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[bookmark: _Toc202315766]PREFACE AND ACKNOWLEDGEMENT
Tana Water and sanitation company was established in 2006.Over the years, the company has recorded growth, though not at the desired pace. Notable improvements have been achieved in water provision but the company is yet to establish sanitation services due to lack of adequate capital. This success is largely attributable to the support received from the County Government in offsetting operational costs and donors in co-financing major projects.
The company has expanded its customer base and improved service hours through several intervention programs supported by donor partners and the county government. Key achievements include increased consumer metering, which has helped to boost revenue and reduce non-revenue water from 72% to 65% — though this figure remains significantly above the national benchmark of 25%. The gains have been made through initiatives such as replacing faulty and aging water meters.
WSP operates a large service area with many rural schemes lacking pipeline networks. The development of new water supply systems and distribution lines requires substantial capital investment. In recent years, the company rehabilitated four boreholes with financial support from development partners. While these projects have extended water services to new communities, last-mile connectivity remains a challenge due to insufficient funding.
The company is currently undertaking a major infrastructure project- the construction of a decentralized treatment facility through national government financing. This project, once complete, is expected to enable us to offer sanitation services. However, funding gaps for distribution network extensions persist.
Solarizing water pumping systems to reduce operational costs remains a major priority for the utility but is hampered by the high upfront investment required. If this is done, it is estimated that the energy costs will reduce by 20%.
The company recently approved its Strategic Plan (2024–2029), which will guide operations with a strong focus on sustainability. Key targets through the K-WASH program and this PIAP include:
· Reducing non-revenue water from 65% to 45% by 2029, to increase revenue and lower operating costs.
· Increasing water coverage and service hours from 32% to 45% by 2029 through network expansion and rehabilitation.
· Increase metering ratio from 46% to 100% by 2029 through installation of new meters and replacement of non-functional meters.
· Improving Collection efficiency from 63% to 82% by 2029 through implementation of stricter billing and collection policies
· Increase the hours of supply from 9.8 to 20 per day through drilling and equipping six new boreholes.
· Reducing energy cost by 20% through investments in solarization of boreholes.
Strict adherence to work plans and timely reporting will be prioritized to maintain accountability and improve operational efficiency.


