National Utilities Regulatory Commission (NURC)
Triennial Tariff Review for the Water and Sewerage Sector
Draft Determination Report (Summary)

Process and Purpose

The Triennial Tariff Review (TTR) process in Saint Lucia is a central component
of the country’s utility regulation framework and is designed to ensure that tariffs
for utility services are set in a manner that is financially sustainable, equitable,
and aligned with national development objectives. The process is established
under Section 81 of the Water and Sewerage Act and is administered by the
National Utilities Regulatory Commission (NURC). Through this mechanism, the
NURC seeks through impartial means to balance the financial viability of the
water utility provider (Water and Sewerage Company Inc, WASCO) with
consumer protection, affordability, and service quality, while also promoting
transparency and accountability in tariff setting.

The Triennial Tariff Review process mandates that tariffs are set for a three-year
period based on forward-looking assessments of costs, revenues, and investment
needs. During the review, the NURC undertakes a comprehensive evaluation of
the wutility’s operational performance, financial position and projected
expenditure. This includes an assessment of operating and maintenance costs,
capital investment requirements, debt obligations, service expansion plans, and
expected demand. The overarching objective of this tariff review is to recommend
a tariff level and structure that secures the water utility’s financial sustainability
while encouraging efficient water use and protecting affordability. This involves
calculating revenue requirements in line with the Water and Sewerage (Tariff)
Regulations using Cost-of-Service and Net Present Value (NPV) principles. It also
entails evaluating the water utility’s Triennial Tariff Review application,
correcting methodological and data gaps, as well as developing a transparent
method for calculating smooth tariff adjustments (K-Factor) while preserving
NPV equivalence.

The Three Step Process is detailed below:
1. Reasonable Cost of Service Determination:

Reasonable Cost of Service = Regulatory Asset Value x Rate of Return +
Depreciation + Operating Costs




A solid financial basis is established for WASCO to adequately represent
the real and necessary costs for service provision, including a fair return
on invested capital.

2. Allowed Real Revenue Determination:
NPV (Reasonable Cost) = NPV (Revenue)

The total revenue that WASCO will be allowed to obtain through tariffs over
the next three years to cover the reasonable cost of service is determined,
ensuring that the Net Present Value (NPV) of the reasonable costs of the
service is equal to the NPV of total expected revenues.

3. Setting the Tariff Rates:

The establishment of the specific tariffs that customers will pay for
services, based on the allowed real revenue determined in the previous
step and considering demand forecasts.

The process also assesses affordability and social impacts across different
household types, proposing mitigation measures where needed, and
recommends a technically and socially justified tariff structure that balances
cost recovery, equity, and service standards which are further supported by a
well-justified investment plan, up-to-date audited financial statements, and
meaningful public consultations to ensure transparency, technical credibility
and legitimacy of the proposed tariff adjustments. Overall, the approach
supports NURC’s regulatory decision-making and assists WASCO in
implementing a financially viable and equitable tariff framework.

An important feature of the triennial tariff review process is its emphasis on
public participation and transparency. Once the NURC has completed its initial
assessment, it prepares a draft report proposing either a new tariff scheme or
adjustments to the existing one. This draft report must be formally published in
the St. Lucia Gazette and in at least two newspapers with island-wide circulation,
ensuring broad public access to the proposed changes. Members of the public,
including residential consumers, commercial users, civil society organizations
and other stakeholders, are provided with a minimum period of two weeks to
submit written comments or objections. This consultation process is intended to
strengthen regulatory legitimacy, improve the quality of decision-making, and
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ensure that consumer perspectives are adequately reflected in the final tariff
result.

Following the consultation period, the NURC is required to review and consider
all submissions received from the public and relevant stakeholders. Where
necessary, the Commission may revise its draft recommendations to address
substantive concerns raised by stakeholders or to clarify misinterpretations of
the draft report. The final determination is then published in the Gazette and
newspapers. Once approved, the new tariff scheme comes into effect for the
subsequent three years, providing regulatory certainty for both the utility
provider and consumers. This predictability is particularly important for long-
term planning, as it allows utilities to implement investment programs and
operational reforms with greater confidence regarding future revenue streams
and the provision of service quality.

