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1.    Executive summary
1.1.    Richmond  Environmental  Services  Limited  (RESL)  is  a privately  owned  limited  liability

company incorporated in Jamaica. The company was granted a water supply licence and a
sewerage  services provider licence  in 2013.  These  services are provided to the Richmond
Development community in St. Ann and its immediate environs.

1.2.     On 2022 August 19, RESL submitted a Tariff Application ("Application") to the Office of
Utilities Regulation (OUR) for an increase in its water and sewerage rates.  In making the
tariff submission,  RESL  relied  on the  "No  Objection  Policy"  as  the  basis  of   its  request
because the proposed rates were below comparable rates currently charged by the National
Water Commission (NWC).

I.3.     RESL  stated  in  its  Application  that  Richmond  Development  Company  Limited  (RDCL)
owns the water and sewerage network facilities. However, RESL has the responsibility for
the maintenance and general upkeep of the entire system. According to the Application, this
cost has always been subsidized by RDCL. RESL also stated in the Application   that this
arrangement has ended and many of the shared costs will be borne by RESL.

1.4.      RESL's proposed rates and charges are shown  in Tables  1.1  and  1.2 below.

Table I.1: RESL Proposed Rates
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Table 1.2: RESL Proposed Addition of Miscellaneous Fees

1.5.     RESL also requested the approval ofa monthly price Adjustment Mechanism (PAM), which
is  to  be  applied  to  customers'   bills.  The  proposed  PAM  methodology  replicates  the
mechanism approved for the NWC.

1.6.     In  support of the  Application,  RESL provided  its  2020  audited financial  statements  and
additional data which were requested by the OUR to aid the tariff review exercise.

1.7.     Having conducted the  rate review, the  OUR approves an annual revenue requirement of
J$36.27 million.  RESL's submission did not include a proposed revenue requirement or a
tariff methodology.  The RESL's proposed water and sewerage rates were derived based on
values set at approximately 93% and 40% of NWC's rates respectively.

1.8.   Based on the J$36.27 million annual revenue requirement and an estimated annual demand
of 192.7 million litres, the approved rates are as shown in Table  1.3 below:

Table 1.3: RESL Approved Rates and Charges

Consumption Bands
OUR Approved Water OUR Approved

RItes Sewer.age Rates
JS/1000 litres JS/1000 litres

0 to  14,000 7 5 .57 37.79
For the next  13`000 105.80 52.90
For the next  14,000 13 I.72 65.87
Over 41.000 13 I .72 65.87
Commerclal Rate
0 to 9, loo - -

Over 9,loo - -

3 Charge (JS/Month)

5/8  inch /  15mm 715.00

3/4 inch /20mm
I  inch / 25mm
I./. inch/30mm
I  I/2 inch /40mm

2 inch/50mm 6,000.00
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1.9.   It is estimated that with the approved rates, a typical customer with an average consumption
of 19,760 litres/month would see herthis bill moving from S I,655,21  to $3,216,75, which is
an  increase  of 94.34%  (See  details  in  Table  1.4  below).  This  compares  to  the  229.31%
increase that was proposed by RESL.

' Table 1.4: Bill Impact of OUR Approved Rates

BmfropectofoueApprouedJsaces
<= 27 m3 Current Bill New 8„1 Bin Impact

Descriotion '000  Litres
Rate (J;) Tota I Rate  (J;) Tota I J MD  Change 9/ochange

19.76WaterRates0-14,000

14 50.00 $      700.00 75.57 $    1,058.01 $            358.01 51.14%
next 13,000SeweraeeRates0-14,000 5.7614.00 70.0025.00 $      403.47$350.00 105.8037.79 ;        609.83;529.00 $           206. 35$179.00 51.14%51.14%

next 13,000 5.76 35.00 ;      201.74 52.90 $        304.91 $            103.18 51.14%

Service Charge  (5/8 inch) S- 715.00 `        715.00 $           715.00
TOTAL  BILL $ 1,655.21 $    3,216.75 $       1,561.54 94.34%

Average Rate per cubic meter (m3) $        83.75 $         162.76

1.10. The OUR approves the implementation of a monthly PAM and an annual price adjustment
mechanism (ANPAM).  The mechanism is based  on three (3) economic  indicators;  foreign
exchange rate, consumer price index and electricity rate.

I .11.  The approved weightings for the indices in the mechanism are as follows:

•     Foreign exchange rate (FX):    8%
•     Consumerprice index (CPI): 64%
•     Electricity rate: 28%

1.12.  The approved base indices shall remain in effect until the anniversary of the PAM or until
the next tariff review, whichever is earlier. The base indices are as follows:

•       Foreignexchange (FX)-                        155.10
•       Consumerprice index (CPI) -             128.20
•       The electricity rate (JSItwh) -             57.32

Technical and Quality of Service Review

1.13 .  Having conducted the technical review, evaluation, and analysis of the Application, the OUR
determines as follows:

1)  RESL  shall  fully  satisfy  all  the  regulatory  requirements  specified  in  the  Richmond
Environmental Limited Water Supply Licence, 2013 (Water Supply Licence), Richmond
Envirormental  Services Limited  Sewerage  Services  Licence, 2013  (Sewerage Licence)
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and the Richmond Environmental Services Limited Interim Water and Sewerage Rates
Determination  Notice  (Document  No.  2020/WAS/002DET.002)  dated  2020  April  3
(Interim Determination Notice) that have been outstanding since 2020 April, and address
all the instances of the company's non-compliance over the said period. All the required
information and deliverables shall be submitted to the OUR within two (2) months of the
effective date of this Determination Notice.

2)  RESL  is  advised to  exercise reasonable diligence  and take urgent action to  address the
concerns raised by the OUR regarding its current lack of a legal or other interest in the
relevant water/sewerage system fixed assets which comprise critical infrastructure for the
operation  of the  Licensed  Businesses.  It  is  suggested  that  the  Licensee  secure  a  legal
interest in the water and sewerage infrastructure and facilities through a purchase/transfer,
a  capital  lease,  an  operating  lease,  or  some  other  commercial  arrangement  as  may  be
appropriate in the circumstances, and the associated health and environmental licensing
and permitting to support the Licensed Businesses in its own name. A failure to remedy
this  asset ownership  and  control  issue  will  impair the  ability  of the  OUR to  provide  a
comprehensive analysis of future rate applications by RESL, in light of the requirements
of the legal and regulatory framework.

3)  At  the  next  tariff review,  RESL  shall  provide  supporting  evidence/documentation  to
demonstrate  that  RDCL  is  proportionately  absorbing  the  costs  (electricity,  repairs  &
maintenance, etc.) for the use of 45% of the water produced in the system.

4)  RESL shall comply with the following requirements:

a.  Within four (4)  months  of the  effective  date  of this  Determination Notice  submit a
report  on  the  actions  it  has  undertaken  to  implement  appropriate  measures  and
management  controls  to  eliminate  the  embedded  defects  and  inefficiencies  in  its
management/operating process, to ensure full compliance with the prescribed legal and
regulatory requirements.

b.  Review and update its Guidance Framework/Action to reflect, among other things, all
the  requirements  specified  in  the     Interim  Determination  Notice,  which  shall  be
submitted  within two  (2)  months  of the  effective  date  of this  Determination Notice.
RESL may seek further consultation with the OUR on this matter if necessary.

c.   Develop  the  annual  Maintenance  Plans  (3-year plan)  for the  water/sewerage  system
infrastructure  facilities  ®roduction,  treatment,  distribution  and  storage),  reflecting,
among  other  things,  the  relevant  OEM's  maintenance  requirements,  schedule  of
inspections and major maintenance activities (start and end dates), spare equipment &
supplies  in  inventory,  and  statutory  maintenance  requirements  (where  applicable),
which shall be submitted as a separate document to the OUR, within two  (2) months
of the effective date of this Determination Notice.  Thereafter,  RESL  shall review the
plan at the end of each year and update as necessary, and submit the revised plan to the
OUR  by  the  end  of the  month  of January  that  follows  the  applicable  year,  for the
remaining period of RESL' s Licences.

Richmond Environmental Services Limited Water and Sewerage Rates
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5)  RESL shall satisfy the following requirements pertaining to NRW going forward:

a.   Implement the  appropriate  metering  in the  water network to  accurately  measure  and
account for all authorized water consumption in the Richmond service area, which shall
include  the  installation  of revenue-grade  water  meters  (approved  by  the  OUR)  at
facilities and operations controlled by RDCL, which shall be completed within four (4)
months of the effective date of this Determination Notice.

b.  Properly account for all the components of NRW in the water network and provide a
monthly  breakdown of the NRW components/sources and  estimated volumes  in the
quarterly Technical Reports to be submitted to the OUR.

c.   Within  four  (4)  months  of the  effective  date  of this  Determination Notice,  submit  a
report on the measures it has employed to reduce and maintain NRW within acceptable
levels.

6)  RESL, with regard to the revenue water meters which were installed in violation of the
provisions  of the MTAOP,  shall tal(e the necessary  steps to  normalize the  status  of the
metering devices,  subject to the provisions of the MTAOP framework, which shall be
fully completed within four (4) months of the effective date of this Determination Notice.
If RESL fails to rectify the issue as specified, the OUR will direct the company to remove
the unauthorized water meters from service.  In addition,  RESL is required to provide a
listing  of all  the  revenue  water  meters  already  installed  and  those  in  inventory  stores,
which have been subjected to testing and approval under the MTAOP.

7)  RESL shall comply with all the "Quality of service" performance requirements for water
and sewerage service specified in this Determination Notice.

8)  RESL  shall  comply with all the  Regulatory  Reporting and Technical  Requirements for
water and sewerage service specified in this Determination Notice.

9)  RESL shall comply with all the Water Abstraction and Environmental Requirements for
water and sewerage service specified in this Determination Notice.

1.14.  On 2022 October 30, the OUR hosted a virtual consultation meeting with representatives of
RESL and customers/stakeholders. The concerns,  among other things, were the significant
increase  being  requested  by  RESL,  the  hardness  of the  water  and  the  customer  service
delivery of the company.

I .15.  Arising from the public consultation with stakeholders of RESL, and the OUR's assessment
of the  service  provided by  the  company,  the  OUR reviewed the  Overall  and  Guaranteed
Standards and makes the following determinations:

1)   RESL  shall  adhere  to  the  revised  Overall  Standard  D  -  "Planned  and  Unplauned
Interruptions", the Guaranteed Standards stipulated in Table 9.1  of this Determination
Notice,  and  all  the  other  standards,  which  are  specified  in  the  Licences  and  service
contracts.

2)   The  OUR  has  also  determined  that  the  Overall  Standards  will  continue  to  apply  as
outlined in the Sewerage Service Licence, with the exception of Overall  Standard C -
Guaranteed Standards. This decision is consistent with the establishment of Guaranteed
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Standard for water supply services only, where a service provider is licensed to provide
both services.

3)   RESL  shall, within thirty (30) working days of the end of a reporting period,  submit
quarterly  reports  to  the  OUR on  its performance  against the  Guaranteed  Standards.
These reports shall indicate the number of breaches committed against each standard
and the potential and actual payout for each breach.

4)   RESL shall submit on a quarterly basis, its water quality test reports to the OUR within
thirty (30) working days of the end of the relevant quarter. These reports shall include
information on the calcium bicarbonate levels in the water supplied to customers.

5)   RESL shall, within three (3) months of the effective date of this Determination Notice,
develop  its  Guaranteed   Standards   claim  form  and  submit  same  to  the  OUR  for
approval.

6)   Compensation for breaches:

a)   Wrongful   Disconnection,   Reconnection   after   Wrongful   Discormection   and
Recormection    after    Payment    of   Overdue    Amounts    will    attract    Special
Compensation of  five (5) times the applicable service charge ; and

b)   All other breached of the Guaranteed Standards will attract compensation of  four
(4) times the applicable service charge.

7)   Within two (2) months of the effective date of this Determination Notice, RESL shall
submit to the  OUR for approval,  its updated  Customer Service  Charter,  which shall
outline   its   service   delivery   commitments,   customers'   rights   and   responsibilities,
emergency  procedures  and contact details.  The  Charter should  include,  among  other
things, details of the activities and timelines in RESL's Complaints Handling Process
inclusive of an escalation procedure.

8)   Within three  (3) months of the effective  date this Determination Notice,  RESL  shall
develop and submit to the OUR for approval, its Hard Water  Improvement Action Plan
("Action Plan"). This Action Plan should provide sufficient details on the strategies to
be  undertaken,  with  associated  timelines,  to  ensure  improvement  in  the  calcium
bicarbonate  level  (which  has  been  identified  as  the  cause  for the  hard  water)  in the
quality of water supply to its customers.
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2.       Introduction

2.1.        The   Government's   orientation   as   expressed   in   /crmoz.ccz   WcJ/cr   Sec/or   Po/z.c)/   cr#d
z.mp/cmc7?/c7/i.o# P/crH (2019) document, is for the encouragement of private participation in
the  rural  water  and  sewerage  sectors,  where  it  is  likely  to  benefit  consumers  and  the
country.  It  is  important  therefore,  that  the  players  in  the  water  sector  strive  to  increase
access to safe and potable drinking water and ensure adequate sewerage services.

2.2.       Richmond Environmental  services Limited (RESL) is a privately owned limited liability
company incorporated in Jamaica. The company was granted the Richmond Environmental
Services Limited Water Supply Licence, 2013  (Water Supply Licence) and the Richmond
Envirormental  Services  Limited  Sewerage  Services  Provider  Licence,  2013  (Sewerage
Licence) both dated 2013 December 30. The Water Supply Licence and Sewerage Licence
(together referred  to  as  the  Licences)  allow  RESL  to  provide  services  to  the  Richmond
Development  community   and  its   immediate  environs  in  Richmond,   St.   Ann.   RESL
indicated that its current customer base is  I,042.

2.3.       RESL's previous application for a tariff review was made on 2019 October 31. The office
of  Utilities   Regulation   (OUR)   reviewed   the   application   and   issued   the   liz.cAmo#c7
Environmental Services Limited Interim Water and Sewerage Rates Determination Notice\

("Interim Determination Notice") on 2020 April 03. The decisions outlined in the Interim
Determination Notice were established for a minimum of twenty-four (24) months.

2.4.       On 2022 August  l9, RESL submitted a Tariff Application ("Application") for an increase
in its water and sewerage rates based on the "No Objection Policy" sometimes used by the
OUR in private water/sewerage rate reviews. In support of its Application, RESL provided,
among other things, operational data and its audited financial statements.

2.5.       Following the preliminary review of the Application, the OUR requested additional data to
better inform the decisions in the review. This additional information was received on 2022
October  25.  The  OUR engaged  RESL  in  a meeting  on  2022  November  9  in  which  the
contents of the Application were discussed. At the meeting, RESL expressed its intentions
to  apply for base rates  for all customer categories.  On 2022 November 25, the company
submitted the proposed commercial rates, which were missing from the initial Application.

2.6.       The rate making process applicable for the review is outlined in schedule 3 of the Licences.
This process is supported by benchmarking techniques and sound regulatory practices.

2.7.        According to the Licences, the rate review process involves the following:

a)   The establishment of the test year.

b)   The   determination   of   the   rate   base   (appropriately   adjusted)   to   reflect   net
investments; and

c)   The determination of the revenue requirement.

2.8.       The  test  year  used  in  this  analysis  represents  the  most  recent  set  of audited  financial
statements presented by RESL, which is the 2020 audited financials. However, to establish

1  Document No. 2020/WAS/002/DET.002
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costs that reflect normal operating conditions, RESL's 2021 and 2022 Unaudited financials
were also used in the analysis.

2.9.       The  revenue  requirement  applicable  to  the  review process  is predicated  on  the  `Rate  of
Retum'   methodology.   Under  this   approach,   the   company   is   allowed   to   recover  all
prudently incurred costs plus a rate of return on its investment. Mathematically, the revenue
requirement may be expressed as follows:

Revenue Requirement = OPEX+ T + D + ROI

where:

OPEX    = Operating Expenses

T              = Taxes

D              = Depreciation

ROI         = Return on Investment

2.10.     This Determination Notice outlines RESL's Application and sets out the OUR's analysis
and  deteminations.  It  also  summarizes  customer  feedback  obtained  from  the  virtual
consultation meeting hosted by the OUR with RESL and its customers on 2022  October
30, as well as the service and guaranteed standards that RESL is required to observe as a
water and sewerage services provider.

Richmond Environmental Services Limited Water and Sewerage Rates
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3.        LegalFramework
3.1.       The OUR is a multi-sector utility regulator established pursuant to the office of utilities

Regulation  Act  ("OUR  Act"),  with  regulatory  oversight  of the  provision  of prescribed
utility services in Jamaica. The supply and distribution of water and sewerage are included
among  the prescribed  utility  services  defined  in  section  2  and the  First  Schedule  of the
OUR Act.

3.2.       Section 4 (4) of the OUR Act expressly empowers the OUR to determine the rates charged
for the provision of a prescribed utility service. This section reads:

3.3.

3.4.

3.5.

" (4) The Office shall have power to determine, in accordance with the provisions

Of this Act, the rates or fares which may be charged in respect of the provisions
Of a prescribed utility service. "

The provisions  of the Licences issued to RESL  reinforce the OUR's  statutory powers to
regulate the Licensed Business as defined under the Licences, where they  state at clause
6.4.1  that:

" ``Ihe_I:i_censee" in carrying out the " Licensed Business" shall be subject lo regulation by
" the Oiffice " pursuant to the " OUR Act" and any other applicable Act and regulations and

rules made pursuant thereto. "

With respect to tariffs and price controls, clause 6.17 paragraphs  1. and 2. of the Licences

provide that:
"1.  "The Licensee"  is subject to the conditions in Schedule 3.

2.     The rates to be charged by "the Licensee" inrespect of the prescribed utility
services shall be subject to such limitation as may be imposed from time to
time "the Off ice" ."

The Licences stipulate that the rates and charges as determined by the OUR should provide
a reasonable opportunity for the Licensee to make a reasonable return on capital employed
after taking into account all reasonable costs incurred in the provision of services. Extracts
from Schedule 3 of the Licences, provide as follows:

"The rates for the  supply Of services by  the  "Licensed Business"  shall be  set

such that  it provides  a reasonable  opportunity for  "the  Licensee"  to  make  a
reasonable return on capital employed after taking into account all reasonable
costs incurred in the provision of the services.

Revenue  Requirement  =operating  costs  +  depreciation  +  taxes  +  return  on
investment, with each componehi defined as i;ollows :

Operating costs: All prudently incurred costs which are not directly associated
with investment in capital plant ...

Return  on  Investment:   ...The  return  on  investment  shall  be  calculated  by
multiplying  the  allowed  rate-Of-return  by  "the  Licensee's"  [o[al  irrvestment
base   ("Rate  Base")  for  the  test  year.  The  allowed  rate  Of  return  is   "the
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Licensee's"  Weighted Average Cost Of capital  avACC). The WACC  ("K %")
will   balance    the    interests    Of   both    consumers    and   irrvestors    and   be
commensurate  with  returns  in  other  enterprises  having  corresponding  risks
which will assure confildence in the financial integrity of the enterprise so as to
maintain its credit and [o attract capital `.. "

3.6.       The Licensee is permitted to apply to the OUR for a tariff review as needed, but no more
frequently than once in every two (2) years.   Schedule 3 of the Licence under the heading
"Subsequent Tariff' provides that:

"At  such intervals as  "the  Licensee"  may determine but no more  often than once in

every two years,  "the  Licensee"  may  submit  an application for  a tariff review.  The
Application  must  be   supported  with  data  and  irforma{ion  as   "the   Office"   will
determine. "

3.7.       Notwithstanding the provisions of schedule 3 of the Licences, the OUR, may apply a "No-
Objection  Policy"  to  private  water  and  sewerage  providers,  whereby  rates  proposed  by
these  providers  are  approved  on  a  "no  objection"  basis,  if they  are  below  those  being
charged by the National Water Commission (NWC) for comparable services. This policy
is  applied  primarily,  when the  private  water  or  sewerage  provider  is  unable  to  provide
adequate cost data to allow for a comprehensive tariff review.

3.8. The  Licences  expressly  state  in  Schedule  2  that  the  Licensee  shall  observe  prescribed
service  standards  and  they  also  authorize  the  OUR  to  introduce  new  or  vary  existing
guaranteed  standards that will  encourage and  facilitate  minimuni standards of customer
service.
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4.        SummaryofTariffproposal
4.1.       RESL's requested the  application of the ouR's No objection policy in the detemination

of its base rates, since this was the methodology applied to its previous application in 2019.
In  its  Application,  RESL  requested  an  increase  in  its  water  and  sewerage  rates.  The
company argued that its approved rates are below those of the NWC (the dominant service
provider) as well as other private providers in the industry.

4.2.       In addition to its proposed rate increase, RESL indicated that it wants to standardize its rate
stmcture  in  line  with  NWC's  rate  structure.  The  company  proposed  a  rate  structure
consisting of volumetric rates, service charge and a monthly Price Adjustment Mechanism
(PAM).

4.3.       In a letter dated 2022 November 25, RESL made an additional request for the inclusion of
commercial rates in its tariff structure.

