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WATER SECTOR REFORM AND PUBLIC POLICIES ; —

=

REQUIREMENTS ERSAR

e In 1993 (and the following years) there was a strong political commitment for water sector reform

e The main improvements happened with the definition of global, integrated and stable public policies.
The main components are:

Definition of a clear strategy for the sector (Strategic Plans)

Creation of a legal framework
Definition of the institutional framework (including regulation)

Promotion of a territorial reorganisation of the services (economies of scale)
Definition of new management models

Development of the business sector and introduction of competition

Focus on full-cost recovery

Definition of quality of service goals and improvement of drinking water quality
Protection and raising awareness of users

Making information available / International obligations



WHY REGULATION?
GOALS OF REGULATION

Protection of user's interests (access to

the service, quality of service and
pricing)

Contribution to the economic
sustainability of the operators and
their interests

Contribution to the environmental

sustainability (impacts on water, air
and land)

ERSAR

Contribute to the universal access to water and waste services with a
good quality and affordable prices

Protect users (complaint analysis, infractions proceedings, etc.)
Limit the market power of monopolies

Disclose acessible information to consumers and operators

Set incentives to share efficiency gains with consumers
Contribute to the economic efficiency and sustainability of the operators

Contribute to a stable and predictable environment that enables
investment in infrastructure

Avoid risks of operators failure to provide the services

Protect the environment, avoiding negative impacts

Prevent long-term scarcity of water resources



INTERNATIONAL OBLIGATIONS K

Sustainable Development
Objectives (ODS)
AGENDA 2030
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REGULATED SECTORS 7
SECTOR ORGANIZATION ERSAR

The size and diversity of the regulated operators are vast, spanning state
owned companies and numerous municipalities

Universe of

400

operators

== 1 265 water supply entities

266 wastewater management

... State owned and services entities

municipalities ... in
direct management
model, by delegation
or concession ...
operating bulk or

retails systems or both Ten million consumers

280 municipal solid waste
management entities




REGULATORY MODEL €

Regulation of utility behaviour
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LEGAL AND CONTRACTUAL MONITORING OF THE UTILITIES ' .*

Regulation cycle ERSAR

ERSAR intervenes in all key moments of an operator lifecycle
. Creation / Modification / Termination / Conflicts

Control of operators' compliance with applicable law and contracts throughout
their lifecycle

. Analysis of tender procedures (concession) and contract modifications — non-
binding opinions published on ERSAR's website

. Monitoring of contract execution — audits \
Soft-law instruments

. Imposition of fines in case of breach of law ~—_
Hard-law instruments




ECONOMIC REGULATION

Regulation cycle

Annual assessment of the economic
performance for each utility
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QUALITY OF SERVICE REGULATION - Regulation cycle ‘: —A

2016 VOL. 1 : : .
e Hg D™ E 3 6 . Beginning of
January
iz, Website : _
Technical guide and files
Annual report Publishing and Data report

publicizing by the utilities
November March and April
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Portal ERSAR
Data validation
by ERSAR

(audits)
May to June

Right-of-reply
by the utilities
September

Data treatment
by ERSAR

June to August

Individual file
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)
DRINKING WATER SUPPLY PERFORMANCE INDICATORS ;:
3rd Generation of KPIs ERSAR

Accessibility of service for users
AAO1 — Service coverage
Protection of AAO02 — Affordability of the service
. Quality of service provided to users
user interests AAO3 — Service interruptions
AAO4 — Safe water
AAOQ5 — Response to complaints and suggestions

Economic sustainability
AAO06 — Cost recovery ratio
AAQ7 — Connection to the service
Operator AAQ08 — Non-revenue water Fed by
) . Infrastructural sustainability 86 data
sustainability AAQ9 — Mains rehabilitation
AA10 — Mains failures

INDICATORS

Physical productivity of human resources
AA11l — Adequacy of human resources

Efficient use of environmental resources
i AA12 — Real water losses
Envi rc_) (i _ental AA13 — Standardised energy consumption
sustainability Efficiency in pollution prevention
AA14 — Proper sludge disposal
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INDICATORS PROCESSING  ¢ '. 
Reference Values ERSAR

* Each indicator - definition of realistic goals to be achieved by operators
through reference values, which are national objectives for the entire sector

* Service quality assessment — "traffic light" symbology:

@ Good service quality (e.g. service coverage (%) — RUO1a [95; 100] )
Average service quality (e.g. service coverage (%) — RUO1a [80; 95[ )

@ Unsatisfactory service quality (e.g. service coverage (%) — RUO1a [0; 80] )

12



REGULATION CYCLE EEEm

Annual assessment of the geies

quality of service for each utility -
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DRINKING WATER QUALITY REGULATION (A

Regulation cycle

Annual drinking water quality
regulatory cycle for each utility

Goals:

- Promotion of improved water quality to the
consumers based on European standards

- Assessment of water quality delivered by
each utility

- Benchmarking between utilities, promoting
water quality

- Monitoring of the non compliance events of
water quality on real time (together with
health authorities)