WILLIAM JILLO
MANAGING DIRECTOR
Tana Water and Sanitation Company
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1 [bookmark: _Toc202315767]Introduction and Background
1.1 [bookmark: _Toc202315768]Utility Profile and Service Area
Tana Water and Sanitation Company Ltd (TAWASCO) is a company incorporated, in 2006, under the Companies Act Cap 486, Laws of Kenya. The company's objectives are broadly formulated in its memorandum and articles of association to cover activities directly related to the provision of water and sanitation services within Tana River County. TAWASCO is operating under a memorandum of understanding with Tana River County Government, in accordance with the Water Act 2016.
TAWASCO is mandated to provide services over an administrative area of 3,206.6 square kilometers. The total service area population of 125,629 as of 2024. Major towns served include;
1. Hola with 650 metered connection out of 2570 registered connections. Total active connection is 1,800.
2. [bookmark: _Hlk198639413]Garsen with 485 metered connections out of 1865 registered connections. Total active connection is 850.
3.  Madogo with 355 metered connections out of 1432 registered connections. Total active connection is 1,000.
4. Ngao with 347 metered connections out of 850 registered connections. Total active connection is 609.
5. Bura with 300 metered connections out of 550 registered connections. Total active connection is 350.
TAWASCO is classified as a medium WSP according to WASREB guidelines and holds a valid WASREB license (WASREB/LSA/3LIC/83). The company has a WASREB-approved justified tariff as per the gazette notice no.11271 dated August 25, 2023, and operates with a fully constituted Board of Directors in accordance with WASREB corporate governance guidelines.
The utility operates under the policy direction of the Tana River County Department of Water Services and coordinates with national sector institutions for infrastructure development, resource management, and funding programs. Its licensed service area covers multiple urban centers and rapidly growing market towns across five administrative sub-counties: Tana Delta, Tarasaa, Tana River, Tana North and Bangale. The utility manages a combination of pumping and gravity-fed schemes supplied by surface water sources from river Tana and ground water. However, many of these systems are energy-intensive, contributing to high operational costs.
[bookmark: _Toc202315769]1.2 Customer Base and Infrastructure
As of 2024, the utility has approximately 7,267 registered connections, with about 63% considered active. The service area population is predominantly rural, though urban centers are expanding quickly. The customer base includes domestic households (86%), institutions (2%), commercial premises (4%), and a no industrial client 
The existing infrastructure includes:
· Over 458 kilometers of distribution network,
· 3 operational water treatment systems, All in need of rehabilitation,
· Storage capacity exceeding 4,500 cubic meters,
· No sewerage systems
Despite this, piped water coverage reaches only 32% of the Tana River County population, with no sewerage services. The utility faces chronic challenges, including low metering ratio (46%), aging infrastructure, high levels of Non-Revenue Water (NRW) at 65%, and poor revenue collection performance, with a collection efficiency of just 63%. In terms of service quality, customers experience an average supply continuity of 9.8 hours per day, with many peri-urban areas receiving water only 3–4 days a week. Average network pressure remains low at 1 bar, below the recommended 2–3 bar for reliable household supply. Additionally, periodic water quality monitoring shows that only 81% of water samples meet national bacteriological standards, contributing to consumer dissatisfaction and reliance on alternative, often unsafe, water sources.
[bookmark: _Toc202315770]1.3 Utility Performance Classification
Based on recent sector performance reports, the utility is classified within the lowest performance category nationally (position 11 out of 13 under medium WSP category and position 81 out of 88 nationally according to impact report 16), due to persistent weaknesses in several areas:
· High Non-Revenue Water (NRW): The Company experiences significant water losses, with NRW at 65% as of 2024, indicating substantial physical and commercial losses within the distribution system.
· Low Metering Rate and Meter Reading Efficiency: Only 46% of connections are metered (2137 out of 4609 total active connections), limiting accurate billing and revenue collection.
· Weak Financial Performance: The Company has experienced persistent operating losses, with a negative EBITDA of KSh. 40,033,900 in 2024, indicating serious financial sustainability issues.
· Limited Water Supply Hours: Service provision averages only 9.8 hours per day, affecting customer satisfaction and service reliability.
High Energy Costs: Energy expenses constitute a significant portion of operating costs (KSh. 15,198,000 in 2024), representing approximately 20.2% of total operating expenses.
1. Low Coverage Rates: Only about 32% of the population in the service area (39,904 out of 125,629) receives water services directly from the utility, with even zero sewerage coverage.
2. Organizational Capacity Constraints: The Company faces challenges in human resource management, operational efficiency, and governance frameworks.
[bookmark: _Toc202315771]1.4 Recent Reforms and Initiatives
In response to operational and financial challenges, the utility has launched a number of reforms under its latest business plan (2024), with support from development partners and sector programs. Recent milestones include:
· Approval of a new multi-year tariff structure-Completed
· Initiation of targeted NRW reduction programs- ongoing
· Partial implementation of an Enterprise Resource Planning (ERP) system, hindered by financing constraints-ongoing
· Digitization of billing in select schemes-completed
These initiatives form the foundation for the Performance Improvement Action Plan (PIAP), which outlines a phased, results-based strategy to address longstanding performance deficits.
[bookmark: _Toc202315772]1.5 Current Performance Challenges
The utility faces a series of interrelated challenges across technical, operational, financial, and institutional areas, including:
· High Non-Revenue Water (NRW):
Estimated at 65%, driven by aged and leaking infrastructure, illegal connections, unmetered consumption, and limited pressure and district metering controls.
· Poor Financial Performance:
O&M cost coverage remains below 76%, with high electricity costs from pumping schemes, low revenue collection efficiency (63%), and an unsustainable personnel cost burden.
· Salary and Financial Arrears:
Outstanding obligations include salary payments (over 3 months), statutory deductions (over 12 months), undermining morale and operational effectiveness.
· Weak Institutional Capacity:
Absence of a dedicated performance improvement unit, weak internal financial controls, limited automation, and ineffective stakeholder engagement mechanisms.
· Inadequate Asset Maintenance:
Aging treatment plants, insufficient storage, frequent pipeline bursts, and limited maintenance planning contribute to low service reliability and high system losses.
· Incomplete Customer Database:
Many service connections are unregistered, improperly categorized, or unlinked to billing and service records, with stalled efforts to fully digitize customer management systems.
· Limited water service coverage: A significant portion of the service area remains unserved or experiences intermittent and unreliable water supply due to infrastructure limitations, aging distribution networks, and capacity constraints at production facilities. This restricts potential revenue generation and contributes to public dissatisfaction with the utility’s service delivery.
· Lack of Sanitation Services:
There is no Sewerage infrastructure in place to serve the existing customers.
[bookmark: _Toc202315773]1.6 Purpose of the PIAP
This Performance Improvement Action Plan (PIAP) provides a structured framework to restore financial viability, improve operational efficiency, and expand service coverage in line with national and county sector goals. It addresses urgent operational and institutional performance gaps, with a focus on improving cost recovery, reducing NRW, enhancing metering, and strengthening governance systems.
The PIAP translates diagnostic assessments and sector benchmarks into a phased investment and reform roadmap, offering both short- and medium-term actions to:
· Improve O&M cost recovery to sustainably meet financial obligations,
· Reduce both commercial and technical water losses
· Strengthen customer management and revenue collection systems,
· Address salary and financial arrears to stabilize staff performance,
· Improve institutional capacity and stakeholder coordination,
The plan is designed to position the utility for eligibility under performance-based financing programs and to support its long-term service delivery and sustainability objectives. By systematically addressing operational inefficiencies, strengthening revenue management, and improving customer service, the utility aims to enhance its financial position, operational reliability, and customer satisfaction. The interventions outlined in this plan are sequenced and costed to deliver measurable improvements in key performance indicators, ensuring the utility meets both immediate operational needs and lays the groundwork for future investment readiness.
2 [bookmark: _Toc202315774]Utility Performance Assessment 
This chapter presents a comprehensive summary of the operational and commercial performance assessment for the utility, focusing on four core areas: technical operations, commercial operations, financial performance, and human resources management. The assessment was undertaken through a review of operational records, infrastructure mapping, interviews with management and operational staff, site inspections, and analysis of available financial and customer data. It identifies persistent challenges undermining operational efficiency and financial viability, while also highlighting key operational strengths and areas of resilience that can be built upon in future performance improvement planning.
[bookmark: _Toc202315775]2.1 Utility performance summary 
The performance cobweb presented below illustrates the relative performance of TAWASCO across four key operational areas: Human Resource Management, Financial Management, Technical Operations, and Commercial Operations. Each axis represents a specific performance category scored on a scale from 0 to 5, where 5 indicates excellent performance aligned with good industry practice, and 0 reflects critical underperformance.[footnoteRef:1] [1:   The scoring methodology is based on a standardized assessment framework adapted from sector performance benchmarking guidelines. Scores are assigned through a combination of utility self-assessment, review of operational and financial records, and validation by the technical advisory team. Each score reflects performance against a set of pre-defined indicators within the respective category — for example, Financial Management includes indicators such as OCCR, collection efficiency, and debt service coverage ratio. A score of 5 represents performance meeting or exceeding established benchmarks, while lower scores indicate varying levels of deviation from these targets.] 

[bookmark: _Hlk198648403]The cobweb reveals a skewed performance profile, with all operational areas achieving a notable weak score of 0.5
The low financial management score reflects poor cost recovery rates, weak budget execution, and limited financial controls, contributing to persistent cash flow constraints. Similarly, the low score in technical operations highlights long-standing issues with high non-revenue water (currently at 65%), frequent service interruptions, and inadequate asset maintenance practices.
The low human resource management score reflects lack of staff training and organizational restructuring with challenges persisting around staffing ratios, workforce productivity, and succession planning. The low commercial operation score reflects relatively low progress in areas such as billing coverage and revenue collection efficiency, although significant gaps remain in reducing commercial losses and improving metering ratio.