4.4.       Tables 4.land 4.2 below outline RESL's proposed rate structure and associated rates and
charges.

Table 4.1: Richmond Existing and Proposed RatesRESLExistingvsProposedRates

I
Consumption Blocks Cur,entRates(S) Proposed Now

Rate Change (S)
Percentage

(Litres) Rates (S) Increase

0 to 14,000 50.00 130.00 80.00 160%
For the next 13,000 70.00 232.00 162.00 231%
For the next 14,000 87.15 253.00 165.85 1909'o

Over 41,000 87.15 431.00 343.85 395%

Commercial Rate

0 to 9,looOver9,100 337.12196.51 337.12 N/AN/A

196.51

I                            ____

I-I                                             ___     __    I

Consumption Blocks(Litl.es) CurrentRates(S) Proposed NewRates(S)
Rate Change (S)

PercentageInci.ease

0 to 14,000 25.00 65.00 40.00 160%
For the next 13,000 35.00 116.00 81.00 2319'o
For the next 14,000 43.58 126.50 82.92 190%
Over 41,000 43.58 215.50 171.92 3949'a
Commercial Rate

0 to 9,100 400.00 400.00233.00 N/A
Over 9.loo 233.00 N/A=            -- -' _  ______.I-,
Service Ch arge

C|'rrentRates'S) Proposed NewRates'S)
Rate Change (S)

PercentageIncrease

5/8 inch / 15mm 715 715.00 N/A

3/4 inch /20mm 1600 1,600.00 N/A

1 inch / 25mm 2,200.00 2,200.00 N/A
1% inch/30m in 4,000.00 4,000.00 N/A
11/2 inch /40mm 4,000.00 4,000.00 N/A
2 inch/50mm 6,000.00 6,000.00 N/A
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Table 4.2: Proposed Miscellaneous Fees

Price Adjustment Mechanism (PAM)

4.5.       The PAM is an indexation mechanism that is applied to the base rates and charges for water
and sewerage services to preserve the real revenue of a company. The PAM captures the
movement  of the  consumer  price  index,  foreign  exchange  rate  (JS/USS)  and  electricity
kilowatt hour charge (kwh). The company proposed to adopt the PAM model used by the
NWC  in the  adjustment of its  customers'  bills.  RESL  stated that  it has  no  control,  over
inflation, the foreign exchange rate and electricity prices. The company proposed a PAM,
which is based on the indices used by the NWC in its PAM.

Capital Expenditure

4.6.       RESL  indicated that RDCL  has made  substantial  investments  in the water and sewerage
network.  RESL  further  argued  that  while  Richmond  Development  Company  Limited
(RDCL) owns the capital infrastructure, RESL has direct responsibility for the maintenance
of the system, which includes the replacement of all parts and fittings. RESL posited in the
Application  that  neither  company  had  directly  recovered  the  infrastructure  cost  of the
system from  customers of RIchmond Estates. RESL contended that it is being subsidized
by  RDCL over the years  and  indicated that many  of the  once  shared  costs between the
companies will be fully borne by RESL.

Return on Investment

4.7.       RESL did not specifically state its expected rate ofretum on investment as the company's
major asset and capital infrastructure is owned by RDCL.

Operating Expenses

4.8.       RESL explained that its operating costs form the basis of determining the appropriate rates
to be charged.  The operating costs submitted in the Application reflect the costs incurred
by RESL. These costs were presented in the company' s audited, unaudited, and managerial
financial accounts.
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RESL also stated that its audited financial accounts do not include some of the shared costs
that  are  financed  by  RDCL.   Operating  expenses  include  direct  operating  costs  and
admini strative expenses.

4.9.        Table 4.2 below gives a summary of the financial data, which were presented in RESL's
audited and unaudited accounts for the period 2019-2022.

Table 4.2: RESL Audited and Unaudited Revenues and Operating Costs 2019-2022I--- --¥-i;i.`;  TT`_      "rtyFL   \,:i:-;Jjr::,,=-::;Suqu-,`,.I(.jitl-=`'y-,-52t\al__`,,,+tmareJ

Audited unaudited un-Au   ite'vai,+Ana+a\

2019 2020 2021 2022
Revenues
Water Distribution and Services 21,130,655 19,843,846 21632 998 17 244 33
Other Income
Interest Received 4,114 4,160
Exchange Gain 727
TOTAL INCOME 21,134,769 19,848,733 21 632 998 17 244 33
EXPENSE

Direct Costs: 21,130,655 16,575,946 16,548 689 21 310 595
Cost of Water 7,964,372 6 902 154 6,721,06713867177
Electricity 7,617,642 8 954 340
WaterTreatment 993,932 692 195 722  351
Other Direct Costs 0
Admin Expenses : 8,202,210 10,191,921 10,522,468 13 060 462
Audit and Accounting 600,coo 600,000 600 000 460 000
Bank Charges 292,618 356,461 349 488 362 605
Consultanty 0 90,000 420 000 261  525
Delivery  Expense 0 0 148 283 4250
Garbage Collection 204,000 156,000 156 000 6000
Insurance 0 0 48 914 0
Interest Expense 0 0 2400 0
Legal and  Professional  Fees 0 0 156 474 66 098
Licencing 380,000 325,000 320 000 40,45889650
MISCELLANEOUS 0 171,goo 0
Motor Vehicle expense 0 56,697 213  397 525 818
Office Expenses 90,788 89,904 177 502 32,3602,270,326
Repair and  Maintenance 2,205,187 2,336,550 1,067,141
>aiarles wages a >tatutoryContributions

2,210,399 3,072,925 3 924 677 S J77 J a;I)2144890
Security 8,819 2,698,686 2 354 382
Telephone expense 0 0 13  250 111,413907324
Water 2,210,399 237,898 570 560
Finance Expense : -218
Total Operating Costs 29,332,865 2!f,Jen,RE;n 27 071 157 34 371 057
Depreciation 1,097,493 1,168,749 1 302 295 1..744.761
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5.        Evaluation of the Application

5.I.       In  its  review  of the  Application,  the  OUR,  in  its  effort  to  balance  the  interest  of  all
stakeholders, took several factors into consideration. These include:

o    Efficient cost recovery
o    Adequate service delivery
o     Financial viability
o    Cost reflectivity between the water and sewerage services
o    Incentivizing efficiency

5.2.       The OUR also considered the issues raised and feedback received at public consultations
on the Application as well as those received from interested stakeholders through various
communication channels.

Tariff Methodology

5.3.       Based on RESL's Licences, the computation of the company's tariffs should be based on
a  rate  of  return  (or  "cost  plus")   methodology.   However,   in  the   context  of  limited
availability  of cost  and  operational  data,  the  OUR has,  over the years,  applied what has
been referred to as the "No Objection Policy" to the approval of rates for private water and
sewerage service providers.

5.4.       The "No objection policy" is based on a principle that if the rates proposed by a private
water  or  sewerage  service  provider  are  below  those  being  charged  by  the  NWC  for
comparable services, the Office would not object to the implementation of the proposed
rates.

5.5.       Given  that  RESL  has  been  in  operation  for  some  time,  coupled  with  the  fact  that  the
company  has  already  been  through  a  rate  review  process,  the  OUR  believes  that  the
company should have acquired the necessary baseline data needed for a cost-based tariff.

5.6.       In  the  rate  evaluation  exercise,  it  was  noted  that  the  RESL  submitted  audited  financial
accounts for the year ending 2020 March and unaudited accounts for the years 2021  and
2022. The information submitted was deemed adequate for the OUR's use in evaluating
the company's tariffs based on a rate of return (or "cost plus") methodology in accordance
with Schedule 3 of RESL's Licences.

5.7.        Schedule  3  of the Licences prescribes the methodology  and procedures to  be applied by
the  OUR for the  determination of the  rates.  The  applicable  rate  of return methodology
requires the OUR to consider, among other things, the following:

•     A test year, defined as the latest twelve (12) months of operation for which there are
audited accounts.

•     Adjustments to the test year cost if necessary, so that the normal operating conditions
are reflected.

•     A  rate  base,  which  reflects  the  value  of  net  investments  with  adjustments  where

appropriate.
•     A revenue requirement (RR), which is defined as follows:

Richmond Environmental Services Limited Water and Sewerage Rates

Determination Notice. Document No. 2023/WAS/002/DET.001 Page 20 of 83



RR-- operating costs + depreciation + taxes + return on investment

Note:  This would mean that the average rate to be charged to customers will be
derived as follows:

Average Price = Revenue Requirement/Quantity Demanded

5.8.       This approach to the rate review process is aimed at setting rates for the supply of services,
which  provide  an  opportunity  for  the  utility  to  make  a  reasonable  return  on  capital
employed in the business based on cost efficiency.

Operating Cunts

5.9.       In the  rate  making process, the  approved operating costs  should reflect the known and
measurable cost of providing acceptable services to all existing and potential customers.
The OUR's position is that the approved operating costs should be those of the test year,
adjusted for costs which are known and measurable within a twelve (12) month period, and
reflect the reasonable costs of providing the services to customers. The test year used for
RESL  is  2020,  which  is  the  year  in  which  the  latest  audited  financial  statement  was
availal)le.

5.10.     RESL's main operating costs are made up of Direct costs (water treatment, electricity, cost
of water) and Administrative Expenses.

Direct Oi)eratinq Cost

5.11.     Based on RESL's audited financial statements, direct costs are made up of three (3) main
cost items: electricity cost, water treatment cost and cost associated with purchasing water.
Figure 5. I below shows the percentage makeup of each cost component. The cost breakout
is further discussed below.

Figure 5.1 : RESL Direct Operating costs

RESL  DIRECT COST 2020

ci  cost  of  water          .  Electrjcity          u  waterTreatment  cost

Richmond Environmental Services Limited Water and Sewerage Rates

Determination Notice. Document No. 2023/WAS/002DET.00l Page 21 of 83



Water Treatment Cost

5.12.     Water treatment costs represent costs associated with the treatment of raw water for potable
use,   as  well   as  costs   associated  with  effluent  disposal.   This  cost  category  includes
coagulants and flocculant chemicals and chlorine dioxide treatment costs. RESL presented
a test year water treatment cost of $993,932.  Based  on data received  from the  company
water treatment costs vary directly with water consumption volumes.

5.13.     In arriving at its decision, the OUR used average water cost for the period 2020 to 2022 as
a proxy for RESL' s base water treatment cost. This methodology is not unreasonable since,
to  date,  RESL's  water  consumption  data has  not  shown  significant  fluctuation  over the
three-year period.   The OUR approves water treatment cost of $802,826.  This amount is
11% above the company's unaudited 2022 amounts.

Electricity cost

5.14.     The electricity expense (which is a component of direct cost) is a large contributor to the
total  operating  cost  incurred  by  RESL.  Electricity  expenses  account  for  approximately
28.5% of total operating cost in the test year 2020 and increased to 40.35% in 2022.   The
OUR recognizes that global oil prices, which impact electricity costs, remain volatile and
believes that RESL's actual electricity prices for 2022 can be used as a base for the allowed
electricity charges. This amount will be influenced by the RESL PAM which will align the
company's  actual  cost with the  approved  base  year cost.   Based  on this  assessment, the
approved annual cost for electricity is $ 13 .9 million.

Cost of water

5.15.     In its Application, RESL included as part of its direct cost, the costs of purchasing water
from the owner of a local well. The test year cost for the water al]stracted is stated as $7.96
million. The water al]stracted is shared between RESL and RDCL in the ratio 55%: 45%.
RESL indicated that the total water abstracted annually is approximately  104 million litres
and the average water used by RESL is 58 million litres.

5.16.     The   RDCL's   `Agreement for Use of water', in essence states that the user must pay the
owner of the well at a rate of ten percent (10%) of the rate being charged by the NWC at
the time the water is being used, provided that, the user shall pay the owner no less than
J$0.01 per gallon for the water.

5.17.     In evaluating the water purchase cost, the  OUR applied the average abstraction volumes
for the years 2020-2022 in determining RESL's average annual abstraction amount, which
is used to derive the cost of water. RESL stated that at least fifty-five percent (55%) of the
water abstracted is used by RESL. Therefore, the approved water abstraction cost incumed
by RESL was set at $6.9 milliorL

5.18.     Tat)le 5.1  shows the details of the components of the computation.
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Table 5.I: Computed Average Water Abstraction Costs

DETAILS 2020 2021 2022 Average
Volumes   (liters) 105,920,500 102,470,600 105,378,600 104,589,900
RESL -VOLUMES  (55%)  (liters) 58,256,275 56,358,830 57,958,230 57,524,445
RESL Cost of Water   (JS) 6,990,753 6,763,060 6,954,988 6,902,933

Administrative and other Operating Ex|)eases

5.19.     In    its    Application,    RESL   presented   total    administrative    and    operating    cost    of
approximately $ 10.2 million for the test year 2020. This cost category consists of salaries
for existing staff, repair and maintenance expenses, legal, licensing and other professional
fees, etc. Tal]le 5.2 below shows the changes in total and administrative expenses over the
years 2019 to 2022.d.2

Table 52: RESL Administrative and Operating Expenses

Years 2019 20ZO 20Z1 ZOZ2

Admin and Operating Exp 8,202,210 10,191,703 10,522,468 13,060,462

%Chan8e Z4.26% 3.Z5% 24.12%

Salaries. Wages and Statutorv Contributions

520.     RESL argued that its salaries and related expenses represent salary costs for the Assistant
Operations Manager, Customer Service Representative, Groundsman, Plumbers and Meter
Readers.  RESL  further explained that salary  costs for the Managing Director, Financial
Controller, Accounting Officer and Operations Manager are bone by a related company.
RESL  presented  test  year  salary  costs  in  the  amount  of $3.1  million.  The  company
however, specified that salary costs have increased over the years as various adjustments
were made to suit current economic conditions. The company further explained that it was
the intentention of RESL to act as an independent water company and therefore some costs
that were previously absorbed by RDCL would be fully charged to RESL. The company's
salaries  and  related  expenses  were  reported  to  be  $5.7  million  in  its  2022  unaudited
accounts.  The  OUR takes  the  view that the  $5.7  million  is  a reasonable  amount to  be
included in the revenue requirement for salaries, wages and statutory contributions.

Repair and maintenance

5.21.     RESL stated that repair and maintenance costs were associated with repairs of its furniture
and  equipment.  The  company's  financial  accounts  report  repair  and maintenance  costs
ranging between $ 1. I million and $2.2 million over the period 2019 to 2022. RESL argued
that although significant investments were made by RDCL, the maintenance and general
upkeep of the system is the responsibility of RESL. The company further purported that
although RESL  has  the  responsibility  to  maintain the  system,  RDCL  has  assisted  with
repair and maintenance on a large scale, thus the stated amount is a fraction of its true repel.r
and maintenance cost.

2 The sum stated for 2021  and 2022 are unaudited amounts.
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5.22.     The OUR is of the view that in a company that provides water and sewerage services, with
critical infrastructure, repair and maintenance are essential in sustaining the useful life of
its assets. The OURjudged the stated amounts reported for the repair and maintenance cost
to  be  reasonable  considering  that  a  portion  of the  cost  is  being  subsidized  by  RDCL.
However, the OUR is encouraging RESL to develop a plan that will assist the company to
effectively manage costs associated with repairs to be done to its system. Notwithstanding,
the OUR has allowed the audited amounts listed for repair and maintenance adjusted for
annual inflation of 10.3% to be included in the revenue requirement.  The OUR therefore
approves repair and maintenance costs of $2.6 million.

Security

5.23.     RESL presented security costs totaling $2.7 million for the test year 2020.  The company
explained that its security cost is primarily related to contracts that RESL maintains with
Ranger  Protection,  as  well  as  security  costs  associated  with  providing  daily  security
services at the water and sewerage treatment plant. The OUR takes the view that securing
the water treatment plant (WTP) is necessary and has no objection to the inclusion of such
a cost in the calculation of RESL's revenue requirement.

Other Administrative Costs

5.24.     All other administrative costs were allowed based on the company's 2020 test year balance
sheet.  Adjustments  were  made  where  applicable,  to  include  changes  for inflation which
occurred over the years.

Annual 0 eratin

5.25.     With the adjustments detailed above, the annual operating costs approved for inclusion in
the revenue requirement are $34.9 million.

5.26.     Table 5.3 below shows a comparison of the OUR's approved operating costs and RESL's
operating  expenses  (OPEX),  which  were  extracted  from  the  company's  2020  test  year
audited accounts.
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Table 5.3: RESL Approved Operating Expenses

Revenue Requirement RESL Test Year Costs OUR Approved 2020 Audited 2021  Unaudited 2022 Un&udited

Dlrect Costs:
Cost of Water 7,964,372 6,902,933 7964,372 6,902,154 6,721,067

Electricity 7,617,642 13,867,177 7,617,642 8,954,340 13,867,177
Water Treatment 993,932 80Z,826 993.932 692,19S 722,351

Admln Expenses :

Audlt and  Accouiiting 600,OcO 6cO,coo coo,000 600000 460,OcO

Ba n k Charges 356,461 356,461 356,461 349488 362,605
Consu ltantv 90,000 257,175 90,000 420000 261,525

Delivery  Exoeiise 148,283 4,250

Garbage Collectlon 1S6,000 156,000 156,000 1S6,000 6,000
|icen n8 325,000 325,OcO 325,coo 320,000 40,458
MISC LLANEOUS 171,goo 171,800 171,800 89,650
Motor Vehicle expense 56,697 56`697 56,697 213,397 52S618
Office Expenses 89,904 99,922 89,904 177,502 32,360
Repa r  and  Malntenance 2,336,550 ZSTl,ZIS 2,336,550 1,067,141 2,270,326
Sa'aCont s Wages & Statutoryutlons

3,072,92S S,m7,Jeys 3,072,925 3,924,677 SJ|| Jqf`
Secur ty 2,698,686 Z,698,686 2,698,686 2,354,382 2,144,890
Telephone expense 62,332 13,250 111,413

Water 237,898 237,898 237Ji98 570,5cO 907,324
Flnance  Expense 218 218 218
Total Expenses 26,767,649 34,949,649 26.767,649 21.011,ls1 4j7L,057

Ownership of Water & Sewerage Infrastructure

5.27.  In the Application,  it is stated that RDCL  made  significant investments  in the water and
sewerage systems to service the communities it developed in RIchmond, St. Ann. Further,
RDCL  currently  maintains  full  ownership  of the  water  network,  while  RESL  has  the
responsibility  for  the  maintenance  and  general  upkeep  of the  systems.  This  claim  was
validated  by  the  OUR  from  its  examination  of the  technical  and  financial  information
provided  in  the  Application.   The  salient  observation  is  that  the  value  of  the  major
water/sewerage  system  facilities  is  not  reflected  in  RESL's  "test  year"  (2020  Audited
Financial Statements) Non-Current Assets (Fixed Asset) account on the Balance Sheet.

5.28.  The  OUR  considers  this  situation  to  be  problematic  from  a  cost  accounting  and  a  risk
perspective, for the reasons delineated below:

1)   The  commercial  arrangement  between  RDCL  and  RESL  is  such  that  RDCL,  the
construction  company/developer,  is  the  owner  of the  critical  water  and  sewerage
infrastructure. RDCL is also the holder of the relevant water abstraction licence and the
lessee of the well from which the water resources are obtained. However, RDCL does
not hold service provider licences and as such,  is not authorised to distribute and supply
water, and provide sewerage services in the Richmond service area.

2)   RESL which is a subsidiary of and a separate legal entity from RDCL, is the Licensee
and  therefore  is  the   supplier  of  water  and   sewerage   services  to  the  Richmond
Development community. However, RESL does not own critical water infrastructure,
does not own a water abstraction licence and does not own the supply well or have any
lease or contractual arrangement for the use of same.
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3)    At the 2019Rate Review, the bifurcated responsibility for water/sewerage services was
observed.   The OUR has taken note that the arrangements remain the same. However,
given  the   broad  regulatory   ramifications  of  tracking   costs,   this   issue  of  clearly
separating  the  assets  and  responsibilities  of the two  companies  needs to  be  urgently
addressed by RESL.

4)   Although    it    has    been    reported    that    RDCL    (as    developer)    constructed    the
water/sewerage  system  infrastructure/facilities  in  the  Richmond  Development  and
there appears to be an understanding between the companies in relation to the use of
the facilities, it is not clear as to the specific nature and scope of RESL's control of the
plant-in-service  relating  to  the  Licensed  Businesses.  In  this  regard,  RESL  would  be
required to properly account for the control and costs of such assets,  either through a
direct  purchase,  a  capital  lease,  an  operating  lease,  or  some  other  legally  binding
commercial  arrangement  as  may  be  acceptable  in  the  circumstances.  There  was  no
information pertaining to any of these arrangements provided by RESL to support its
Application.

5)   As such,  if RESL  seeks  cost reflective rates,  it should ensure that its utility costs are

prudent and justified.  Cost reflective rates include, among other things, the return on
capital employed in the delivery of the utility  service.  As mentioned earlier,  RESL's
capital structure does not clearly show a legal or other interest in the assets of the utility
operations for which a return on investments can be provided for in the approved rates
as contemplated in its Licences.  Other elements of cost in relation to the plant assets
which would also be recoverable through the approved rates, such as depreciation costs,
cannot be approved in respect of several of the key assets which comprise the water
and  sewerage  systems  utilized  by  RESL,  because  they  do  not  form  a  part  of the
company' s rate base.

6)   As it concerns the matter of risk, the OUR is concerned by the lack of evidenced legal
access  and  control  over  the  critical  water and  sewerage  infrastructure,  including  the

primary water source, by the Licensee.   Such access or control is necessary to ensure
compliance with the Licensee's obligations under the Licences, and generally to ensure
resilience and continuity of the Licensed Businesses.   Licensee's obligations, such as,
the maintenance of and compliance with relevant environmental and health standards,
permits and licences, the granting of access to sampling and monitoring points by the
OUR  and  relevant  Government  agencies,  the  maintenance  of the  infrastructure  and
relevant  equipment  in  good  repair,  and  the  maintenance  of adequate  insurance  in
relation to the plant used in the Licensed Businesses, appear largely dependent on the
third-party controller of these assets (that is RDCL). RESL may not be able to guarantee
meeting these  obligations  when it does  not  own  or otherwise have  an  interest  in  the
necessary    infrastructure,    does    not   have   any    direct   ownership    or   contractual
arrangement with regard to the primary water source, and does not possess the relevant
environmental  and health permits that ought to  form part of its Licences.  We believe
this poses a significant risk not only to the Licensed Business, but to RESL's ability to
ensure  that  its  customers  receive  reliable  and  economical  services,  and  to  provide
services that are designed to protect the health and well being of its users.
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The current arrangements between RESL and RDCL regarding the water supply and
sewerage  systems  therefore  do  not  demonstrate  that  the  Licensee  has  adequately
secured the facilities necessary to reliably and safely provide the regulated services and
operate the Licensed Business for the duration of the Licences.