Legal framework:

- Decree-Law no. 306/2007, of 27 August;
transposition of the Directive 98/83/CE

- Decree-Law no. 23/2016, of 3 June, transposition of
Directive EURATOM (radioactive substances)




Drinking Water
Directive:
ERSAR fulfills
reporting
obligations to

DRINKING WATER QUALITY REGULATION

Regulation cycle
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CONSUMER COMPLAINT ASSESSMENT -® )

Regulation cycle

Assessment of consumer complaints:

- Monitoring complaints and their resolution
between utilities and consumers and
contributing (when necessary) for their
better resolution

- Periodic statistic report (public)

- Access via Internet to status information
on complaint

Complaint

ERSAR
recommendation
for the resolution

t

Arguments from
the consumer

Arguments
from the utility
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STRUCTURAL REGULATION

= Cooperation with the Government in the
formulation of the national strategies

= Proposal of measures targeted at solving
dysfunctions

= Monitoring and regular reporting on the
degree of implementation of the national
strategy

= Proposing new legislation or upgrading of
legislation

= Approving regulations (regulatory procedures
tariffs, commercial relations, ...)

= |ssuing recommendations



STRATEGIC PLANS s

ERSAR
* Six-year strategic plans guided the implementation of the country's public policy.

* The plans follow a stable structure, usually involving the characterisation and analysis
of the current situation, defining the gaps and intended goals, evaluating the
corresponding investment needs, identifying the measures needed, implementing
strategies and specifying the monitoring instruments and intermediate reviews .

* The Portuguese Environment Agency (APA) and ERSAR are the bodies responsible for
adopting adequate measures, coordinating the follow-up and monitoring of the
implementation of the Strategic Plans for water and waste sectors

PENSAAR 2020

Drafting of Drafting of Drafting of D
PEAASAR| PEAASARIII PENSAAR 2020

PEAASAR | PEAASAR Il PENSAAR 2020
in force in force in force 18
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AUXILIARY REGULATORY ACTIVITIES -s

L

Data Presentation - ERSAR

The Annual Report on Water and Waste Services in Portugal (RASARP) annually discloses all
relevant information about the water and waste sectors based on an economic , quality of
service and drinking water quality assessment

Economic and

Financial
Analysis
ATARIO :
ARLas LEgal and T:I:gfcsc?::sp
Contractual
Monitoring Recovery
Analysis
L RASARP
CARATERIZACAO
GERAL DO
SETOR DE AGUAS
E RESIDUOS Claims O ignmen
Analysis ® Alignment
L Management
- Legislation Models
(] sa
ERSAR

WATER and WASTE Report 19



AUXILIARY REGULATORY ACTIVITIES €
Data Presentation ERSAR

The Annual Report on Water and Waste Services in Portugal (RASARP) annually discloses all
relevant information about the water and waste sectors based on an economic, quality of

service and drinking water quality assessment Ve
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AUXILIARY REGULATORY ACTIVITIES ; — A

ERSAR's Water and Waste Service Quality Awards

ERSAR's Water and Waste Service Excellence Prizes

The best performing operators receive excellence prices

allowing to:

Quality Awards for the good quality of operators performance in:

Drinking Water Quality

Water Supply Service

Urban Wastewater Management Service
Municipal Waste Management Service
Efficient Use of Water

Improve consumer awareness of service quality

Increase public recognition of ERSAR

21



AUXILIARY REGULATORY ACTIVITIES S .}"’
Public information v

All information is publicly available both after analysis and as raw data, so that it can be used by
researchers and consumers:

Almodaovar

Consumer information booklets

SERVIGOS
DE AGUAS E RESIDUOS
EM PORTUGAL

ERSAR's website

tamento

Smartphone app 98‘,71‘ 1 OO 9”1



REQUIREMENTS TO SUCEED WITH DATA PROCESSING o>
“ ERSAR
Lessons Learnt Lessons to be Learned

(work in progress)

ot i, O
e address motivation people £, -2t RegTech
Strong Change [ dd ict - ESeyalne=tl S
=15 = 7 i - :
Management address resistance to
change

Less Formal
AGILE Teams Communication

More

New
technologies

Technological to support the
Continuous ¢ Enterprise Collk ooiriien regulation
Process Architecture approach AGILE Project Process Rlees
: . . Management Simplification
Hesiailssdne | e Technological Support approach and

Virtualization
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REQUIREMENTS TO SUCEED WITH DATA PROCESSING o™
ERSAR

Nearly thirteen years after the implementation of the 1st generation of the quality
of service assessment system, this system remains a key tool for regulation,
recognized by the Portuguese water and waste services' stakeholders.

It helps utilities to monitor their performance, comparing between the expected and
the real performance results and between current and past performance results,
allowing to identify and prioritize improvement opportunities.

The information reported on the scope of the quality of service assessment allows
Portugal to respond with reliable information about the water and waste sector

whenever requested.
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Thank you!

(ana.albuquerque@ersar.pt)
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