‘COST AND EASE OF OPERATION & MAINTENANCE’ HELP FILE

The purpose of this help file is to assist you in developing operation and maintenance costs in Module 2.  Since the costs are developed based on the potential design and layout of the rural water supply system, a qualified engineer should be used to identify the cost breakdown for every potential source.  The engineer should also be familiar with the materials in the costing sheets since they are commonly used in the Nilgiris District.    

To properly run Module 3, you must gather the appropriate information.  If you require help developing or understanding any of the variables used in the module, click on the respective variable in the list below.  To return to this menu, click on any of the arrows at the bottom left corners of the variable descriptions.    
1) COST COMPONENTS
2) INTEREST RATE
3) USER FEES
4) ANNUAL COSTS
5) WILLINGNESS OF VILLAGERS TO PAY


	USER INPUT
	DESCRIPTION

	COST COMPONENTS
	   A standardised costing table is accessible through Module 3 for every potential water source.  The cost components should be entered based on information from previous projects in the district.     


	INTEREST RATE
	   There are three potential types of cost components: recurrent yearly costs; 10-year refit costs; and 20-year replacement costs.  For the costs incurred on a yearly basis, an interest rate is not required since the funds are being collected and used in the same year.  However, to avoid large fluctuations in yearly costs caused by a ten-year refit and twenty-year replacement of the system, these costs are distributed evenly throughout the twenty year life-span.  Therefore, the yearly funds designated for future costs are able to gain interest in a bank account, reducing the actually amount of money required.  As such, an interest rate should be used that represents the local conditions, and can typically be found at a local bank.


	USER FEES
	   There is strong evidence that suggests rural villagers are willing to make significant economic contributions to receive service levels they desire.  A contingent valuation survey, which is commonly used throughout the Nilgiris District, should be carried out in the village to assess the villagers’ willingness to pay for an improved service.  Subsidies should be considered for households in the lower economic bracket in order to increase the number of households using the improved service.  Within the framework of Module 3, you are able to enter a maximum of three possible fee combinations.  



	COMPUTER OUTPUT
	DESCRIPTION

	ANNUAL COSTS
	   The annual costs are split into three sections: annual O&M costs for the first ten years; annual O&M costs for the second ten years, and average annual O&M costs over the twenty year system lifespan.  These annual costs take into consideration the time value of money.    
 

	WILLINGNESS OF VILLAGERS TO PAY
	   The willingness of villagers to pay is represented by the percentage of the total annual cost that is covered by the user fee structure established by the contingent valuation survey.  If the village is willing to pay above and beyond the annual O&M costs, the percentage will be greater than 100.  If not, the degree to which the village is willing to pay will be reflected in the percentage value.    










































