than 10% of the declared interest
should safely mitigate this particular risk.

2.5.4 The benchmarking and database component cmeédits usefulness seriously
curtailed if data are not reliable or not consistérhis has been addressed in the 2006
Performance Assessment and can easily be expedidrycesing the IB-Net. Validation is
to be carried out to limit these deficiencies toegtable levels.

2.6 Cost and Financing plan

2.6.1 The USAID and UN-Habitat have agreed to faeathe WOP Africa Secretariat.
The initial funding from AWF amounts to € 490 00the breakdown of this requested
funding is shown in the following table. The ovétaldget plan of the WOP Programme
for the years 2009 to 2012 is shown in the Annex.

Table 1: Proposed Financing by AWF 2010-2011E{mos)

Iltem Description Unit Qty Rate Amount

Wop Initiatives (Budget details to be clarified®gordinator and participants)

Travel costs
1 (Mentor and Mentee)* PIP 10 7 000 70 000

Accommodation costs

2 (Mentor and Mentee)* PIP 10/ 10000 100000
Workshops
(Kick off, mid term, final, 2 each) | "° 6| 32000/ 192000
Impact evaluation consultancy no 10 3000 30 000
5 Contingency LS 22 000
Total - WOP Initiative 414 000

Database Management

1 Database Software no 1 30000 30 000

2 TA input (fees) workdays 60 250 15 000

3 TA input (per-diems) workdays 60 100 6 000

4 Launching workshop LS 10 000

5 Final workshop LS 10 000

6 Contingency LS 5000

Total-Database Management 76 000

TOTAL FUNDING REQUESTED ** ‘ 490 000

* Travel cost will be specified in each PIP todmproved by the WOP Coordinator.

i The sources and breakdown of funding for nonFAMhded activities is shown in Annex 1.



2.7 Eligible travel cost

2.7.1 Travel cost eligible for refund include:
- International travel up to cost of flight ticket@@onomy class;

— accommodation, food, local transportation and compation cost up to 150 Euro
per night or lump sum per diem for exchange stéatifi@ rate of 100 Euro per night;

- visa fees.

2.7.2 The utilities involved in a partnership map up the per diem or upgrade the flight
category to meet their respective internal starglédch arrangements are to be included
in the Partnership Agreement (MoU) signed agreernetween the parties.

3 IMPLEMENTATION
3.1 Recipient

3.1.1 The African Water Association (AfWA) will bthe Recipient on behalf of its

members that elect to participate in the WOPs fdnbg the project. The ultimate

beneficiaries of the project are the populationwvesg by these utilities who would gain

access to improved water and sanitation servides.ufilities employ personnel that have,
in one way or another, participated in benchmarlang capacity building programmes
such as the WUP program. In fact, most utilitiesehalready participated in the initial

stages of the WOP initiative like the regional wsirkps in Kampala, Dakar and Maseru.
This stage of the WOP Africa implementation is #fere a continuation of the process
with more specific benefits.

3.2 Implementation Arrangements and Capacity

3.2.1 The WOP Africa Secretariat hosted by Randewat Johannesburg will act as
Executing Agency under the overall responsibilityABWNVA. The Program Committee will
act as Steering Committee of the Program includimg approval of work plans and
budgets for the AWF funded components. The Regiq@da/OP) Council will be
consulted on program review, advocacy and as indesppropriate. Annex 2 illustrates the
implementation arrangement of different projectd anmponents under the WOP Africa
Programme.

3.2.2 TheRegional Council (RCill bring together all key stakeholders and pdavi
strategic guidance, coordination and facilitateatiehships with funding partners. The
Regional Counciwill meet at least annually and its membership inttlude:

a) AfWA-ESAR/IWA (co-chairs), the Program Coordina{®CSU),

b) Regional organizations (AMCOW, ADB/AWF),

c) Regional NGOs (WaterAid , ANEW),

d) International/regional actors: (UN-HABITAT, WSP, Etther donors),

e) Utilities engaged in the implementation of spec#ativities.

3.2.3 The_Program Committee (PGS an organ of the Regional Council established t
oversee and support the PCSU. The PC will reviemuahwork programs and budgets as
well as annual reports and will monitor the folloy-of the recommendations of the
Regional Council. The PC will meet on an “as neédeakis at least twice a year. Its
meeting are funded by the WOP secretariat.
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3.2.4 The mandate of the WOP Africa Program Coatdincomprises programmatic,
financial and operational elements including, amotingrs:

- Provision of clear leadership, continuous attentethe achievement of objectives,
further expansion and development,

- Design of action plan, annual work programme, &edconsolidated budget,
— Supervision of project implementation,

- Fund mobilisation under the direction of AfWA artProgram Committee,
- Ensure cost-effective projects implementation,

— Monthly financial statement and follow-up on diskement,

— Development of clear operational procedures for \WXDita,

— Preparation and follow up of Program Committee mest

— Promotion of WOP-Africa,

— Dissemination of knowledge and good practices,

— Design and implementation of a monitoring and eatun system,

— Quarterly and annual reports to the Program Coremitt

3.2.5. Rand Water will host the secretariat of WA&IRca and provide furnished offices
and communication facilities. It will provide adsisce for managing and administering
WOP Africa funds, outside of the framework of Rafdter. Prof. Hamanth Kasan will be
the second signatory to the WOP Africa account hairCof ESAR-IWA and not in his
capacity as a Rand Water employee.

3.2.6. AfWA hires and pays the WOP Africa Coordomaand office running cost.
Through its Scientific and Technical Council Megtiand Congress, it will strengthen
WOP programme by sharing and disseminating bestipes, results and success stories
within its network. AfWA will support the WOP setagiat in mobilizing funds for scaling
up WOP in Africa.

3.3 Performance Plan

3.3.1 Each of the 10 peer-to-peer learning partigssfunded under this project shall
establish a Performance Improvement Plan (PIP)invRhmonths of signing of agreement
with the WOP Secretariat. Each PIP shall focus mibiious but realistic improvement
levels of critical parameters for improved custorservice. The measurable outcomes to
be included into each of the PIPs shall considersgpecific situation of the utility willing
to improve its financial and technical performaacel comprise the following parameters
which might be adjusted during the Kick-off Workglso

- Operation cost coverage ratio (OCCR),

- Collection rate (of amounts billed),

- Non-revenue water (NRW, water losses),

- Technical performance according to specific paranset

3.3.2 The levels of improvement shall aim at réialisnd ambitious achievements within
12 months of establishment of the PIP. The minimuomprovement for eligibility for
funding shall be as follows unless adjusted dutiregKick-off Workshops:

- OCCR - atleast5 %
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- Collection rate - at least 20 %
- NRW - at least 10 %
- Specific technical parameters — at least 10 %

3.3.3 The update of the utility performance assessriased on the 2006 results shall be
prepared within 9 months following Grant Effectiess. Preparation includes procurement
of software, entry of available data and set-upntérnet (www) interface for queries by
the general public. In addition the previous questaires shall be checked and sent out to
all previously identified utilities. A special effoshall be made to increase replies from the
Northern region and to increase the number of smdlities from countries only
represented by one main national supplier.

3.3.4 The Annual AfWA congress shall be used teirex clarifications on previously
received replies with perceived inconsistencie® Ghecked data shall be entered into the
database and available for queries by June 201@ri€3u shall be documented for
evaluation.

3.3.5 Updated performance indicators for 2009 (@82009) shall be available for 80%
of African water utilities and at least for 120 anft 134 utilities available in the WOP
Africa Utility Performance Assessment published2®D9. At least 100 queries shall be
answered by the operational database by the eP@16r.