NURC’s Progress

To date, the NURC has completed its examination of the tariff review application
submitted on April 29, 2024, by the Water and Sewerage Company, which
proposed a 42.2% (k-factor) tariff increase using the prescribed methodology,
and is now taking steps to finalize the review of water and sewerage rates, in
accordance with the established regulatory framework. The following tariff
changes were proposed by WASCO in their tariff review application:

Water — Base Rates
(WASCO Proposed)

| Description | Existing [ 9/1/2024 | 9/1/2025 | 9/1/2026
Domestic $24.42 $34.04 $34.04 $34.04
% Change 39.4% 0.0% 0.0%
$ Change $9.62 $0.00 $0.00
g

. $86.11 $86.11 $86.11
soér;lmemal $66.46 29.6% 0.0% 0.0%
% Change 4 ; ; ;
$ Change $19.65 $0.00 $0.00

$69.52 $69.52 $69.52

CevEmBICHT 49.4% 0.0% 0.0%
% Change $46.52 $23.00 $0.00 $0.00
% Change : : :
Hotels $118.33 $118.33 $118.33
% Change $73.10 61.9% 0.0% 0.0%
$ Change $45.23 $0.00 $0.00




Sewerage — Base Rates
(WASCO Proposed)

| Description | Existing | 9/1/2024 | 9/1/2025 | 9/1/2026 |
Domestic $19.50 $23.13 $27.44
% Change $16.44 18.6% 18.6% 18.6%
$ Change $3.06 $3.63 $4.31
Commercial $49.71 $59.81 $71.96
% Change $41.32 20.3% 20.3% 20.3%
$ Change $8.39 $10.10 $12.15
Government $31.05 $37.60 $45.54
% Change $25.64 21.1% 21.1% 21.1%
$ Change $5.41 $6.55 $7.94
Hotels $53.69 $65.45 $79.78
% Change $44.04 21.9% 21.9% 21.9%
$ Change $9.65 $11.76 $14.33

Water Consumption Charge Rates
(WASCO Requested)

| Description | Existing | 9/1/2024 | 9/1/2025 | 9/1/2026

Domestic Tier 1 (2,000-3,000

al) $17.02 $17.02 $17.02
%/) Change $12.21 39.4% 0.0% 0.0%
$ Change $4.81 $0.00 $0.00
Domestic Tier 2 (> 3,000 gal) $34.04 $34.04 $34.04
% Change $24.92 36.6% 0.0% 0.0%
$ Change $9.12 $0.00 $0.00
Commercial (above minimum) $43.05 $43.05 $43.05
% Change $33.23 29.6% 0.0% 0.0%
$ Change $9.82 $0.00 $0.00
Government (above minimum) $34.76 $34.76 $34.76
% Change $23.26 49.4% 0.0% 0.0%
$ Change $11.50 $0.00 $0.00
Hotels (above minimum) $59.16 $59.16 $59.16
% Change $36.55 61.9% 0.0% 0.0%
$ Change $22.61 $0.00 $0.00
Boats (all usage) $95.68 $95.68 $95.68
% Change $66.46 44.0% 0.0% 0.0%
$ Change $29.22 $0.00 $0.00

Sewerage Consumption Charge Rates
(WASCO Requested)




| Description | Existing | 9/1/2024 | 9/1/2025 | 9/1/2026

Domestic Tier 1 (2,000-3,000 gal) $9.75 $11.57 $13.72
% Change $8.22 18.6% 18.6% 18.6%
$ Change $1.53 $1.82 $2.15
Domestic Tier 2 (> 3,000 gal) $18.84 $22.74 $27.44
% Change $15.61 20.7% 20.7% 20.7%
$ Change $3.23 $3.90 $4.70
Commercial (above minimum) $24.86 $29.91 $35.98
% Change $20.66 20.3% 20.3% 20.3%
$ Change $4.20 $5.05 $6.07
Government (above minimum) % $15.53 $18.80 $22.77
Change $12.82 21.1% 21.1% 21.1%
$ Change $2.71 $3.28 $3.97
Hotels (above minimum) $26.84 $32.72 $39.89
% Change $22.02 21.9% 21.9% 21.9%
$ Change $4.82 $5.88 $7.17

The NURC received technical assistance from the Caribbean Development Bank
(CDB) to strengthen its tariff review capacity. This support allowed the NURC to
procure the services of an independent consultant who provided specialized
expertise in reviewing WASCO'’s application. The involvement of the consultant
supported a more rigorous, transparent and objective assessment of WASCO’s
tariff review application.