This performance cobweb provides a useful visual diagnostic of the operational strengths and weaknesses, highlighting the need for targeted interventions in financial and technical management to improve overall service delivery. Under the proposed performance-based improvement program, these baseline scores will be periodically updated to track progress and guide the utility’s capacity-building and investment priorities.
The utility continues to face a number of critical operational and financial challenges, chief among them being elevated levels of Non-Revenue Water (NRW), operational inefficiencies in network management and leak repairs, weaknesses in commercial operations, and rising energy costs. These issues are compounded by an aging asset base, weak metering infrastructure, and outdated customer service systems, all of which constrain the utility’s capacity to optimize revenues and control costs.
At the same time, the utility has demonstrated several operational strengths. Notably, it has succeeded in maintaining a relatively consistent water supply schedule of 9.8 hours per day across most of its service areas and has shown a willingness to undertake tariff reviews to align user charges with operating costs. These areas of operational resilience provide a foundation upon which future operational and financial improvements can be built.
The key challenges and strengths emerging from the assessment are summarized below:


Key Performance Challenges:
· High Non-Revenue Water (NRW): The Company experiences significant water losses, with NRW at 65% as of 2024, indicating substantial physical and commercial losses within the distribution system.
· Low Metering Rate and Meter Reading Efficiency: Only 46% of connections are metered (2137 out of 4609 total active connections), limiting accurate billing and revenue collection.
· Weak Financial Performance: The Company has experienced persistent operating losses, with a negative EBITDA of Ksh. 40,033,900 in 2024, indicating serious financial sustainability issues.
· Limited Water Supply Hours: Service provision averages only 9.8 hours per day, affecting customer satisfaction and service reliability.
· High Energy Costs: Energy expenses constitute a significant portion of operating costs (KSh. 15,198,000 in 2024), representing approximately 42.2% of total operating expenses.
· Low Coverage Rates: Only about 32% of the population in the service area (39,904 out of 125,629) receives water services directly from the utility, with even zero sewerage coverage.
· Organizational Capacity Constraints: The Company faces challenges in human resource management, operational efficiency, and governance frameworks.
Areas of Operational Strength:
· Consistent water supply availability: The utility has maintained 9.8-hour average supply schedule across most of its network, a commendable achievement given infrastructure constraints.
· Regular tariff reviews: Demonstrating proactive financial management and will be submitting a new tariff application for the 2026/27–2028/29 regulatory period, with a commitment to future reviews every three years.
The table below shows the WSP performance on KPIs, as well as the annual improvement targets, and the WASREB benchmark. 
	KPI
	Baseline (2024)
	2025
	2026
	2027
	2028
	2029
	2030 Target
	Benchmark (WASREB)

	Non-Revenue Water (%)
	65%
	62%
	58%
	53%
	47%
	45%
	≤30%
	<25%

	Metering Ratio (%)
	46%
	55%
	75%
	100%
	100%
	100%
	100%
	100%

	Revenue Collection Efficiency (%)
	63%
	65%
	68%
	73%
	79%
	82%
	≥97%
	>95%

	O&M Cost Coverage Ratio (OCCR)
	0.76
	0.78
	0.82
	0.86
	0.88
	0.93
	≥0.98
	≥1.00

	Hours of Supply (per day)
	<10 hrs
	12 hrs
	14 hrs
	16 hrs
	18 hrs
	20 hrs
	24 hrs
	24 hrs/day

