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Hidrocapital - Characteristics of the water utility

Hidrocapital is the water utility serving 3.5 million people in Caracas

and 1.0 million people the metropolitan area.

Population Served 3.5 Million in Caracas
Total Dwelling Units 685 Thousand

In 10 K Buildings 260 K

In Residential Units 132 K

In Social Units 43 K

in llegal & Informal 250 K
Number of connections 206 Thousand Registered

250 Thousand lllegal
Water Production 505 HmM*/Yr in 1998
Capacity 25.000 liters per second
Water Delivery 415 liters per capita per
day

Water Sales 232 Hm7 Yr in 1998
Billing/Production 46%
Collection/Billing 85%

lﬂ‘E[iHE (3.4. Jacobo Rubinstein




Hidrocapital - Characteristics of the water utility

Hidrocapital's system is large, complex and expensive to operate
and maintain

‘ Production l

Inizrisse 05

6 Reservoirs

13 Major Pumping
- Stations

50 Wells in the city

1490 Hm’
500 MW

3 LargeTreatment plants

1.000 meters of elevation

25m3/sec

2 Small Treatment plants

86 pumping stations in Caracas
2.500 Km of water pipes > 4"

2.000 Km of sewer and runoff pipes

Jacobo Rubinstein



The System is Complex
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The System is Complex
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Hidrocapital - Characteristics of the water utility

Number Billing Collection
Type of Users # of clients| % 106m3/yr % 106m?yr % Collected
x 1000 Billed |BillediCollected| /Billed
Social 43 21% 16 | 7% 5 31%
Residential 142 69% | 140 {60%| 136 97%
Industrial 3 1% 13 | 6% 13 100%
Commercial 16 8% 46 |20% 41 89%
®  (Governmental 2 1% 17 | 7% 2 12%
Sub Total 206 | 100%| 232 [100%| 197 85%
@ llegal & informal 250 I I _

Imarizse 6.5
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Current Tariff Structure - Background

Motivation Context
* No More Goverment Fund Transfer Lack O_f
« Aborted Privatizaton Process fiQU'al'“O”
‘Lega

*Institucional

Objective $ $

« Cost Coverage
» Cost Coverage
» Cost Coverage

Highly
Discretional

Methodologies Explored

Average , : Benchamar Average
Marginal Price « )

Incrementalj--- Cost Ca ... lor “Empresalj ---| Referential
Cost P Modelo” Price
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Current Tariff Structure - Key Features

Venezuela’s current water tariff structure was put in place
April 14th, 1993 (Gaceta Oficial N° 35.190)

| Key Featuresl ARP_ Cost

L ~Eo

m

1) Two parameters set the rate
ARP = Average Referential Price
ARPs = Average Referential Price for social users

2) Cross Subsidies between users
3) Automatically indexed over time

ARP can change as a function of minimun wage, electric rate,
cost of chemicals and the consumer price index

Infzrisse 0.5, Jacobo Rubinstein 10



Current Tariff Structure - Coefficients

The coefficients provide discounts for social and residential sanitary uses
(<15m3lmonth), penalize excess consumption and charge more for non

idential . .
resicential usage Mmlmum Normal (1stExcess ([2nd E}gcess
Type of Users| 15m/mo [16-40m* md41-100 m /mo|>100m /md
Social 0.5ARPs | 0.75ARPs | 1.5 ARP 2 0 ARP
Residential 0.75 ARP ARP[-IH 1.5 ARP 2.0 ARP
Fixed Upto |> Contracted
Charge contracted | “Dotacién” || Dotacién
“Dotacion”
Ind A 1/6 dotacion | 205ARP | 3.25ARP || M3 /month
or 50m /mo contracted
Ind B 1/6 dotacion | 17ARP| 2.7ARP || PYthenon
or 40m*/mo residential
| 1/6 dotacién user
Commercial or 30m3/mo 1.5 ARP 2.5 ARP

 Imiariasa oa.
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Current Tariff Structure - Increases in ARP

Rate increases are built into the Tariff resolution

q * New Minimum Wage +
Initial Minimum Wage

*
ARP =ARP.
n 1

\b + New Average Cost of Energy
Initial Avg. Cost of Energy

+» New Average Cost of Chemicals
Initial Avg. Cost of Chemicals

+ New Consumer Price Index for construction
Initial Consumer Price Index for construction

~

(32%)

Where a+ b + ¢+ d = 1.0 and reflect the cost structure of the water utility

Ineriase o.a. Jacobo Rubinstein 0




Current Tariff Structure - Increases in ARP
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Current Tariff Structure - Variations

 Different Acqueducts can use different ARP
ARP_Cos

M3

« f (cost of providing water service)

« f (population’s ability to pay)

« f (population’s willingness to pay - Management)
» f (composition of residential Vs non residential users)

 When you don’t read the meter... You estimate!

* based on historic consumption m
* based on regional studies dwelling | dwelling
*based on given table e.g. For residential users m¥mo m7mo

1 20 20

2 35 30

3 25 20

4 30 25

5 40 35

6 70 50
Imieriase a.s. Jacobo Rubinstein »



Rate setting Procedure

Prior to 1993

Not approved
re-negociate

Ad hoc Technical MSAS-Ministry of
COTMISSION Preparcs (| Health is informed
report to justify new rate *Long and
complex
_ - process
Hidroven - The Water
" Holding reviews Published in -Highly
and approves . Gaceta Oficial charged
politically

MARNR-Ministry of
Environment reviews
and approves

Discussed and explained
to local authorities

MF-Ministry of
Development approves

Finally implemented

b GO

|

Jacobo Rubinstein 15



Rate setting Procedure

After 1993

Imerizsa o5,

Use inflation rate (I) or
best estimate as a proxy
for increase factor

Implemented

Decide frequency of rate
increases (m)/e.g. Six times

year

Ehady

Verify that._ingggqse is W1th1n

factor established in tariff

Jacobo Rubinstein

*Automatic and easy to
implemented

*Preserves value of tariff

*No additional approvals and
negociations required

*lncreases can be

introduced gradually and
constantly
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Rate setting Procedure

“

After 1993

Inflation
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