Following the technical analysis, several adjustments were made by the
consultant to address deficiencies in WASCQO’s application. These included:

1. Adopting the 2023 fiscal year balance sheet value of property, plant, and
equipment as the Opening Asset Base this audited statement was more
inline with current asset base as more recent figures indicated an
overstatement of asset base.

2. A revised investment plan that acknowledged the time lag that exists
between the start of the triennium and adjustments to the tariffs. In this
way Year 1 covers investments made in 2024 and those planned through
June 2025, while Years 2 and 3 align with the original timeline’s Years 1
and 2, totalling 110.7 million (EC dollars).

3. Administrative as well as Operation and Maintenance cost projections
were recommended to be based on 2023 income statement figures, with
future estimates derived from unit cost analysis.

4. “Other Revenues” were to be recalculated using historical income
statement data from 2023 to avoid overestimation and better reflect
operational realities.

Having made these adjustments and accounting for the passage of time (noting
that the tariff increase was expected from September 2024), the methodological
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procedures for tariff adjustments detailed in the Water and Sewerage (Tariff)
Regulations Part 3, “Triennial Tariff Review,” and Annex 3, “Triennial Tariff
Adjustment,” which require the net present value of revenues and costs to be
determined and subsequently smoothed using a k-factor were utilized to produce
three distinct tariff scenarios;

Scenario Tariff Adjustments
(June 2026 Implementation)

Direct Smoothed
Increase Increase
Scenario
1 36.52% 22.23%
Scenario
2 53.29% 31.51%
Scenario
3 64.29% 37.34%

Scenario 1: This scenario presents the minimum rate increase required
by WASCO to cover its annual administration, operation, and maintenance
costs, as well as the depreciation and profitability of its base assets by
2023.

Base Rates
(June 2026 Implementation, 22.23% increase)

Current Rate (XCD) Jun-26 Jan-27
Water Base Charge Rates
Domestic 24.42 29.85 36.48
Commercial 66.46 81.23 99.29
Government 46.52 56.86 69.50
Hotels 73.10 89.35 109.21
Current Rate (XCD) Jun-26 Jan-27
Sewer Base Charge Rates
Domestic 16.44 20.09 24.56
Commercial 41.32 50.51 61.73
Government 25.64 31.34 38.31
Hotels 44.04 53.83 65.80

Water Consumption Charge Rate
(June 2026 Implementation, 22.23% increase)




Actual Jun-26 Jan-27

Water: Consumption Charge Rates
Domestic

Minimum (0-2000 gal) 0.00 0

Tier 1 (2000-3000 gal) 12.21 14.92 18.24

Tier 2 (>3000 gal) 24.92 30.46 37.23
Commercial

Minimum (0-2000 gal) 0.00 0.00 0.00

All other usage (>2000 gal) 33.23 40.62 49.65
Government

Minimum (0-2000 gal) 0.00 0.00 0.00

All other usage (>2000 gal) 23.26 28.43 34.75
Hotels

Minimum (0-2000 gal) 0.00 0.00 0.00

All other usage (>2000 gal) 36.55 44.68 54.61
Boats

All Usage 66.46 81.23 99.29

Sewerage Consumption Charge Rates
(June 2026 Implementation, 22.23% increase)

Actual Jun-26 Jan-27

Sewer: Consumption Charge Rates
Domestic

Minimum (0-2000 gal) 0] 0.00 0.00

Tier 1 (2000-3000 gal) 8.22 10.05 12.28

Tier 2 (>3000 gal) 15.61 19.08 23.32
Commercial

Minimum (0-2000 gal) 0 0.00 0.00

All other usage (>2000 gal) 20.66 25.25 30.87
Government

Minimum (0-2000 gal) 0 0.00 0.00

All other usage (>2000 gal) 12.82 15.67 19.15
Hotels

Minimum (0-2000 gal) 0 0.00 0.00

All other usage (>2000 gal) 22.02 26.92 32.90

Scenario 2: This scenario presents the tariff increase required by WASCO
to cover its annual administration, operation, and maintenance costs, as

7




well as the depreciation and profitability of both its base assets in 2023
and its three-year investment plan (without the John Compton Dam (JCD)
Raw Water Pipeline Replacement Project).