Given the tariff calculation and risk concerns articulated above, and recognizing the broad
ramifications of the absence of asset ownership or control issue, RESL is advised to exercise
reasonable  diligence  and  take  immediate  action  to  resolve  this  matter  in  the  manner
suggested.  RESL must secure a legal interest in the water and sewerage infrastructure and
facilities  through  a  purchase/transfer,  a  capital  lease,  an  operating  lease,  or  some  other
commercial   arrangement   as   may   be   appropriate   in   the   circumstances.   The   relevant
permitting to support the Licensed Business would thereafter also have to be obtained by the
RESL to ensure its compliance as contemplated under its Licences. RESL is further advised
that failure to remedy this asset ownership or control issue will impair the ability of the OUR
to  provide  a  comprehensive  analysis  of future  rate  applications  by  RESL,  in  light  of the
requirements of the legal and regulatory framework.

Return on Investment

5.29.     There was no fomal request for a return on investment in RESL's Application.  Instead,
the company outlined all its water and sewerage system historical capital costs, which, the
company  indicated,  were  recovered  from  the  sale  of the  residential  lots.  The  company
further disclosed that RDCL, its parent company, has financed the bulk of the system's
repairs and maintenance costs to date and no longer plans to retain such arrangements.

5.30.     As provided for in schedule 3 of the Licences, the company is to be allowed the opportunity
to earn a return sufficient to provide for the requirements of consumers and acquire new
investments  at  competitive  costs.  This  return  is  the  compensation  for  capital  which  is
invested in the regulated asset base and is computed by the application of a rate of return
to the asset base of the company. Both the rate of return and the asset base of the company
must be approved by the OUR.

5.31.     In the absence of a specific request for a return on investment in the Application, prudent
regulatory  practice  requires  a  determination  guided  by  the  provisions  of the  Licences.
Accordingly, the OUR has reviewed RESL' s audited and unaudited financials to determine
a reasonable return for the company.

5.32.     The overall rate ofretum is the weighted average cost of capital (WACC) and is calculated
as the weighted average cost of both the long-term debt and the equity components of the
capital structure.

5.33.     The Return on Investment is derived by applying the WACC to the company's Rate Base:

ROI..WACC  *  Rate Base

5.34.     Schedule 3 of the Licences details the Rate Base as:
"...the   value   Of  the   net   water   system   investment   in   the    "Licensed

Business".  The  "Rate  Base"  shall be  calculated on the  net water  system
inwestment made by  "the  Licensee"  at the time the rates are being set and
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shall include net irIvestmen[ made by "the Licensee " in the distribution and
supply of water. The  "Rate Base"  shall include appropriate rate-making
adjustments  to  take  into  account  known and measurable  changes  in the
plant investment base. "

and

" ...the value  Of the  net inwestment  in the  "Licensed Business".  The  " Rate

Base"  shall  be  calculated based  on  the  net  sewerage  aystem  investment
made by the  "the Licensee"  at the end Of the last financial year i;or which
there are audited accounts, at the time the rate are being set. The Rate Base
shall  include  appropriate  rate  making  investments  {o  take  into  account
known and measurable changes in the plant irrveslmehi base and shall be
increased   or   reduced   by   any   positive   or   negative   working   capital
requirement  that  may  exist  at  such  time.  Working  capital  shall  include
among other tings, cost of appropriate levels of inventories. "

RESL's  Rate  Base

5.35.     In deriving the rate base of the water utility, the common regulatory practice is to take into
consideration the  fixed  assets  of the  licensee's  regulated business,  any  intangible  assets,
and  the  net  working  capital  of the  business.  Based  on  RESL's  audited  financials,  the
company' s rate base consists of property, plant, and equipment (PPE) and working capital.

5.36.     In  its  Application,  RESL  disclosed that the assets  of the water and  sewerage  system are
owned by its parent company, RDCL.  The fixed assets amounting to  $6.4 million in the
company's 2020 audited financial statement therefore, comprises mainly of fimiture and
fixtures,  computer  equipment  and  other  equipment.  Due  to  a  large  amount  of current
liabilities, the company has a negative net working capital and therefore this reduces the
overall rate base for RESL.

5.37.     The rate base amount approved by the OUR is $1,586,173. The details of the computation
are shown in Table 5.4 below.
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Table 5.4: RESL Approved Rate Base

Balance Sheet Llne Items Jro
LlL2L3L4L5 Property Plant and EquipmentAdd 6.424.177.00

Intangi ble Assets
Total Long Term Asse.s 6,424,177.00
Ad,I

Worklng Cal}ltal lLS-L8l : -     4,838'004.00

A(l{l Cul.I.enl Assets: 3,704,927.00
L6L7L8 Coiis`nners' ace o`iiits receivable 3`680.787.0024.140.008,542,931.007`993`373.00

Otliei. accounts receivable and prepaid
expenses
Iiiveiitories

Sul)tract Current Llabllllles:
L9 deposit and reteiitious

Llo Trade acounts payable
Lll Othei. acco`mts payable 437.664.00

L12L13 Deferred Tax Liability Ill.894.00

RATE BASE ITotal Net  Asset) 11.3 + I.41 I,586,173.00

RESL 's Api)roved Rate of Return

5.38.     It is stated in schedule 3 of the Licences that the allowed rate ofretum is the WACC, which
should be ba;sea on " ...the actual capital structure or an appropriately adjusted capital
structure which adjustment is required to keep parity Of the interests Of the consumers and
irrvestors . . . "

5.39.     The OUR's review of the company's 2020 audited financial statement shows that there is
no equity in the business, and that it was completely financed by debt. It was also noted
that RESL's loans from related parties are recorded as current lihoilities and not as long-
term debt. There are no long-term loans recorded on the company's books.

5.40.     The company's financials also included 2019 statements, wh.ich the auditors have disclosed
were not audited. No long-tern loans were reported for that period.  However,  equity of
$5.6 million was reported.

5.41.     Given the significant difference in the capital structure that is reflected in the 2020 financial
period, and the fact that the 2019 financials are unaudited, the OUR is of the considered
view that only the 2020 test year data should be considered in the computation of the return
on investment.
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5.42.     There being no equity, the computation of the return on investment would be the cost of
debt. However, in its Application RESL mentioned that the funds borrowed from related
parties do not attract interest and have no specific date of maturity.

5.43.    Nevertheless, the OUR has approved a rate of return, which is derived from the average of
the 2022 commercial lending rates reported by the Bank of Jamaica (BOJ).  The one (1)
year average results is 9.3% and is used as a proxy for the approved rate of return for RESL.

5.44.     The application of the approved rate ofretum of 9.3% to the approved rate base derived in
Table  5.4  above  results  in  a  return  on  investment  of S147,586.81.  The  OUR  therefore
approves  an  annual  return  on  investment  of $147,586.81  for  inclusion  in  the  revenue
requirement.

Depreciation

5.45.     The  OUR considered  it prudent to  include  an amount for depreciation on the used and
useful assets that have been invested by the company. RESL reported in its 2020 test year
audited  financial  statement  that  depreciation  charges  amount  to  $1.17  million.  RESL
further advised that this amount is the depreciation which is charged on assets owned by
RESL.  Sewerage and water assets that are owned by the RDCL were excluded from the
depreciated amounts and could only be included after these assets have been appropriately
transferred to RESL. The OUR is of the view that the amount is reasonable and approves
the depreciation charges of $ 1.17 million for inclusion in the revenue requirement.

The Revenue Requirement

5.46.     The  revenue  requirement  is  derived  from  the  summation  of the  total  operating  costs
inclusive  of  depreciation  and  return  on  investments.  The  OUR  approves  a  revenue
requirement of $36.3 million, as is outlined in Table 5.5 below.

Table 5.5: Computation of the Revenue Requirement

Components RESL  Calculated OUR Approved

Operating Expenses 26,767,649.00 34,949,648.55

Depreciation 1,168,749.00 I,168,749.00147,586.81

Interest on loans
Return on Investment
Revenue Req uirement 27,936£98.00 36265,984.36

Determination 1

The approved revenue requirement is $36,265,984.36, which is to be recovered
through the fixed and volumetric charges approved by the OUR.
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6.       Tariff Design
6.1.       In the development of effective and efficient rates, the OUR had to satisfy itself that the

revenues generated from the fixed and volumetric charges would be sufficient to cover the

approved revenue requirement of .$36.3  million. The approved rates should also send the
appropriate price signals for the cost of the services whilst ensuring economic efficiency,
equity, and bill stability. In this section, the OUR outlines and evaluates RESL' s proposal
and discusses how the approved rates were derived.

RESL's Proposal

6.2.       RESL' s current tariff structure consists of a two-tier volumetric rate structure for both its
water and sewerage services. Cunently, the company has no fixed service charge, nor does
it have a monthly PAM).  Table 6.1  below shows the details of RESL's curl.ent rates and
structure, which was approved in the Interim Determination Notice.

Table 6.I: RESL Current Tariff Structure & Rates

Consumption Block Water Sewerage

(litres) ;/1000 litre S/1000litre
0 to 20,coo 50.00 2S.00

Above 20,000 87.15 43.58

6.3.       In its Application, RESL requested the approval of four (4) consumption blocks/tiers for
both water and sewerage services, the introduction of a fixed monthly service charge based
on meter size, and a commercial rate category. Table 6.2 below shows the details of the

proposed volumetric rates and rate structure.

Table 6.2: RESL Proposed Volumetric Rates and Structure
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OUR Approved Tariff Design

Service Char[Ie

6.4.       In its Application, RESL proposed a change to  its existing rate  structure.  The company
requested the introduction of a fixed monthly service charge. The proposed service changes
are akin to NWC's service change structure where the service charge is dependent on the
size  of the  customer meter.  Table  6.3  below  shows the  details  of the proposed  service
changes.

Table 63: Proposed Service Charge

Richmond Environmental Company Limited-Setvice Cl[arf!e
1\                     -           -                ,1                \ Exi9ti ng Cliarges Proposed Charges Rate Change

Sre inell / 15mm $0`00 715 715 100`0%

3/4  it]ch reomm 000 1600 1600 I 00 0%
I  inch / 25mm 0.00 2200 00 2200 loo.00/o

1% inch„Omm O`cO 4.000 00 4000 loo 0%

I  1# inch /40mm 000 4,000 00 4000 I 00 0%

2 inch/50mm 0.00 6.000 00 6000 I 00 0%

6.5.       The OUR is of the view that the proposed introduction of a service charge is reasonable.
The service charge is a critical component of a water utility rate structure and is a fixed
amount that is applied to customers' bills monthly irrespective of the level of consumption.
The  company  is allowed to  recover some of its  fixed operating  expenses  in the  service
charge. These expenses are primarily administrative overheads, which are incurred in the
preparation of bills inclusive of meter reading costs.

6.6.       RESL's  customer  base  consists  of  1,038  customers  with  5/8-inch  meters  and  four  (4)
customers with 2-inch meters. In light of this, and in the absence of information pertaining
to the other meter size tiers, the OUR's computation of the service charge was confined to
the 5/8-inch meter and the 2-inch meter tiers of the residential customer class.

6.7.       Furthermore, the necessary data required to allow for the development of cost reflective
service charges were not readily available and RESL did not specify the costs that were
used   to   calculate   the   proposed   service   charge.   Considering   this,   the   OUR   used
benchmarking methodology to arrive at the approved service charge. The proposed charges
were  benchmarked  against  similar  categories  of service  charge  for  other private  water
providers in our jurisdiction. Table 6.4 below shows details of the benchmarking results.

Table: 6.4 Service Charge Comparison between RESL and other Water Providers

Service Change(JS"on,h)
Approved RESL NWC CDL DEML RWBC

5/8  inch /  15mm 715.00 I,099.75 739 28 866.98 817.77
3/4 inch /20mm 000 2,405.58 000 0.00 0.cO
I  inch / 25mm 000 3,141-40 0.00 0.00 2,344.15
1% inch/30mm 0.00 5,914.90 000 0.00 0.00

I  I/2 inch /40mm 000 5,914.90 0.00 0.00 0.00
2 inch/50rm 6,000.00 8,3J7.fn 0.00 0.00 6,251.01

Richmond Environmental Services Limited Water and Sewerage Rates

Determination Notice. Document No. 2023/WAS/002/DET.00 I Page 32 of 83



6.8.       The   proposed   charges   in   the   respective   tiers   were   found   to   be   reasonable   and   in
consideration of this the OUR approved a monthly service change of $715.00 for residential
customers connected to a 5/8-inch meter and $6,000 for customers connected to a 2-inch
meter.

Volumetric Rates

6.9.       The current tariff structure, while being simple for customers to understand, may not be
sending  the  correct  price  signals.  The  proposed  structure  will  incentivise  consumers  to
conserve  and  is  akin to  that which  is  currently  used by the NWC.  Considering  this,  the
OUR has  no  objection to  the  company's proposal  to  introduce  a  four-tier consumption
block rate structure.

6.10.     In developing the tariff design, the company's billing data and the audited financials were
examined to  determine the appropriate  billing determinants  (demand)  for the water and
sewerage  systems,  The  rates  which  will  allow  RESL  to  recover the  approved  revenue
requirement were generated with the application of a deemed demand.

6.I 1.     The revenue  is determined by the quantity  sold multiplied by the price  of each unit  sold
(equation i) below).  This principle is also applicable in deriving the rates for a utility.  In
this situation where the revenue (R) is already determined and approved, and quantity (Q)
is deemed based on the company's historical performance, then price ¢) has to be adjusted
in order to achieve the desired revenue.  This  is expressed mathematically  in equation ii)
below:

I)        R--PxQ
ii)       P-

6.12.     RESL provided data showing the full breakout of the company's total water consumption
(sales) for the years 2019 to 2022. The data shows the number of customers on the system,
the  number  of  customers   currently   being   billed,   and  the   customer  breakdown  per
consumption  block.  The  OUR  having  reviewed  this  information  was  satisfied  that  an
appropriate set of billing determinants was available for use in the design of the tariff

6.13.     In determining the number of customers using the system on a consistent basis, from the
data provided, the OUR used the monthly average of billed customers for the most recent
year  (2022).  This  customer  count  is  813.  At  Richmond  Estates,  some  homes  within the
development  are  being  used   as  vacation  homes   and   in   a  month  when  there   is   no
consumption  these  customers  would  not  receive  a  bill  from  RESL.  This  explains  the
variance  between  the  number  of billed  customers  and  the  number  of customers  (1042)
connected to the system.

6.14.     In computing the revenues to be generated from the service charge, the OUR used the l042
customers  who  are  comected  to  the  system.  These  customers  will  be  billed  a  monthly
service charge whether or not they consume.    However, in determining the revenues to be
generated from the volumetric rates, the OUR is of the view that it is fair to use the  813-
customer count.

6.15.     The total system consumption recorded by RESL for the year 2020 was 192,698,000 litres
and this is used as the deemed demand for the system. Important to note is that RESL, like
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other companies in the sector, charges for sewerage services at the same volume for water
consumption. This means that the total system demand of 199,484 cubic meters for water
is the same volume of sewage deemed collected and treated by RESL.

6.16.     With the existing rates and the deemed billing determinants,  the total  revenue computed
for the system is $ 18,542,095. With the approved revenue requirement of $36,265,984 the
existing  rates  had  to  be  increased  to  recover  the  approved  revenue  requirement.  The
introduction of a monthly service charge and new consumption blocks, however, means
that the percentage variable rate increase required for the existing rates would be within a
reasonabl e threshold.

6.17.     The new approved volumetric/variable rates are detailed in Table 6.5 below and represent
anincreaseof51.14%fromthecurrentratesbeingchargedbyRESL.Thiscomparestothe

`   average rate increase of 255.42% being requested by the company.

Table 6.5: OUR Approved Variable Rates vs RESL Proposed Rates
-pr` `}¥4Q;-*\:`?i `L     rty`!~!:agrELT£:{i¥'\£,RE.faREiEffiBiEEEffEth~        '   &`aENIZBffiiiETQ-::-: `,^T7r.           ?'\',.:,„:+v=:,.aT; /;¥:%Eife'`r.I,j`-`:;;'a`£

i-;i      -

Consumption Bands Current Rate
RESL  Proposed OURApproved RESL Proposed OUR  Approved

Rates Rates Change Change
JS/1000 litres JS/1000  litres J;/1000 litres % a/a

0 to  14,000 25 65.00 37.79 160.00% 51.14%
For the next  13,000 35 116.00 52.90 231.43% 51.14%
For the next  14.000 43.58 126.50 65.87 190.27% 51.14%
Over 41,000 43.58 215.50 65.87 394.49% 51.14%

Average Volumetric Rate 36.79                        130.75                      55.61                   255.40%                   51.14°/o

BRE'=`-^}_¥7-¥.\=`_*`.=-ap'rr~-+T4ixp±t-¥,`iL"HffiFm-~--"pr-~r--r'.n>-J5friFndLar\T-Ira_\~~_¥#_+..I_a`

Consumption Bands Curl.ent Rate
RESL  Proposed OUR Approved RESL Proposed OUR  Approved

Rates Rates Change Change
JS/1000 lit,es J ;/1000 'l,res JS/loco litres 9,a %

0 to  14.000 50.00 130.00 75.57 160.00% 51.14%
For the next  13,000 70.00 232.00 105.80 231.43% 51.14%
For the next  14,000 87.15 253.00 131.72 190.30% 51.14%
Over 41,000 87.15 431.00 131.72 394.55% 51.14%
Average Volumetric Rate 73.575 261.50 111.20 255.42% 51.14%

6.18.     To  ensure  that  the  approved  rates  are  within  the  sector  range,  the  OUR  conducted  a
benchmarking analysis with a few other utilities in the sector with similar rate structures.
The RESL approved rates were found to be at the lower end of the range. Table 6.6 below
shows the rate comparison.
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Table 6.6: Rate Comparison for RESL Approved Rates and Other Utilities

¥i=j'
.,I:

•\-`+      i-.us__ .ien a¥ i . r       , - - -         -     -€ i-,S      .:.i
a      i:TaiaraLraF7ra!q:ir:TarzF'--11111111-JLrt+ Lltw

i HEEREREiTg¥`.-`
:tl. fine fiae life '.-,-?+=

I                   .                                                                    -A            -7
'^'T$71000liters)

(;/10oo liters) (?/1000 liters) (S/1000 liters) (S/1000~.     .._
i_i  '`,`'-I-,I-.:p.J=-2:.:I

0 to 14,000 75.57 140.08 92.67 152.52 104.6
For the next 13,000 105.80 249.31 163.41 152.52 186.03
For the next 14,000 131.72 271 .74 176.44 152.52 202.87
Over 41,000 131.72 463.55 225.22 152.52 345.76
Avg. Volumetric Charge 111.20                        281.17 164.44 152.52 209.82
SEWERAGE (S/100o liters)      (S/1000 liters)     (S/1oo0 liters)    (S/1000 liters)    (S/1000 lFie€ij `:
0 to 14,000 65.00 161.79 84. I I 152.52 121.67

For th e n ext 13,000 116.00 287.96 148.30 152.52 215.13

For the next 14,000 126.50 313.86 160.13 152.52 236.02
Over 41,000 215.50 535.38 204.39 152.52 402.78
Avg. Volumetric Charge 130.75 324.75 149.23 152.52 243.90

Miscellaneous Fees

6.19.     RESL  proposed  a  recomection  fee  of $6,000  for  domestic  customers  and  $12,000  for
commercial customers.  The company argued that the reconnection fee is a per customer
change  applicable  only  to  customers  whose  supply  has  been  disconnected.  The  OUR
recognizes that there  are  costs associated with reconnecting  a supply,  but the proposed
amounts of $6,000 for the reconnection of domestic supply is above the amounts charged
by  the  other  water  companies  in  the  sector.  Furthermore,  RESL  has  not  shown  any
exceptional circumstances that wouldjustify a fee above the average approved charges that
are applicable to other regulated utility companies. Considering this, the OUR applied the
sector benchmark and approves a reconnection fee of $4,470 for residential customers and
S12,000 for commercial customers, which is the equivalent fee charged by the NWC for
the removal and replacement of a metered service.

6.20.     The  OUR allowed  RESL's  proposed  S12,000  fee  for  illegal  connection  of all  customer
types,  which remains  at the  sane  rate that was  approved  in  the  Interim  Determination
Notice.
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Determination 2:

The OUR deemed a billing deteminant of 192,698,000 liters and approves a tariff
structure, volumetric rates, service charge and miscellaneous fees as follows:

I.   Monthly service charges:
5/8-inch connection:    $715
2-inch  cormection:       $6,000

2.    Volumetric Rates:

3.Re

Cfousunption Binds
OURApprovedWbter OURApproved

000 for

Ffates Sewerage lfates
Jgrl000 litres Jorlooo [itlrs

0 to 14,000 75.57 37.70
For the next 13,000 105.80 52.90
For the next 14,000 131.72 65.87
Civer41,000 131.72 65.87

cormection Fee:     $4,470 for residential customers and sl
commercial customers

4.    Illegal comection:    $12,000 for all customer classes.

Price Adjustment Mechanism (PAM)

6.21.     The PAM is an indexation mechanism that is applied to the base rate and charges for water
and sewerage services. The mechanism seeks to preserve the real revenue of a company.
The PAM is considered critical to the financial viability of the company as the adjustment
made to the rates and charges periodically reflects the changes in exogenous input costs.
The PAM mitigates cost movements over which the company has no control.