3.4 Implementation Schedule

3.4.1 The project will be implemented over a damatf 24 months from Grant Signature
with 6 months foreseen for the Grant Agreement &mfiiment of conditions. The
implementation period of each partnership agreemelhtoe limited to 12 months. The
benchmarking exercise should cover the year 2009 pveparation starting mid year and
being completed within 12 months. Additional detaite shown in the following table.

Table 2: Project Implementation
Component / Task Duration | Start End 2010 2011

Component A 18 monthg Jun 2010 Dec 2011
Select 10 high potential twinnings3 months| Jul 2010 Sep 2010
Establishment of PIP 3 months| Oct 2010Dec 201Q
PIP implementation 12 monthsg Jan 2011 Dec 2011
PIP evaluation 2 months| Nov 2012Dec 2011
Component B 12 months Oct 2010 Sep 2011
Software 3 months| Oct 2010Dec 201Q
Questionnaires 3 months| Jan 201IMar 2011
Evaluation of Replies 3 months| Mar 2011Jun 2011
Publication of results 3 months| Jul 2011 Sep 2011

35 Procurement and Execution

3.5.1 All procurement of goods, works and acquigitdf consultancy services financed
by AWF shall be in accordance with the AWF’'s Opieradl Procedures, the BankRules
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and Procedures for Procurement of Goods and Wodksas appropriateRules and
Procedures for the Use of Consultgnissing the relevant Bank Standard Bidding
Documents. The Procurement arrangements for thee gmoject are listed in the following

table. A summary of AWF funded components is describelow.

Table 3: Procurement Arrangements (all amount&uno — excluding taxes)
Description Shortlist Shopping Total

CONSULTANCY SERVICES

Database management 22 000 22 000

Impact evaluation, 10 PIPs 34 000 34 000

REFUND OF TRAVEL AND ACCOMMODATION

Travel costs of exchange staff 75 000 75 000

Accommodation of exchange staff 105 000 105 000

WOP workshops (kick off, mid term, final, 2 each 200 000 200 000

Utility assessment / database workshops 22 000 22 000

(launching, final, 1 each)

GOODS

Database Software 32 000 32 000

PROJECT PREPARATION & MANAGEMENT

By Recipient *

TOTAL 56 000 434 000 490 000

* The source of funding for non AWF funded actgitis shown in Annex 1.

3.5.2 Consultancy Services Procurement of Consulting Services for database
management and evaluation of PIPs valued in agtgeaia€ 225 000 will be undertaken
through competition on the basis of a short-ligisitig the quality and cost based selection
process (QCBS). These comprise database set uppmiade of performance assessment
for at least 120 utilities for € 115 000 and thaleation of 10 Performance Improvement
Plans for € 110 000.

3.5.3 Goods Procurement of a database software shall be uhkeéertander Shopping
(SHO) procedures. It is anticipated that one suaritract will be awarded not exceeding
€ 35 000.

3.5.4 Travel and AccommodatiorRefund of travel expenditure and accommodation
expenditure or allowance will be undertaken undbo@ing (SHO) procedures. It is
anticipated that 10 partnership contracts will bam@ed valued in aggregate at € 230 000.
Each peer-to-peer learning partnership will incltrdeel and accommodation costs for two
utilities.

3.5.5 Prior Review Contracts for Consultancy Services or Goods dfievzdnigher than

€ 10 000 will be subject to prior review by the AWIhe following documents are subject
to review and approval by the AWF before promulgatiunder prior review; Specific
Procurement Notices (SPNjender/ bid documents or requests for proposals fro
consulting firms, tender/bid evaluation reportsreports on evaluation of consultants'
proposals. The contracts for procurement of datalsaftware and database consultancy
fall into this category.

3.5.6 Post ReviewContracts for Consultancy Services or Works dfi@&€ 10 000 or less
will be subject to post review by the AWF, and wile processed under the full
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responsibility of AfWA. Ex-post technical verifidah and ex-post financial control
systems will be used in these instances to endide WOP Secretariat to expedite
procurement of goods, works and to acquire comgukiervices. Procurement documents
including SPNs, tender/bid documents or requestpi@posals, tender/bid evaluation
reports as well as signed contracts will be keptheyWOP Secretariat for periodic review
by the AWF supervision missions or special audits.

3.6  Disbursement Arrangements and Expenditure Schedule

3.6.1 The grant amount covering the AWF funded camepts of the project will be
disbursed using the Special Account method of de&dment, in line with Bank rules and
procedures. AfWA will open a Special Account denaatéd in Euro in South Africa at a
bank acceptable to the AWF.

3.6.2 The proceeds of the Grant shall be disbubgethe AWF in two instalments or
tranches, based on the implementation schedulgpagtess. The estimated amounts are
as shown in the following table. The first tranetié be disbursed when the conditions for
Grant Effectiveness are satisfied. The second leamall be disbursed upon drawdown of
the Special Account estimated to be within 12 merfter grant signature.

Table 4: AWF Expenditure and Disbursement Sclee@mhounts in Euros)

Category of Expenditures Tranche 1 Tranche 2 Total
Goods 30 000 0 30 000
Services 270 000 190 000 460 000
Total 300 000 190 000 490 000
Percentage 62 % 38 % 100 %

3.6.3 Obligations of the AWF to make the first diskement of the Grant shall be
conditional upon the opening of a Special Accouhge nomination of a Programme
Coordinator acceptable to the AWF and the appraMala procurement plan. The
supporting documentation for the replenishmenthaf Special Account will include a
statement of receipts and expenditure of fundsaugp by bank statements, justifying that
at least 50% of previous disbursement has beesadiland an audit report. An updated
work program and cost estimate for the remaindethef project and evidence of the
mobilisation of agreed co-financing has to be ideld. All detailed documents related to
the utilisation of AWF funds will be held by the VIPOSecretariat for subsequent
verification and confirmation by the external aodst

3.7  Accounting and Audit Arrangements

3.7.1 AfWA through the WOP Secretariat shall bepossible for the financial
management of the project. AfWA has secured sefficiqualified and experienced
financial management staff through its hosting agrent with Rand Water. These include:
a Program Coordinator, an Administrative Assistamd a dedicated Accountant. They will
maintain an accounting system and books of accepatifically for the AWF project
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components, and will prepare quarterly financiateshents in accordance with ADB
procedures. These statements will be submittedthegewith the quarterly progress
reports. All payments will be endorsed by the PaogiCoordinator and all cheques will be
countersigned by a representative of IWA-ESAR (3&25) and Rand Water procedures
will be used. Segregation of duties shall be mas@uibetween authorising, accounting
and bank signatory functions.

3.7.2 Twoaudits are expected to be carried out by an exteunditor recruited by the
AWEF. The AWF will recruit and retain an auditor for timarpose, and the cost of the audit
shall be paid from the AWF administrative budget, fnom this Grant.

3.8  Monitoring, Evaluation and Reporting Arrangements

3.8.1 The supervision of the project by AWF wilcinde regular communication and
correspondence with the WOP Secretariat and AfW# ,weell as the review of the
Quarterly Progress Reports and other documents. M&¥ undertake a field supervision
mission at any time, as may be needed. Two anapalrgision missions are anticipated.

3.8.2 A monitoring system will track project progseand performance at the level of
each partnership. The Logical Framework matrix dnedPIPs shall serve as a basis for the
results based assessment of the outputs of thegbrdjring implementation and after
completion. The monitoring of the project will berge by the Program Coordinator at mid-
term and at the end of each individual project.sTwill be assisted by the scheduled
workshops and evaluation consultants. The RegiGoaincil shall review progress during
its regular meetings.

