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The Portuguese water sector

AT
pY. i, &
goa
o i
Soh T e
n..nmwuwmiﬂu.

Retail operators
Wastewater

Legenda

33

22566zz2z23

TR

)

-

@)

=)

©

S

()]

Q.

@)

=<

> )
o0

AN ©
b
o0
£
O
©
(D)
—1

seduws il
333 -

LTINS T IATTT mT TTTT]

Legenda

M

Asset Management

=
o=
®®
P 4
cQ
=9

0
S wn
c<
hw j-
c2
B

N~
c
o
N
.
(5]
e
)
=
O
O
(o))
i
[s
—
=
(®)
L)
o
-
_

N~
)
=,
N
=
<
(05)
LLI
-




The need for regulation

® Public services, essential to population and
economic activities, that constitute geographic
natural monopolies;

¥ Risks associated:

— Less incentives for continuous improvement of
efficiency and effectiveness by operators;

— Greater risk of operator interests prevailing over
costumers’ in terms of pricing and service quality.
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About IRAR

®" IRAR is the Portuguese agency responsible for
the regulation of the public water supply,
urban wastewater treatment and urban solid
waste management services.

" IRAR’s objectives are:
— Protect user interests;

— Safeguard economic and financial sustainability of
the utilities;

- Promote the Portuguese water cluster;
- Protect the environment.
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IRAR’s regulation model

Structural
regulation of
the sector

Regulation
model for

water and
waste
services

Regulation of

operator behavior

Economic
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The need for asset management

" Water utilities are amongst the most capital
intensive industrial businesses:

- Very high capital to revenue ratio;
— Ex-post investment irreversibility;

® Maximizing the long term performance-to-cost

ratio of assets is critical:
— To ensure operational sustainability and service quality;
— To minimize long term service provision costs;
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The need for asset management

" It is very difficult to assess investment and
their timing using traditional cost-benefit
analyses;

® Stakeholders expectations reinforce the

criticality of advanced management practices:
- Legal requirements on service quality and effectiveness;
— Increasing consumer awareness and involvement.
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Asset management in Portugal

" Diversity of approaches for asset
management;

® Operators still undertaking major investment
in many regions (specially on wastewater);

® Repair operations are common but not
rehabilitation and renewal;

® Several asset management activities and
techniques but few are part of integrated and
systematic strategic asset management plans.
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Asset management in Portugal

Water mains failures (no./100km/year) 2005
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Asset management in Portugal
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Asset management and regulation
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Conclusions

" Not all operators were prepared to deal with
the necessity of collecting and reporting
systematic information about their assets;

" As IRAR set out reference values for all the
indicators, data analyses revealed there is still
margin to optimise the management of water
and wastewater assets;

® Reqgulatory requirements have placed
additional efforts in the majority of operators,
but we believe the benefits from these
practices largely exceed the efforts on a long
term basis;
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Conclusions

® Operators should embrace asset management
practices has a tool that will allow them to
better carry out their mission;

® IRAR has a role inducing operators to apply
strategic asset management. Nevertheless
each operator should define their system,
taking into account the particular aspects of
each company;

®" The diversity in operator characteristics and
circumstances are a major challenge to the
generalisation of asset management practices
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