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PROJECT PAPER

YELEN ASAR RIZTURLIC

SUZMARY AND RICOMMENDATIONS

1. BORROWER: The Government of the Yemen Arab Republic (YARG)
2. IMPLEMENTING AGENCY: The National Water and Sewerage Authority

(MWSA), an autoromous agency under the Ministry for Electricity, Water, and
Sewerage, is currently implementing the project and will assume responsibility
for implementing those activities financed from the proposed loan.

3. AMCUNT: U.S. $5,000,000 (Five Million Dollars) to be authorized as
a development loan in FY 1981. (This amount will be additional te an AID
grant for $10 million authorized on August 26, 1977.)

L, TERMS: The additional project activities are propnosed for loan
financing from monies appropriated for population and health activities
(Section 104 of the FAA, as amended). Standard AID development loan terms
will be included in the loan agreement with the Government, i.e., repayment
over 40 years with a 10-year grace period with interest at 2 percent (2%)

of the disbursed balance during the grace period and at 3 percent (3%) there-
after. Provision will be made for the Government to relend the loan's pro-
ceeds to NWSA for agreed project purposes at terms no less favorable than
those received by the Government from AID. The loan will primarily finance
U.S. dollar costs of squipment and/or engineering construction supervision
services, There might be limited local costs financed, either as a component
of the engineering services' costs or for opnerations and maintenance treining.
Disbursements from the loan will be made through normal AID financing instru-

ments.

5. TOTAL PROJECT COST: Total project costs are estimated at $104,271,000,
including a contingency amount of $9,334,000. The YARG contribution is antici-
pated to be not less than $35 million. Other project donors are the Saudi Fund
for Development (now committed to provide $29.8 million to the project) and the
Abu Dhabi Fund for Arsb Economic Development (currently committed for $9.2 mil=-
lion). Negotiations between the YARG and the two non-AID donors for further
commitments are currently in progress. The YARG understands that AID's contri-
butions will be limited to $15 million ($10 million grant plus $5 million loan)

6. DESCRIPTION OF PROJECT: The project involves the construection and
equipping of facilities to improve and expand the supply of domestic water in
Taiz, Yemen and also to expand sewerage services and provide for treatment of
sewage in the city. Included for water supply are development of new well
fields, a transmission line to the city, treatment facilities, water storage
tanks, primary and secondary distribution lines and house connections. For
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sewage, fecilities include house connections, gravity sewags collection lines,
a low-head sewaz2 outlall passing through a degrittirg chamber and a blow-off
pond and oxidation treatment ponds providing arerobic and asrobic treatment

creiucing an efflusnt suitaebls for crop irrigation. Ths rzrojfszct al:zo provides
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8. SUMMARY FINDINGS:

(a) Technical Analysis: The design of all project facilities is
considered technically sound. The main contractor and the engineer providing
construction supervision are both technically qualified to complete the work
according to accepted international standards.

(b) Administrative Feasibility: Administrative capability is
considered adequate. The implementing agency, NWSA, has a staff which is
generally gqualified, but which is spread extremely thin. Administration
experience to date has been generally satisfactory.

(c) Financial Analysis: Staff and time constraints precluded prepa-
ration of a full financial analysis. Indications are that the Taiz Branch of
NWSA will require operating and financial subsidies at least through the
initial years of project operations. Financial viability is thus dependent on
the YARG's commitment to support the series of water and sewerage projects now
under construction in, or planned for, major urban areas, which appears strong.

(d) Economic Analysis: As is generally true with water supply and
sewerage projects, no quantification of project economic benefits is possible.
Based on worldwide experience to date, however, economic benefits are assumed
to be large and the benefit/cost ratio to be strongly positive. It is believed
that the project as designed provides the least-cost solution to Taiz's water
supply and sewage problem over the near- and medium-term time periods.

(e) Social Analysis: Experience indicates that the project responds
to some of the most strongly felt social requirements of Taiz' populace. It
is believed that none of the project's aspects will conflict with any of the
social norms or cultural patterns of its beneficiaries. Project facilities
have been designed to be available to all strata of Taiz' citizenry. In
addition, income distribution is much more even in Yemen than in most other
developing countries, indicating that project services will be affordable to
a large proportion of the populace.