3.8.3 The Recipient shall submit to the AWF theorégdocuments noted in the
following table. The project completion report dhatlude details on project activities and
a comprehensive expenditure report on the utisadif the Grant. All documents shall be
transmitted to the AWF by email, with hard copiesfallow subsequently. Year means
calendar year unless agreed otherwise and quandraith the calendar months of March,
June, September and December.

Table 5: AWF Reporting Requirements
Documents to be Submitted to the AW  Reporting Schedule AWEF Action
1. Procurement Documents As noted in Procurement| Review and
as noted in Section 3.5 Section “no objection”
2. Quarterly Progress Report in AWF | Within two weeks Review and
format (with report on expenditures) |of end of quarter comment
3. Annual Report End of £ quarter Review and
including audited accounts of following year comment
4. Project Completion Report 3 months before end of |Review and
in AWF format project acceptance
5. Minutes of Steering Committee Within 7 days of meeting Review and
(Regional Council) Meetings comment
6. Minutes of any other project meeting Within 7 days of meeting For_ information /
or workshop action
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4 PROJECT BENEFITS
4.1  Effectiveness and Efficiency

4.1.1 The basic strategy is to seek acceleratedovements through more intense and
systematic knowledge sharing via peer support etweperators. In order to cover the

entire African continent, as much as possible,viies shall be conducted on regional

basis, to cater for commonality of values and ojpegacontexts. Bottom-up approaches

shall be used to assess demands for utility-tiyupieer support partnerships. Transactions
shall be not-for-profit and also not-for-loss tacearage participation and commitment of

mentees and mentors. Practical approaches aimebegssing specific challenges facing
participating utilities shall be adopted and if gibse carry out clustering so that ‘streams’

of similar challenges can be mapped out and hamdt@eé efficiently and cost-effectively.

4.1.2 The partnership approach can be expectedriloute to improved efficiency of
operators much faster and more cost effective ttraditional approaches involving
consultants. The available performance assessrhemissthat in most regions champions
are available. ‘Champions’ achieve internationaitlpgactice for critical parameters.

4.1.3 This project motivates utilities by refundaafditional costs and AfWA is providing
a public forum providing international recognitiohefforts and results. The benchmarking
and performance assessment update will providefpbsuccess and identify further
improvement options.

4.2  Sustainability

4.2.1 Improving the performance of utilities to eske operation cost coverage ratios
(OCCR) of 1.2 and above is an absolute pre-reguiit sustainable operation and
extension of water supply and sanitation networld r@lated facilities. The demonstration
of good practices by successful practitioners wi# more easily understood by
underperforming companies and staff than most deabke alternative approaches.

4.2.2 The WOP Africa Secretariat will be an impottatepping stone in the agreed
integration of ESAR-IWA into AfWA. It will be staffd by competent personnel with
mandate to achieve the objectives of the WOP Aindative.

4.2.3 It should be expected that out of over 10fadations of interest for WOPs already
available at AfWA another 50 to 100 would desempport after the completion of the 10
partnerships included in this project.

4.2.4 The funded WOPs will not require continuowgpport and the performance
improvements are expected to allow not only furtt@operation among the partners but
even minor improvements or extensions out of tigies’ own revenue.

4.2.5 The Project will strengthen the effectiverasd sustainability of WOP participants
and all AfWA members for improved operational affitcy and service delivery beyond
the project period by the use of existing structuie project implementation and
institutionalised learningl'he project components will be anchored in exiséiegociations
of utilities and all AfWA members will be informeregularly on the achievements of
WOPs funded under this project.

4.2.6 Environmental Management issues are not aleatrthe conceptual level of the
WOPs. It can, however, be expected that the inere&®fficiency will typically include
the reduction of water losses and that the inccegseformance of sewer networks and
treatment will gain attention after the most bugnissues of underperformance have been
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addressed. It will be the responsibility of eaclilitytto follow respective national

environmental legislation, regulation and procedurén addition the absence of
environmental degradation will be ensured for eBtf to be implemented by the WOP
Secretariate.

4.2.7 Socio-economic and Gender benefits will basmered and ensured as follows
through increased reliability of services. Specificalysis may be carried out within
individual PIPs according to the assessment byirttiementing utilities and the WOP
Secretariat. The project activities will includeettpreparation and dissemination of
information which will promote gender equality.

4.2.8 The risks posed by climate change and véitialwill be considered in the
improvement of the water production and drainagditi@s which may be prepared during
the WOPs funded by this project. This will incluttee required attention to increased
storage capacities and flood proof locations oififees.

5 CONCLUSIONS AND RECOMMENDATIONS
5.1 Conclusions

5.1.1 At this stage less than half of the countésAfrica have succeeded to put
themselves on course for the WSS/MDGs. The WORaini¢ seeks to improve the

performance of utilities through more intense amdtesmatic knowledge sharing and
capacity building including peer support betweearafors. The WOP Secretariat provides
a platform to initiate and promote peer support.

5.1.2 The project preparation involved an AfricalitytPerformance evaluation covering
134 utilities, workshops and a mission of AfWA teetAWF. Over 100 potential WOPs
have been identified.

5.1.3 The positive aspects of this project include:

- Aregionally owned initiative which reaches the ardy of water and sanitation
utilities in Africa, applying an innovative, rapahd cost effective approach to
directly improve the efficiency of operation, ma&nance and management of
participants and indirectly benefit all membershaf African Water Association.

— Tackling some difficult issues, such as OCCR, NRW! eollection efficiency.

—  The promotion of regional champions as mentorsmwike their achievements
better known on regional scale.

- Focus on professional capacity building focussingjoick wins.

— Complementary co-financing, with the AWF fundingaily defined components

related to the implementation of peer-to-peer legrand updating a
comprehensive performance assessment coveringgidins of the continent.

5.1.4 The total cost of project components whice WF is requested to fund is
€ 490 000. Project management and additional coemenwill be covered by the
Recipient and other donors.

52 Recommendations

521 It is recommended that a grant not exceedin§CEOO0 from the African Water
Facility resources be extended to the African Watssociation for the implementation of
the project as described in this appraisal report.
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5.2.2 Obligations of the AWF to make the first diskement of the Grant shall be
conditional upon the nomination of a Program Camathr and an accountant, acceptable
to the AWF, the opening of a Special Account inamlb acceptable to the AWF, the
submission of a procurement plan and the prooivaflability of funding for Programme
Coordination and project management for the scleedirhplementation period of AWF
funded components.
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ANNEX 1 — Detailed Budget

. _ Year 1 Year 2 Year 3 TOTAL AWF
Activity Description NOTE Euros Euros Euros Euros Euros