6.22.     Exogenous factors captured by the PAM are as follows:

•     Changes in inflation rate (CPI -Consuiner price Index),
•     Foreign exchange rate movements (FX) and
•     Changes in electricity rates (kwh).

6.23.     The computation of the PAM adjustment rate is done using the following formula:

PAM=(wfx*AFX+wcpi*ACPI+wkwh*Akwh)*100

where:
AFX is the monthly percentage change in the Jsruss exchange rate,
ACPI is the monthly percentage change in the CPI,
Akwh is the monthly percentage in the kilowatt hour charge for electricity,
w& is the approved weight for the JS/USS exchange rate,
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wcpi is the approved weight for the CPI, and
wkwh is the approved weight for the kilowatt hour charge for electricity.

6.24.     The CPI value is published by the Statistical Institute of Jamaica (STATIN) monthly. The
foreign exchange rate should be the average monthly rate that is reported by the Bank of
Jamaica. The average price of electricity is the total electricity bills for the preceding month
divided by the total kwh of energy used in that month. In computing the PAM adjustment
rate for a given month, the index values in the computation will lag by one (1) month. This
implies the PAM rate adjustment for the month of May for example, would be computed
using indexation values for the month of April.

6.25.     The  weights  for  the  three  indices  are  derived  from  the  apportionment  of RESL's  total
operating cost to each index.  The determined weights for the indices are shown below in
Table 6.7 below.

Table 6.7 Weights of the Base Indices in the Price Adjustment Mechanism

Index Weight
FX 8%
CPI 64%
Electricity 28%

6.26.     The base indices for RESL are presented below in Table 6.8 below.

Table 6.8 Current Value of the Base Indices for RESL

Index Unit Current Base Rate
FX Use I :JS 155.10

CPI 128.20

Electricity JSckwh 57.32

6.27.     On  the  anniversary  of the  PAM,  RESL  shall  make  an  application  to  the  OUR  for the
resetting  of the  base  indices.  This  is  called  the  Annual  Price  Adjustment  Mechanism
(ANPAM) rate adjustment. The intention of the ANPAM is to minimize the monthly PAM
adjustment differential amount, which is reflected on customers' bills, by rolling into base
rates, the changes to the indices over a twelve (12) month period.

6.28.     Mathematically, the new base rates may be expressed as follows:

New Base Rate = Current Base Rate *(1  + ANPAM adjustment rate).
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Determination 3:

The Office approves the application of the Price Adjustment Mechanism (PAM). The
approved weightings for the indices are as follows:

•     The foreign exchange rate (FX) is    8%
•     The consumerprice index (CPI) is   64%
•     The electricity rate (Jsftwh) is          28%

The approved base indices shall remain in effect until the anniversary of the PAM or until
the next tariff review whichever is earlier. The base indices are as follows:

•     Foreignexchange (FX) -                       155.10
•     Consumer price index (CPI) -             128.20
•    The electricity rate (Jskwh) -            57.32

Bill Impact Amlysis

6.29.     For a typical residential customer using the average monthly consumption of 19.76 m3 and
the rates proposed by RESL, customers would see a 229% increase in bills. On the other
hand, using the same average monthly consumption of 19.76 m3 and the OUR's approved
rates, the typical customer will see a 93 .54% increase in their bill. Tables 7.1  and 7.2 below
show the details of the bill impact.

Table 6.9: Bill Impact of Rates Proposed by RESL

;Tllll'.'.I.I;TdT.lI:IllI|..I.I.Lxa.I:€1ia:

<= 27 m3 Current Bill New Bill Bill  Impact
DescriDtlon '000 Litres Rate (JS) Total Rate  (JS) Total JMDchange 9/ochange

19.76WaterF`ates0.14,000

14 50.00 ;     700.00 130.00 ;    1,820.00 $       1,120.00 160.00%
next 13,COOSeweraceRatesa-14,000 5.7614.00 70.0025.00 ;     403.47$350.00 232.0065.00 $    1,337.22;910.00 $           933.75$560.00 231.43%160.00%

next 13,000 5.76 35.00 $      201.74 116.00 ;        668.61 $          466.88 231.43%229.319/o

Service Charge (5/8 Inch) ;- 715.00 ;        715.00 $           715.00
TOTAL BILL $ 1,655.21 $    5,450.84 $      3,795.63
Average Rate per cubic meter (m3) $         83.75 $         275.80
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Table 6.10: Bill Impact of OUR Approved Rates

Bill Impact lot OUR Appno`red fetes
<= 27 m3 Current Bill New Bin Bill Impact

DescriDtion '000  Litres
Rate  (J;) Total Rate  (JS) Tota I J MD  Change 9/ochange

19.76WaterRates0-14,COO

14 50.00 $      700.00 75.57 $     1,058.01 $           358.01 51.14%
next 13,000SewerageRates0-14,000 5.7614.00 70.0025.00 ?     403.47;350.00 105.8037.79 $        609.83$529.00 $           206. 35$179.00 51.14%51.14%

next 13,000 5.76 35.00 $      201.74 52.90 $        304.91 ;            103.18 51.14%

Service Charge (5/8 Inch) ;- 715.00 $         715.00 $           715.00
TOTAL BILL $  1,655.21 $    3,216.75 $       1,561.54 94.34%
Average Rate per cubic meter (m3) $        83.75 S         162.76
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7.      Technical Review

INTRODUCTION

General

7.1.  As per its Licences,  RESL  is required to pmdently discharge  its obligations  set out in the
respective  Licences,  and  as prescribed by  the  OUR Act,  and  other applicable  legislation,
regulations,  codes,  and  standards, to  ensure  a clean,  safe,  adequate,  reliable, and efficient
potable water supply and sewerage  service to the customers in the service area,  on a non-
discriminatory basis.

7.2.  Some of the key considerations that are critical to RESL meeting the stipulated obligations,
include the following:

a)   Ongoing planning and assessment of the system capacity to meet aggregate demand
for water/sewerage services in the service area on a sustained basis.

b)   Optimization of water/sewerage systems operations to minimize system operating
costs and improve overall efficiency.

c)   Implementation of cost-effective energy efficiency (EE) measures where possible
to reduce energy requirements, aimed at lowering system operating costs.

d)   Systematic application of cost control measures to support sustainable water utility
operations.

e)   Implementation of measures to reduce non-revenue water (NRW) to minimal levels
in the water network and thereby, ensuring viable water utility operations and the
abatement of greenhouse gases.

I)    Adoption of prudent maintenance strategies that enhance overall water/sewerage
system performance and assure service continuity and reliability.

g)   Ensuring  the  availability  of firm/dependable  primary  electric  power  supply  for
operation of water/sewerage system electrical plant/equipment, as well as back-up
power supply options to enhance reliability, operational flexibility, and resilience;
and

h)   Collection and reporting of water/sewerage system performance data/parameters to
facilitate system regulatory assessment and monitoring.

7.3. As per general industry practice, it would be expected that RESL as a water and sewerage
services provider, would have already initiated the process of adopting these requirements
in a bid to effectively manage and operate the Licensed Business, and to satisfy the service
requirements in the Richmond service area, over the term of the Licence, while maintaining
economic and environmental sustainability.

Technical Review Approach and Scope

7.4.  The OUR's review of the technical aspects of RESL's Application,  include,  among other
things, the following key activities:
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I.    Preliminary  examination  of the  technical  aspects  of the  Application,  to  ascertain
whether additional information would be required to facilitate the completion of the
OUR's evaluation.

2.    A site visit to Richmond Development for physical inspection of the water/sewerage
system plant.  This was to validate the company's operating status and capabilities,
as well as to verify the system design configuration.

3.    Technical  assessment  of  RESL's  water/sewerage  service  performance  since  the
implementation of the  Interim Determination Notice.

4.    Technical  evaluation  of the  Rate  Review  proposals  and  formulating  the  related
regulatory determinations.

Preliminary Review

7.5.  The    OUR's   preliminary    review   of   the    Application,    revealed    several    information
deficiencies,  which  triggered  the  need  for  additional  data  from  RESL  to  facilitate  the
completion  of the  evaluation.  The  additional  data  was  requested  by  the  OUR  on  2021
October  12.  RESL provided a partial   response  on 2022  October 24,  followed by  another
submission on, 2022 November 25, with some additional  information.  The OUR's review
of the additional information submitted revealed that several of the items requested were not
provided, while some were found to be inadequate. However, despite these limitations, the
OUR  proceeded  with  the   technical   evaluation,   taking   into   consideration   all   relevant
information provided by RESL, and other available system operations data. Further details
on the OUR's preliminary review are provided in subsequent sections.

Site Visit to Richmond Development

7.6.    On 2022  December 20, the  OUR carried out a site visit at the RIchmond Development.  In
the OUR's view, the site visit' s objective of validating the operational status and capabilities
of  the   water   and   sewerage   systems   facilities/equipment   was   successfully   met.   The
undertaking facilitated the collection of specific  information on the  status of the relevant
fixed  assets  and  the  overall  operating  condition  of the  water  and  sewerage  systems  and
allowed the OUR to visualize and validate the design configuration/layout of the water and
sewerage  systems.  The  observations  and  information  compiled  during  the  site  visit  were
factored into the OUR's technical evaluation and analysis.

Execution of the Technical Evaluation

7.7.    The OUR conducted a comprehensive technical evaluation of the Application, including the
performance paraneters  and  aspects  of the  company's  cost proposals.  The  details  of the
evaluation methodology, findings and determinations are delineated in the sections below.

OVERVIEW 0F WATER AND SEWERAGE SYSTEMS AND OPERATIONS

7.8.    The  configuration of the  water and  sewerage  systems  in the  Richmond  service  area and
features of the utility operations process are summarized below:
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Water Supply System Configuration

7.9.    As described in the Interim Determination Notice, the RESL water supply  system as was
originally   designed   and   constructed   largely   depicts   a   typical   water   infrastructure
arrangement utilized by  small water utilities across the industry.  It comprises the essential
system components, including water abstraction facilities, water treatment facilities, storage
and distribution network, instrumentation and controis, and revenue metering devices, with
adequate capacity to provide full water service coverage to the Richmond service area.

Sewerage Svstem Configuration

7.10.  Similarly,  RESL  sewerage  system  as  designed and constructed largely  reflects the typical
configuration  of a  small  wastewater  utility  system  in  operation  across  the  industry.  It  is
comprised of the essential system components, including collection, conveyance, treatment,
and  disposal  sub-systems,  with  sufficient capacity to provide  100%  sewerage  coverage to
the RIchmond service area.

Structural and Process Issues

7.11.  The OUR reiterates its position expressed in the Interim Determination Notice that while the
underlying water/sewerage  system plants/equipment are reasonably  sound and functional,
the   management   and   operations   processes   appear   to   suffer   from   certain   embedded
deficiencies, which have not been addressed by RESL. Having assessed the issues, the OUR
believes that the attributable circumstances are largely due to the following factors:

I)   The operation of the water and sewerage systems based on unstructured planning and
substandard quality management controls.

2)   A bifurcated ownership arrangement and lack of demarcation between the regulated
business and the development company's (that is RDCL's) operations. RDCL who is
not   the   Licensee,   appears   to   be   a   dominant   player   in   the   regulated   business
(water/sewerage services).

3)   Poor  operation/compliance  management,  which  translates  to  inefficient  operations
(high  non-revenue  water),  unsystematic  maintenance  approach,  low  compliance  on
regulatory reporting, poor record keeping, and ill-prepared rate review applications.

7.12.  These issues will be elaborated on in greater detail in subsequent sections.

WATER SERVICE PERFORMANCE (2020-2022)

RESL's 2020-2022 Water Service Performance against Targets

Relial>ilitv of Water SuDDlv Performance (2020-2022`

7.13.  The  Interim Determination Notice provided  an upward adjustment in RESL's water rates,
which  would  have  resulted  in  increased  revenues  for  the  company  over  the  2020-2022
regulatory control period. However, due to the unavailability of critical performance data for
RESL's water system operations, the OUR was not able to determine whether there was a
commensurate or tangible improvement in the overall operation of the water supply system
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and  the   "quality   of  service"  provided  to   customers   in  the  Richmond  Development.
Moreover,theOUR'srecordsshowthatduringtheperiod,RESLfailedtofulfilthereporting
requirements in relation to system reliability/service quality, stipulated in its Water Supply
Licence, and specified in the Interim Detemination Notice.  Specifically, up to the date of
the Application (2022 August  19), RESL did not submit to the OUR any dataset or report
capturing  the  number  of planned  and  unplanned  intermptions,  the  dates,  times,  affected
areas, the number of customers affected in each case, and the specified notifications.     ,

7.14.ItisnotablethatitwasonlyaftertheOUR's20220ctober12additionalinfomationrequest
in relation to  the  Application  that  RESL  provided  some  of the  "plarmed  and  unplanned
interruptions" data for the  12-month period (2021  July to 2022 June).

7.15.  The specific data on some of the water service performance standards provided by RESL in
its 2022 October 24 submission, is represented in Table 7.1  below.

Table 7.I : RESL's Water Service Performance versus Targets (2020 -2022)

R£SL's 2020 -202Z PERFol"ANCE ON WATER SERVICE S"NDARDS

NO, Service Performa nee                                                    Measurements
Standard           Target 2020             2021 2021 2021 2021             2022             2022

Qtr. 14 lan - Mar Apr . Jun 'ul -Sep Oct - Dec lan - Mar A   r-June
1 WaterQuality At least 959/a of water samples must becollectedfromwaterproduction No Data No Data No Data 100yo 100% 100%

P1009'o

Standards sources for testing..

At least 95% of water samples must benegativeofcoliformbacteria. NO  Data No Data NO Data 100% 100% 1009'o 100%

The level of residual chlorine should bebetween0.5and5.Omg/Iandpresentinatleast95%ofsamples NO Data NO  Data No Data 96% 989'o 100yo 100%

2 WaterPressure The licensee shall ensure that pressureOfwatertocustomersisintherange20-60psi,andtakeallreasonablestepstoensurethatcustomersreceiveanadequateandconsistentsupplyofwateratalltimes. No Data No Data No Data 54  PS' 60 Psl 54 Psl 54 Psl

3 Plannedand At least 24 hours' notice shall be givenatleast90%ofallplannedservice No Data No Data NO Data 1009'o 1009'o 100yo 95%

UnplannedInterruptions interruptions.

At least 909/a of emergency lock offsshouldberestoredwithin24hours. No Data No Data NO Data 100% 1009'o 100yo 100%

4 MeterTesting The licensee shall ensure that meterstobeinstalledoncustomers'premisesarebatchtestedbytherelevantlocalauthoritiesandthereaftertestedonceinevery3yearstoensureaccuracyinthemeasurementofsuppliestocustomers.

7.16.  RESL only provided data related to outage notifications and service restoration after lock-
offs, for a limited period of operation. However, as previously revealed, the core "reliability
of supply" data, including the nature/cause of the supply intermptions, the frequency and
duration of the  interruptions,  the number of customers  affected,  and  the total  number of
customersservedineachinstance,wasnotprovidedbyRESLforthe2020-2022rateperiod.
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This  information  deficiency  effectively  constrained  the  OUR's  technical  evaluation  of
RESL's water service performance over the 2020-2022 review period.

Water Pressure Measurements (2020-2022)

7.17.  In  its  2022  October  24  additional  information  submission,  RESL  provided  some  water

pressure data for the months of 2021  July to 2022 June, indicating a fixed pressure reading
of 54 psi for each month from 2022 January to 2022 June (see Table 7.1  above). However,
thisdataappearstobequestionable,giventheoperatingdynamicsofawatersupplysystem.
Also, no related reports or details authenticating the reported pressure measurements were
provided by the company.

7.18.  As with the "reliability of supply" perfomance indicators, the absence of the full datasets
and reports on water pressure levels for the 2020-2022 rate period also prevented the OUR
fromdeterminingwhetherRESLhadconsistentlymaintainedthepressureofwatersupplied
to customers in the specified range of 20 -60 psi (Schedule 2 of the Water Supply Licence),
during the 2020-2022 rate period.

Water Oualitv Testing (2020-2022)

7.19.Withrespecttothewaterqualitystandards,duetotheunavailabilityofrelevantwaterquality
information,theOURwasunabletoascertainwhetherRESLwasensuringthattherequisite
water quality tests were being performed on a consistent basis, and at the appropriate testing
frequency, during the 2020-2022 regulatory period.

7.20.  In  its  2022  October 24  submission,  RESL  submitted two  (2)  separate  documents  entitled
"NWC Water Quality  1 " and "NWC Water Quality 2", both having the same title, "Report

of Bacterial Examination of water", and naming Richmond Development  as the customer.
Accordingtothesereports,watersamplescollectedon2021November23and2022January
10 (well and tap), were respectively examined by the NWC on the stated dates. On review,
it was revealed that the scope of testing and the results included in the 2021  November 23
report, were not consistent with the contents of the 2022 January  10 report (water from all
samplepointswerenottested).Thishasseriousimplicationsastowhetherthewaterquality
associated  with  the  service  meets  the  requisite  standard.  However,  no  explanation  was
provided by RESL.

7.21.  Additionally, RESL provided monthly data purportedly for water quality tests conducted for
the  period  2021  January  to  2022  June  (see  Table  7.I  above),  however,  the  related  water
qualityreportsfor2022Februaryto2022JunewerenotsubmittedtotheOUR.The findings
indicate  that  these  isolated  cases  of water  testing  did  not  fully  satisfy  the  water  quality
reporting  requirements  specified  by     RESL's  Water  Supply  Licence  and  the  Interim
Determination  Notice.  Due  to  these  information  deficiencies,  the  OUR  was  unable  to
validate whether RESL satisfied the water quality requirements of Schedule 2, paragraph A
of the Water Supply Licence during the 2020-2022 regulatory period.
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OUR's Summarv Comment -Water Service Performance

7.22.  The  OUR's  review  of RESL's  2020-2022  water  service  performance  revealed  that  the
company was not in compliance with the regulatory reporting requirements stipulated in the
RESL Water Supply Licence, and the relevant determinations in the Interim Determination
Notice. The sparse amount of  water system operations data provided did not fully satisfy
the prescribed "quality of service" requirements. Further, the poor  quality and deficiency in
completeness of the data, did not allow the OUR to fully assess the company's water service
performance over the 2020-2022 period.

Water Balance for Water Supply System (2020-2022)

7.23.  A  "water  balance"  as  generally  applied  to  water  utility  systems  across  the  industry  is
essentially  a  water  accounting  framework  that  establishes  the  relative  proportions  (or
quantities) of  the various categories/components of water consumption and water losses.
The underlying principle is that for a given operating period, the total volume of water that
enters a water distribution network should equate to the total volume taken out of the network
(i.e„  legitimate  consumption,  usage  for  fire/safety  requirements,  physical  &  commercial
losses, etc.). To account for the total water quantities entering and leaving the network, the
annual  water  balance  for the  period  (2019-2022)  was  developed  by  the  OUR,  using  the
annual water production and billed consumption data provided by RESL for the period.

EEThe water balance in this case was represented in a condensed format, encapsulating only
the main components. This specifically includes the annual water production (system input
volume), authorized water consumption (billed sales) and non-revenue water (NRW). The
water balance for RESL's 2019 -2022 operations is presented in Table 7.2 below.
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Table 7.2: 2019-2022 Water Balance for the Water Supply System

is=,,-`--I :  --_-\C__    _i_i.-====`          . •    ,--        .   ,I-€-a i - . i .-
<--.. -\

-,-:

COMPONENT 2019 2020 2021 2022 AVERAGE

Water % of          '' Water %of Water %of Water 9'oof Water 9'.of
Allocation(1000

water      I
Allocat.ion(1000

Water Allocation Water
Allocation(loco

Water
Allocation(1000

Water

US  Gal) Prod. uS  Gal)

Prod.

(1000USGal)

Prod.

US Gal)

Prod.

US Gal)

Prod.

Water Prod. 109,768 loo.00% 105,921 leo.009/a 104,927 100.009'o 105,379 loo.00% 106,498 loo.009'o

BilledConsumption
53,877 49.08% 56,270 53.129/a 49,723 47.399/a 48,253 45.799/o 52,031 48.86%

NRW 55,891 SO.92% 49,651 46.889/a 55,204 52.61% 57,125 S4.219/a 54,467 51.14yo

•,-£i ts7,it                               A  ,

Prod. as 9/a ofAbstractLimit(3,500m3/d)

3Z.539/a 31.399/a 31.099'® 31.23%

7.25.  The performance  trend  in the  water balance  indicators  is  further illustrated  in Figure  7.1
below.

Figure 7.1: Graphical Representation of 2019-2022 Water Balance

Water Production & Consumption (2019-2022t
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J     M   M     I     S     N I     M   M     J     S     N J     M   M     J     S     N J     M    M     J      S     N
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umes  Abstracted  (MG)  -Volumes Consumed by Customers (MG)  -NRW (MG)
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Key Observations

1)   The  performance  indicators  represented  in  the  2019-2022  water balance  distribution
show  that  the  armual  water  production  volume  (water  treated  after  al)straction)  or
"system    input   volume"    realized    from    RESL's    water   utility    operations    was

approximately  106.50  million  US  gallons  on  average,  of which,  52.03  million  US
gallons (or 48.86%) supplied customers' aggregate water consumption (`foilled sales)
in  the  service  area,  with  annual  NRW  accounting  for  54.47  million  US  gallons  (or
51.14%) on  average.