	Staff per 1,000 connections
	15
	14
	13
	12
	11
	10
	≤6
	<5

	Energy Costs (% of OPEX)
	42.7%
	38%
	35%
	32%
	30%
	22%
	≤20%
	<20%

	Customer Complaints Resolved (%)
	82%
	90%
	95%
	97%
	97%
	97%
	≥95%
	>95%

	Metering Rate (%)
	46%
	55%
	70%
	85%
	100%
	100%
	>80%
	>75%

	Water Coverage (%)
	32%
	35%
	37%
	39%
	42%
	45%
	>60%
	>80%

	Sewerage Coverage (%)
	0%
	0%
	0%
	1%
	3%
	5%
	≥25%
	>30%



The remainder of this chapter provides a detailed performance summary by operational area.
[bookmark: _Toc202315776]2.2 Technical Operations Performance
Water Loss and Non-Revenue Water (NRW) Management
The utility continues to grapple with unacceptably high levels of Non-Revenue Water (NRW), recorded at 70% in FY 2021/22, with a slight improvement to a moving average of 65% in FY 2022/23 and 2023/24. This remains far above sector benchmarks and is among the highest in the region for utilities of similar size and operational environment. Of the total NRW, approximately 25 percentage points are attributed to technical losses — such as leaks, burst pipes, and unmetered consumption — while the remaining 40 percentage points result from commercial losses, including illegal connections, meter inaccuracies, and data handling errors. This imbalance not only undermines the utility’s financial viability but also contributes to unreliable service delivery and increased production costs. A breakdown of the underlying causes revealed the following:
· Aging infrastructure: Large portions of the network exceed 45 years in service, much of it poorly located within pavements, drainage channels, and foundations, complicating maintenance and increasing leakage frequency.
· Unplanned network extensions and illegal connections: Numerous unauthorized service connections have been made over time, contributing to a fragmented and difficult-to-manage distribution network.
· Vandalism: Regular tampering of mainline infrastructure and customer meters, particularly in peri-urban and remote service areas, exacerbates leakage and revenue loss.
· Obsolete and inaccurate customer meters: Many meters are over 10 years old and suffer from under-registration, leading to systematic under-billing.
[bookmark: _Toc202315777]Production and Supply Performance
The utility operates a mainline system with an installed production capacity of 11,896 m³/day, but actual daily production averages 2,844 m³/day. Supply is maintained for 9.8 hours per day, delivering an average per capita volume of 0.28 liters with pressure ranging between 0.3 and 16 bars in the distribution network. There is limited pressure management infrastructure which has resulted in significant variability and frequent low-pressure complaints. The absence of District Metered Areas (DMAs) further constrains effective monitoring and control of water losses.
[bookmark: _Toc202315778]Leak Repair Performance
Leak detection and repair performance is mixed. The utility achieves medium-quality repairs (78%) on mainline pipes, leak response times remain long, particularly on larger mains:
· 3 mainline leaks reported daily, with an average repair time of 60 hours.
· 20 distribution pipe leaks daily, with an average repair time of 48 hours. Repair quality for distribution pipes is lower at 70%, indicating issues with materials, workmanship, or supervision.
[bookmark: _Toc202315779]Water Balance and Pressure Management
A recent water balance prepared by the utility estimates total non-revenue water (NRW) at 65% of system input volume. Of this, approximately 25% is attributed to technical losses, primarily as a result of:
· Aging and poorly maintained distribution infrastructure, with over 50% of pipelines exceeding 45 years in service.
· Frequent pipe bursts and leaks, with an estimated average of 8 major leaks per 100 km of network per month.
· Lack of pressure management, leading to high background leakage rates, particularly during off-peak periods.
The remaining 40% is classified as commercial losses, arising from:
· High levels of illegal connections and water theft, estimated at 10% of system input.
· Metering inaccuracies and meter under-registration, accounting for 10% of losses, due to a large proportion of aged and dysfunctional meters.
· Data handling and billing errors, contributing a further 6%, linked to manual meter reading and delays in bill processing.
· Unmetered connections, contributing to a further 14%.
While these estimates provide a working basis for planning, they remain approximate due to limitations in the utility’s current monitoring systems. In particular, the lack of inflow, district metered area (DMA), and pressure data prevents reliable analysis of background leakage and network performance. A detailed, IWA-compliant water balance with confidence limits will be a priority under the performance improvement program.
[bookmark: _Toc202315780]Energy Efficiency Assessment
Total electricity consumption has been increasing substantially over recent years — from 597,600 kWh in 2021 to 632,620 kWh in 2023. The consumption dropped to 479,127 kWh in 2024 which is attributed to closure of one of our station affected by floods during that period. Without energy-efficient equipment or optimized pumping schedules, the utility remains vulnerable to future tariff increases.
[bookmark: _Toc202315781]2.3 Commercial Operations Performance
[bookmark: _Toc202315782]Service Connections and Metering
As of FY 2023/24, the utility has 4,609 active service connections and 2,658 inactive accounts, the latter representing a major commercial risk in terms of uncollected debts and revenue leakage. Most customer meters are volumetric and sourced from multiple manufacturers, with a significant proportion over 10 years old. The company does not have a meter testing bench but depends on simple traditional meter testing methods of installing meters in series. Notably, while production site meters are in place, production volumes are frequently estimated from pump run hours and theoretical outputs, undermining billing accuracy.
[bookmark: _Toc202315783]Consumption by Customer Category
A review of billed consumption shows a heavy reliance on domestic customers, who account for 57.1% of total consumption. Commercial customers represent only 28.3%, while government institutions and schools account for 6.3% and 6.1%, respectively. Water kiosks customers represent 2.2%.
	Category
	2022/23 (m³)
	2023/24 (m³)
	Percentage (%)

	Domestic
	340,481
	189,400
	57.1

	Commercial
	153,000
	93,900
	28.3

	Schools
	36,000
	20,100
	6.1

	Government Institutions
	64,100
	21,000
	6.3

	Water Kiosks
	6,900
	7,300
	2.2

	Total
	600,481
	331,700
	100


Billing and Revenue Collection Systems
Billing and collection operations are organized into 5 zones. Meter readings are conducted monthly between the 15th and 25th, with billing generated immediately thereafter. While revenue collection is continuous, significant arrears persist, and there are opportunities to enhance performance by recovering historical debts and reactivating inactive accounts.
[bookmark: _Toc202315784]Tariff Management
A new tariff application covering the 2026/27–2028/29 regulatory period will be submitted by December 2025, reflecting the utility’s recognition of the need to align revenues with increasing operational costs. Future reviews are planned on a three-year cycle.
[bookmark: _Toc202315785]Customer Relationship Management
Customer service processes are manual, with complaints submitted via various channels, logged manually, and investigated individually. The absence of automated systems for complaint tracking, notification, and reporting reduces transparency and slows resolution. Proposed improvements include procuring a customer care module, assigning reference numbers, and enabling real-time notifications for both staff and customers.
[bookmark: _Toc202315786]Debt Management
A review of outstanding receivables and historical debt has been submitted to the board for write-offs consideration, with preliminary analysis indicating significant aged debts, particularly from inactive accounts, inherited debts particularly in Madogo zone (from Garissa water) and government institutions.
3 [bookmark: _Toc202315787]Performance Targets and Modelling of OCCR Targets
This chapter focuses on setting performance targets for the utility’s operational efficiency, specifically in relation to the Operational Cost Coverage Ratio (OCCR). The OCCR is a critical financial metric that measures the utility’s ability to cover its operational costs through revenue generation, serving as a key indicator of financial sustainability. The chapter outlines the process for modeling OCCR targets, considering factors such as current performance levels, projected improvements, tariff adjustments, and expected changes in operational costs. By establishing realistic and measurable targets, the utility will be better equipped to track its financial health and identify areas for improvement. This section will also explore the alignment of these targets with broader strategic goals, ensuring that the utility can achieve long-term financial viability while maintaining a high standard of service delivery.
[bookmark: _Toc202315788]3.1 Key Performance Indicators and Targets
The WSP has set clear, measurable performance targets that are directly linked to improving operational efficiency and increasing financial sustainability. These targets are part of our broader goal of improving the OCCR (Operational Cost Coverage Ratio), and are designed to reduce costs, improve revenue collection, and enhance customer service.
	Intervention
	Target Outcome
	Timeline
	Estimated Cost (KES)
	Impact

	1. Non-Revenue Water (NRW) Reduction
	Reduction of NRW to 45%
	2029
	30,000,000
	Reduction in production costs, improvement in revenue from accurate billing due to reduced leaks, and reduced energy costs for water pumping.

	2. Revenue Collection Enhancement
	Increase collection efficiency to 82%
	2029
	13,000,000
	Improved cash flow through better collections, reducing the revenue shortfall and improving the financial sustainability of the utility.

	3. Infrastructure Rehabilitation & Upgrades
	Replacement of 5% old reticulation system and construction and equipping of 6 new boreholes 
	2029
	45,000,000
	Reduced operational disruptions, lower maintenance costs, and increased capacity for water delivery, leading to improved customer satisfaction and retention.

	4. Energy Efficiency Improvements
	Reduce energy costs by 20%
	2029
	33,000,000
	Lower energy expenses, which frees up resources for reinvestment in other areas, contributing to the utility’s financial stability.