(f) Environmental Considerations: The proposed project is judged
to be sound environmentally. The major project purpose is to improve the
sanitary environment of Taiz. Negative environmental impacts caused by
construction activities are generally of short duration in any one area and
the contractor is obliged to take actions to minimize the effects of such

impacts.
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9. STATUTORY REQUIREMENTS: All statutory criteria have been met (see
Anrex W)

11 *:'QTTTZ . ar s

-— -t -—ts o - - -

1. WISSIZU VIZW: Thz Mission strongl; surgeorts ths ;ro;osei loan
primarily tecauss adiitional AIT firnancing for the projsct is rziuired to
maintain the United States' reputation in Yemen as a dependable development
assistance partner. The Embassy also supports the project strorngly, for

similar reasons. (The FAA Section €1l1(e) certification executed by the
Mission Director is included as Annex L.)

12. RECOMMENDATICN: Approval of the proposed loan by authorization
of U.S. $5,000,000 from FY 1981 appropriations

WICROFILIED FROR BEST
AVANLABLE copY
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PRQJECT BACKGROUND
A, Introduetion

The vurpose of this paper is to vresan: justification for arn
inersase in AID firnancial assistance to the Taiz Water and Jewsrage
Project of $5 million in the form of a loan to the Yemen Arab
Republic, to be onlent to the implementing agency, the National
Water and Sewerage Authority (NWSA). The proposed $5 million
loan increment would be additional to a $10 million grant authorized
by AID on August 26, 1377. The $10 million grant is being implemented
as AID Project Number 279-0039 and it is proposed that the $5 million
loan be authorized as an increase in funding for that project.

The $10 million AID grant was part of an $80 million financial
package arranged by the Government of the Yemen Arab Republic (YARG)
to cover fully the costs of the project as estimated at the time of
contract awards in April 1979. The YARG was successful in obtaining
two other outside pledges of assistance in addition to the $10 million
AID grant, about $30 million from the Saudi Fund for Development
(SF) and about $10 million from the Abu Dhabi Fund for Arab Economic
Development (ADF). The YARG then pledged itself to finance the
remaining estimated $30 million of the project.

Total project costs have increased steadily through the implementation
eriod, The current estimate for the full project has risen to about
104 million. Since the authorization of the AID grant, the estimated
final costs of the two major AID-financed components, engineering
supervisory services and selected U.S, equipment, have increased
significantly, from a total of about $8.8 million to one of about
$13.1 million.

There have been a variety of reasons for the cost increases
experienced by the project. These are discussed in some length
in Section I.D. 2 below. For the AID-financed components, the
major causes of these increases have been: (1) the high inflation
rate in the intervening period (which has increased costs for both
components); (2) in the case of the engineering services, increased
services for design and other work not originally anticipated; and
(3) for the U.S. equipment, changes in specifications (sometimes
resulting in changes in actual equipment requirements) caused by
ongoing redesign of some of the project's facilities, particularly
those for the new well fields.

BIICROFILRED FROM BEST
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illion loan is to allew
ATD 4o fulfill i%s commi<msnt to fir Lo i
of the current grant msntioned abovs d4di<i
corrmisment is rn2cessary both t5 maintain AID's »
as a3 depandable devslorment assistance pariner and to f1lfill a
condition to consideration of additional financing by the two other
outside dorors, namely, that adequate construction supervision be
assured through the end of major project construction.
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The basic purpose of the propssad $5,0
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B. General History of Project

Taiz is the second largest city in the Yemen Arab Republic with
a population estimated (at end 1980) at between 100,000 and 120,000,
The city lies at an elevation of about 3,500 feet in Yemen's southern
hilly highlands ard is the capital of Taiz Province. (See figure 1)
The surrounding area is a quite densely populated agricultural region
and Taiz is, therefore, the commercial and governmental center for a
significant proportion of Yemen's populace. Like most of the world's
developing countries, Yemen has been experiencing accelerating
urbanization during the past decade and more and Taiz, like the other
major cities in the country, has experienced rapid development with
concomitant rapid population growth, which has been estimated at
between 15 and 20 percent in 1980 alone.