2)   The current NRW level is approximately 57.13 million US gallon (54% of annual water
production) which is excessively high, given the size and scale of RESL's water service
operations.  This NRW quantity  was also deemed to be  inconsistent with the  design
configuration and operating characteristics of the water supply system.

3)   In terms of performance trend, the data also shows that for 2020 (the year in which the
Interim Determination Notice  was  implemented),  the reported "billed consumption"
was  56.27 million US  Gal,  representing  a marginal  increase  above the  2019  volume

(53.88  million US  gallons).  However,  this  change was reversed by the  end  of 2021,
where  the  reported  annual  billed  sales  was  49.72  million  US  gallons,  which  further
declined  to  48.25  million  US  gallons  by  the  end  of 2022,  effectively  nullifying  the
increase in sales that was realized in 2020.

4)   The data indicates that there was a 4 percentage point reduction in the annual NRW
level  at the  end  of 2020  (46.88%  of armual  production volume)  relative to the  2019
level  (50.92%).  However,  this result was  not  sustained,  and by the  end  of 2021, the
annual NRW  level jumped  to  52.61%,  which  continued  on  an upward trajectory to
54.21%  at  the  end  of 2022  (see  Figure  7.I  above).  Thus,  reversing  the  reduction  in
NRW that was realized in 2020.

7.26.  In its Application,  RESL did not provide any  details on the sources and breakdown of the
annual    NRW    quantities.    This    constrained    the    OUR's    water    balance    analysis.
Notwithstanding, the NRW issue is addressed in further detail below.

RESL's SEWERAGE SHRVICE PERFORMANCE (2020-2022)

RESL's 2020-2022 Sewerage Service Performance against Targets

7.27.  No report or data covering RESL's performance in relation to the clearing of blocked sewer
mains and odour control (Schedule 2, paragraph 8 of the Sewerage Licence) was provided,
since the release of  the Interim Determination Notice in 2020 April.

7.28.  For  the  sewage  flow  measurements,  RESL  only  provided  some  of the  data  in  its  2022
October 24 additional information submission.

7.29.  The data reported by RESL on the prescribed sewerage service standards is shown in Table
7.3 below.
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Table 7.3: RESL's Sewerage Service Performance versus Targets (2020 -2022)

REsl's 2020 -2022 PERFORMANCE ON SEWERAGE SERVICE SIANDARDS

NO. ServiceStandard PerformanceTarge,(Schedule2,Paragraph  a ofLicence) Measurements
2020Qtr.14

2021 2021 2021 2021 2022 2022
Jen - Mar Apr -'un J|,I -Sep Oct - Dec lan . Ma,Ap'.June

1 Clearing ofBlockedSewerMains(LicenceRequirement) The ucensee shall clear 909/a of allreportedblockedmainswithin4hoursofthereportbeingreceived. No Data NO  Data NO  Data NO  Data NO Data NO  Data NO  Data

2 OdourControl(LicenceRequirement) The Licensee shall maintain theplantinsuchamannerastominimizecomplaintsofodour.Thereshallbenomorethan5complaintsperloocustomersregardingodourinanymonth. NO  Data No Data No Data No Data NO  Data NO Data NO  Data

3 Swage flaw The Office may from time to time, No Data NO  Data No Inflow No  Inflow No  Inflow NO  Data NO  Data

(OUR introduce additional or vary these Measurement. Measurement. Measurement.
Requirement) service standards and will have Data. Data. Data.

regard to the performance of the Effluent Effluent Effluent

Licensee in meeting these Outflow - Outflow- Outflow -
standards at the tariff review. 248.4 m3/d. 374.4 m3/d. 379.2 m3/d.

7.30.  Due  to  these  information  deficiencies,  the  OUR  was  unable  to  validate  whether  RESL
satisfied the requirements of Schedule 2 paragraph 8 of the Sewerage Licence during the
2020-2022 regulatory period.

RESL's COMPLIANCE WITH REGULATORY REQUIREMENTS

7.31.  During  the  2019  Rate  Review,  the  OUR  after  identifying  several    operational  issues  in
RESL's water/sewerage service operations (related to planning/management strategy, O&M
arrangements,  revenue  metering,  among  others),    and  recognizing  a  complete  lack  of
compliance  with  the  prescribed  regulatory  reporting  requirements,  determined  that  the
company should comply with the requirements set out under Determination 2 of the Interim
Determination  Notice.  Additionally,  the  company  was  expected  to  observe  the  relevant
requirements stipulated in the Licences.

RESL's Reporting Requirements and Compliance Level

7.32.  Even   though   RESL   accepted   and   implemented   the   tariffs   approved   in   the   Interim
Determination Notice, the company falled completely to meet the requirements specified in
the relevant Licences and Determination 2 of the Interim Determination Notice. It was only
after  the  OUR  issued  an  information  request  in  2022  October,  in  relation  to  RESL's
Application, that the reporting requirement was partially fulfilled by the company. Note that
some of the supplied information was already overdue by almost eighteen ( 18) months. The
reporting  status  and  the  extent  of  RESL's  compliance  with  the  applicable  regulatory
reporting requirements over the 2020-2022 rate period are captured in Table 7.4 and Table
7.5 below.
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Table 7.4: RESL's Water Service Reporting Requirements -Compliance Status

NO. Requlrement ReportingFreqiiency SubmissionI)ate RESL Reporting Period OuR's Remarks
2020 2021 2022

1 Volume of WaterProduced Annually By end  of January Data Not Data Not Data  Not
dlrectly followingtheapplicableYear. Submitted SIIbmitted Submltted

2 Volume of Water Sold Annually Same as above Data  NotSubmitted Data  NotSubmitted Data  NotSubmitted

3 Assessment of Annually Same as above Report Not Report Not F(eport Not
unaccounted-for-Water(UFW) Submitted Submitted Submitted

4 Consumption per Annually Same as above Data  No, Data  Not Data  Not
Customer Subm.rtted Submitted Submitted

5 Details of UnservedDemand Annually Same as above Details NotSubmitted Details NotSubmitted Details NotSubmitted

6 Water Qua lily Reports Annua''y Same as above F`eport Not Report Not Report Not Two      (2)      separate      documents
Submitted Submitted Submitted entitled,      "Report      of      BacterialExaminationofWater",forwatersamplescollected2021Nov23and2022Jan10thatwereexaminedbytheNWConsaiddate,with"RichmondDevelopment"namedasthecustomer,wereprovidedbyREslaspartofits2022RateReviewApplication.Testdataprovidedfor2021Jul-2022June,butallthesupportingtestreportswerenotsubmitted

7 Schedu les of Annually Same as above Schedule  Not Schedule  Not Schedule Not
Mai ntena nee Progrm. Submitted Submitted Submitted

8 Reliability of Supply Annually Same as above Report Not Report Not Report Not Monthly   data    for   some    of   the
Report,Number of Planned Submitted Submitted Submitted "planned             and             u npla nnedinterruptions"indicatorsforthe

Interruptions
period 2021July-2022June  which

Percentage of Planned were    submitted    by    RESL    (2022
Interruptions where the October  24)  only  after  the   OUR's
required  24-hour period 2022       October       12       Additional
of Notice is not adhered Information    Request,    which    was
to.Number of unplannedinterruptions found     to     be     inadequate     andincomplete.

Percentage of No    data    was    provided    on    the
unplanned interruptions number of planned  and  unplanned
not restored in therequired24-hourperiod. interruptions,    the    dates,    times,affectedareas,andthenumbercustomersaffectedineachcase

9 Technical  Reports: Quarterly Within  14 days Quarter Z4: Quarter 14: Quarter 14:
Water Quality after the end of Reports Not Reports Not Reports Not
Water PressurePlannedInterruptionsUnplannedlnterri.ptions the  applicableq,,arter. Submitted. Submitted. Submitted.
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Table 7.5: RESL's Sewerage Service Reporting Requirements -Compliance Status
'=-=,;.,1 =  i -c=  s=  i.`   ==   : i  -c  ;-_-_  \c   \=c.`   '= =_,I

=  \___=     \=>`_  s=' _  ='\_-`\==_  s=  ;\   c=  __t=`\c_I   -`  \J  t.  i i  =J==  L`=-.-i  i ,.  .-\-__  J   ,   \-i__  ---i                         JsseE;

No. Requlrement ReportingFrequency SubmlsslonDate RESL Reporting Compliance Remarks
2020 2021 ZOZ2

1 Costs and  revenues Annually By the end of Data  Not Data Not Data Not
associated with eachcustomercategory JanuarydLrectlyfollowingtheApplicableyear. Submitted Submitted Submitted

2 Customer Base reports Annually Same as above Data  Not Data  Not Data  Not A   dataset   was   provided    by
sliowingtotal numberof    . Submitted Submitted Submittec] REsl  (2022  October  24)  only
customers per category (that after the  Ouf`'s  2022  October
is,  industrial,  commercial  or 12      Additional       Information
domestic) Request.

3 Number and type of Annually Same as above Report Not Report Not Report Not
connections to other utilities Submitted Submitted submitted

4 Sewerage report of the Annually Same as above Data Not Data Not Data Not
relevant period detailing:totalvolumeofseweragecollectedfromotherutilities.totaIvolumeofsew-eragetreated. Submitted Submitted Svbmitted

5 Effluent quality reports for Annually Same as above Report Not Report Not Report Not
each quarter Submitted Sl'bmitted Submitted

6 Schedules of Maintenance Annually Same as above Schedule Not Schedule  Not Schedule Not
Pi.ogramme Submitted Submitted Submitted

7 Number of employees Annually Same as above Data  NotSubmitted Data  NotSubmitted Data NotSubmitted

8 Total number of new Annually Same as above Data  Not Data  Not Data Not
applications Submitted Submitted Submitted

9 Total number of new Annually Same as above Data  Not Data  Not Data Not
sewerage coon ections Submitted Submitted Submitted

10 Total number of delinquent Annually Same as above Data Not Data  Not Data Not
customers (three  billingperiod.inarrears) Submitted Submitted Subm.rtted

11 Faults (blockages) reported Annually Same as above Data Not Data Not Data Not
in collection, conveyanceandtreatment Submitted Submitted Submitted

12 Average time taken to clear Annually Same as above Data Not Data Not Data Not
faults Submitted Submitted Submitted

13 Comparison with  NEPA Annually Same as above Information Information Information

environmental qualityStandards Not su bmitted Not Submitted Not Submitted

14 Facilities ln/out of service Annually Same as above Data  Not Data Not Data  Not
and  period of time out Submitted Submitted Submitted

15 Treatment capac`rty of Annua''y Same as above Data  Not Data  Not Data  Not         ;
sewerage plants:planttype(ponds, package,e'c.).installedcapacify.averagethroughput.Availability. Submitted Submitted Submitted

16 Techn ica I Reports Quarterly Within  14  days Quarter 24: Quarter 14: Quarter 14: Effluent Outflow data for 2021
All items required for the after the end of Reports Not Reports Not Reports Not May-Dec    provided    in    RESL's

Annual Reports the  applicable Submitted Submitted Submitted 2022      0CT      24      additional
Sewage flaw quarter.

•information  sii bmission.
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RESL's Compliance with the 2020 Interim Determination Notice Technical
Requirements

7.33.  Determination  2  of the  Interim  Determination  Notice  also  established  specific  technical
requirements for RESL in relation to its water and sewerage service operations.  However,
RESL did not furnish any of the items requested within the specified timeline, and where
supplied, they lacked the details or contents required. The extent of RESL's compliance with
the referenced technical requirements during the 2020-2022 review period is sho\un in Table
7.6 below.
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Table 7.6: RESL's Water/Sewerage Service Technical Requirements -Compliance Status

OUR's 2020 DETERMINATION  NOTICE  REQUIREMEMENTS  FOR  RESL

No Requirement Deta'ls Due Date S,atus OUR Remarks
1 Operational A Guidance  Framework/ Action  Plan, 2020 Items requested A    ``Guidance     Framework

F`equirements including requirements pertaining to the June 3 as per the and Action Plan" document
(Water and planning, operations, maintenance of conditions of the wa s on ly su bin.rtted by F`ESL
Sewerage Systems) facilities,  network diagrams, and  risk 2020 Interim In   response   to   the   OUR's

assessment. This should include: Determination 2022           October           12
Operating policies and procedures for Notice, were Not Additiona I            Information
prudent operation of the water and submitted by Req uest,            on            2022
sewerage systems. RESL November  25   (which   was
Policies and procedures to guide the outstanding  for  almost  18

maintenance of the water and seweragesystemslnfrastructure/facilities.AnoverallMaintenancePlanforthe\^raterandseweragesystemsinfrastructure/facilities,forthree(3)yearsinadvance.RiskManagement/Resiliencestrategytoassessandmitigatepotentialrrskstotheoperationofwaterandseweragesystems. months)

2 Water|Sowerae:a RESL shall  also provide the OUR with No Update The     existing     NEPA/NRCA
System copies of any related licences, or special provided. Licence         to         Dischange
Environmental permits issued to the company by these Sewage      Effluent      (dated
Requirements entities, from time to time. 2019   September   25   andvalidfor5years),wasgrantedtoRDcl,notRESL(theLicenseeauthorizedtoprovidesewerageservices).

3 Water Abstraction RESL shall  provide timely notification  to The required A  copy  of  the   new  WRA
Authorization the OUR of aH applications for renewal of information/ water   abstraction    licence

its water abstraction licence to the WRA, documentation for   the   Coolshade   Spring
and provide copies of such  renewed for the renewal of (effective date: 2021 March
licenses. the relevant WRA 5),   was   not   submitted   to

licences,  as the  Oul`  until  after  almost
specified  ln the 17   months,   when   it   was
2020 DET Notice, included  in  the  2022  Rate
were Not Review    Application.    Also,
furnished  by  RESL. the  new  WRA  licence  wasgrantedtoRDCL,andnotRESL(theLicenseeforprovidingwaterservices).

4 Revenue Meterin8: A description of RESL meter procurement 2020 Items requested Information due from 2020
Requ irements to process. May3 as per the May 3,  was only submitted
satisfy the Listing of all water meters (revenue-type) conditions of the by RESL on 2022 November
conditions of the installed at each service connection  in  MS 2020 Interim 2S,   after   the   OUR's   2022
Meter Testing Excel format,  which  shall  include: Determination October       12       Additional
Admi nistrative and The meter type. Notice, were Not Information Reqi.est.
Operationa I Protocol The meter manufacturer's serial number. submitted  by The   information   provided
(MTAOP). RESL assigned  meter number. RESL. Is            Incomplete            and

Meter installation date.Thespecificmeterlocation and serviceaddress.REslcustomer/premisesnumber.CopiesofanyrelatedPatternApprovalsandAcceptancedocuments. inadequate.
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OUR's Position - RESL's Regulatorv ComDliance

7.34.  As a cautionary note, RESL should be mindful that the persistent neglect of the company's
regulatory  obligations  could  eventually  lead to  the  disintegration  in the  quality  of service
(water and sewerage) provided to the customers. Consequently:

1)   Given the technical findings above, it is important to highlight that RESL's continued
non-compliance with the specified regulatory requirements is unacceptable.

2)   Considering  RESL's  poor  performance  on  the  regulatory  reporting  and  technical
requirements,  it is  imperative that the company take urgent action to address its non-
compliance and implement measures to transition the company to a more responsive,
and structured organization, better oriented towards the provision of sustainable water
and sewerage services.

OUR's TECHNICAL EVALUATION APPROACH

7.35.  To support its determinations on RESL's Application, the  OUR, pursuant to the legal and
regulatory framework, carried out a comprehensive evaluation of the technical components,
in line with the technical review scope outlined above.

Details of Preliminary Technical Review

7.36.  The   OUR's  preliminary   technical   review  of  the  Application,  revealed  that  additional
information was required to facilitate the completion of an in-depth technical evaluation of
the   tariff  proposals.   The   specific   items   that   were   requested   by   the   OUR   and   the
corresponding responses from the RESL are set out in Table 7.7 below.
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Table 7.7: OUR's Additional Information Request (2022 October 12) and RESL's Responses

OUR's ADDITIONAL INFORMA"ON  REQUEST |2022 0CT 12) AND RESL's RESPONSE (2022 0CT 24 and  2022  NOV 25)

Opt RATioNsnECHNlcAL DATA
NO. OuR's Req uest RESL's Response Remarks
4 Monthly electricity bills, for the year ending March2022. Refer to attachments: Water and Copies of monthly lps electricity bills to RDcl

Sewerage Treatment Plants J PS (customer) for 20210CT -2022 MAR,
Bills October 2021 to March 2022. provided for water ia nd sewerage operations

5 Production and consumption data for2019 to 2021 by Refer to attachments: Water Data incom plete/unclear.
ci-stomer type and consumption  bands. Abstraction Reports 2019-2021 & Monthly/annual water production data not

Consiimption Report 2019 -2022. provided.Volumeunit for consumption  not stated

6 Current customer base (by customer type and meter Refer to attachment: Customer All 1,035 accounts listed by RESL were
size). Base. classlfied as "Residentia l''.About20oftheseaccounts do not qualify fortheresidentialrateclass.

7 Number of staff by job functions. Refer to organizational chart Listing of RESL's staff   byjob function
attached. provided.Totalstaff - 12

8 Updated water Abstraction  License for Coolshade Befer to attachment: Abstraction A copy of the new WRA licence for water
Spring. Licence  Coolshade Spring &  Well #2. abstraction from the Coolshade Spring(effectivedate:2021March5)wasi}rovided.ThenewWRALicencewasgrantedtoRDCL,andnotF`ESL(theLlcenseeforprovidingwaterservices).

9 Water Quality Reports and Test Results. Refer to attachment:  NWC WaterQualityReports1&2. I na dequate Information.

10 Water Pressure Measurement fteports Refer to attachments:  OVERALLSTANDARDS2021andOVERALLSTANDARDSJanuary-June2022, Inadequate  Information.

11 Service Quality Performance Data with  regards to Refer to attachments: OVERALL Inadequate Information.
planned and  unplanned service Interruptions. STANDARDS  2021 and  OVERALLSTANDAf`DSJanuary-Jiine2022.

1Z Updated  nyEPA/NRCA  issued  Licences Refer to attachments:  NEPA/NRCA The existing NEPA/NRCA  Licence to  Discharge
Wastewater Treatment Plant & Sewage Effluent (dated 2019 September 25
N E PA/N RCA Sewage  Licences. and valid for 5 years), granted to RDcl, notRESL(theLicenseeauthorizedtoprovidesewerageservices)

13 Customer Service Charter |draft) Refer to attachment: CustomerServiceCharter(Draft).

14 Details regarding RESL's water meter procurement Refer to attachment: Bureau of
process including a copy of any related  Pattern Standards -Test Report -Sensus
Approval and Acceptance  Documents SRll-2015
Inventory list of all RESL's revenue-type water meters Refer to attachment..  RESL.s Incomplete.
(in  Excel  Format). revenue-type water meters

15 Technical Reports covering parameters set out under Refer to attachments:   OVERALL Inadequate I nformation.
Schedule 2 of the ucence. STANDARDS 2021 and  OVERALLSTANDARDSJanuary-June2022

16 Sewage flow measurements and related analysis Refer to attachment: Sewerage incomplete
reports. measurements 2021 -2022.

17 A Guidance Framework/Action  Plan for the next three We will provide the relevant Guidance Framework & Action  Plan
(3) years with regards to f`ESL's operating policies and documents in due course. document provided in   RESL's 2022
procedures implemented/bei n8 considered to assure November 25 additional information
prudent system operation and the provision of a submission.
reasonable qual.ity of service to customers, which shall
include network diagrams, facility maintenance plans

(inclusive of replacement inventories,  Inspection
schedules, major rna i ntena nce activitles, statuto ry
requirements if any) and risk assessment strategy

(including continual  infrastructure  Integrity
assessment methodology, continiious equipment

performance assessment approach and the level of
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OUR's ADDITIONAL INFORMA"ON  REQUEST (2022  0CT 12) AND RESL's  RESPONSE (2022 0CT 24 and  2022 NOV 25)

OPERA"ONS^ECIINICAI DATA
NO. OU R's Request RESL's Response Remarks

integration of equipment redundancies and

cont`tngencies in the water supply System).

OUR's TECHNICAL EVALUATION OF RESL RATE REVIEW PROPOSALS

7.37.  With regard to the water source, a Lease Agreement for access to the Richmond #2 well was
provided as part of the RESL's 2022 November 25 additional information submission.

7.38.  According to RESL, the volume of water that is extracted from the well and treated for use
is materially the sane. However, the Lease Agreement, includes a provision for the Owner
to use the User's equipment, free of charge, to extract water from the well for the Owner's
personal or commercial use. The terms of the Lease were apparently negotiated  between the
Owner and RDCL, to the exclusion of RESL.  In terms of the physical setup, it was observed
during the  OUR's  site visit to the Richmond Development on 2022  December 20,  that a
pipeline was connected to the well pump discharge line (with the.meter installed), to charmel
water to the Owner (refer to Figure 7.2 below). RESL could not quantify the precise volume
of water  diverted  to  the  Owner.  Note  also  that  while  costs  associated  with  the  Lease
Agreement were reflected in RESL's annual operating costs, no estimate of the cost of the
water diverted to the Owner was presented as an offset, even though all the costs of water
abstraction previously mentioned, were proposed to be fully recovered from the ratepayers.
In keeping with the principle of cost causation and allocation, the volumes of water used by
the Owner and the associated costs should be quantified.
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Water CousumDtion bv Related Partv

7.39.  RESL asserted that RDCL assumes 45% of the cost of water al]stracted from the Richmond
#2 well, and that the water supplied to RDCL is not charged as revenue dy RESL.  In the
Application,   RESL   did   not   provide   the   basis   of  this   assumption,   nor   supporting
documentation.