	5.Customer Service and Complaint Resolution System
	Reduce complaints by 50%
	2029
	5,000,000
	Increased customer satisfaction, fewer disputes over bills, and higher payment rates due to improved responsiveness and communication.



The subsections below summarize the interventions and estimated impacts. Further details are provided in the Appendix. 
Non-Revenue Water (NRW) Reduction
Reducing NRW from 65% to 45% will directly reduce the costs of water production, as less water will need to be produced and treated to meet customer demand. By fixing leaks and improving metering accuracy, WSP will be able to bill customers for more of the water actually used, increasing annual revenues by approximately KES 20.14 million. In total, NRW reduction interventions are expected to generate a financial benefit of KES 20.14 million annually, improving both revenue and operational cost efficiency, while contributing to the long-term financial sustainability of the utility.
Revenue Collection Enhancement
Achieving an 82% collection rate will significantly improve cash flow and operational performance. Through improvements to billing accuracy, better metering, streamlined payment systems, and stricter enforcement measures (such as disconnection protocols), the utility can expect to increase annual revenue collections by KES 6.65 million. This improvement in cash flow will reduce the need for short-term borrowing and allow the utility to reinvest its internally generated funds into maintenance and service expansion projects, lessening dependence on external financing and grants.
Infrastructure Rehabilitation & Upgrades
Replacing 5% of outdated and dilapidated reticulation system will reduce the frequency of emergency repairs and operational downtime, improving service reliability. This will have both revenue and cost-saving impacts. Firstly, improved reticulation system will help retain customers, enhance satisfaction, and increase billable consumption, translating to an estimated KES 5.04 Million per year in additional revenue. Secondly, reducing emergency repairs and system breakdowns is expected to lower operating expenses by around KES 1.2 million annually. In total, this intervention will yield a combined annual financial impact of KES 6.24 million, while also providing long-term benefits in asset management and customer service quality.
Energy Efficiency Improvements
By implementing energy-efficient pumps, optimizing pumping schedules, and minimizing unnecessary water losses, WSP will reduce its electricity bills by an estimated KES 3.06 million per year. These operational savings can be redirected toward infrastructure investments, operational upgrades, or customer service initiatives, improving the utility’s resilience and sustainability without increasing tariffs. Beyond the financial savings, these interventions will also reduce the WSP’s carbon footprint and environmental impact.
Customer Service and Complaint Resolution System
Introducing a structured and responsive customer service and complaints management system is expected to reduce customer complaints by 50%, which will improve customer satisfaction and reduce disputes over billing and service delivery. Experience from similar utilities indicates that improved customer relations can increase payment rates by approximately 10%. For WSP, this would result in an annual revenue increase of approximately KES 500,000. Additionally, reducing the number of complaints and the resources required to address them will cut operational costs by around KES 100,000 per year. The total annual financial benefit of this intervention is therefore estimated KES 600,000 while also improving the utility’s reputation and strengthening relationships with its customer base.
[bookmark: _Toc202315789]3.2 Modelling of OCCR Targets
This section presents the modelling results showing the potential impact of the interventions outlined in Section 3.1 on the Operational Cost Coverage Ratio (OCCR) targets. The two scenarios reflect different assumptions about the level of intervention and its impact on the utility's financial performance.
	Year
	Scenario
	Revenue Increase (KES)
	Cost Savings (KES)
	OCCR

	2025
	Business as Usual
	0
	0
	0.66

	
	With Intervention
	9,506,000
	1,826,000
	0.78

	2026
	Business as Usual
	0
	0
	0.66

	
	With Intervention
	18,650,000
	3,095,000
	0.82

	2027
	Business as Usual
	0
	0
	0.66

	
	With Intervention
	25,484,000
	4,065,000
	0.86

	2028
	Business as Usual
	0
	0
	0.66

	
	With Intervention
	30,352,000
	4,265,000
	0.88

	2029
	Business as Usual
	0
	0
	0.66

	
	With Intervention
	32,329,000
	4,366,000
	0.93

	2030
	Business as Usual
	0
	0
	0.66

	
	With Intervention
	34,329,000
	4,466,000
	0.98



· Business as Usual (BAU): This scenario assumes no significant changes or improvements in the utility's operations, reflecting the current trajectory. It factors in only routine maintenance and minor improvements, resulting in an OCCR of 0.76, which reflects the current financial performance.
· With Intervention: This scenario incorporates the planned interventions outlined in Section 3.1, including reducing NRW, enhancing revenue collection, upgrading infrastructure, and improving energy efficiency. The modelling assumes that these measures will increase revenue by 40% and reduce costs by 6%. As a result, the OCCR will improve significantly, rising to 0.93 by 2029.
The financial modelling tool indicates that, with the proposed interventions, the OCCR will increase from the current level of 0.76 to 0.93 over a five-year period, demonstrating a strong improvement in financial sustainability. According to the tool’s projections, this improvement will be driven by an anticipated increase in annual revenue of KES 32.33 million and annual cost savings of KES 4.37 million. Achieving an OCCR of 0.93 will be crucial for the WSP’s long-term ability to fully cover its operational costs from internally generated revenue and maintain financial health with minimal reliance on subsidies or short-term borrowing.
4. [bookmark: _Toc202315790]Investment and financing plan 
To achieve the performance targets and OCCR improvements outlined in Section 3.2, WSP’s investment plan focuses on key interventions that will directly address operational inefficiencies and financial performance gaps. As detailed in the modelling, the planned interventions are expected to significantly improve the OCCR from 0.76 to 0.93 by 2029, supported by a combination of revenue enhancements, cost reductions, and infrastructure upgrades.
[bookmark: _Toc202315791]4.1 Summary of Investment Plan
The investment plan includes initiatives across five major areas: Non-Revenue Water (NRW) reduction, revenue collection enhancement, infrastructure rehabilitation, energy efficiency improvements, and customer service enhancements. These areas were selected based on their direct impact on the WSP’s financial sustainability and operational effectiveness and align with the performance targets and OCCR improvements set out in Section 3.
	Investment Area
	Description
	Total Cost (KES)
	Implementation Period

	Non-Revenue Water (NRW) Reduction Program
	Leak repairs, meter replacement, installation of new meters
	30,000,000
	2025–2028