In the early 1960's, when Taiz was the national capital, at the
YARG's request, AID financed the construction of a water system
capable of supplying adequate water to the city's population, then
estimated at about 20,000 persons. As a symbol of appreciation for
the AID-supplied system, at the time of the death of President Kennedy,
the YARG renamed the system the Kennedy Memorial Water System. This
system was a boon to Taiz from its inauguration until the early 1970's
when demand for water started to exceed supply by significant amounts.
Also at that time, the water table in the existing well fields at the
city's northern edge began to decline quickly and to show signs of
serious contamination as untreated wastes percolated into the aquifer,

As a result of this situation, the YARG requested AID to finance
a major renovation and expansion of the existing water system. In
response, an AID grant-financed contract with James M. Montgomery
Consulting Engineers was signed in April 1974 to study the economic,
finanrcial and engineering feasibility of expanding the system.
Montgomery's final report in the spring of 1975 determined that
sufficient well fields could be developed to increase the water
supply for Taiz. Following AID's review of Montgomery's work,
an AID loan of $1.35 million and grant funds of $100,000 were
authorized for an engineering design study (by Hazen and Sawyer
Engineers -- H&S -~ of New York City) and a socio-economic study
(by Deloite/Haskins and Sells, Washington, D.C.). The preliminary
engineering design report was completed in mid-1977. Work on the
soclo-economic study, including proposed water and sewerage user
rates, continued through late 1979. The project as envisioned at
this time would cost a total of $65 million and provide adequate
water and sewerage facilities to the eity through 1990,
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The final version of H&S's project design report was submitied
to MW3A in October 1377. Zngineering vor't continued on preparation

of ccnstruction contract documents, dasign tlans and ssecificavions,

-
.....

supervision o7 wsll drilling, rem=dial work, and soils inves<isa~ions,
In March 1273, “he szore of the profses wes inersasad +0 inalaude
additional water and soswer sarvicz 2r2as, along wiith provisicn for
independent power generation facilities for the system. Work under
Hazen and Sawyer's design contract concluded in April 1973. (Hazen

and Sawyer's engineering work subsequent to that date came under

the new contract for additional engineering and construction supervision
which was “inanced under the $10 million AID-grant.) Bidding documents
ware completed and tendered in mid-1978. Construction *tasks arnd
supplies for the project were divided into three main contracts

as follows:

a. Contract A for bulk supply of general materials and equipment
(largely water and sewer pipes and fittings, cement, reinforcing
steel, electric poles, etc.g.

b. Contract B for supply of mechanical and electrical equipment
(well pumps; water pumps for 1lift stations; chlorination equipments
virtually all required electrical materials and control equipment,
including that for generation; other miscellaneous E&M equipment
and installation and construction related to the E&M equipment).

c. Contract C -- "the construction contract” -- for the installation
of water and sewer pipe and required ancillary civil works.

Tach of the main contracts was further brokendown into a number
of subsidiary eontractswhich attempted to group supplies and
work items in such a manner as to allow the widest possible
bidding competition.

Tenders for Contracts A, B, and C, were received in October 1978.
Review by the engineers, H&S, commenced in November and their evaluation
report was completed late in December and submitted to NWSA in
January 1979. Awards to the various contractors began in mid-April
and were completed in June 1979. While there are some six contractors
involved in the project, all of the construction contracts and the
bulk of the supply contracts were awarded to Hanab-Stevin Pipelines,
Middle East (HSPL), a Dutch/English firm with headquarters in the
Netherlands. (For a catalog of the involved contracts and contractors,
see Annex B.)

The main contractor, HSPL, began mobilizetion and access road
construction in June 1979 and started actual project construct.nn
in September. Actual physical work on, and procurement for, the
project has proceeded, in general, at a satisfactorily steady pace
since then. This is not to say that the work has progressed smoothly
without encountering significant problems -- the project has encountered
a wide range of problems of varying difficulty during the intervening
year and a half, which have included, inter alia, need for significant
additional desi~n and redesign of various facilities, confused lines
of authority ani ineffective communications between the various
parties involved, disputes over the exact scope and schedules involved



BIGRORILES 205 g
VLGS Bgpy ~

in various of the contracts and delayed payments to the major
contractor, HSFL.
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d=c1=1ﬂﬂs mads during the period prior to coa.raes tandering in
effort to accnlnraue 1mnlem=qtatlon, the overall assessment of
implementation to date is that it has been sacisfactory. At the
end of January 198i, it was estimated tha® construction is just
under 50 percent compleste, with current projections showing completion
of work by HSPL in mid-July 1982, or just on the contract schedule
of 39 months after contract award. At the time of contract completion
in mid-1982, physical work on the project should be over 90 percent
completed. (Current plans call for the Taiz Branch of NWSA to
complete the remaining worl:, consisting mostly of house connections
to water and sewer lines, with its own workforce, a task which
should be fully within its capsbilities.) For an overview of
construction progress (and of proposed service areas) for both
the water distribution and sewerage systems in Taiz, see Hgures
2 and 3.
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C. Project Financing to Present

On the basis of the findings of the AID-financed feasibility studies
mentioned earlier and of the indicated willingness of other donors
to participate in the project, in 1977 AID prepared a project paper
for a $10 million grant to assist in project financing. This grant
was authorized August of that year. As mentioned earlier, the YARG
was successful in attracting two other donors to the project, the
Saudi Fund which pledged about $30 million and the Abu Dhabi Fund
which pledged cbout $10 million. At the time of contract awards
in early 1979, total project cost had increased to an estimated
$80 million. With the outside donors having pledged a total of
about $50 million, the YARG committed itself to supplying the
additional $30 million required to complete the project.