7.40.  Under conditions where regulated water is provided by the utility to an affiliate entity for
which no payment will be made,  regulatory principles  suggest that the  quantity  supplied
should be metered and billed, and the associated revenue applied as an offiet to the revenue
requirement,  to  be  recovered  through  the  approved  rates.  On  the  other  hand,  there  are
administrative  costs  associated with water/sewerage  supply  bone by  RDCL  that are  not
captured in RESL's costs. In the absence of detailed data on the costs bet\veen the related
parties, these considerations were left out of the tariff calculatious. Notwithstanding, RESL
shall  be  requrired  in  subsequent rate  review  applications  to  provide  details  on  the  water
consumed by RDCL and the shared costs between the two companies.

Electric Power Supply and Costs - Water/Sewerage System

7.41.  It was confirmed during the OUR's 2022 December 20 site visit that RESL has maintained
a dependable and stable electric power supply to ensure reliable and continuous operation of
the water and sewerage systems in the Richmond Development. The power source options
available include a primary supply from the Jamaica Public Service Company Limited (JPS)
power grid, delivered as a 415V, 3-phase, 50Hz AC supply, and back-up power  in the form
of a  standby  diesel  generator  with  adequate  capacity  to  power the  electrical  equipment
utilized in the water and sewerage systems. The OUR considered these sources of electricity
supply to be acceptable and adequate.
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Water/Sewerage System - Electricity Usage and Costs

7.42.  For 2021 and 2022, the quantity of electricity used in the operation of the water and sewerage
system, and corresponding costs are shown in Figure 7.3 below.

Figure 7.3: Water/Sewerage System -Electricity Usage and Costs (2021-2022)

Wa`ei System Electrlcity usage and Costs (meterfu Z.acll6) Sewerage System Electrl€ity usage and Costs (metertt 23acll4)

Month FX  Rate
Consiimption

Total (S) Month FX flate
Consumption

Total  (S)kwh kvA kwh kvA
2021 Jen 149.6129 11,802.cO 48.00 cos,197.72 2021 Ja n 149.6129 9,302.40 S45,477.36
2021 Fob 1S1.9405 12,716.40 SO.40 712,431.69 2021 Feb rsi.94Os 9,724.00 639,104.05
2021  Mar 146.5813 13,240.80 57.cO 630,894.42 2021 Ma, 146.S813 4,S77.60 247,6SO.6l
2021 Apr 154.3078 18,480.00 61.20 92,.121.32 2021 Apr 154.3078 6,006.40 371,849.52
2021 May 149.3S24 13,BOO.00 61.20 684,217.82 2021 May 149.3524 6,70|.cO 367,899.38
2021 Jun 148.S164 16,404.00 61.20 773,023.97 2021 Jun 148.S164 6,724.00 377,569.1S
2021 J u I 1j4.S879 11,676.00 S2.80 597,994.80 2021 Jul 154.5879 8,336.00 467,183.77
2021 Au£ 1S2.09lo 12,3cO.00 52.80 639,519.24 2021 Auk ls2.0910 7,116.cO 414,497.97
2021  Sep 147.2441 10,920.00 S2.80 S72,302.47 2021 Sep 147.2441 7,loo.cO 401,289.46
20210ct 1SS.6587 12,9cO.cO SO.40 692,341.07 2021 Oct 1S5.6587 8,575.20 519,661.53
2021 Nov 156.6721 11,520.00 50.40 739,070.11 2021 Nov 1S6.6721 9,242.40 646,918.18

2021 eec 155.0878 12,29S.20 42.24 690,186.25 2021 Dec rs5.0878 7,864.80 S20,718.77

2o2i TorAL 1Sl.8044 158,174.cO 8,2S8,906.cO 2021 TOTAL 151,80q 91,270.cg N/A S,519,819.76

2022 Jen 1S7.0589 11,286.cO SO.40 687,666.67 Z022 Jar' rs7.0589 9106.40 631.939,92
2022 Feb 155.cO29 14.019.60 50.40 908,040.82 2022 Feb 1S5.cO29 11904.80 912,597.75
2022 Mar 153.7801 14,167.20 SO.40 8cO,852.73 2022 Mar 1S3.7801 1212|.cO 815,432.05
2022 Aor ".8SS6 12,072.00 42.00 736,942.01 2022 Ap, 1S4.85S6 12737.60 9ee,991.69
2022 May lsd.7429 9,242.40 44.cO 610,273.56 2022 May 154.7429 6143.20 442,396.71

2022 J u n lil.5S80 10,610.40 46.80 694,238.26 2022 Jun rsi.558o 7476.80 S36,482.62

2022 J u I 153.6414 11.829.60 50.40 78l,661.1S 2022 Ju' 153.6414 9166.40 6S8.394.21
2022 A|'£ 1S1.cO20 8,904.00 40.32 S70,043.98 2022 AUR 1S1.6020 7773.cO 510,043.03

2022 Sop 152.8195 8,9sO.80 40.32 632,223.09 2022 Sep 1S2.8195 8279.ZO 617,1S2.39

2022 act 1S4.1349 9,182.40 40.32 579,649.47 2022 Oat in.1349 6980.00 469,012.52
2022 Nov 154.7128 10,978.80 40.32 662,8S2.S1 2022 Nov 1S4.7128 9|cO.00 627,176.88
2022 Dec 152.0521 11,185.20 40.32 610,356.73 2022 eec 1S2.052l 8556.80 S34,856`06

20Z2 TOTAL 159." 132,428.cO 8274xp.99 2022 TOTAL 153.in io9pe.40 N/A 7,66S.475.82

7.43.  For  the  water  supply  system,  the  data  shows  that  although  the  2022  amual  electricity
consumption  (132,428)  decreased  by  25,746  kwh  (19.4%)  relative  to  the  2021   usage
( 15 8,174 kwh), the corresponding electricity costs were largely constant at approximately
J$8.3million. This was largely due to the combined effect of the FX rate changes, fuel rate
and demand charge,

7.44.  In contrast, the 2022 annual consumption for the sewerage system ( 109,406 kwh) increased
by  18,136 kwh over the 2021  usage (91,270kwh), with a commensurate cost increase of
J$2.15  million.
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Efficienev Indicators for Electricitv CousumDtion

7.45.  In general terms, the provision of water and sewerage services using small utility systems
such as those operating in Richmond, is normally a very energy-intensive activity.  Given
that facilities are usually affected by economies of scale, it is of necessity that emphasis is
placed on energy efficieney (EE) measures/indicators to ensure the minimization of energy
consumption in the operation of these utility systems.

7.46.  Against this background, it is deemed critical to assess RESL's EE performance in its water
and sewerage services operations, against established benchmarks, by considering the ratios
of energy consumed to the volume of water produced, in the case of the water service, and
for the sewerage service, the energy consumed to the volume of wastewater (WW) treated.

7.47.  Using the electricity consumption and water produetion data provided, the EE indicators and
other  related  parameters   were   derived   by   the   OUR,   which   were   compared   against
benchmarks, as presented in Table 7.9 below.

Table 7.9: EE Indicators for RESL's water and Sewerage Service Operations

EE INDICATORS FOR RESL's WATER AND SEWERAGE SERVICE OPERATIONS
components 2020 2021 202Z Average Benchmark(TyplcalforSmallSystems) OuREstlmatioRevenue

r' forReq

POTABIEWATER

Water produced  (USG) 105,920,500 104,926,900 105,379,600 105,408,667
Water produced (m3) 400,952.64 397,191 398,901 399,015.14 399,015
Total  Electricity Cons.  (kwh) 148,052.40 158,174.40 132,428 146,218.40 147,636
Total  Elect Cost (JSM) -Actual 6,235,195.61 8,258,907 8,274,801 7,589,634

:#:¥u;cegd7k##jRE#::~r\.>#±.. `+----,-:----1`-.1- ``i±        -=i-, --:-                 -:,    ,,--:..
-:--. --i :,,-:..

_--------I

Ave cost per kwh (JS/kwh) 42.11 52.21 62.49 52.27 57.50
Projected annual  Elect Cost (JSM)

WASTE WATER (WW)

WW Treated (USG) 105,920,500 104,927,9cO 105,379 105,408,667
Water produced  (m3) 400,952.64 397,191 398,901 399,015.14 399,015
Total  Electricity Cons. (kwh) 101,181.60 91,270 log,406 loo,619 115,714
Total  Elect Cost (JSM) -Actual 5,226,015.08 5,519,820 7,665,476 6,137,104
Electridtycon.speTwluneo`fwi€,treated(kvyb/in3}Avecostperkwh(JS/kwh) I fgr-- \+ `r--,,

L----

_.___-_-                         i

`   I  =C    ,>--

51.65 60.48 70.06 60.73 66.80
Projected annual  Elect Cost (JSM) 104,927 105,379 +

7.48.  Arising from the OUR's assessment the following key points were observed:

1 )   The energy consumption per unit volume of water produced (kwh/m3) and the energy
consumption per unit volume of wastewater treated (kwh/m3) are within acceptable
limits,  and  this  suggests  that  utilization  of  electricity  in  the  operations  is  within
reasonable degrees of efficiency.
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2)   Applying  the  EE  indicators  and  related  parameters,  the  OUR  estimated  the  annual
electricity  costs  for  the  water  and  sewerage  service  operations  as  J$8.5  million  and
J$7.73 million, respectively.

7.49.  With respect to the water service operations, the annual total electricity cost as reflected in
the JPS bills represents the total cost for producing water.

Energv Efficiencv Initiatives

7.50.  While the  EE performance of the water and sewerage  system seems reasonal)le, this  does
not mean that there is no scope for improvement. Considering the focus on EE as a means
of improving overall operational efficieney, to delay capital investments and for reducing
the carbon footprint; the OUR is of the view that RESL should be incentivised to implement
feasible   EE  measures.   This  would  lower  overall   energy  consumption   and  costs,   and
contribute  to  the  financial  and  environmental  sustainability  of the  water  and  sewerage
operation over the long-term. Some of the EE measures that may be considered include:

•     Incorporating EE practices into daily system operations.
•     Optimization of system operations.
•     Utilizing new, energyrefficient technologies.
•     Installing premium efficiency motors and varial]le speed drives (VSD);
•     Developing alternative pumping schemes and pulnp system upgrades.
•     Installing adequate controls and monitoring systems.
•     Condueting benchmarking and energy audits.
•     Shifting power consumption from on-peak to off-peak hours.
•     Adding storage or more eifectively using existing storage facilities.
•     Promoting water conservation and use of energy efficient equipment/products; and
•     Reducing water losses/leakages.

Management of the Licensed Business (Water and Sewerage Services)

RESL's Guidance Framework/Action Plan (water and sewerage1

7.51.  To provide relial)le water and sewerage services at reasonable rates, the company is expected
to  ensure  optimal  system  operations  at  all  times,  to  minimize  total  operating  costs,  while
improving  overall  efficiency,  relial>ility  and  "quality  of service"  performance.  While  the
realization  of this  objective  is  essential,  it  is  also  imperative  for the  company  to  employ
prudent  asset  management  strategies  to  limit  malfunction  and  undue  degradation  of key
water/sewerage infrastructure assets over time, particularly the major facilities/equipment
that have been in service since the commencement of commercial operations. Note also that
the water and sewerage systems as designed and constructed are expected to operate within
the respective  minimum  functional  specifications to  deliver safe,  adequate,  efficient,  and
reliable water and  sewerage  services to the  RIchmond Development over the term of the
Licences.
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7.52.  Recognizing these critical factors, the OUR in the Interim Determination Notice, determined
that  RESL  was  required  to  develop  a  "Guidance  Framework/Action  Plan"  to  guide  the
water/sewerage  service operations over the  long-term.  As  was  specified by the  OUR, this
Framework/Action   Plan  was   to   include  requirements   pertaining   to   system  planning,
operations (policies and procedures), maintenance of facilities, as-built network diagrams,
and risk assessment. RESL was required to submit this document to the OUR within three
(3) months of the effective date of the Interim Determination Notice.

7.53.  However,  RESL  submitted the  Guidance  Framework/Action  Plan  on  2022  November  25
after   the   OUR's   2022   October   12   additional   information   request   in   relation   to   its
Application.  The  OUR's  review  of the  document  revealed  that  it  was  limited  in  several
aspects and did not include some of the key requirements specified by the OUR.

Water/Sewerage Sv stem Maintenance Rea_uirements

7.54.  As  stipulated in the Licences,  RESL  shall maintain and keep in good repair all equipment
used in carrying out the Licensed Business. In doing so, the company would be required to
develop prudent maintenance policies/procedures and adhere to these guidelines, to assure
efficient, reliable and cost-effective water/sewerage supply to customers.

7.55.  Having regard to these conditions, the OUR in the Interim Determination Notice determined
that RESL  shall  develop  appropriate  policies/procedures  to  guide  the  maintenance  of the
water/sewerage    system    infrastructure/facilities,    to    be    included    in    the    Guidance
Framework/Action Plan. The company was also required to develop an overall Maintenance
Plan  for the  water/sewerage  system  infrastructure/facilities  for three  (3)  years  in  advance
with certain specified conditions, to be submitted to the OUR, within three (3) months after
the  effective  date  of the  Interim  Determination  Notice,  and  thereafter,  review  the  plan
annually and update as necessary, then submit the revised plan to the OUR in the month of
January following the applicable year.

7.56.  The required maintenance plans as specified were not provided by RESL. In the Guidance
Framework/Action  Plan  submitted  on  2022  November  25,  the  company  included  very
limited  information  on  its  maintenance  strategy,  which  did  not  satisfy  the  requirements
specified in the Interim Determination Notice.

7.57.  In terms of costs, the scope of the maintenance programme presented was very limited and
did not allow for any meaningful evaluation of present and future "repairs and maintenance"
expenditures.

OUR's Position

7.58.  Given the issues highlighted, the OUR position is that going forward the company shall:

1)   Implement  appropriate  measures  and  management  controls  to  eliminate  the  embedded
defects and inefficiencies in its management/operating process and ensure full compliance
with the prescribed legal and regulatory requirements.

2)   Review and update the  Guidance Framework/Action to  reflect,  among other things, the
requirements specified in the Interim Determination Notice. This shall be submitted within
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three  (3)  months  of the  effective  date  of this  Determination  Notice.  RESL  may  seek
consultations with the OUR on this matter if necessary.

3)   Develop  the  armual  Maintenance  Plans  (3-year  plan)  for  the  water/sewerage  system
infrastructure facilities (production, treatment, distribution and storage), reflecting, among
other things,  the relevant OEM' s maintenance requirements,  schedule of inspections and
major   maintenance   activities   (start   and   end   dates),   spare   equipment   &   supplies   in
inventory,  and  statutory  maintenance  requirements  (where  applicable),  which  shall  be
submitted as separate documents to the OUR, within three (3) months after the effective
date  of this  Determination Notice.  Thereafter  and  for the  remaining  period  of RESL's
Licences, RESL shall review the plan at the end of each year and update as necessary and
submit the revised plan to the OUR by the end of January following the applicable year.

RESL Water Service -Performance Requirements

Water Production Capacity and Demand Reqluirements

7.59.  Based on the annual water production volumes reported for the water supply system  since
the start of commercial operations, it was established that these annual water outputs to date
only represent up to 32.5% of the annual water abstraction limit (3,500 m3/day) permitted
by the WRA licence. This means that with ten (10) years of the twenty-year Water Supply
Licence term having already elapsed and no massive growth in water demand expected over
the remaining period, there should be no breach of the WRA water abstraction limit for the
Richmond #2 Well to supply water to the Richmond service area. From these indications, it
can be deduced that with prudent O&M practices and procedures, the water supply system
should  have  sufficient  production  capacity,  on  a  sustained  basis,  to  meet  the  existing
(~200,000 m3) and incremental potable water demand in the Richmond Development.

Treatment of Non-Revenue Water

7.60.  In water utilities operation, NRW mainly involves water losses, which is comprised of two
major components:  apparent losses and real  losses.  Apparent losses relate to  unauthorised
water   consumption,   metering   inaccuracies   and   billing   and   accounting   errors.   If  not
addressed, these losses can become problematic,  consequently  depriving the company  of
needed revenues and distorting customer consumption data and usage patterns. On the other
hand,   real   losses   are   physical   water   losses   (mainly   leakages   and   overflows)   in   the
distribution network, which can severely impact the company's operations with significant
cost implications.

7.61.  With respect to RESL's water service operations, the NRW level for 2019, 2020, 2021  and
2022  was  estimated  at  50.92%,  46.88%,  52.61%  and  54.21%  of the  armual  system  input
volume,  respectively, which are uncharacteristic  for small water utility systems (1)ased on
industry benchmarks). Since NRW is a key performance indicator of efficiency, it therefore
means that these armual NRW measurements,  are reflective of low operational efficiency
and  a  lack  of proper  water accounting  and  internal  controls  by  RESL  in  the  process  of
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canying out the Licensed Business. The consequences of such deficiencies are far-reaching,
as high NRW levels erode water revenues and deplete financial resources. This in turn, could
lead to under investment  in water network/infrastructure,  which  could  further exacerbate
system   inefficiencies  that  will  undoubtedly  precipitate   other  adverse   effects,   such  as
degraded service quality.

7.62.  From further examination of the data, it was deduced that the major cause of the high levels
of NRW in the water network was not attributable to "real water losses" (leakage, overflows,
etc), but instead, were largely due to "Authorized Unmetered/Unbilled Consumption" in the
Richmond Development.  However,  RESL  has provided no details  on the  specific  sources
and breal{down of NRW in the system.

7.63.  As  a   point  of reference,  RESL  indicated  during  the  2019  Rate  Review process,  that  its
annual NRW for 2018 was approximately 50°/o, which was largely caused by the authorized
unmetered water usage in the Development, from the following operations:

•     Supermarket owned by RDCL.
•     Construction activities in the Development being done by RDCL.
•     Office canteen and staff change rooms activities; and
•     Flushing of sewer mains and sewerage treatment plant (STP) facilities.

7.64.  While RESL did not account for the relevant NRW volumes in its Application, the details
relating to the  2018  NRW performance and causation, would appear to  show a consistent
NRW profile for subsequent years. In the OUR' s view, this NRW performance pattern infers
that the same causation factors  identified by RESL  in 2019, have not been addressed,  and
continue to be the primary sources of the recorded high NRW in the water network.

7.65.  In that context, the indicated NRW constituents should not be reported as actual water losses
as   defined   but   rather   as   RESL's   unbilled   internal   commercial   water   consumption.
Accordingly, the estimated water volume for each component should be accounted for as
water sales and not NRW.  On that basis, the company needs to take appropriate action to
address this situation.  In the case of the sewerage plant operation, this is a separate service
governed by a different licence. Therefore, any water input to the sewerage operation from
RESL's water supply system, should be metered and billed. Additionally, it should be noted
that the water balance does not provide any specific information on fire water requirements.

7.66.  In  Section  7  of the   Interim  Determination Notice,  the  OUR  specified  that  RESL  should
ensure that the  supply  of regulated water to a related party  (RDCL)  for commercial  and
construction  operations,  and  other  purposes,  in  the  RIchmond  service  area,  should  be
accounted for as "billed water sales" and not NRW, and take appropriate action to address
the  issue  of  unmetered/unbilled  water  consumption  by  affiliate  entities.   However,  the
information  provided  in  the  Application  indicates  that  RESL  did  not  install  the  required
revenue meters to accurately account for the unmetered/unbilled water provided to related
parties, to properly account for water supplied as "billed consumption" and not NRW.

Richmond Environmental Services Limited Water and Sewerage Rates

Determination Notice. Document No. 2023/WAS/002mET.001 Page 62 of 83



RDCL Water Usage and Contribution to NRW

7.67.  According to  RESL,  approximately  45%  of the  regulated water  supplied to  RDCL  is  not
charged as revenue by RESL. It contends that the annual total water abstracted minus the
sum of monthly metered consumption and the assumed amount for RDCL should represent
the   NRW.    However,    the    application    of   the    standard    water   balance    framework
(IWA/IWWA),  would  classify  the  water  supplied  to  RDCL  as  an  unmetered/unbilled
quantity, which is recognized as a component of NRW.

Water for Sewerage Svstem ODerations

7.68.  For water used in the sewerage system, the OUR reasoned that such operations involve a
separate  service  governed  by  a  different  licence,  therefore,  any  water  supplied  for  the
flushing   of  sewer  mains   and   other  uses,   must  be   metered   and   recorded   as   "billed
consumption". In the OUR's view, these are weaknesses in how water is accounted for, and
specific requirements must be addressed by RESL immediately after the implementation of
this Determination Notice.

OUR's Position - NRW

7.69.  Having regard to the described issues and factors, the OUR's is of the view that RESL shall:

1)   Implement  the  appropriate  metering  in  water  network  to  accurately  measure  and
account for all authorized water consumption in the Richmond service area, which shall
include  the  installation  of revenue-grade  water  meters  (approved  by  the  OUR)  at
facilities and operations controlled by RDCL, which shall be completed within four (4)
months of the effective date of this Determination Notice.

2)   Properly account for all the components of NRW in the water network and provide a
monthly  breakdown of the NRW components/sources  and estimated volumes  in the
quarterly Technical Reports to be submitted to the OUR.

3)   Employ reasonable efforts to reduee and maintain NRW within acceptable levels.