Base Rates
(June 2026 Implementation, 31.51% increase)

Current Rate (XCD) Jun-26| Jan-27

Water Base Charge Rates

Domestic 24.42 32.11 42.23
Commercial 66.46 87.40 114.94
Government 46.52 61.18 80.46
Hotels 73.10 96.13| 126.43

Current Rate (XCD) Jun-26| Jan-27

Sewer Base Charge Rates

Domestic 16.44 21.62 28.43
Commercial 41.32 54.34 71.46
Government 25.64 33.72 44.34
Hotels 44.04 57.92 76.17

Water Consumption Charge Rate
(June 2026 Implementation, 31.51% increase)

Actual Jun-26 Jan-27

Water: Consumption Charge Rates
Domestic

Minimum (0-2000 gal) 0.00 0

Tier 1 (2000-3000 gal) 12.21 16.06 21.12

Tier 2 (>3000 gal) 24.92 32.77 43.10
Commercial

Minimum (0-2000 gal) 0.00 0.00 0.00

All other usage (>2000 gal) 33.23 43.70 57.47
Government

Minimum (0-2000 gal) 0.00 0.00 0.00

All other usage (>2000 gal) 23.26 30.59 40.23
Hotels

Minimum (0-2000 gal) 0.00 0.00 0.00

All other usage (>2000 gal) 36.55 48.07 63.21
Boats

All Usage 66.46 87.40 114.94




Sewerage Consumption Charge Rates
(June 2026 Implementation, 31.51% increase)

Actual Jun-26 Jan-27

Sewer: Consumption Charge Rates
Domestic

Minimum (0-2000 gal) 0 0.00 0.00

Tier 1 (2000-3000 gal) 8.22 10.81 14.22

Tier 2 (>3000 gal) 15.61 20.53 27.00
Commercial

Minimum (0-2000 gal) 0 0.00 0.00

All other usage (>2000 gal) 20.66 27.17 35.73
Government

Minimum (0-2000 gal) 0 0.00 0.00

All other usage (>2000 gal) 12.82 16.86 22.17
Hotels

Minimum (0-2000 gal) 0 0.00 0.00

All other usage (>2000 gal) 22.02 28.96 38.08

Scenario 3 this scenario reflects the same elements as Scenario 2, a tariff
increase needed to cover administration, operation, and maintenance
(O&M) costs, the depreciation and return on its 2023 opening asset base,
as well as the depreciation and return associated with an investment plan
which now incorporates the John Compton Dam (JCD) Raw Water Pipeline
Replacement Project.

Base Rates
(June 2026 Implementation, 37.34% increase)

Current Rate (XCD) Jun-26 Jan-27
Water Base Charge Rates
Domestic 24.42 33.54 46.06
Commercial 66.46 91.28 125.36
Government 46.52 63.89 87.75
Hotels 73.10 100.40 137.88
Current Rate (XCD) Jun-26 Jan-27
Sewer Base Charge Rates
Domestic 16.44 22.58 31.01
Commercial 41.32 56.75 77.94
Government 25.64 35.21 48.36
Hotels 44.04 60.48 83.07




Water Consumption Charge Rate
(June 2026 Implementation, 37.34% increase)

Actual Jun-26 Jan-27
Water: Consumption Charge Rates
Domestic
Minimum (0-2000 gal) 0.00 0.00 0.00
Tier 1 (2000-3000 gal) 12.21 16.77 23.03
Tier 2 (>3000 gal) 24.92 34.23 47.00
Commercial
Minimum (0-2000 gal) 0.00 0.00 0.00
All other usage (>2000 gal) 33.23 45.64 62.68
Government
Minimum (0-2000 gal) 0.00 0.00 0.00
All other usage (>2000 gal) 23.26 31.95 43.87
Hotels
Minimum (0-2000 gal) 0.00 0.00 0.00
All other usage (>2000 gal) 36.55 50.20 68.94
Boats
All Usage 66.46 91.28 125.36
Sewerage Consumption Charge Rates
(June 2026 Implementation, 37.34% increase)
Actual Jun-26 Jan-27
Sewer: Consumption Charge Rates
Domestic
Minimum (0-2000 gal) 0 0.00 0.00
Tier 1 (2000-3000 gal) 8.22 11.29 15.50
Tier 2 (>3000 gal) 15.61 21.44 29.44
Commercial
Minimum (0-2000 gal) 0 0.00 0.00
All other usage (>2000 gal) 20.66 28.37 38.97
Government
Minimum (0-2000 gal) 0 0.00 0.00
All other usage (>2000 gal) 12.82 17.61 24.18
Hotels
Minimum (0-2000 gal) 0 0.00 0.00
All other usage (>2000 gal) 22.02 30.24 41.53
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Several general assumptions were applied to these scenarios by the independent
consultant to allow for the most appropriate tariff to be determined for the benefit
of the utility and consumers;

