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Quick Comparison

gg
______ lPortual ____[Macedomia _____

Population million 10,35 2,08
Area 92 212 25713
Municipalities 308 80
c GDP per capita (PPP) S30193 S14 631
'% GDP per capita (nominal) $19 707 S$5021
-é Urbanisation (2020) 67% 59%
E Capital City million (metro) 2,7 0,6
. |Portual  |Macedonia
Coastline LOTS NONE!
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- All Agglomerations
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Introduction

<10 000 >10 000 >100 000 Total
<100 000

Vardar

Strumica 12 2 14
Crn Drim
_za_-m
Equivalent <100 000

Vardar 235.306 821.720 803.308 1.860.335
Strumica 33.968 73.521 - 107.488
Crn Drim 38.061 142.272 - 180.334
Vardar 13% 44% 43% 86,6%
Strumica 32% 68% - 5,0%
Crn Drim 21% 79% - 8,4%

This Project is funded Development of National Water Study - .S a 12th April 2016
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vpes of Service Sg

Self-provision 12.5%

Skopje water
private 0.5% and sanitation
25%
S
5
g
7 water-on|
60 municipal utilities !
multyutility
companies 17%
45%
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State of the Sector

Sustainability Assessment

Financing

Investment

Affordability

Operating
cost ratio

Non revenue
water

Staffing level

Efficiency

=== \Macedonia = Danube average = Danube best practice

Piped water

Access Good performance
Flush toilet o Coverage

\  Wastewater > Affordability
treatment o Continuity
coverage ,

o Staffing

Customer o Collection Ratio

satisfaction . o
Low sustainability:

o |nvestment

Continuity . .
of service o QOperating cost ratio
> Non-revenue water
Wastewater
- | compliance o \Wastewater
Collection ratio Quallty treatment
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State of the Sector

Tariffs fully cover
operation and
maintenance costs.
they are the dominant
source of funding in the
sector while national
and municipal budgets
and international grants
are used for new
investment funding.

Tariffs are also meant to
cover depreciation
expenses, but usually
part of water tariffs are
used for other
municipal expenditure
in case of a local multi-
utility company.
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Asset Value: NET / GROSS

State of the Sector
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ariffs in Macedonia - EN

Tariffs are calculated and proposed by utilities and
approved by municipal councils. However, in
practice, there are many examples of municipal
councils not approving the proposed tariffs due to
political and/or social reasons.

Water tariffs barely meet the water companies’
operating and maintenance costs, and do not allow
for upgrading or modernization of distribution
networks, which significantly contributes to the
unsustainability of the water companies.

State of the Sector
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Average Weighted Tariff/m3
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State of the Sector
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Affordability - EN %g

Current water charges are below the average income
threshold, but low-income households face increased

problems.

The average cost of water services to the average
household is 1.7% of household income (SSO 2008),
which is less than the affordability threshold of 3%,
the benchmark in the water services sector in Europe.

For the lowest-income quintile, the cost of water is
already 6%, and for the second lowest quintile, it is
slightly above the 3% threshold, while the cost of the
highest-income quintile is less than 1%.

State of the Sector

Rich Average Poor
<1% 1.7% 3.1%
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Ambitions: Water Service Sector gg

Sustainable infrastructure management

Self-financing

High quality of service: continuity, reliability, pressure ...

Efficient service provision and resource use

Reform Process

Fair & equitable pricing

Services are affordable for the population

Facilitate investment

This Project is funded . > 5]
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Reform Process

Enforced Economic Regulation
o Tariff Adjustment Plan (3-6 year)
o Business Plan

Sector wide investment planning
o Directive Specific Implementation Plans

o National Investment Programme
o Mixture of top-down and bottom-up

Reform Process

Capacity Development
° Local Level

Consolidation — Regionalisation ... Commercialisation
° Opening salvos
o Battles have started, but the war could last “some time”

This Project is funded . > 5]
by the European Union Development of National Water Study p G S a 06/10/2016



Projects Supporting Reform

Central Reform Project:

> Economic Regulation
o Legal and Policy Framework
o Capacity of the Economic Regulator