Customer Base Issues

7.70.  According  to  the  customer base  data provided,  there  are  currently  1,042  metered  service
accounts in the Richmond Development, which were all classified as residential service. The
data also  shows  25  of these  1,042  accounts  are associated  with premises/facilities  (parks,
gym,  pool/clubhouse,  and  others)  that  do  not qualify  for the residential  rate  class,  but no
explanation for these non-residential facilities was provided by RESL.

Revenue Metering

7.71.  In the Interim Determination Notice, the  OUR established that for the Licenced Business,
RESL  shall  ensure  that  all  revenue-type  water meters  installed  at  each  customer  supply
connection in  the  service  area,  is  in conformity  with   the  requirements  of Water  Supply
Licence and the Meter Testing Administrative and Operational Protocol for the Electricity
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and Water Sectors in Jamaica, 2017 (MTAOP).  In addition, RESL was to provide specific
information on  all  revenue  water meters  installed  in the water network  which was  to  be
submitted within one (1) month of the effective date of the Interim Determination Notice.
However, RESL only submitted a dataset on the metering requirements 2022 November 25,
after the OUR's 2022 October 12 additional information request.

7.72.  The  OUR's  review  of the  dataset  found  it  to  be  inadequate  and  incomplete  and  without
details of the specific meter types used and the installation date for all the meters.

7.73.  It  was  also  observed  that  some  water  meters  were  installed  by  RESL  in  2021  and  2022,
which were not approved by the OUR.   The MTAOP which was published in the Jamaica
Gazette and implemented in 2017 October, requires regulated entities, including RESL, to
obtain Pattern Approval and Acceptance Approval from the OUR before any revenue water
meter can be deployed in the water networks.

7.74.  This   was   not   done   by   RESL   for   revenue   water   meters   installed   in   the   Richmond
Development since the implementation of the MTAOP,  and constitutes a violation of the
relevant  regulations,  standards,  and  protocols.  Also,  no  documentation  was  provided  by
RESL,  indicating that it is permitted to  install the meters  in the  system.  Accordingly,  any
metering/billing issue or complaint by customers arising from those meters will by default
be resolved in favour of the customers.

7.75.  Given the ramifications of this issue, RESL shall take the necessary steps to normalize the
status of the metering devices in question, subject to the provisions of the framework, which
shall be fully completed within four (4) months of the effective date of this Determination
Notice.

Water SuDDlv ReliabiHtv

7.76. This  component  relates to  the  availability  and  continuity  of potable  water  services to  all
customers  connected  to  the  water  supply  system  and  is  considered  a  key  factor  for
assessment of overall system relial]ility and service delivery performance. Essentially, this
dimension involves frequency, duration, and severity of water supply interruptions ®lanned
and  unplanned),  as  well  as  daily  water  demand/capacity  dynamics,  and  other  relevant
metrics.

7.77.  Based on the metering data provided, there are currently  1,042 metered service accounts in
the  Richmond  Development,  contributing  to  an  annual  average  water  consumption  of
approximately 200,000 m3, with potential for future demand expansion. In serving the water
demand, RESL has the obligation to provide full ( 100%) coverage with acceptable reliability
and water quality, regardless of occupancy level.

Planned and UnDlanned IntemiDtious

7.78.  In evaluating  service  relial]ility performance, planned  and unplanned  supply  interruptions
provide a basis for deriving the relevant metrics and indicators.
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With respect to RESL' s water service operations, for the new regulatory period, the company
shall  comply  with  requirements  for planned  and  unplanned  interruptions  as  stipulated  in
Schedule 2, paragraphs D and I 3.h. of the Water Supply Licence.

7.79.  Subject  to  the  Water  Supply  Licence  requirements,  the  reliability  report  on  planned  and
unplanned interruptions to be  submitted by  RESL to the  OUR shall  be  structured in MS
Excel  format,  and  in  addition  to  the  data/contents  required  for the  annual  reports,  shall
include a listing of the outages/interruptions that occurred each month, with details on the
specific cause, date,  start time, duration of each outage, and the number of customers and
area  affected  by  each  outage.  This  reliability  report  shall  be  submitted  to  OUR  within
fourteen (14) days after the end of each applicable quarter.

\Vater OuaHtv Requirements

7.80.  Pursuant to the existing legal and regulatory framework, this standard shall continue to apply
as per the requirements of Schedule 2, paragraph A of the Water Supply Licence, which are
minimum   requirements.   Notwithstanding,   as  previously   indicated   the   OUR's   review
identified several issues with the frequency and scope of the water quality testing  prescribed
by the Water Supply Licence, along with some inconsistencies in contents of the test reports.
In addition, RESL failed to submit all the test reports for the water quality testing purportedly
done during the 2021-2022 time frame.  This information gap did not allow for a complete
assessment  as  to  whether  RESL  was  fully  satisfying  the  requirements  of  Schedule  2,
paragraph A of the Water Supply Licence.

7.81.   Arising from these revelations, the OUR's finds it necessary to stipulate   that RESL shall,
in accordance with prudent utility practice, put in place proper systems/processes to ensure
that  the  potable  water  supplied  to  customers  in  the  Richmond  service  area  meets  the
prescribed water quality standard.

Water Pressure Reouirements

7.82.  As dictated by the existing legal and regulatory requirements, this standard shall continue to

apply  as per the  requirements  of Schedule 2,  paragraph C  of the  Water  Supply  Licence.
However, as previously described, the full dataset on pressure levels in the water network
during the 2020-2022 rate period was not provided by RESL.

7.83.  Consequently, based on these findings, the OUR's position is outlined as follows:

1)  RESL   shall,   in   accordance   with   pmdent   utility   practice,   put   in   place   proper
systems/processes to ensure that the pressure of water supplied to customers is managecd
and maintained in the prescribed range (20 - 60 psi).

2)  RESL shall establish designated water pressure check points to ensure that there are no
water supply pressure breaches throughout the water distribution network.

7.84.  The  water pressure  measurements  taken  by  RESL  each  month,  shall  be  reported  in  the
quarterly Technical Reports to be submitted to the OUR.
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Water Abstraction Reouirements

7.85.  It is of critical importance that RESL ensures that the relevant water abstraction licences are
valid.  Pursuant to the requirements of the Water Supply Licence, RESL in canying out the
Licensed Business shall conform to the relevant environmental standards estal)lished by the
National Environmental Planning Agency (NEPA) and the Natural Resources Conservation
Authority ourcA).

7.86.  The OUR has noted that the Water Resource Authorities (WRA) Iicences were granted to
RDCL  and not  RESL  (the  Licensee).  The  most recent  being  the  Coolshade  Spring  water
al)straction licence, which was rene\ved on 2021  March 5, with RDCL as the licensee.  On
this matter, the OUR takes the view that since RESL is the water utility company it would
be prudent that all relevant regulatory instruments, including the water at]straction licences
be obtained by RESL in its own name prior to any further tariff applications.

7.87.     It was also observed that the Richmond #2 Well water abstraction licence (issue date: 2018
February 26) has expired. In this regard, if it has not yet been renewed, it should be done
immediately   to ensure that the abstraction of water for the provision of regulated water
service in the Richmond Development is done legitimately.

7.88.     RESL  shall  be  required  to  submit  to  the  OUR  copies  of any  renewed  and/or  modified
licences, or special permits (pertaining to regulated water service) issued to the company
by these regulatory agencies, from time to time.

Regulatory Rel)orting Requirements -Water Service

7.89.     Pursuant  to  the  existing  legal  and  regulatory  framework,  the  water  service  reporting
requirements  specified  in  Schedule  2,  paragraph  I  of the  Water  Supply  Licence  shall
continue to  apply.  Accordingly,  RESL  shall  submit to  the  OUR on an armual  basis,  the
following technical information:

a)   Volume of water produced.
b)   Volume of water sold.
c)   Assessment of unaccounted-for-water (UFW).
d)   Consumption per customer category.
e)    Details of any unserved demand.

D    Water quality reports.
g)   Schedules of maintenance programme.
h)   Reliability of supply report for relevant period detailing:

•     Number ofplarmed interruptions.
•     Percentage ofplarmed intermptions where the required 24-hour period of

Notice is not adhered to.
•     Number ofunplarmed interruptions; and
•     Percentage of unplanned interruptions not restored in the required 24-hour

period.
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Technical ReDorts

7.90.     To ensure that the company fulfils its regulatory obligations. The OUR requires that RESL
shall continue to submit the following reports:

1)   Quarterly   Technical   Reports   covering,   anong   other   things,   all   the   reporting
requirements and performance indicators set out under Schedule 2 of the Water Supply
Licence, which must be submitted for each applicable quarter prior to the submission
of the  full  annual  report  for each  calendar year during  the  remaining  period  of the
Licences.  These  reports  shall  also  include  other  identified  items  specified  in  this
Determination Notice,  and  shall be submitted to the OUR within fourteen (14) days
after the end of each applicable quarter; and

2)   Any other technical data/reports related to the water system that the OUR may consider
necessary, from time to time.

REL Sewerage Service

Sewage Treatment CaDacitv

7.91.     Based on the design specificatious and capacity of the STP (3,028 m3/day), relative to the
current maximum influent wastewater volumes  (~ 450 m3/day),  barring any unforeseen
circumstances,  the  system  is  expected to  have the  sufficient  sewage  treatment capacity
available  to  provide  safe  and  reliable  sewerage  services  in the  Richmond  Development
over the remaining period of the Sewerage Licence.

Sewerage Service Performance Standards

7.92.     Pursuant to the existing legal and regulatory framework, the sewerage service standards set
out under Schedule 2, paragraph 8 of the Sewerage Licence (minimum requirements for
clearing blocked sewer mains and odour control), shall be observed by the Licensee.

OUR's Position

7.93.     Given the  gaps  in RESL's  reporting,  the  OUR requires  that  going  forward,  RESL  shall
ensure that all the relevant information on the prescribed sewerage service standards (as
per the Interim Determination Notice) are submitted as specified by the OUR in a timely
marmer.

Sewerage Svstem Environmental Requirements

7.94.     Additionally,  RESL  shall  submit  to  the  OUR  copies  of any  renewed  and/or  modifietd
licences,   or  special  permits  (pertaining  to  regulated  sewerage  service)   issued  to  the
company by the relevant regulatory agencies, from time to time.
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Regulatory Reporting Requirements - Sewerage Service

7.95.     Pursuant to the  existing  legal  and  regulatory  framework,  the  sewerage  service  reporting
requirements specified in Schedule 2, paragraph E of the Sewerage Licence shall continue
to apply.  Accordingly,  RESL shall  submit to the OUR on an annual basis, the following
information:

I)   Costs and revenues associated with each customer category.
2)   Customer based reports showing total number of customers per category (that is,

industrial, commercial, or domestic).
3)   Number and type of connections to other utilities.
4)   Sewerage report of the relevant period detailing:

a)   total volume of sewerage collected from other utilities; and
b)   total volume of sewerage treated.

5)   Effluent quality reports for each quarter.
6)   Schedules of maintenance programme.
7)   Number of employees.
8)   Total number of new applications.
9)   Total number of new sewerage connections.
10) Total nuinber of delinquent customers (three billing period in arrears).
11 ) Fault (blockages) reported in collection, conveyance and treatment.
12) Average time taken to clear faults.
13) Comparison with NEPA environmental quality standards.
14) Facilities in/out of service and period of time out.
15) Treatment capacity of sewerage plants:

a)   plant type (ponds, package, etc.).
b)   installed capacity.
c)   average throughput.
d)   availability.

7.96.     Given RESL's reporting failures and delinquencies during the 20202-2022 review period,
it  now  has  an  opportunity  to  focus  on  these  regulatory  requirements  with  the  aim  of
significantly improving its current compliance level.

Technical ReDorts

7.97.     Based on the findings of the OUR's technical review, going forward, there will be a need
for more inrdepth monitoring and assessment of RESL's sewerage service performance, at
closer  intervals,   to   determine  if  the  company   is  fulfilling   its  regulatory   obligations
stipulated by the legal and regulatory framework. On that basis, the OUR position is that
RESL shall continue to submit the following items:

1)   Quarterly    Technical    Report    covering,    among    other   things,    all    the    reporting
requirements  and performance  indicators  set out under  Schedule 2  of the  Sewerage
Licence, which must be submitted for each applicable quarter prior to the submission
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of the  full  annual  report  for  each  calendar year during  the  remaining  period  of the
Sewerage Licence. This reported shall also include other identified items specified in
this Detemination Notice, and shall be submitted to the OUR within fourteen (14) days
after the end of each applicable quarter; and

2)   Any  other technical  data/reports  related  to  the  sewerage  system  that  the  OUR  may
consider necessary, from time to time.

OFFICE DETERMINATION

7.98.     In making its determination on the technical elements of RESL's Application, the Office
took into consideration, among other things, the following:

1)   The results of the OUR's technical evaluation of the Application.

2)   The relevant provisions of the Licences; and

3)   The determinations set out in the Interim Tariff Determination Notice.

4)   The resulting Office determinations are summarized in Determination # 4 below:
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Determination 4

1)   RESL shall fully satisfy all the regulatory requirements specified in the Water Supply Licence,
Sewerage Licence and the Interim Determination Notice that have been outstanding since 2020
April and address all the instances of the company's non-compliance over the said period. All
the required infomation and deliverables shall be submitted to the OUR within two (2) months
of the effective date of this Determination Notice.

2)   RESL  shall  exercise  reasonable  diligence  and  take  urgent  action  to  normalize  the  existing
ownership situation involving the relevant water/sewerage system fixed assets.

3)   At the next tariff review RESL shall provide supporting evidence/documentation to demonstrate
that RDCL is proportionately absorbing the costs (electricity, repairs & maintenance, etc.) for
the use of 45% of the water produced in the system.

4)   RESL shall fulfil the following requirements going forward:

a.    Within four (4) months of the effective date of this Determination Notice submit a report on the
actions it has undertaken to implement the appropriate measures and management controls to
eliminate  the  embedded  defects  and  inefficiencies  in  its  management/operating  process,  to
ensure full compliance with the prescribed legal and regulatory requirements.

b.    Review and update  the  Guidance  Framework/Action to  reflect,  among  other things,  all  the
requirements specified in the Interim Detemination Notice, which shall be submitted within
two (2) months of the effective date of this Determination Notice. RESL consult with the OUR
on this matter if needed.

c.    RESL shall develop the annual Maintenance Plans (3-year plan) for the water/sewerage system
infrastructure  facilities  ®roduction,  treatment,  distribution  and  storage),  reflecting,  among
other things, the relevant OEM's maintenance requirements, schedule of inspections and major
maintenance  activities  (start  and  end  dates),  spare  equipment  &  supplies  in  inventory,  and
statutory maintenance requirements (where applicable), which shall be submitted as separate
documents to the OUR, within two (2) months after the effective date of this Determination
Notice. Thereafter, RESL shall review the plan at the end of each year and update as necessary,
then submit the revised plan to the OUR by the end of the month of January that follows the
applicable year, for the remaining period of RESL's Licences.

5)   RESL shall satisfy the following requirements pertaining to NRW going forward:

a.    Implement the appropriate metering in water network to accurately measure and account for all
authorized water consumption in the Richmond service area, which shall include the installation
of revenue-grade water meters (approved by the OUR) at facilities and operations controlled
by  RDCL,  which  shall  be  completed  within  four  (4)  months  of the  effective  date  of this
Determination Notice.

b.   Properly account for all the components of NRW in the water network and provide a monthly
breakdown of the NRW components/sources and estimated volumes in the quarterly Technical
Reports to be submitted to the OUR.

c.    Within four (4) months of the effective date of this Determination Notice submit a report on the
measures it has employed  to reduce and maintain NRW within acceptable levels.
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6)   RESL, with regard to the revenue water meters which were installed in violation of the provisions
of the MTAOP, shall take the necessary steps to normalize the status of the metering devices,
subject to the provisions of the MTAOP framework, which shall be fully completed within four
(4) months of the effective date of this Determination Notice. If RESL fails to rectify the issue
as specified, the OUR will direct the company to remove the unauthorized water meters from
service. In addition, RESL is required to provide a listing of all the revenue water meters already
installed and those in inventory stores, which have been subjected to testing and approval under
the MTAOP.

7)   RESL  shall comply with all the "Quality of Service" performance requirements for water and
sewerage service specified under this section of this Determination Notice (see Annex 2).

8)   RESL shall comply with all the Regulatory Reporting and Technical Requirements for water and
sewerage service specified under this section of this Determination Notice (see Annex 2).

9)   RESL shall comply with all the Water Abstraction and Environmental Requirements for water
and sewerage service specified under this section of this Determination Notice (see Annex 2).

10) RESL  shall  comply  with  all  the  requirements  in  this  Detemination Notice.  And,  where  the
company is unclear about certain aspects of the Office determinations, it may choose to consult
with the OUR on such matters.
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8.       Publicconsultation

8.1.     The OUR, on 2022  October 30, hosted a virtual public consultation with the customers of
RESL  as  part  of its  tariff review  process  and  is  in  keeping  with  its  usual  practice  and
mandate.   The   virtual  public   consultation  provided   an   avenue   through   which  RESL
customers  were  made  aware  of their  service  provider's  requests  in  its  Application  and
provided an opportunity for the OUR to obtain comments on the rate application as well as
the quality of service experience of the customers.

8.2.     In presenting the main points in its Application, RESL indicated that it has the lowest rates
when compared to those of other small water and sewerage service providers and the NWC.
In addition, RESL advised that the requested rate increase is needed to, among other things,
offset increasing operations and maintenance costs as well as to provide for infrastructural
upgrades, such as water softeners.

Highlights of Customers' Concerns

8.3.   The following highlights the concerns raised by customers regarding RESL's Application,
at the consultation and in writing:

Significantly high level of the proposed rate increase

8.4.   Customers queried the rationale for the level of rate increase being sought by RESL. They
advised that while they recognise that a rate increase may be needed, the level of the increase
(which  ranges  between   160%  to  395%)  requested  is  onerous  and  unreasonable.   The
customers suggested that RESL could stagger the level of rate increase, it is requesting, over
a period of time to lessen the impact on its customers.

8.5.   The customers also noted that they are not clear on the basis for the requested rate increase.
In  support  of this  view,  the  customers  advised  that  they  have  concluded  from  RESL's
presentation that the  aim  of the  rate  increase  is  to  ensure that the  rates  are akin to  those
charged by the NWC.

RESL's Response

8.6.   RESL  advised that the  company  has  been  operating  at  a  financial  loss.  Accordingly,  the
requested increase  in rates  is to ensure that it can remain a viable service provider.  RESL
reiterated that, cunently, it has the lowest rates of all similar service providers in addition to
the NWC. RESL further stated that the increase is needed so that it will be able to continue
to deliver quality service to its customers.
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Response to Complaints

8.7.   Customers   raised   concerns   about   RESL's   customer   service   delivery.   One   customer
complained  about  an  area on her property  being  disturbed  by  RESL  to  cany  out  repair
works, and despite making several complaints, the area has not been restored.

RESL's Response

8.8.   In response, RESL apologized for the delay in restoring the disturbed area and committed
to having the matter rectified. However, no timeline was provided.

1

Water Quality

8.9.   Customers complained about the quality of the water. Specifically, customers noted that the
water  was  hard  due  to  the  high  levels  of calcium.  They  said  they  have  had  to  expend
significant  funds  to  improve  the  water  quality  in  their  homes  and/or  frequently  replace
piping fixtures and fittings damaged by the hard water.

RESL's Response

8.10.  RESL advised that it is aware of the hardness of the water, which is due to the high calcium
levels at its source. However, it said that despite the high calcium levels, the water delivered
to   customers   is   within  the   quality   parameters   established   locally   and   internationally.
Notwithstanding,  RESL  advised that,  in  its  attempt  to  improve  the  water  quality,  it  has
installed  one  water  softener  with  plans  to  install  at  least  two  (2)  more,  where  resources

permit.
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9.     Quality of service standards and performance criteria
9.1.   In keeping with its regulatory mandate and provisions of RESL's Licences, the Office has

established Quality of Service (QoS) standards to be attained by the service provider. The
QoS  standards  comprise the  Overall  and  Guaranteed  Standards  for the  water supply and
Overall Standards for the provision of sewerage services.

Overall Standards

9.2.   The  Overall  Standards represent several  general performance  criteria to  be met by  RESL
but will not result in compensatory payments being made to customers where the targets are
not met. However, RESL is required to submit quarterly reports on its performance against
these targets.

Amendment to Overall Standard D -"Planned and Unplanned Interruptions"

9.3.   As part of this tariff review, and in keeping with its right to  introduce additional  or make
amendments to  the  existing  ones  from  time to  time,  the  OUR has  reviewed  the  Overall
Standards as set out in Schedule 2 of the Licences. Consequent to its review, the OUR has
determined that the Overall Standards will continue to apply as outlines in the Water Supply
Licence, with the exception of Overall Standard D "Planned and Unplanned Interruptions"
which has been modified. The changes to Overall Standard D are intended to add specificity
with regard to the timeline for advance notice of planned interruptions of service. The OUR
has  also  determined that  the   Overall  Standards  will  continue to  apply  as  outlined  in the
Sewerage   Service  Licence,   with  the  exception  of  Overall   Standard   C  -  Guaranteed
Standards. This decision is consistent with the establishment of GS for water supply services
only where a service provider is licenced to provide both services.

9.4.    Overall Standard D shall be replaced as follows:

Plarmed and Unplanned Interruptions

At  least  24  hours'  notice  shall  be  given to  customers  for at least ninety  percent  (90%)  of
planned service interruptions.

At least ninety percent (90%) of unplanned service interruptions should be restored within
the time communicated by RESL to customers. RESL shall keep records of all planned and
unplarmed interruptions detailing: dates, times, affected areas, number of affected customers
and notice provided to them.