During the period before and immediately after bid awards, the
various project financiers began the process of making descrete
financial commitments. The AID commitments are discussed in some
detail below. For their commitments, both the Saudi and Abu Dhabi
funds reviewed all of the various subcontracts under the three main
contracts and each selected those which it considered most appropriate
for its financing, pledging a certain amount for each selected
subcontract (per guldelines in each fund's loan agreement with NWSA).
The YARG contribution then was comprised of residuals consisting of
the amounts of those subcontracts not selected or not fully funded
by any-of the outside donors, plus certain aspects of the project
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outside the construction contracts, often comprised entirely of local
costs, such as acquiring lend and right-of-way and of compensating
farmers in the areas of ths new well fields for lcss2s they would
sustain as a result of watzr withdrawn by the projsct. (A gerersl
overvisw of the original financing commiimente can

tables in Annex F.)

The allocation of the AID grant funds has changed significantly
through project implementation. At the time of the grant projsct
paper, the $10 million grat was allocated as follows: $5,0 million
for equipment, $3.8 million for engineering supervision, $1.0 million
for additional water wells and $0.2 million for on-the-job training.
Throughout project implementation, the estimated cost of supervisory
engineering services (including additional design) has increased
slowly but steadily because of inflation and unforeseen requirements
for services., Shortly after contract awards, the rcugh earmarking
of AID grant funds had become as follows: $4.6 million for engineering
services (the initia . H&S contract was for $4.2 million), $3.2
million for the supply and installation of selected (by AID) U.S.
source and origin equipment, $0.7 for additional well drilling and
and $0.2 million for O&M training. (The remaining $1.3 million was
being held as e contingency.) As the need for increasing engineering
services and the effects of inflation on thelr costs became more
gparent, informal planning indicated that the contingency would
have to be shifted to that purpose. By the late 1980, AID had
Informally increased the earmarking for engineering services to about
$6.0 million, the other earmarkings remaining essentially unchanged.
The further inereases in the estimates for the AID-financed components
witil the present estimate of ahout $13.7 million are discussed in
Sections I.D. 2 gnd II. C. 2 below.

D, Project Problems and Resvonses

1. Donors Conference

By early to mid-1980 accumulating evidence made inescapable
the conclusion that the Taiz project faced significant cost overruns.
Among the more important causes for the cost increases, as detailed
more fully in Section I.D., 2 below, were extensions of both water
and sewerage services within the service area limits; greater-than-
anticipated obstacles to construction, particularly under Taiz' streets;
unexpectedlr large quantities of rock in trenches and at tank sites;
and the decision to include installation of the secondary water system
in the construction contracts (rather than to follow the original
plan of having this work performed by the Taiz Branch).

In view of these cost overruns, by mid-1980 NWSA began to
consider the possibility of convening a conference of the three
outside donors, the Saudi and Abu Dhabi funds and AID, to examine
the situation in detail and, it was hoped, to obtain pledges of
additional financial support to enable full financing of the project.
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NWSA recognized that it would be necessary to have zccurate final
project cost estimates to present to the donors if it were to have
any real chance of eliciting further suprort. Accordinzly, it
instructed the supervisory snginsers, HxZ, {5 trezare a revised pill
of quantities for the project, incorvorating all chanzss aprrovad or
anticipatsd, =aad to assign the test possivle estimate of prices to
all guantities, whenever possible the prices to be those agreed
between the main contractor, HSPL, and H&S. By the end of July 1680,
H&S indicated that the inal version ¢f their report could be
completed ty the first of September and NW3SA made preliminary steps
to convene the proposed donors conference during September.

During this period, however, project managers both in NWSA and
USAID began to surface a number of concerns about holding the
donors conference as early as September. One was that the cost
information on the revised bill of quantities was not complete
enough -- thre were still a relatively large number of cases in
which there apparently was no agreement between HSPL and H&S on
prices. It was feared that the donors would be reluctant to make
further commitments to the project until they were convinced that a
final, mutually acceptable financial estimate had been achieved. It
was also recognized that a situation in -thich any further commitments
made by the donors at the conference later proved still insufficient
to complete the project could lead to grave consequences, including,
at the worse, withdrawal of one or more of the donors.