A) Program Coordination 1
Salaries + benefits 81600 81600 81600] 244800
Work related travels 27 200 40000 400001 107 200
Secretariat Operating costs 16 320 16 320 16 320 48 960
Recruitment expenses 10 200 10 200
Accountability books keeping 8160 8160 8160 24 480
RC and PC meetings 20400) 20400) 20400 61200
TOTAL PROGRAM COORDINAT. 163 880] 166 480] 166 480] 496 840 0
Component A*
B) 10 new partnerships 2 _ |
WOP 1 8500 8500 17 000 17 000,
WOP 2 8500 8500 17 000 17 000,
WOP 3 8500 8500 17 000 17 000,
WOP 4 8500 8500 17 000 17 000,
WOP 5 8500 8500 17 000 17 000,
WOP 6 8500 8500 17 000 17 000,
WOP 7 8500 8500 17 000 17 000,
WOP 8 8500 8500 17 000 17 000,
WOP 9 8500 8500 17 000 17 000,
WOP 10 8500 8500 17 000 17 000,
Impact Evaluation Consultancy 30000 30000
Contingency 22 000
TOTAL WOP INITIATIVES (component A) 85000] 115000 170 000] 222 000,
C) WOP regional workshops* 3
Kick-off workshop 1 32000 32000 32 000
Kick-off Workshops 2 32000 32000 32 000
Mid-term review workshop 1 32000 32 000 32000
Mid-term review workshop 2 32000 32000 32000
Final workshop 1 32000 32000 32000
Final workshop 2 32 000 32000§ 32000
TOTAL WORKSHOPS (component A) 128 000] 64 000 192 000] 192 000]
Component B**
D) DATA BASE MANAGEMENT 4
Procurement of a suitable data management system 30 000 30000] 30000
TA fees 15000 15000 15 000,
TA per diems 6 000 6 000 6 000
Launching workshop 10 000 10 000 10 000
Database presentation workshop 10 000 10 000 10 000
Miscellaneous data base related administrative expenses 5000 5000 5000 15 000 5000
TOTAL DATA BASE MANAGEMENT (Component B) 76 000 5000 50001 86 000 76 000
Other WOP initiatives |
E) Nigeria WOP Special initiative 5 68 000] 68 000] 68 000] 204000 0
F) WSS services for the urban poor 6 102 000] 144 840) 122 400] 369 240 0
G) MIS and PIP development 7 119 000 217 600] 224 400| 561 000 0

Overall Total 741880] 780920 586 280] 2 079 080] 490 000
* Component A will be implemented within 18 monilygar 1 and 2)

** Component B will be implemented within12 montligear 1)
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Notes and Breakdown of Costs

Note | Description/activity cost breakdown details

1 This budget covers employee related costs, adtrative costs and other related start-up
expenses of the WOP-Africa Secretariat; see tatdernNote 8 below for proportional
attribution to AWF compoents; Source of funding:AJ8 and UN Habitat

Each of the 10 initial WOP initiatives under AWF(fling shall involve a Performance
Improvement Plan for a results-based partnership.

The breakdown of average partnership supportfisliasvs:

Mentor travel costs - 7 trips @ € 500 - € 3 500;

2 Mentee travel costs - 7 trips @ € 500 - € 3 500;

Accommodation of visitors - € 10 000;

Rapid impact evaluation by local consultant - €8.0

Contingency (physical and price variation, inclgdimorkshops under note 3) - € 22 000.
Funded by AWF.

At 3 stages workshops will be organised for Fregioth o ne for English speaking participants.
Workshops shall allow for group discussions andisgaf experiences, which is another
practical form of initiating partnerships and prss®enchmarking.

The breakdown of costs per workshop (€ 32 0003 ikows:

TA for module preparation (10 man-days @ 300) -GDG;

Resource persons (4 nos for 5 days including patiparof materials @ € 300) - € 6 000;
Per-diem for 20 participants and 4 resource pergatrisast 10 utilities per workshop at per-
diem rate of € 100 for three days) - € 9 000;

Air tickets for 24 people (economy class @ 500 werage) - € 12 000;

Administrative expenses and incidentals - € 2 000.

Contingency (physical and price variation, includeder note 2).

Funded by AWF.

This budget covers an important prerequisite ftasssgquent partnerships.
It incorporates:

The acquisition of a computer-based data managesystem (e.g. SIGMA software), Updating
of available utility performance data (based orere@ssessment)
including data analysis and desk inquiries of ulyitey success factors/inputs to observed good
performance,

re-assessment of current performance data,

updating on annual basis.

TA fees for 60 days of TA per year @ 250 Euros/day,

TA per diems for 60 days of TA per year @ 100 Eldag).

Launching and database presentation workshops cechiith AfWA STC meeting.
Funded by AWF.

6, | Funding to be sought.
7

L. e Year 1 Year 2 Year 3 TOTAL
Activity Description
Euros Euros Euros Euros

Program Coordination

Salaries + benefits (working time = 50 %) 40'800 40'800 40'800 122'400
8 Work related travels 27'200 40'000 40'000 107'200

Secretariat Operating costs 16'320 16'320 16'320 48'960

Recruitment expenses

Accountability books keeping 8'160 8'160 8'160 24'480

RC and PC meetings 20'400 20'400 20'400 61'200

TOTAL PROGRAM COORDINAT. 112'880 125'680 125'680 364'240

-20 -



ANNEX 2 — ORGANISATION, STAFFING AND MANAGEMENT TEA M

AWOP Council

(overall strategy and guidelines, program review, advocacy)

Program Committee

AfWA & ESAR IWA, UN Hab., WSP
BP, WP budgets,annual reports, audits, etc.

SECRETARIAT (PCSU)
Rand Water (Joburg)

= planning, coordination
- communication, links with Global WOP
- resource mobilization

TA & support

Other

A4
Funding Sub-programs/projects implemented
directly by Secretariat

Sources

Associated Sub-Programs and Projec
(by WSP, AfWA/ESAR/IWA)
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ANNEX 3 —
SUMMARY OF PERFORMANCE IMPROVEMENT PRIORITIES
FROM AFRICA UTILITY ASSESSMENT

Overview

A number of water utilities in Africa completed a self-assessment of their internal strengths and
weaknesses using a comprehensive utility self-assessment questionnaire (USAQ) adapted from the
IB-NET and SEAWUN assessment tools. The data covers the year 2006 and the report was
published in 2009. The assessment covered two dimensions: (i) assessment of performance,
strengths and needs; and (ii) assessment of the potential for peer-support partnerships between
water operators in Africa. The USAQ contained both quantitative and qualitative questions relating
to:

 Utility profile: type of services provided and institutional set-up;
» Technical information: service area/coverage, consumption and production;

» Operations: billings and collections, operating expenses (OPEX,) service continuity, metering,
monitoring and evaluation, benchmarking and performance improvement planning;

e Human resources: staffing and training;
» Customer care: customer complaints/procedures and continuity of services;
e Pro-poor service delivery: connection fees and tariffs, pro-poor service options and strategies;

» Infrastructure and asset management: sources of raw water, treatment methods, production
capacity, network information, and capital investment;

» MDGs roadmap: reforms, long-term planning and financing, and potential areas for partnerships;
and

e Previous experience with utility partnerships: context, areas covered, financing and contractual
arrangements.

Scope and limitations

The primary objective of the USAQ was to uncover potential partnerships between utilities by
identifying the areas in which each operator is performing well (strengths) and areas in which the
operator is not performing well as compared to its peers (weaknesses).

Although the assessment largely utilized the USAQ data, actual performance data was obtained
from multiple sources including databases maintained by the International Benchmarking Network
for Water and Sanitation Utilities (IB-NET) and national regulators. Filling out the questionnaire was
the entry point for each utility to participate in the sub-regional workshop and the WOP-Africa
program. Out of a total 156 utilities who were given questionnaires, more than half (99 utilities)
responded. Table 1.1 shows the number of participating utilities and the sources of data.

Overall, the assessment includes data from 134 water operators in 35 countries. The majority (99)
submitted data through the USAQ. All data was checked for accuracy, completeness and reliability.
Questionable values and data gaps were rectified through follow-up communications with focal
persons within each participating utility. In addition, data and findings of the assessment were
presented at three utility sub-regional workshops held in Kampala, Dakar and Maseru to validate its
accuracy and reliability.