	Revenue Collection Enhancement
	Upgrading of billing system, customer identification survey, Investigating illegal connections, disconnection teams
	13,000,000
	2025–2026

	Infrastructure Rehabilitation & Upgrades
	Pipeline replacement, new boreholes
	45,000,000
	2025–2029

	Energy Efficiency Improvements
	Energy audit, Efficient pumps, variable speed drives, solarization, operational optimization
	33,000,000
	2025–2027

	Customer Service and Complaint System
	Staff capacity building, Call center setup, grievance system, mobile complaint app
	5,000,000
	2025–2027

	Total
	
	126,000,000
	



[bookmark: _GoBack]The investment priorities are strategically designed to focus on achieving quick improvements in the WSP's OCCR by addressing the most pressing operational inefficiencies in the initial years. These early-stage interventions will set the foundation for long-term sustainability by reducing NRW, enhancing revenue collection, and improving operational efficiency.
[bookmark: _Toc202315792]4.2 Phased Investment Implementation Plan
To ensure that the interventions align with the projected OCCR improvements, the investment plan will be implemented in a phased approach. The first two years will focus heavily on the NRW reduction program and revenue collection enhancement, as these areas are expected to yield the fastest returns and directly impact the utility’s financial health. Infrastructure upgrades and energy efficiency improvements will follow in subsequent years, ensuring a balanced approach to both immediate and long-term performance targets.
	Year
	NRW Program (KES)
	Revenue Collection (KES)
	Infra Upgrades (KES)
	Energy Efficiency (KES)
	Customer Service (KES)
	Annual Total (KES)

	2025
	10,000,000
	8,000,000
	10,000,000
	16,000,000
	2,000,000
	46,000,000

	2026
	8,000,000
	5,000,000
	10,000,000
	10,000,000
	2,000,000
	35,000,000

	2027
	6,000,000
	-
	10,000,000
	7,000,000
	1,000,000
	24,000,000

	2028
	6,000,000
	-
	10,000,000
	-
	-
	16,000,000

	2029
	-
	-
	5,000,000
	-
	-
	5,000,000

	Total
	30,000,000
	13,000,000
	45,000,000
	33,000,000
	5,000,000
	126,000,000


[bookmark: _Toc202315793]4.3 Investment in Organizational and HR Improvements
A critical component of achieving the OCCR target of 0.93 by 2029 is strengthening the organizational capacity of WSP. Organizational and HR improvements will focus on enhancing staff skills, optimizing management structures, and building internal processes that support sustainable operational improvements. These investments will directly contribute to improving performance efficiency, customer service, and overall financial management, ensuring that the utility can implement and sustain the planned interventions effectively.
	Investment Area
	Description
	Total Cost (KES)
	Implementation Period

	Staff Capacity Building
	Training programs, workshops, leadership development
	2,000,000
	2025-2027

	Management Systems Enhancement
	Implementing new management tools and performance monitoring systems
	8,000,000
	2025–2027

	HR Process Optimization
	Streamlining recruitment, performance evaluation, and career development
	500,000
	2024–2026

	Total
	
	10,500,000
	


[bookmark: _Toc202315794]4.4 Financing Plan
In line with the investment plan and its connection to achieving the OCCR targets, WSP proposes to finance the required investments through a balanced mix of internal funds, government grants, and concessional loans. The financing strategy ensures that the WSP can implement the necessary interventions without compromising its financial stability while also positioning the utility to achieve the targeted OCCR of 0.93 by 2029.
	Financing Source
	Amount (KES)
	Proportion of Total (%)

	Internal Revenues
	15,000,000
	12%

	Government Grant
	100,000,000
	79%

	Concessional Loan
	11,000,000
	9%

	Total
	126,000,000
	100%


The phased implementation of investments and the strategic financing plan are designed to ensure the WSP can meet its OCCR improvement targets, achieving a sustainable OCCR of 0.93 by 2029. The focus on high-impact, quick-return investments in the initial years will drive early gains in revenue generation and cost reduction, which will subsequently support larger infrastructure projects and operational improvements.
[bookmark: _Toc202315795]4.5 Potential Bankable Projects
Several projects within the investment plan have the potential to be considered bankable or commercially viable. These projects not only align with the utility’s performance improvement objectives but also present opportunities for financing through private investment or concessional loans. Below, we outline three key projects that have strong potential for financial sustainability and commercial viability.
	Project
	Investment (KES)
	Payback Period
	Revenue Impact
	Cost Savings

	Meter Replacement Program
	10,000,000
	5 years
	5–10% increase in revenue
	2-5% reduction in operational costs

	Pump Solarization
	33,000,000
	4–5 years
	Reduced energy costs (20%)
	Lower maintenance costs

	Infrastructure upgrades
	45,000,000
	7–8 years
	7,00 new accounts
	Reduced water production costs due to network efficiency improvements