Another major concern was that no coherent and comprehensive
review of the causes of the project's cost overruns had been complied.
When attention initially began to be focused on the project's problems
in early 1980, a series of claims and counterclaims about the causes
of the cost overruns, andauv-ut the focus of responsibility for them,
began circulation. In this atmosphere, it was possible for an outside
observer to gain several, largely conflicting, explanations for the
causes of, and respomsibilities for, the overruns. This was obviously
not an atmosphere conducive to conveying to the donors a sense of
confidence that the project would be completed in good order if
further funding were made available.

Of particular concern to USAID during this period was the
increasingly strained relationship between NWSA and the AID-Financed
engineering contractor, H&S, It was clear that with whatever degree
of justification, NWSA had lost confidence in H&S to a great degree.
This obviously was another factor not condvcive to an early donors
meeting, both because evidence of unharmonious relations between
NWSA and H&S would tend to generate doubts among the donors as to
the wisdom of continuing with the project and because any expressions
by NWSA of lack of confidence in H&S tended to lessen confidence
in the "final" cost estimates being prepared by H&S.

These circumstances led USAID to the conclusion that it was
necessary to build a more solid case for the probable ultimate
success of the project prior to convening the donors conference,
Accordingly, in August 1980 AID recommended to NWSA that two
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outside studies be conducted prior to the donors conference,
one of the project's prcbakly costs tc completion, and the
other of H&S's peirformance. NWSA accepted the AID proposals
and tentatively postooned the donors conference until December,
pending completion cf the two studies.

Under the arrangements worked out, the "cost team" was
composed of two senior engineers from a U.S. firm well-known
in the field of sanitary engineering, Stanley Consultants.
This team's mandate was to develop an independent estimate of
final project costs, suggesting in the process areas where
savings could be effected. The other team was composed of
three AID officers, two sanitary engineers and a lawyer, and
had the assignment of examining H&S's performance to date and
making recommendations for the provision of engineering
supervision of construction through the end of the project
(including an estimate of the costs of such services). The two
AID~financed study teams were in Yemen during the month of
October 1980, and their findings were available in early
December. (See Annex D for Study reference.) As soon as
available in December, copies of the cost team's" reporc
weze made available to NWSA, all of the donors, and H&S.
(Copies of the draft AID report on H&S's performance were
made available only to NWSA and AID.) During this period,
H&S continued to work with HSPL on refining mutually
estimates for the final cost of all project elements.

Because of scheduling problems encountered by all
participants, the donors conference was delayed and was
finally held between January 27 and February 1, 198l. The
first two days of the confermnce, January 27 and 28, comprised
its core, with a full explanation of current project status (the
basic presentations were made by NWSA and H&S), and discussion
of the various problems encountered by the project and of the
estimate.of costs to complete it.
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At the donors conference, HSPL and H&S were able to report

substantial progress in their negotiations to tie down final prolzct
costs in the wakxs of the various changes which had besn made in

orojzet 3szsizn, In asssnce, thelr rspori was that ta2y warz only

about 33 millisn apart on firal tasic cost estimates f2r the thres
Trojeet contracts, with HiS's estimate being 871,562,004 and HSTl'e
estimate 374,283,801, Furthermore, over half o. the remaining differencs
of just over $3 million was in one contract item (C-7 for water storage
tanks). Thus, although final agreement had not been reached betwaen

the contractor and the engineer on project cost at the time o. the
donors conference, the amount of progress to that time toward reaching
azreement had been impressive and the small amount of the remaining
differences encouraged the participants to believe that final
sgreement was not far away. (HSPL and H&S were instructed by NWSA

at the end of the conference to continue negotiating their differences
and to prevare & final report on the situation in early March.)