Some limitations of this exercise should be noted. First, the analysis presented in this report is based
on data for a single year providing only a snapshot of performance. The limited availability of reliable
utility performance data across the region presents a significant challenge to any benchmarking
exercise that seeks to establish trends in performance. There is hardly any comprehensive
assessment of performance by which inter-utility comparisons can be made over time. While the
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USAQ tool itself was comprehensive, many utilities do not have the supporting information systems
to easily and accurately respond to the questionnaire.

Secondly, indicators tend to portray an incomplete picture of a utility’s performance as they often
exclude other contributing factors such as accountability of institutions and incentives that are not
readily quantifiable. Moreover, utilities face different social, political and financial constraints which
need to be taken into account when evaluating performance. For these reasons, the indicators
presented in this assessment should be taken only as indicative of the strength or weakness of a
utility relative to its peers.

Table 1.1: Number of participating utilities and sources of data

Sub-Region Data Sources

USAQ IB-NET Regulator Totals
Eastern 32 i e 43
Westermn 49 1 (0] 50
Southern 18 23 0 4
Totals 99 26 9 134

USAQ Response

Total Sent 188
Total Returned ag
Response raie (%) B3

Participating Water Utilities

The self-assessment exercise covers a broad spectrum of water utilities in Africa. Table 1.2 shows
the number of utilities represented by region and by country. In total, 35 countries are represented. A
summary of the type of services provided by the utilities is shown in Figure 1.1.

Figure 1.1: Type of services provided

Type of Services Provided

= Fipedwater services
H Bulkwater semnices
OvaW services

O On-site sanitation

B Storm water drainage

% of water utilities

B Solid waste services

B Other services

Eastern Western Southemn All Utilities

Almost all utilities (97 percent) provide piped water services. Of these, about 20 percent also provide
bulk water to other utilities. About half (44 percent) of utilities provide both water and wastewater
services while 42 percent provide water only. The Southern region has the highest number of utilities
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(68 percent) providing wastewater services. Only one utility in the sample (ONAS, Senegal) provides
wastewater services only.

In terms of population served there is a marked regional variation in the size of utilities (Figure 1.2).
Small utilities (serving <100,000 people) are to be found predominantly in the Eastern region while
medium size utilities (serving 100,000-1,000,000) are common in the South. Most of the large
utilities (>1,000,000) are in the Western region where the urban water sector is largely centralised.
68 utilities serve single cities/municipalities, 39 utilities operate at the regional level and 25 utilities
operate at the national level. Single city utilities are to be found predominantly in the Eastern and
Southern regions.

Figure 1.2: Regional variation in population served (2006 figures)

Population served
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The sample also included two asset holding companies - DAWASA (Tanzania) and SPEN (Niger).
The institutional structures of the utilities have significant implications on the operator’s decision-
making autonomy. 49 utilities are state owned enterprises operating under commercial law, mainly in
the Eastern sub-region. 24 utilities operate as statutory organisations following state requirements.
The sample also includes 15 ring-fenced government/municipal departments, five privately owned
companies operating under commercial law and three asset holding companies.

Institutional models involving private sector participation (PSP) are limited. 71 utilities do not have
any form of private sector participation. 39 utilities (29 percent) have some sort of private sector
involvement in their operations through service contracts, while only seven utilities (5 percent) have
more elaborate PSP models.

On the other hand, 43 percent of the utilities operate under performance contracts with central or
local governments. This arrangement is particularly common among utilities in the Eastern region
where 60 percent of utilities have performance contracts. Performance contracts exist in utilities in
Uganda, Zambia, Lesotho and Swaziland. The contracts have an average duration of five years and
cover technical performance, service indicators, efficiency and financial indicators, as well as human
resources issues.

Third party monitoring and oversight is present in 58 percent of the utilities, suggesting that serious
attention is being paid to enhancing accountability. However, effective implementation of
performance contracts depends on how internal incentive mechanisms are established. Utilities such
as SDE (Senegal) and NWSC (Uganda) have performance-based management systems and
enforce penalties for poor performance. Given their attractiveness as instruments for driving
improvements in utility performance, performance-based contracts are becoming increasingly
popular in the African water sector. Their design and implementation is a promising area for
knowledge sharing and learning between utilities.

Overall, the above comparison of services, institutional set-up and size of utilities shows that the
assessment exercise covers a broad spectrum. The exercise provides tremendous opportunities for
learning.
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The 134 covered water utilities are compared in the following chapter on the basis of selected
performance indicators to identify promising areas for learning and peer-support partnerships.

Table 1.2: Number of participating utilities bggion and country
Eastern Burundl
Demccratic Reop. of Congo
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Kenya
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Burkina Fazo
Cape \erds
Cote d'hoirs
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Table 1.3; List of largest utilities by population

10 Largest Utilities (By population served — 2006 data)

1 |Rand Water (South Africa) 11,000,000
2 |Ghana Water Company Limited (Ghana) 8,361,760
3 |Société Nationale d'Exploitation et de Distribution des

Eaux (SONEDE, Tunigia} 8,300,000
4 |Société de Distribution d'Eau de Cote d’lvoire (SODECI, Cote d'lvoire) 6,342,072
5 |Lagos Water Corporation (Nigeria) 5,573,855
6 |eThekwini Metro (South Africa) 4,134,679
7 | Sénegalaise des Eaux (Senegal) 3,823,460
8 |Johannesburg Water (South Africa) 3,692 323
8 | Cape Town Metro (South Africa) 3,229,603
10 | Nairobi Water & Sewerage Company (Kenya) 3,000,000

Results

The selected indicators shown in Table 2.1 allow the assessment of different performance aspects.
All quantitative indicators are based on standard IB-NET definitions, and the base data used is for a
single year (2006). Performance profiles of utilities on these indicators were derived from basic data
provided by the utilities themselves and computations. The performance of any utility in this sample
was only compared with those of other participating utilities and no objective norm, national or
international standard.

This means that if all utilities in the group® performed exceptionally, then even the lowest in the
group cannot be said to be poorly performing. Similarly, if the entire group performed poorly, then
even the top in the group cannot be said to be a good performer. A reasonable target for improving
utility performance is the lowest value within the top quartile (i.e. the top 25 percent). During the sub-
regional workshops, utility managers discussed these targets and agreed that they were achievable
in the African context.

Individual participating utilities can compare their performance against the group average. But as
earlier suggested a better target for improving performance would be to move up within the top
quartile of the group. The mean values are compared with those from other regions in order to
determine how this sample of African utilities is faring in comparison to utilities elsewhere. IB-NET
data were used to compute the average values of key indicators for utilities from East and Central
Asia (ECA), Latin America and the Caribbean (LAC), and East Asia and the Pacific (EAP).

Another way of ensuring meaningful comparisons between water utilities is by use of an overall
efficiency indicator (OEI). This indicator attempts to provide a global measure of utility efficiency by
comparing the volume of water for which the utility collects revenue and the total volume of water it
produces. The OElI is intuitive, and although not entirely perfect, provides a good indication of the
overall position of a utility, allowing us to make overall conclusions on performance.

The presentation of results in the following sections is organised according to the themes and
performance categories shown in Table 2.1. A number of graphs are presented with the top quartile
(top 25 percent) values marked for each indicator, where appropriate, and also taking into account

Utilities were grouped into geographical sub-regions (Eastern, Western and Southern). The reason for this was to encourage utilities to look within

their sub-region for a partner - and only look outside the sub-region if there are no “good performers”. This is because of the high cost implications of

travel in Africa.
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the nature of the indicator (e.g. for NRW percent and staff productivity, the lower quartile is used as
lower values indicate good performance). In addition, while the top quartile values for most indicators
represent the suggested cut-off point for identifying strong and weak performance, this cut-off point
may not be appropriate for all indicators. For example, the top quartile may not be a relevant target
for per capita consumption - as very high values may indicate wasteful use of water while very low
values may point to insufficient availability of water for basic public health.