[bookmark: _Toc202315796]4.5.1 Meter Replacement Program
Project Description:
This program involves replacing 2,000 outdated and malfunctioning customer meters across the service area over a three-year period. Accurate metering is essential to improve revenue collection, reduce NRW, and enhance operational efficiency. The new meters will include smart metering capability, enabling real-time monitoring to increase billing accuracy and reduce commercial losses.
Investment Needed:
KES 10,000,000
Payback Period:
5 years
Quantitative Assumptions & Financial Information:
· Revenue Impact: Based on the financial model, improved metering is expected to recover KES 2 million/year in previously unbilled water due to under registration and illegal connections.
· Cost Savings: Reduction of KES 500,000 /year in manual meter reading and NRW.
· NRW Impact: Expected reduction of 14 percentage points in NRW from improved accuracy and leak detection.
· Financing Structure: Combination of internal revenues and concessional financing from NRW-focused development programs.
[bookmark: _Toc202315797]4.5.2 Pump Solarization
Project Description:
The project involves converting 6 high-consumption borehole pumping stations (average capacity 30 kW each) from grid power to solar PV hybrid systems. This will reduce operational costs, energy price volatility, and carbon emissions while improving reliability.
Investment Needed:
KES 33,000,000
Payback Period:
4–5 years
Quantitative Assumptions & Financial Information:
· Energy Savings: Annual savings of KES 7.2 million on electricity costs.
· Environmental Impact: Reduction of approximately 300 tons CO₂-equivalent/year.
· Financing Structure: Potential for blended finance including climate funds (e.g., Green Climate Fund) and private sector solar companies through lease-to-own or ESCO models.
[bookmark: _Toc202315798]4.5.3 Infrastructure Upgrades
Project Description:
This project will extend the distribution network by drilling and equipping 6 new boreholes and installing 5 km of new pipelines to improve service coverage in unserved peri-urban areas.
Investment Needed:
KES 45,000,000
Payback Period:
7–8 years
Quantitative Assumptions & Financial Information:
· New Connections: Targeting 700 new customer connections within the five years.
· Revenue Impact: Incremental revenue of KES 5.04 million/year from new water sales (assuming average KES 600/month per connection) and reduction of maintenance costs by KES 1.2 million
· Cost Recovery: Positive operational cash flow by year 5 of operations.
· Financing Structure: Commercial loans
[bookmark: _Toc202315799]5. Implementation Roadmap, Monitoring and Evaluation Plan
This section outlines the structured roadmap that WSP will follow to deliver the interventions detailed in Section 4 and achieve the performance targets set in Section 3. It defines the implementation period, key milestones, responsibilities, and risk management strategies. It also sets out the monitoring and evaluation (M&E) framework that will be used to track, report, and review progress throughout the PIAP period.
[bookmark: _Toc202315800]5.1 Implementation Plan
The implementation of the PIAP will be carried out over a four-year period, from July 2025 to June 2029. This period has been selected to allow adequate time for the planning, financing, procurement, execution, and stabilization of key infrastructure and operational interventions, while ensuring timely gains in operational cost coverage and service delivery.
The implementation will be phased to prioritize interventions with the most immediate financial and operational benefits — such as metering, revenue collection improvements, and NRW reduction — in the first 24 months, while allowing more capital-intensive infrastructure upgrades to follow once financing and procurement processes are complete.
The following table presents the key milestones that will guide implementation:
Key Milestones
	Milestone
	Target Date

	Approval of PIAP by Board and County Government
	May 2025

	Procurement of NRW reduction equipment and contractors
	September 2025

	Upgrading of billing system and customer management system
	June 2026

	Drilling and Equipping two new boreholes and Completion of priority pipeline replacements (Phase 1)
	June 2026

	Commissioning of new energy-efficient pumps
	June 2026

	Launch of customer complaint mobile application
	December 2025

	Completion of meter replacement program
	December 2026

	Completion of Phase 2 pipeline replacement and one new borehole
	June 2027

	Completion of Phase 3 pipeline replacement and one new borehole
	June 2028

	Finalization of all infrastructure and operational upgrades
	June 2029


This phased approach will ensure that revenue-enhancing measures such as improved metering and collection systems are implemented early, thereby generating resources to support later infrastructure investments.
[bookmark: _Toc202315801]5.2 Implementation Responsibilities
Implementation of the PIAP will require coordinated action across multiple departments. Each intervention area has been assigned a lead department responsible for planning, executing, and reporting on activities, supported by relevant internal units.
Departmental Responsibilities
	Intervention Area
	Lead Department
	Supporting Units

	NRW Reduction Program
	Commercial Services
	Technical, Finance, Procurement

	Revenue Collection Enhancement
	Commercial Services
	Finance, CT, Customer Care

	Infrastructure Rehabilitation & Upgrades
	Technical Services
	Finance, Procurement

	Energy Efficiency Improvements
	Technical Services
	Finance, Operations

	Customer Service and Complaint System
	Finance
	Customer care, Commercial Services


A PIAP Implementation Committee, chaired by the Managing Director and comprising heads of the above departments, will be established to provide oversight, resolve bottlenecks, and coordinate quarterly progress reviews.
[bookmark: _Toc202315802]5.3 Risk Assessment and Mitigation
Recognizing the complexity of this plan, WSP has identified potential risks, based on non-compliance factors of previous plans, that could affect delivery timelines or outcomes.  The following risk matrix outlines these risks, their likelihood and impact, and the proposed mitigation measures.
Risk Matrix
	Risk
	Likelihood
	Impact
	Mitigation Measure

	Delays in procurement processes
	Medium
	High
	Early initiation of procurement; engagement with PPRA and key suppliers

	Financing disbursement delays
	Medium
	High
	Regular liaison with financiers; phased financing agreements; maintain a 3-month cash flow buffer

	Community resistance to meter replacements
	high
	High
	Public awareness campaigns; pre-implementation community forums and customer outreach

	Technical failures or poor contractor performance
	Low
	High
	Strict contract management; include performance-based clauses; proactive supervision

	ICT system integration challenges
	Medium
	Medium
	Early system testing; hire experienced ICT consultants; phased rollout with contingency plans


Proactive management of these risks is critical to maintaining project momentum and protecting the financial and service delivery gains anticipated from the PIAP.
[bookmark: _Toc202315803]5.4 Monitoring and Evaluation Plan
An effective Monitoring and Evaluation (M&E) framework will be central to tracking progress against PIAP targets and ensuring accountability.
The M&E framework will include:
· Quarterly progress reviews by the PIAP Implementation Committee, focusing on financial, operational, and infrastructure milestones.
· Monthly departmental reports on key indicators such as NRW levels, billing accuracy, revenue collection efficiency, and service interruptions.
· Biannual Board reports presenting consolidated performance against PIAP targets and proposing any adjustments or corrective actions.
· Annual PIAP performance review to assess cumulative progress and update implementation schedules where necessary.
Monitoring Framework
	KPI
	Target Reporting Frequency
	Responsible Officer

	Operational Cost Coverage Ratio (OCCR)
	Quarterly
	Head of Finance

	NRW Percentage
	Monthly
	Head of Commercial Services

	Billing Accuracy Rate
	Monthly
	Commercial Manager

	Revenue Collection Efficiency
	Monthly
	Commercial Manager

	Customer Complaint Response Rate (within 24 hours)
	Monthly
	Customer Care Manager

	Project Implementation Milestones
	Quarterly
	PIAP Implementation Committee Chair