> Local Capacity Building

Local Reform Project

> Local Capacity Building

° Indicator Monitoring and Reporting

o Potential for Consolidation of the Sector

National Water Study

> Directive Specific Implementation Plans

> National Investment Programme

o Capacity Building at Central and Local Level

Reform Process

This Project is funded . > 5]
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Consumers

Service Provider

Reform Process

Sub Contractors Environmental

e.g. Bulk Water Regulator

Supplier

This Project is funde.d National Water Study: Infrastructure Project 5 .S a 23/05/2017
by the European Union Management



Business Planning

2. Strategic
priorities and 8. Activity Plans
development needs

1. Detailed
Assessment

9. Organization and
capacity
development Plan

3. Objectives and
targets

4. Demand /
Services Forecast 10. Obtaining
approval
5. Investment
Programming

Reform Process

Implementation

6. Financial
Forecast

Monitoring
7. Tariff Adjustment performance

Plan

This Project is funde.d National Water Study: Infrastructure Project 5 as a 23/05/2017
by the European Union Management




ariff Adjustment Planning

Existing
Assets CAPEX Reasonable
Regulated

Efficiency Rate of

Target
Return on

Asset Base
Assets

New Capital Adjustment Return
Expenditure

o g Depreciation
O ©
O 2 Capital Asset
o © .
= ﬁ Maintenance Maximum
o O Allowed
G
&J GEJ Revenue
) Actual Allowed
. OPEX :
Operating & .. Operating &
_ Efficiency .
Maintenance . Maintenance
Adjustment
Expenses Expenses

Customer Tariff
Contract Structure
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Approach in Macedonia gg

In Summary — PUCs prepare
o Multi-annual Business Plan, including:

o Multi-annual Investment Plan

o Multi-annual Financial Forecasts
o Multi-annual Forecast of Changes in Performance

o Multi-annual Tariff Adjustment Plan

Municipalities submit for approval to Regulator

Economic Regulation

Regulator assesses the submissions and then:
o Approves

> Negotiates adjustments

o Rejects

This Project is funded . > 5]
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Assessment Criteria

Business Plan

> Coherent, logical, addresses priority issues

o Investment Plan is realistic and finances available
> Financial forecasts: comply with the methodology
> Performance Indicators: significant improvements

Tariff Adjustment Plan
> Complies with the methodology

o Gradual increases
o Affordable
o Gradually reducing tariff differentials

Economic Regulation

This Project is funded . > 5]
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Segmentation Sg

Minor segmentation in MK
o Bulk water supply — Vodostopanstvo

o Untreated raw water supplied to Public Utility Companies

o Multi-functional water management schemes:

o Drinking Water

o Hydro-Electric Power
° |rrigation

> [Flood defence]

> Some cases of waste water conveyance

Versus — major segmentation in PT

o Bulk services at multi-municipal level

o Treated Water
o Treatment of Waste Water

This Project is funded . > 5]
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Investment Programme Eg

Waste Water Treatment: €450 million
Waste Water Collection (new): €300 million
Waste Water Collection (renew): 7?77
Drinking Water Treatment: €100 million
Drinking Water Supply: 27?77

Total: €1 — 1,5 million

Duration: 15 — 20 years (~3 * 6 year programmes)
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Issues / Challenges

CAPEX

> Donor Finance

o National Finance

o Local Contributions

OPEX
o Affordability
o> Economies of Scale

Enforcement of Tariff Regulation
o Central Independent Regulator vs. Municipalities

Legacies
° Infrastructure Replacement Backlog
o Financial Sustainability

This Project is funded . > 5]
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Thank-you for your attention

Please feel free to contact us at:

Development of National Water Study

Naum Naumovski Borce, no 50/2, apartment 18

1000 Skopje, (Republic of Macedonia)

e-mail: waterstudymk@eptisa.com
Tel.: +389 2 3113852

Fax: +3892 31199 89

WWW: http://ws.vodamk.mk/

This Project is funded . = a
06/10/2016
by the European Union Development of National Water Study p G S a /10/


http://ws.vodamk.mk/