Table 2.1: Selected indicators used for comparative performance assessment

WOP-Africa Theme Performance Indicators
Category
Operational Tachnical 1. Service coverage
Performance and performance 2. Water production and consumption
Management @. Non-revenus water
Information Systems
(MIS) Financial 4. Average tarlif and unit operational
perforrmance cost
5. Collection ratio
8. Colection pericd
7. Operating cost coverage
Quality of MIS 8 % of USAQ response
Human Resource Human rescurce | 8. Total siaf per 1000 connectiona
Development and utiisation 10. Labour cost as a % of total operating
Capacity Building coita
Human rezcurce | 11. Staff training participation rate
development 12. Total no. of training days
Customer Care and Customer 13. No. of customer complaints per1000
Services to the Poor | senvice connections
14. Continuity of supply (hours of service)
15. Average response time to address a
complaint
Affordability of 16. Average per capita water bill as 2 %
senices of GNI per capita
17. Monthly household bill for HH
consuming 8m3 per month as % of
monthly GMI per capita
18. Water connection charge. as % of
GNI per capita
Infrastructure Capital 19. Capital expenditure in last 5 years
Developmeant e iper connection)
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Technical performance
Technical performance was assessed using three key indicators:

* coverage - the percentage of the population with access to water or sewerage services as a
percentage of the total population under a utility’s area of responsibility

 water production and consumption - both expressed by population served per day
» metering level - number of connections with operating meter as a percentage of total connections

* non-revenue water - the difference between water supplied and water sold (i.e. volume of water
‘lost’) expressed as a percentage of net water supplied

Coverage: This is a key indicator but its assessment is affected by whether the population data is up
to date and accurate. A total of 118 utilities provided fairly credible base data for water coverage,
while base data for sewerage was available for only 38 utilities out of the 59 utilities that provide
sewerage services.

Figure 2.1 shows the regional averages and the average for all utilities in the sample. Utilities from
Southern region have on average the highest coverage for both water and sewerage. But sewerage
coverage lags behind water in all regions. For the Western region, the mean value is based on data
from only five utilities, i.e. ONAS (Senegal); LWSC (Liberia); ENSWC (Enugu State, Nigeria);
ANWSC (Anambra State, Nigeria); and SODECI (Cote d'lvoire). Data presented in Figure 2.1 also
show that Africa lags behind other world regions (ECA, LAC and EAP) in service coverage.

Figure 2.1: Regional variation in service coverage
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Based on the water and sewerage coverage levels of the top 25 percent of all the utilities, a
reasonable cut-off point for identifying strong and weak performers is 90 percent for water and 82
percent for sewerage. With these levels, the Southern region has the largest number of best
performers for both water and sewerage coverage - the majority being South African utilities. A few
utilities from the Eastern region - MBUWASA (Mbeya, Tanzania), AAWSA (Addis, Ethiopia),
TUWASA (Tanga, Tanzania), PUC (Seychelles), MUWASA (Moshi, Tanzania), MWAUWASA
(Mwanza, Tanzania) IRUWASA (Iringa, Tanzania), and ELECTOGAZ (Rwanda) - are also part of the
best performer group for water coverage, while SDE (Senegal), SODECI (Cote d’lvoire), and JSWB
(Nigeria) are the only utilities from the Western region making it to the best performer group for water
coverage.

None of the utilities in the Eastern and Western region can be considered good performers on
sewerage coverage. The highest sewerage coverage reported in the Eastern region is 44 percent
(MUWASA, Moshi Tanzania) and some utilities in the Western region such as SODECI (Cote
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d’lvoire) and ANWSC (Anambra State, Nigeria) report the lowest sewerage coverage levels in the
entire sample.

It should be noted however that the USAQ focused on water-borne sewerage. It did not capture data
regarding on-site sanitation even though the majority of Africa’s urban residents rely on on-site
solutions such as pit latrines and septic tanks. Future benchmarking exercises should include
guestions on the institutional arrangements for on-site sanitation including whether or not the utility
has the mandate to empty on-site facilities, the cost of providing such services and information on
partnerships with the private sector.

Water production and consumption: Production and consumption data was available for a total of
113 and 94 utilities respectively. Figure 2.8 shows the regional summary. In Southern utilities, the
average volume of water produced is about 222 litres per capita per day for each person resident in
the service area. This indicates that there is already enough water available to provide a reasonable
level of consumption if the distribution networks could be expanded to cover the entire population. In
contrast, utilities in the Eastern and Western regions have respectively only 124 and 90 litres per
capita per day available even just for those customers who are already connected to the system.
These utilities will need to invest both in water production capacity and water distribution networks in
order to reach universal coverage.

Figure 2.8: Regional variation in water production and consumption
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The overall average consumption works out at a fairly modest 87 litres per capita per day, compared
to an average of 237 litres reported in ECA; 203 litres in LAC and 140 litres in EAP. For utilities
where customers are almost 100 percent metered, total consumption can be calculated quite
accurately. For utilities relying on estimates, it can be quite difficult to determine true consumption
and unaccounted for water.

Estimates of production and consumption levels for individual utilities show that almost all utilities in
the Southern region (except two - NWWSSL, Zambia and LWB, Malawi) have more than 100 litres
per capita per day of water production available for the entire service area. At the other end of the
spectrum, seven utilities (SWC-Nyala, Sudan, DDWSSA-Ethiopia, LWSC-Liberia, JTWSSSE-Jimma,
Ethiopia, TdE-Togo, SEG-Guinea and PSWB-Plateau State, Nigeria produce less than 50 litres per
capita per day for their currently served population. Consumption data seems fairly comparable,
although some South African utilities are reporting high per capita consumption (>200 Ipd).

In this case, utilities should aim to achieve the middle ground where customers have enough water
available to support daily needs but consumption should not be so high as to be wasteful. The
median value for all utilities is 76 Ipd. Overall, there is no evidence of wasteful over-use of water in
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the sample of utilities assessed, nor that current, relatively modest levels of consumption could be
further reduced by more aggressive use of demand management tools. However, while water use by
the end-user can be characterised as modest, a substantial volume of water is lost during the
distribution process.

Metering level: The metering of customers is considered good practice. It allows customers to
influence their water bills and provides utilities with tools and information to allow them to better
manage their systems. A total of 75 utilities provided fairly credible data on metering practices.
Southern and Western utilities have slightly higher than average levels of metering coverage.

Based on the metering levels of the top 25 percent of all the utilities 100 percent metering is a
reasonable target for utilities to achieve. With this level of metering, we can identify a total of 24 best
performers - 14 in the Southern region, seven in the Western region and three in the Eastern region.
Lack of universal metering is indeed a big problem for utilities in the Eastern region. Almost half of
the Eastern utilities in the sample have less than 75 percent meter coverage, implying that utility
managers in the region may not be fully in control of their systems. On the other hand, metering is
relatively widespread in the Western and Southern regions with almost half of utilities in these
regions reporting 100 percent coverage.

Non-revenue water: Non revenue water (NRW) represents water that has been produced and is
‘lost’ before it reaches the customer (either through leaks, theft or through legal usage for which no
payment is made). This indicator captures not only physical losses but also commercial losses due
to inefficient billing or illegal connections. Thus high levels of NRW may indicate poor system
management and poor commercial practices as well as inadequate network maintenance.