Data collection responsibilities have been assigned to departmental heads, with the M&E officer collating reports for submission to the Implementation Committee and Board.
Conclusion and Next Steps
This PIAP represents WSP’s strategic plan to address its operational, financial, and institutional challenges over the period July 2025 to June 2029. The plan sets out the key performance gaps and their root causes, establishes clear performance targets, proposes high-impact investment and operational strategies, and defines an implementation and monitoring framework to track results and adjust interventions as needed.
By focusing on critical areas such as non-revenue water management, metering, billing and collection efficiency, energy optimization, and financial management improvements, the WSP aims to progressively improve its Operational Cost Coverage Ratio (OCCR) from 0.76 in 2023/24 to 0.93 by 2028/29. These interventions are expected to enhance service delivery, improve financial sustainability, and strengthen governance and accountability within the utility.
The PIAP will also guide WSP in identifying and preparing bankable investment projects to support long-term growth and service expansion. These projects, together with operational improvements, will position the utility to better meet customer needs, regulatory expectations, and county development goals.
Next Steps
To operationalize this PIAP, the following next steps are proposed:
	Action
	Responsibility
	Timeline

	Finalize and approve the PIAP through the WSP Board and County Government
	Board Chair & Managing Director
	May 2025

	Submit approved PIAP to WASREB for formal review and clearance
	Managing Director
	May 2025

	Establish a PIAP Implementation Committee with clear terms of reference
	Managing Director
	June 2025

	Confirm financing commitments for priority investments through county, internal, and external sources
	Finance & Planning Manager
	June 2025

	Initiate procurement for priority interventions (NRW equipment, metering systems, billing systems)
	Procurement Manager
	July–September 2025

	Finalize and roll out the M&E framework and reporting tools
	Commercial & Technical Managers
	September 2025

	Conduct stakeholder engagement and awareness campaigns for planned activities and expected service disruptions
	Customer Service Manager
	July–September 2025



WSP is committed to implementing this plan diligently, ensuring that all interventions are delivered on schedule, and maintaining transparent reporting to its Board, County Government, and customers.

[bookmark: _Toc202315804]Appendix A: Detailed Investment plan
Non-Revenue Water (NRW) Reduction Program
The NRW reduction intervention targets a decrease in total water losses from the current 65% to 45% by 2029. The program includes active leakage control, pipeline replacement, metering calibration and upgrades, and enhanced monitoring and reporting systems.
Financial model assumptions:
· Total annual water production: 1,038,100 m³.
· Average tariff: KES 97/m³.
· Annual energy cost per m³ produced: KES 42.
· The program will reduce physical losses by 5% and commercial losses by 15% over 5 years.
Estimated financial impact:
· The reduction in NRW is projected to increase billable water volumes by 207,620 m³ per year by 2029 (an increase from 363,335 m³ to 570,955 m³).
· At an average tariff of KES 97/m³, this results in an additional annual revenue of KES 20.14 million by Year 5.
· These improvements are modeled to be phased in linearly over 5 years, with 15% of the total gains realized each year.

2. Revenue Collection Enhancement Program
The collection efficiency improvement intervention aims to increase the revenue collection rate from 63% to 82% by 2029 through billing system upgrades, enhanced metering, introduction of digital payment options, customer outreach, and enforcement mechanisms.
Financial model assumptions:
· Total annual billable revenue in 2024: KES 35 million.
· Collection rate improvement: from 63% to 82% over 5 years.
· No tariff increases assumed during this period.
Estimated financial impact:
· The incremental increase in revenue collections from a 19-percentage point improvement equals KES 6.65 million per year by 2029.
· Gains are modeled to accrue linearly, with annual increases of approximately KES 1.33 million.

3. Infrastructure Rehabilitation & Upgrades
This intervention involves replacing 5% of the utility’s aged pipeline network and dilapidated infrastructure over 5 years to improve service reliability and operational efficiency.
Financial model assumptions:
· Current average emergency repair costs: KES 4.8 million/year.
· Anticipated reduction in repair costs: 25%.
· Expected increase in billable water sales from improved service continuity: 51,546 m³/year.
· Average tariff: KES 97/m³.
Estimated financial impact:
· Reduction in emergency repairs will lower operational expenses by KES 1.2 million per year by 2029.
· Increased billable consumption will generate an additional KES 5 m in annual revenue from 700 new connections expected by the end of year five.
· Total combined annual financial impact: KES 6.2 million by Year 5.
· Impacts modeled to ramp up steadily, assuming 6% of the infrastructure is replaced each year.




4. Energy Efficiency Improvements
The energy efficiency program entails the installation of new high-efficiency pumps, optimization of pumping schedules, and reduction of system losses through operational improvements.
Financial model assumptions:
· Current electricity consumption: 479,127 kWh/year.
· Average cost per kWh: KES 32.
· Expected reduction in energy consumption: 20% per year after full implementation.
Estimated financial impact:
· Annual electricity cost savings of KES 3 million from Year 5 onward.
· Energy savings modeled to accumulate progressively, reaching 100% of the projected savings by Year 5.

5. Customer Service and Complaint Resolution System
This intervention involves establishing a formal customer relations department, implementing a customer management information system (CMIS), and developing structured complaint handling protocols.
Financial model assumptions:
· Current annual revenue at risk from dissatisfied customers: KES 1,000,000.
· Expected reduction in payment default from improved customer relations: 50%.
· Operational cost of current complaint management: KES 250,000/year.
· Expected operational cost reduction: 40%.
Estimated financial impact:
· Revenue increase of KES 500,000 per year by 2029, from improved payment rates.
· Operational savings of KES 100,000 per year from reduced complaint handling costs.
· Total annual financial benefit: KES 600,000 by Year 5.
· Financial benefits modeled conservatively to begin from Year 2, reflecting the time required for system rollout and customer adaptation.

Summary Table of Annual Financial Impacts (2029)
	Intervention
	Revenue Increase (KES)
	Cost Savings (KES)
	Total Financial Benefit (KES)

	NRW Reduction
	20,139,000
	-
	20,139,000

	Revenue Collection Enhancement
	6,650,000
	-
	6,650,000

	Infrastructure Rehabilitation
	5,040,000
	1,200,000
	6,240,000

	Energy Efficiency Improvements
	–
	3,066,000
	3,066,000

	Customer Service Improvement
	500,000
	100,000
	600,000

	Total
	32,329,000
	4,366,000
	36,695,000
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