1.

The user and water volume projections prepared by WASCO were
maintained.

. The projection of “Other income” was adjusted by maintaining its

proportion relative to water and sewerage revenues.

. The cost projections (administrative and operational) were adjusted based

on WASCO’s 2023 income statement and projecting forward using unit
costs. Projected users were used as the driver for administrative costs,
while projected water production volume was used as the driver for
operational costs.

The initial asset base was taken from the fixed assets included in WASCO’s
2023 balance sheet.

The discount rate calculated by WASCO of 9.68% is maintained.
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Recommended Tariff Scheme

Subsequent to a thorough review of the scenarios presented by the Consultant
and discussions with WASCO, Tariff Scenario 3 was determined by the NURC
to be the most pertinent and reasonable scenario to adopt; given the strategic
priority that WASCO has assigned to the JCD Raw Water Pipeline Replacement
Project, and the potential positive effect that it will have on service delivery and
quality. This Scenario applies the general assumptions applied to all three
scenarios as well as additional scenario specific assumptions:

1. Tariff increase required to recover administrative and operational costs,
depreciation and profitability on the initial asset base, and depreciation
and profitability on the Investment Plan (with Raw Water Project).

2. The Investment Plan for Year 1 (September 2024 - August 2025)
corresponds to the investment made between January 2024 and February
2025 + the investment WASCO actually expected to carry out between
March and June 2025.

3. The Investment Plan for Year 2 (September 2025 - August 2026)
corresponds to Year 1 of WASCO'’s original Investment Plan (with Raw
Water Project).

4. The Investment Plan for Year 3 (September 2026 - August 2027)
corresponds to Year 2 of WASCO’s original Investment Plan (with Raw
Water Project).

5. The projection of operational costs includes improvements in water losses.

Given these assumptions, the aforementioned Tariff Scenario 3 will require a
direct tariff increase of 64.29% for water and sewerage services, which would
allow WASCO to more comfortably cover its day-to-day operating cost as well as
fully execute their investment plan. This would, in turn, establish an
environment conducive to more reliable service delivery of a higher quality.

However, in accordance with the existing regulations which call for a smoothed
implementation of the direct increase, a phased increase of 37.34% would be
applied in June 2026, and again in January 2027 to complete the triennial
period. This would minimize the impact of the tariff increase on the public as
well as maintain financial equilibrium over the triennium, as required by the
regulatory framework.
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Rationale

The NURC initially anticipated implementing a new tariff structure in July 2025,
under which Scenario 3 proposed a direct tariff increase of 35.83% and a
smoothed increase of 15.80%. At the time, these increases were considered
sufficient to support WASCO’s cost-recovery efforts while enabling the company
to undertake much-needed capital investments. However, unforeseen delays in
the tariff review process, coupled with evolving economic conditions, have
significantly altered the economic environment for both WASCO and its
customers. These delays allowed factors such as inflation, asset depreciation,
and other time-related cost pressures to further impact the tariff review. As a
result, the NURC was compelled to revise its initial proposal to reflect prevailing
economic conditions. The revised tariff structure, now anticipated for a June
2026 implementation, retains the investment priorities of Scenario 3 but
requires a higher direct increase of 64.29% and a higher smoothed increase of
37.34%. Importantly, the implementation of the proposed tariff increases would
also trigger the discontinuation of the dredging fee previously received by
WASCO, further underscoring the need for the revised tariff levels to ensure the
company’s financial sustainability.