Data shows little regional variation in the NRW levels. The average level of NRW in the entire
sample is 36 percent, and well above the good practice levels for developing countries considered to
be below 23 percent according to Tynan and Kingdom (2002). This is not to suggest that the NRW
problem is an African problem. Utilities in other world regions report similar levels of NRW (an
average of 39 percent for EAC and LAC and 36 percent for EAP) suggesting that NRW is indeed a
global problem.

Table 2.2: Best performing utilities in all NBW categories

Best Performers in NBW Management

Utility name Region NRW | NBW NRW
(%) (mekmiday} | {m¥conn/day)

1 Saldanha Bay (South Africa) Southern 5 1:28 0.07
2 OWWS (Windhosk, Namibla) Southern 11 428 014
3 Drakenstein (South Africa) Southern 12 B.13 0.0
4 Potchefatroom (South. Africa) Southern 18 1124 0:18
5 SEEN (Miger Westemn 17 780 a.22
B8 OMNEA (Burkina Faso) Westem 18 4.80 G118
7 SDE {Sensgal] Westemn 20 9.230 0.18
8 TdE (Togo) Western 20 520 018
9 TUWASA (Tanga, TZ) Eastemn 21 12 0.3

10 SODEC (Cote d'Ivoire) Weztem 23 850 018
11 SONEDE (Tunisia) Westemn 23 6.60 014
12 Mogals (South Africa) Southern 25 762 0.16
13 Matihabeng {South Africa) Southern 25 118 18
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Based on the levels of NRW of the top 25 percent of all utilities, reasonable cut-off points for
identifying strong and weak performers are 25 percent, 12 m3/km/day, and 0.3 m3/conn/day of NRW
respectively. Using these values, 27 best performing utilities can be identified under the percent
NRW sub-category, 22 under the NRW m3/km/day sub-category, and 31 under the NRW
m3/conn/day sub-category. However, only 13 utilities (6 Southern, 6 Western and 1 Eastern) belong
to all three groups (see Table 2.2). These utilities can therefore be regarded as the ‘pack leaders’ on
NRW management as they appear to be doing well in controling NRW levels across the board.
Utilities in the Eastern region generally perform poorly on NRW management.

Financial performance
Financial performance was assessed using the following key indicators:

« average tariff per m®sold - the ratio of total annual billed revenue to water consumption (volume of
water sold). Direct revenue is the actual amount billed for water services. Domestic, commercial
and industrial revenue is included but bulk water revenue is excluded. Revenue from other sales,
sundry income or interest received is excluded as are direct revenue subsidies;

« unit operating cost per m*sold - the ratio of total annual operating expenses to volume of water
sold;

* operating cost coverage ratio (OCCR) - the ratio of total annual billed revenues to operating costs
(excluding interest and depreciation);

» collection ratio - the ratio of revenues collected to billed revenues, expressed as a percentage;
» collection period - accounts receivables as a share of annual revenues, in days or months.

Average tariff, unit operating costs and operating cost coverage: The average tariff is notional
and not the same as the actual tariff charged (which may include tariff bands and different tariffs for
domestic and industrial customers). Utilities should be aiming to provide a good service to customers
while keeping charges as low as possible. Unit operational costs per cubic metre sold reflect the cost
of providing water at the customer take off point while operating cost coverage ratio (OCCR) is a key
measure of the utility’s ability to cover its operating costs (excluding interest and depreciation) from
revenues, without reliance on external subsidies. Taken together, these three indicators give insight
into the financial discipline of a utility, its ability to cover operational costs with revenues from tariffs
and the general commitment to pursue a commercial approach to the provision of a public service.

Base data for the average tariff and unit operating cost indicators was available for 91utilities in the
sample. Figure 2.29 summarises the regional variations in average tariff and unit operating costs. On
average, all participating utilities are barely able to cover operational costs from billed revenues. In
the Eastern region, the average tariff per cubic meter of water billed ranges from US$ 0.12
(SOUWASA, Songea, Tanzania) to US$1.16 (KIWASCO, Kisumu, Kenya). The range for Western
utilities is US$ 0.01(RWSB, Nigeria) to US$ 1.09 (LWSC, Liberia). In general, the highest average
tariffs are to be found in the Southern region with a quarter of the sample reporting average tariffs
more than US$ 1.0 per cubic meter of water billed and an average of US$ 0.76 compared to only
US$ 0.4 - 0.6 elsewhere in Africa. Utilities in the Eastern region report lower operating costs
compared to the other regions. The average operating cost for Southern utilities is twice that of
Eastern utilities but the difference largely reflects the high cost of water in Namibia and South Africa.

An OCCR value greater than one means that revenues from tariffs cover the operating and
maintenance (O&M) costs. A value of less than one indicates that a utility is not able to cover its
O&M costs. An OCCR value equal to one means that a utility barely covers its O&M costs. The
average OCCR value for the entire sample is just about unity, further indicating that operating costs
are covered with a narrow margin that certainly falls well short of what is needed to recoup capital
expenditures. Based on the performance of the top 25 percent of the sample of utilities, a
reasonable OCCR target for identifying best performers is 1.2 - slightly lower than the benchmark
level of 1.5 for developing countries as proposed by Tynan and Kingdom (2002). Based on this
criterion, only 20 utilities (out of the 91) can be considered good performers - 8 from the Southern
region, 6 from the Western and 6 from the Eastern region.
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Figure 2.29: Regional variation of average tarriff vs. Unit operational costs
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It should be noted that the calculation of OCCR values above was based on billed revenues rather
than actual collections. When actual collections are used in the calculation the result changes
dramatically. The average OCCR for the entire sample drops from unity to just about 0.8,
suggesting that without improvements in collections, utilities will continue to struggle to meet their
operating costs. Individual utility data is even more revealing. In the Eastern region, with the
exception of MWSC (Mombasa, Kenya), NWSCO (Nairobi, Kenya) and DDWSSA (Dire Dawa,
Ethiopia), all the other utilities fail to cover their operating costs. Moreover, if we consider the
benchmark OCCR value of 1.2, all the utilities previously considered good performers would lose
their places in the group.

Similarly, in the Western region, only three utilities - SDE (Senegal), GWCL (Ghana) and SONEB
(Benin) - would be able to meet their O&M costs, but only SDE (Senegal) and SONEB (Benin)
maintain their place in the best performer group. In the Southern region, five utilities - CWA
(Mauritius), WASA (Lesotho), Midvaal, Saldanha Bay and Stellenbosch (South Africa) - would meet
their operating costs from collected revenues. However, of the eight utilities previously considered
good performers, only CWA and Midvaal would maintain their place in the group. The rather obvious
conclusion is that without improving collections most utilities struggle to stay afloat.

The results also seem to suggest that utilities do not necessarily need to increase tariffs to improve
financial viability. Putting more effort in improving collections and reducing losses can be just as
effective and could be the initial step utilities need to take towards financial viability. The next
sub-section examines the performance of utilities on key collections indicators.

Collection ratio and collection period: These indicators, along with average tariff and operating
cost coverage ratio, impact on the financial health of a utility. Poor collection efficiency is mostly
blamed on customers but the utility may also be at fault for delayed and faulty billings, inadequate
responses to consumer queries on billings, poor customer service and a lukewarm effort to collect
overdue accounts.

A total of 78 utilities had usable base data for calculating collection ratios but only 68 utilities had
data on accounts receivables. On average, utilities are only able to collect about 73 percent of
their billed amounts, and it takes an average of eight months to collect outstanding revenues.
There is little variation in average performance between regions. ECA and EAP utilities report
average collection ratios of 88 and 89 percent and collection periods of seven and eight months,
respectively.
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Based on the collection indicators of the top 25 percent of all utilities, reasonable cut-off points for
identifying strong performers are 93 percent for collection ratio and 3 months for collection period.
The target for collection period is consistent with the best practice level for developing countries as
proposed by Tynan and Kingdom (2002). A few utilities report collection ratios of over 100 percent -
which may reflect a drive to collect arrears from earlier periods.