Guaranteed Standards

9.5.   The  Guaranteed  Standards  prescribe  service  levels  such  as  Service  Connection,  Billing,
Complaint   Investigation,   Metering,   Disconnection,   Reconnection   and   Compensation
Payment to be met by RESL. Any failure by RESL to adhere to any individual Guaranteed
Standard can result in compensatory payment to the affected customer.
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9.6.   In keeping with its power to introduce additional or modify the Guaranteed Standards from
time  to  time,  the  OUR has  also  reviewed the  RESL  Guaranteed  Standards  as  set out in
Schedule 2 of the Water Supply Licence.  Consequent to the review, the OUR has decided
to amend the Guaranteed Standards as follows:

•     GS1 -Connection of New customers

To ensure that new customers are connected within the shortest possible time and that there
is consistency with the timeline allotted to  similar service providers, the number of days
for new connections will be reduced to three (3) from five (5) for RESL.

•     GS4 -Wrongful Disconnection

To modify  GS 4 into two (2)  distinct standards to represent the issue of RESL wrongfully
discormecting a supply and specify the timeline within which the wrongfully disconnected
supply  is  to  be  restored.  Accordingly,  GS  4(a)  will  represent  Wrongful  Discormection
which relates to RESL discormecting a supply for an account that is not in arrears or is the
subject of an investigation intemally or by the OUR. GS 4(b) will represent Recormection
after Wrongful Discormection   which specifies the timeline within which service is to be
restored following a Wrongful Disconnection.

•     GS 8 -Payment of compensation
In  order to  ensure  that  affected customers  do  not  have  to  submit a  claim  to  receive the
applicable  compensation  for  GS   breaches,  the   OUR  has  determined  that  GS   8  will
transition from the claim form submission requirement to Automatic.  This change brings
consistency to the mode  of compensation across  similar  service providers.  Accordingly,
RESL  is  required  to  automatically  apply  compensation  for all  GS  breaches  within   one
billing  period.  Additionally,  where  the  compensation  is  not  paid  within  the  specified
timeline, this constitutes a breach of GS 8.

•     Substantially restating the remaining standards with some refinement being made to six (6)
of them to improve clarity in the description of the particular Guaranteed Standard.

9.7.   In light of the foregoing, the Water Supply Guaranteed Standards to be met by RESL, are
outlined in Table 9.1  below:
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Table 9.1: Water Supply Guaranteed Standards

Code Guaranteed Standard Mode ofCompensation

GS1 - Connection of New RESL is required to connect all new

Automatic
Customers customers with working meters, where

water supply is available at the property
boundary, within three (3) working days
after signing the contract for connection.

GS2 -Issue of First Bill RESL must issue (print and mail/deliver) a
Claimbill to a customer based on a meter reading

within thirty (30) working days after the
account is opened.

GS3(a) - Response to RESL must acknowledge written customer
Claimcomplaints - complaints within thl.ee (3) working days of

Acknowledgements receipt.

GS3(b) -Response to RESL must, within fifteen (15) working
ClaimComplaints - Investigations days of receipt of a complaint, complete the

investigation and infom the customer of
the results.

GS3(c) -Investigations RESL must, within thirty (30) working
Claiminvolving 3rd  party days, complete investigations into a

complaint involving a 3'd party.

GS4 (ar Wrongful RESL shall not disconnect the service of an
AutomaticDisconnection account which has no overdue amount-

except the amount in dispute only - or is the
subject of an investigation intemally or by
the OUR.

GS4 (b) -Reconnection RESL must, within twelve (12) hours, Automatic
after Wrongful reconnect any supply that the company
Disconnection wrongfully disconnects and a written

apology extended.

GS5 -Repair or RESL must, within ten ( 10) working days
AutomaticReplacement of Faulty after detection, or after being informed of a

Meter meter defect, repair or replace any
malfunctioning meter.

GS6 -Meter Readings RESL must render a bill based on a meter
Automaticreading each month.
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Code Guaranteed Standard Mode ofCompensation

GS7 -Reconnection after RESL must, within twenty-four (24) hours
AutomaticPayment of Overdue of receipt of all applicable payments

Amount (reconnection fee, etc.), reconnect
customers disconnected for any outstanding
balance.

GS8 - Payment of RESL shall credit customers' accounts Automatic
Compensation within one (1) billing period after a breach

of any of the prescribed Guaranteed
Standards.

For the avoidance of doubt, ifRESL does
not compensate the customer within the
specified time, this results in another
breach. Where applicable, customers must
submit claims within one hundred and
twenty (120) days after the breach.

Guaranteed Standards Compensation

9.8.   As is currently presented in Schedule 2 of the Water Supply Licence, the  Office confirms
that  the  compensation  mechanism  for  a  breach  of a  Guaranteed  Standard  shall  include
"Claim" and "Automatic  Compensation" as the prescribed mode of compensation.  In the

case of breaches that shall be compensated by way of a claim, such claims shall be made by
submission of a written claim by or on behalf of the affected customer on a claim forln ("GS
claim  form")  to  be  developed  by  RESL  and  approved  by  the  OUR.  Where  applicable,
customers must submit claims within one hundred and twenty (120) days after the date of
the occurrence of the breach.

9.9.   RESL will be required to, within three (3) months of the effective date of this Deterinination
Notice, develop its GS claim form for submission to and approval by the OUR.  Following
approval, RESL will be required to make the claim forms accessible to its customers, such
as placing the forms on the company's website and in-store. Until the aforementioned claim
form has been approved by the OUR, customers shall be permitted to submit their claims in
writing to RESL within one hundred and twenty (120) days after the date of the occurrence
of the breach.

9.10.  For breaches  that  attract automatic  compensation,  customers  are  not required to  submit a
claim form.  Instead,  RESL will verify the  occurrence  of the  identified  or reported breach
and apply the applicable credit to the affected customer's account.
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9.11.  The   Office   has   further   determined   that,   except   for   standards   identified   for   Spcci.a/
Compe#scJ/!.o#, compensation for breach of a Guaranteed Standard will be calculated at four
(4) times the applicable service charge.

Special Compensation

9.12.  Special Compensation is determined for breaches in relation to Jzeco##c'c/7.o# a//er po};"e#/
o_f   overdue    am?un!s,    Wrongful    Disconnection    ar:rd    Reconnection    after    ir;ongful
Dj.sco#Hec/i.o#,  which will attract compensation of  five times the applicable service charge.

Reporting Requirement

9.13.  RESL shall adhere to the performance criteria for Guaranteed Standards, outlined in Table
9.1  above,  along  with  Overall  Standards  and  all  the  other  standards  in  its  Licences  and
service contracts.

9.14.  RESL  shall,  within  thirty  (30)  working  days  of the  end  of the  reporting  period,  submit

quarterly reports to the Office on its performance against the Guaranteed Standards. These
reports  shall  indicate  the  number  of breaches  committed  against  each  standard  and  the
potential and actual payout for each breach.

9.15.  Additionally,  RESL must submit,  on a quarterly  basis,  its water quality test reports to the
OUR within thirty (30) working days of the end of the reporting period. These reports shall
include infomation on the calcium bicarbonate levels in the water supplied to customers.

9.16.  The  OUR has decided to  limit its amendment to RESL's  Guaranteed  Standards and defer
any  other  changes  to  its  upcoming  comprehensive  review  of the  Guaranteed  Standards
Scheme for all  small water and/or sewerage providers.  The review will be done through a
consultative process from which decisions regarding changes to the Guaranteed  Standards
scheme will be made.

Issues for Policy Development

9.17. The  Office  is of the view that some of the concerns relating to  service delivery that were
highlighted by customers for improvement are more appropriately addressed through the
development and implementation of policies. Accordingly, RESL, under the guidance of the
OUR, is required to develop the following policies for implementation:

•     Customel. Service charter and complaints Handling procedure

Within two (2) months of the effective date of this Determination Notice, RESL must submit
to  the  OUR  for  approval,  its  updated  Customer  Service  Charter  which  shall  outline  its
service    delivery    commitments,    customers'    rights    and    responsibilities,    emergency
procedures and contact details.  The Charter must also detail the activities and timelines in
RESL's  Complaints Handling Process, inclusive of an escalation procedure.
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•    Hard water  ImprovementAction plan

Within three (3) months of this Determination Notice, RESL must develop and submit to
the  OUR  for  approval,  its  Hard  Water   Improvement  Action  Plan  (Action  Plan).  This
Action Plan should provide sufficient details on the strategies to be undertaken to ensure
improvement in the calcium bicarbonate level (which has been identified as the cause for
the hard water) in the water quality with associated timelines.

Determination 5:

Arising from the public consultation with stakeholders of RESL, and the OUR's assessment of
the service provided by the utility company, the OUR reviewed the Overall and Guaranteed
Standards and makes the following determinations:

1.    RESL  shall  adhere  to  the  revised  Overall  Standard  D  -  "Plamed  and  Unplanned
Interruptions",  the  Guaranteed  Standards  stipulated  in Table  9.1  above,   and all the
other standards, which are specified in RESL's Licences and Service Contracts.

2.   RESL shall, within thirty (30) working days of the end of the reporting period, submit
quarterly  reports  to the  OUR on its performance  against the  Guaranteed  Standards.
These reports shall indicate the number of breaches committed against each standard
and the potential and actual payout for each breach.

3.   RESL shall submit on a quarterly basis, its water quality test reports to the OUR within
thirty (30) working days of the end of the reporting period. These reports shall include
information on the calcium bicarbonate levels in the water supplied to. customers.

4.   RESL shall, within three (3) months of the effective date of this Detemination Notice,
develop  its  Guaranteed  Standards  claim  fom  and  submit  same  to  the  OUR  for
approval.

5.    Compensation for breaches:
(a)  Wrongful    Discormection,    Reconnection   after   Wrongful    Disconnection   and

Reconnection    after    Payment    of   Overdue    Amounts    will    attract    Special
Compensation of (five (5) times the service charge of ); and

(b) All other Guaranteed Standards will attract (four (4) times the service charge).

6.   Within two (2) months of the effective date of this Determination Notice, RESL shall
submit to the OUR for approval, its Customer Service Charter which shall outline its
service  delivery  commitments,   customers'   rights  and  responsibilities,  emergency
procedures and contact details. The Charter must also detail the activities and timelines
in RESL's Complaints Handling Process inclusive of an escalation procedure.

7.    Within three (3) months of this Determination Notice, RESL shall develop and submit
to the OUR for approval, its Water Quality Improvement Action Plan (Action Plan).
This Action Plan should provide sufficient details on the strategies to be undertaken,
with associated timelines, to ensure improvement in the quality of water supply to its
customers.
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10. ANNEX

10. ANNEX 1: RESL Customer's Written Submissious on Tariff Application
H. Christian & Fermcourt AI}artment Executive Committee

On  October  4,  2022,   the  homeowners  and   residents  of  the  Ferncourt  Apartment  Complex,
Richmond,  received  an  email  inviting  us to  a  virtual  meeting  scheduled  for October 30,  2022 to
facilitate two-way communication for homeowners and residents to express our concerns -if any
-regarding  the tariff application  submitted  by the water and  sewerage  services  utilrty  provider,
Richmond  Environmental  Services  Limited  (RESL).

The  link  to  the  tariff  application  dated  August  17,  2022  on  the  Office  of  Utilities  Regulation's

(OUR's) website was included  in the email.  In this document,  RESL was requesting a rate review.

\/Vhile the  regulator facilitated  this  meeting  with  a  view to  maintaining  its  stance  on  transparency
and  engagement  with  stakehoiders  prior  to  its  decision-making,  it  is  unforfunate  that  up  to  this
date,  the  homeowners  and  residents  who  would  be  asked  to  pay  this  increase  were  never
formally  notified  of  RESL's  intention  to  apply  for  a  rate  increase.  Perhaps  you  didn't  think  this
necessary since the application was submitted under a . . ."No Objection  Policy' as the rates then
were below those charged  by the National Water Commission for comparable services".

In  paragraph  3 on  Page  2  of the  submission  to  Ms.  Diana  Cummings,  Manager,  Licensing  and
Regulatory  Affairs  at  the  OUR  dated  August  17,  2022,  you  refer to  "...it  will  be  noted  from  the
audited  financial  statements  and  the  unaudited  management  accounts  that  the  repairs  and
maintenance  cost  is.. .".  These  documents  were  not  on  the  OUR's  website  and  if they form  an
integral part of your submission,  should  be made available to the homeowners and  residents for
our consideration  as well.  V\/ithout these documents,  on which you  have  based your request for
a   rate   increase,  we  are   unable  to  determine   lf  the   increase   is   in  fact  warranted.   Using   a
comparison to  National Water Commission's (NWC's)  rates is not a sufficient reason to apply for
a  rate increase.

Your  tariff applicatjon  also  speaks  to  the  introduction  of additional  charges  for  sirze  of meter  or
service   connection   ranging   from   $715.00   -   $6,000.00,   to   maintain   a   reconnection   fee   of
$6,000.00  (NWC  =  Ow,470.00)  and  the  introduction  of the  Price  Adjustment  Mechanism  (PAM)
used by the NWC; a methodology which was not explained,  except by reference to what is done
by the NWC. RESL did not provide an example of how RESL will perform its own PAM calculation
nor what would  happen  if there  is an  overcharge/undercharge of PAM.

All  these  fees  being  introduced  all  at  once  will  be  onerous  on  every  homeowner  and  resident.
Further,  the  application  as  it  stands  does  not  provide  us  with  sufficient  information  to justify the
level of increases  requested.

I therefore object to the rate increase being proposed by RESL,  ranging from  160% to 395%, the
lntreduction  of a  charge  based  on  size  of meter or service  connection,  and  the  introduction  of
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PAM,  both as an individual homeowner and on behalf of the Executive Committee of PSP #2796
of Ferncourt Apartment Complex.

G. & J. Roper

Office of utllities Regulation (OUR)

3d Floo., MSFT Resotlme Cchbe
36 Trafatear wh
Klngston 10, Janwh

November 9, 202Z

Dear Mr, Cordon Brown:

RE:RlehnedEiwhmnenblS.ndee!IJmltolPm)-"ffeppncatlon

Wewriteashon~hthefemCoutApathertCom|ha[hRichmou),SLAM,toopgivtothece
Increases belng pmpesad try RESL.

Wenotethotasoftltsdate,REslhasnotirtfo.matryfromedthehomeon~ofapendlngincrease,
however,thankstothevirtualmeetinghostedtryttieOunonOutotw30,2022,weaeiiowinthehop.

Althoughnotaeainstanineeaseinprinctple,theappllcatfrobyR[Slinchatsineeasesuperdsof40096in
somecases,inedifrotodendlrfunofamcenglinemlAtdenim(").Theitbgiv">expendk>n
a5tohowthePAMwhbecandated,vehaerohodedeeo/ho`Irmt.chthiswflinp3ctdefrNwhlybfls,but
wecanbeassuredthiswlullkelyvaryfrommuthtomonth,andcouJdbequitesgivifhantinsomeinstances.

Ashoncovmer5,w.froaresoqecttotheflucbetk]ng.mtheforegivenchai\peandelectricityprfes,however,
wearenot~dthDortyof.PAMrfurfueuttlourincome,I.oraevethdytogivsdyfromasesln
keeping wth infro.

AllthesefestringutndrdatormetryRESLroulbeonefous.ndoppoessivetothehon~atFem
Court-manyOfwlrmait.nrty|indutlngm`ffl-andrdyonafiieedpenslonastheirsolelneome.

Inadditk>n,shethe^putm.ntcompExoperife§asaStrat.Property,theStr.faExecutherouklhave
catolatedtheaemlhgivtwdesebrdona-mes.hohEneas.ofthisnaneoqurutbe
absorbedtrythemainwhmebepgivtrycachunit,thusdeStceasawdewhbeinfroftyOf
operathfimhaspesxfro,reaAitinoEmhaaece.ndldeepofdeFencunp~belng
negativelylmpatted.

WethertorereqLiestthaedeouRcortsberotirpoaeonofoejectl]ntothetarfff3drptionednegotfalte,on
ourhaaff,.irmmaowtthndgivBlaefropttryrscllmondeDreeoupttwincamutndopEratkmal
costs.
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ANNEX 2: RESL Technical Requirements

RESL Water S,ervice Technical Requirements

Index Aspect Items to  be submitted to the OUF`i.NotificationonreceiptofrenewedwaterabstractionI.icence  for  Coolshade  Spring,
1 Water Abstra ctlonTechnicalReportsAvailabjlityand

Liberty, St. Ann. Submit copy of licence document.
2 i.       Quarterly  `Technical  Reports"  covering  the  parameters/requirements  set  out  under

Schedule  2  of the  Licence, to  be  submitted within fourteen  (14)  days after the  end of
each quarter; and

ii.       Any  other  technical  data/reports  related  to  the  system  that  the  OUR  may  consider
necessa ry, from time to time.

3 i.       A Guidance Framework/Action plan, including requirements pertaining to the planning
Relia bility of operations, maintenance offacilities, network diagrams, and risk assessment. This shall
Supply be  submitted  to  the  OUR,  within  three  (3)  months  after  the  effective  date  of  this

Dete rmi natio n Notice.
4 Water Quality i.       Annual  water  quality  reports  and  quarterly  water  quality  information,  Including test

results,  included  in  quarterly Technical  Reports.

5 Water Pressure i.       Reporting of water pressure measurements ln the quarterlyTechnical Reports
6 Planned and i.       Service   quality  performance   information,   which   shall   be   included   in  the   quarterly

UnplannedInterrupt.Ions Technical  Reports.

7 F`evenue i.       Listingofall revenue-typewatermeters installed intheservicearea ln MSExcelformat
Metering which  shall  include:

a)  The metertype
b)  The meter manufacturer's serial number
c)   RESL's assigned meter number

d)   Meter installation date

e)  The  meter location/service address
f)    Customer/premises number

g)   Copies of any related Pattern Approvals and Acceptance documents.
ii.       A description of RESL's water meter procurement process.
ii.       This  information shall  be submitted to the OUR within  one  (1)  month  of the  effective

date of this Determination Notice.
8 System Operation i.       Operating  policies  and   procedures  for  prudent  operation  of  the  system,   including

critical    equipment    and    facilities,    which    shall     be    included     in    the     requested

Framework/Action  Plan.
9 Maintenance i.       Policies and  procedures to guide the  maintenance of the water supply infrastructure,

which shall  be included in the requested Framework/Action Plan.

ii.       An overall  Maintenance  plan forthe water supply infrastructure, forthree (3) years  in

advance. The plan shall take into account the OEMs'  recommendations for equipment
maintenance,  schedule  of  inspections  and  major  maintenance  activities,  contingency

equipment   &   replacement   inventories,   and   statutory   maintenance   requirements,
where  applicable.  The  company  shall  submit  the  plan  to  the  OUR,  within  three  (3)
months after the effective date of this Determination  Notice.

ii.       Thereafter,   the   plan  shall   be   reviewed   annually  and   updated   as   necessary,   then
submitted to the OUR in January of each year, for the remaining period of the Licence.

10 Risk Management i.       Risk  Management/Resmence  strategy for  continued  to  assess  and  mitigate  potential
r.isks   to   the   water   supply   system,   which   shall   be   addressed   in   the   requested
Framework/Action Plan.

RESL Sewerage Service Technical Requirements

Index Aspect Items to be submitted to the OUR
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1 Technical  Reports i.       Quarterly  `Technical  Reports"  covering  the  parameters/requirements  set  out  under
Schedule  2  of the  Licence,  prior to  the  submission  of the  full  Annual  Reports,  which
shall  be submit ted within fourteen (14` davs after the end of each auarter. and

li.       Any other technical  data/reports  related  tc)  the  system  that the  office  may  consider
necessary, from t.ime to time.

2 Sewage  Flow i.       Sewage  flow  measurements  and  reports  on  sewage  flow  analyses,  which  shall   be
included in the quarterly Technical Reports to the OUR.

3 Environment i.       Copies of any licenses, or special  permits issued by NEPA/NRCAto the company, from
Requirements time to time.

7 System Operation i.       A   Guidance   Framework/Action   Plan   including,   requirements   pertaining  to   system

planning, operations, maintenance offacilities, network diagrams, ancl risk assessment.
This shall be submitted to the OUR, within three (3)  months after the effective date of
this Determination  Notice.

ii.       Operating  policies and  procedures  for  long-term  operation  of the  system,  with  focus
on  the  critical   infrastructure/equ.ipment,   which  shall   be   included   in  the   requested
Framework/Action  Plan.

8 Maintenance i.       Policies  and  procedures  to  guide  the  maintenance  of  the  sewerage  infrastructure,
which shall  be included in the requested  Framework/Action  Plan.

ii.       An  overall   Maintenance  Plan  for  the  sewerage  infrastructure  for  three  (3)  years  in

advance.  The  plan  shall  take  into  account  oEMs'  recommendations  for  equipment
maintenance,  schedule  for  sewer  system  cleaning  &  inspections,  schedule  of  major
maintenance   activities,   contingency   equipment   &   replacement   inventories,   and
statutory maintenance requirements, where applicable. The company shall submit the
Maintenance   Plan   to  the   OUR  three   (3)   months   after  the   effective   date   of  this
Determination Notice.

ii.       Thereafter,   the   plan   shall   be   reviewed   annually   and   updated   as   necessary,   then
submitted to the Ouf` in January of each year, for the remaining period of the Licence.

-

Risk Management i.       f`isk  Management/Resilience  Strategy  to  assess  and  mitigate  potential  risks  to  the
sewerage system, which shall  be addressed  in the requested Framework/Action  Plan.
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