Affordability and Social Considerations

The NURC, in its role as regulator, strives to balance affordability for consumers
with ensuring a fair return for the utility. To this end, factors such as annual
income levels (for both individuals and households), income distribution, and
the effects of inflation on purchasing power were considered when selecting the
recommended tariff structure during this triennial tariff review exercise.

Both the positive and negative impacts of a change in the water and sewerage
tariffs on the economic landscape of Saint Lucia were considered. Unforeseen
shocks such as the global COVID-19 pandemic which resulted in a prolonged
decline in incomes, followed by an unprecedented period of economic recovery
were taken into account. Government actions were examined, including
increases in the minimum wage, which would have had positive effects on the
situation of low-income earners. The economic well-being of all consumer
groups, particularly lower-income and more vulnerable consumers, was a major
priority during this triennial tariff review. As such, the cost-mitigating effects of
cross-subsidies incorporated into the tariff structure were carefully considered.
Though it can be argued as insufficient, WASCO’s differential pricing across
customer categories supports affordability by allowing higher-consuming and
non-residential customer classes to subsidize lower-income households. This
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approach helps to ensure continued access to essential utility services, while
maintaining the utility’s financial sustainability. However, a tariff increase is
required under all three scenarios presented, given the needs of the Water and
Sewerage Sectors and the potential long-term benefit to the public. Tariff
Adjustment Scenario 3 is proposed as it introduces the most beneficial set of
circumstances for all parties and remains within the acceptable affordability
threshold range as recommended by the UNDP and WHO methodology.

Conclusion

The NURC’s comprehensive regulatory review of WASCOQO'’s Triennial Tariff Review
Application for the period September 2024 to August 2027 determined that the
proposed tariff increase of 42.2% and accompanying cost and revenue estimates
required substantial adjustment to ensure transparency, consistency, and long-
term financial sustainability. The review identified key deficiencies in the
calculation of the opening asset base, the phasing and valuation of the
investment plan, projections for operating and maintenance costs, cost-
allocation methodologies, and the estimation of other revenues.

To address these issues, the Commission adopted the asset figures from
WASCO’s 2023 unaudited balance sheet as the opening asset base; revised the
investment plan to a total of XCD 110.7 million over the three-year period;
anchored operating and maintenance costs and other revenues to actual 2023
financial data; and applied more realistic and consistent projection
methodologies.

Based on these adjustments, three tariff scenarios were developed, ranging from
a minimum increase designed to recover core operational costs (Scenario 1), to
a higher increase incorporating a modest investment programme (Scenario 2),
and finally to a more substantial increase reflecting a comprehensive investment
programme, including the John Compton Dam (JCD) Raw Water Pipeline
Replacement Project (Scenario 3). In accordance with the regulatory framework,
phased tariff increases of 22.23%, 31.51%, and 37.34% would be applied under
Scenarios 1, 2, and 3, respectively.

Although Scenario 3 requires the highest tariff increase (37.34%) due to its
substantial capital investment portfolio which may pose some affordability
pressures for lower-income groups, it was considered the most reasonable option
given the strategic importance of the JCD Raw Water Pipeline Replacement
Project. This project is expected to significantly enhance service coverage and
reliability, particularly in the north of the island.
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Looking Ahead

The NURC identified several key lessons during the tariff review process which
will be considered to ensure a smoother and more effective process for future
triennium tariff review exercises. These measures include refining the minimum
filing requirements, recognising that the complement of documents requested
from the utility should be more robust and comprehensive to support effective
regulatory assessment. The NURC also acknowledges the need to develop clear,
measurable and enforceable service standards which would assist in properly
assessing the quality, efficiency and reliability of services provided by the utility.

During the current triennium, the NURC will collaborate with WASCO to define
reasonable service standards which will be incorporated into the Service License.
In addition, the NURC plans to engage with the Ministry of Equity, Labour,
Gender and Elderly Affairs, Social Justice and Consumer Welfare to discuss the
development of an appropriate subsidy framework with respect to the water and
sewerage tariffs. This would assist in mitigating the negative effect on the lower
income earners who may be disproportionately impacted by the increase in the
water and sewerage tariffs.

Kindly note that the full Draft Determination Report is available on the Commission’s website
at www.nurc.org.lc.
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