For purposes of identifying strong and weak performers the two indicators - collection ratio and
collection period - should be examined together. Only one utility (HWSSSA, Harar Ethiopia) in the
Eastern region then emerges as a strong performer on collections. However, even at this level of
performance on collections, the utility barely covers its operating costs. In such a case, an increase
in tariff above the current level (average US$ 0.26) might be warranted. Similarly, in the Western
region, only SDE (Senegal) would be considered a good performer based on collections indicators
as it collects 99 percent of its billed revenues in under three months. The good performers on
collections in the Southern region are Bloem Water (S. Africa), Stellenbosch (S. Africa) and NRWB
(Mzuzu, Malawi).

The review undertaken during the regional workshops showed that in many countries public
sector entities accounted for a significant part of uncollected bills. This emerged as a systemic
issue requiring structural reform related to: (i) who has their water paid for by the State, (ii) how
payment for water bills is provided for in state budgets, (iii) whether payments are made off the top
from treasury or left to the discretion of the entities; and (iv) who has the authority to disconnect
delinquent accounts. The workshops showed that all successful reformers had tackled these
issues and there was significant demand for knowledge exchanges on this subject.

Overall efficiency indicator

Partial looks at different parameters and aspects of operational performance show that many utilities
perform well on some indicators and worse on others. It is however difficult to reach an overall
conclusion on their performance. One way of providing a global indication of utility efficiency is to
compare the volume of water for which the utility collects revenue and the total volume it produces.
This comparison leads to a formulation of an overall efficiency indicator (OEI) given as:
[(1 - NRW) * Collection ratio] in percentage. A total of 78 utilities had data to enable the calculation of
OEI The results clearly show the extent of inefficiencies in African water utilities. On average, all
utilities in the sample get revenue for only 52 percent of the water they produce. Eastern utilities
perform slightly worse than the other two regions, because of the generally higher levels of water
losses in the region.

In the Eastern region OEI ranges from as low as 7 percent (KWSC, Khartoum, Sudan) to 83 percent
(Welkite, Ethiopia). Based on the performance of the top quartile of all utilities, a reasonable target
for OEI for this sample is 66 percent; utilities should be able to get revenue for at least 66 percent of
the water they produce. This is the efficiency achieved by the top 25 percent of all utilities in the
sample. Based on this criterion, only 20 utilities (out of 78) can be considered efficient overall. The
Eastern and Southern regions are each represented by six utilities in this group (Welkite ET, Tanga,
Dodoma, Mwanza, Morogoro and Moshi TZ), while the Western region is represented by eight
utilities (ONEA Burkina Faso, SDE Senegal, SEEN Niger, SNDE Mauritania, ODWC Nigeria, EDM
Mali, ISWC Nigeria, SONEB Benin). These results point to the need for utilities to significantly
reduce NRW levels and also improve their collection efficiency.
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ANNEX 4 — MARKETPLACE RESULTS

The marketplace results are from three subregimeaitings held in 2008.
Utilities had the opportunity define learning pii@s (demand) and offer expertise (supply).

The results of the performance assessment haveréedeced to reflect the areas with highest impadhe most critical parameters.
(See Annex 3.)

-35-



MARKETPLACE: TECHNICAL

Supply & Demand | Country Utility/organization Request/offer

DEMAND DRC REGIDESO NRW Management
Ethiopia Mekslle NRW Management
Kenya NWSCO NRW Managsment
Kenya Kisumu Water and Sewerage Co NRW Managasment
Kenya ELDOWAS NRW Managsment
Sudan Khartoum State Watar Corporation NRW Managasment
Tanzania Mbeya NRW Management
Tanzania Shinyanga NRW Managsment
Tanzania Mtwara NRW Management
Tanzania Moshi NRW Management
Tanzania IRUVVASA NRW Managsement
Tanzania Mwanza NRW Management
Uganda NWSC NEW Management
Zambia Southern Water and Sewarage Co NRW Managsment
Zambia Lusaka Water and Sewsragse Co NRW Managsment
Zambia KWSC NRW Management
Regional NETWAS Damand management/district metaring
Tanzania Lindi Damand management/district metaring
Uganda NWSC Damand management/district metering
Zambia KWSC Damand management/district metaring
Tanzania DAWASCO Meter Management
Uganda NWSC Meter Management
Zambia Lusaka Water and Sewerags Co Metwork Management
Ethiopia Mekalio Asset Management
Tanzania Tanga Asset Management
Tanzania Mbeya Operations Management
Ethiopia Mekslls Static Plant Maintenance




MARKETPLACE: COMMERCIAL AND FINANCIAL MANAGEMENT

Supply & Demand Country Utility/organization Request/offer
DEMAND Kanya Kisumu Water and Sewsrage Co Static Plant Maintsnance
Ethiopia Mekselle Block Mapping
Kenya Naivasha Water and Sewerage Co Block Mapping
Sudan Khartoum Stata Water Corporation Block Mapping
Tanzania IRUWASA Block Mapping
Tanzania Zanzibar Project Managsment
Ethiopia Mekslls Quality Assurance
Kenya Kisumu Water and Sewsrage Co Quality Assurance
Tanzania Mbeya Quality Assurance
Kanya Maivasha Water and Sewsrage Co Investment Planning
SUPPLY Kenya Malindi Water and Sewsrags Company NMBW Managsment
Tanzania Tanga NRW Managsment
Kenya Malindi Water and Sewsrags Company Meter Managemsent
Uganda NWSC Metwork Management
Uganda NWSC Operations Managsment
UUganda NWSC Static Plant Maintenance
Uganda NWSC Block Mapping
Uganda NWSC Project Management
Tanzania DAWASCO Quality Assurance
Uganda NWSC Quality Assurance
Uganda MNWSC Capacity Building & Training
Regional NETWAS Capacity Building & Training
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MARKETPLACE: COMMERCIAL AND FINANCIAL MANAGEMENT

Supply & Demand | Country Utility/organization Request/offer

DEMAND Tanzania Mwanza Mobilizing resourcas
Tanzania Tanga Mobilizing resources
Tanzania Shinyanga Mobilizing resourcas
Tanzania RUWASA Biling system/databass clsanup
Tanzania Shinyanga Billing system/databass clsanup
Zambia KWSC Billing system/databass cleanup
Zambia Lusaka Water & Sewerags Co Biling system/database cleanup
Zambia Southern Water and Sswerage Co Billing system/databass clsanup
Ethiopia Mekels Revenus Collection/Debt managemsant
Kanya Malindi Revenus Collection/Debt managemsnt
Tanzania Lindi Revenus Collection/Debt managemsnt
Tanzania Mashi Rewvenue Collection/Debt managemsnt
Zambia KWSC Revenus Collection/Dabt managemant
Zambia KWSC Qutsourcing reévenus collection
Ethiopia Mekele Financial managemant
Tanzania RUWASA Financial managemant
Tanzania Lindi MIS

SUPPLY Kenya NWSCO Billing system/databass cleanup
Tanzania DAWASCO Billing system/database cleanup
Uganda NWSC Billing system/database cleanup
Uganda NWSC Revenue Collection/Debt management
Sudan Khartoumn Outsourcing revenus collection
Uganda NWSC Financial management
Uganda NWSC MIS
Uganda NWSC Tariff Policy Analysis