It should be noted as a point of explanation here that the figures
cited above -~ the estimates of HSPL and H&S for final project
onstruction cost -~ represent only the basic amounts for project
construction under the three project contracts. To reach final
project cost estimates of about $100 million these figures must be
increased by the amounts for contingencies and for project elements
which are outside the basic contracts, many of which are strictly
local-cost items, As to the amount for contingencies, although HSPL
and H&S are close to agreement on basic construction costs, they are
far apart on this question, with H&S estimating about $5 million for
contingencies at the donors conference and HSPL coming in with a
figure of $11.8 million, which it subsegquently increased to a tentative
figure of $17.5 million. The reason for HSPL's apparently very
high contingency figure is that it is based on a "worst case" analysis.
With regard to project elements outside the basic contracts, these
total about $21 million comprised of the following elements: remedial
work, $1.5 million; well drilling, $0.4 million; supervisory engineering
services, $8.8 million; land and right-of-way, $0.3 million; compensation
to farmers in the well fields' areas, $10 million and O&M training,
$0.2 million. There are no differences among NWSA, HSPL and H&S on
the basic accuracy of the estimates for these items. For further
information on project cost estimates at, and following, tne donors
conference, see Annexes E, F, and G,

In the overall agssessment, the donors conference must be judged
successful in its effort to provide a full understanding to the donors
of the probelms which the project has encountered. The discussions
were wide ranging and frank, covering virtually all aspects of project
implementation. Questions by the donor representatives were well-
informed and the general consensus was that all emerged from the
meetings with a full understanding of current pruject status. (See
Minutes of Donors Conference in Annexes E.4 and E. 5.)
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The donors conference also had the effect of engendering a renewed
spirit of cooperation among the major actors in the project's
implermantation, MWSA, HSZL and H%3. The confersnce seemed to clear
fror the air mueh of thz atmosdhare of receriminzgt:ion which rnad Tt2a2n
building during the preceding half year, Zach of these varticirants
gained 2 fullsr andz2rstanding of the probleams beinz faced oy <he
others and 2ll szemed to come away from the conference with an
enchanced respect for the need to cooperate if the projsct ware to
be completed arnd for the possible adverse consequences for all if
this were not accomplished.

£
r

Based on AID's analysis of the project's overall soundness and
the necessity for its completion, and on tne perception that assurances
of continued engineering supervision were an essential prerequisite
for further pledges from the other two outside donors, at the end
of the main donors conference, the AID representatives made a
tentative commitment to make further $5 million available to the
project in the form of a development loan. On their part, both
the Saudi and Abu Dhabi fund representatives explained that final
decisions on further support from them would have to be made by
their respective head offices. The representatives of both funds
indicated, however, a sympathetic understanding of the importance
of completion of the project to residents of Taiz and to Yemen's
overall development aspirations and plans and left the definite
impression tnat there was a good probability of further pledges
f rom botn within a reasonable period after the conference.

2. Project Cost Increases
a. General

Project cost estimates have increased significantly
throughout tue period of project preparation and implementation.,
As shown in Table 1 of Annex C these estimates have climbed since
the original Montgomery feasibility report in 1975 from about
$23 million to more than $100 million. A number of factors
have caused overall cost increases (it should be noted that some
cost decreases have been effected during period also, but these have
been far overshadowed in general by the cost increases). The major
factors causing cost increases over time, and particularly since tue
award of contracts in April 1979 (when overall project costs were
estimated at $82 million) are set out below.

== One significant cause of cost increases has been additions to
water and sewer lines autnorized by NWSA, as discussed in Section II, B.

~= The rapid growtn of the city of Taiz since originai design and
tendering has caused project costs to increase in several other ways
in addition to its effects in increasing the requirements for water
and sewerage services., Particularly significant has been the fact
that it has required the installation ot more public services of

all kinds in addition to water and sewerage services. For the project,
this has meant more obstacles to be overcome during construction,
particularly under the streets, As a major example, Taiz has an
extensive system of buried communications and power cables and these



VPG e »
BICRGs . g s,
g RS- LN

AVANLABLE capy -14-

have proven to be expensive obstacles to work arournd. Uncharted cess
vits (which must temporarily remain operative) are among a series

of other undarground obstacles which have imreded projsct pragre
and driven up costs. <Cnereaszd strest taving during implamentas
has inereased costs both by raguirinz more work to
course., oy requiring additicnal repaving once the projsct lines are
in,

~-- The topography of Taiz combined with its relatively high rainfall
(and the tendency of the rain to fall during fairly intense storms)
has played a significant role in increasing project costs. Under
these conditions, the topography is subject to constant change through
erosion, requiring constant redesign of project facilities, thus
increasing design, material and ccenstruction costs. Also, the lines
in unpaved streets have consistently required added concrete collars
to prevent erosion. (Many lines are laid on 25% grades.)

-- Both of the two preceding factors -- rapid population growth and
raepidly changing topography -- have mandated a "conservative" design
philosophy for project facilities. In order to attempt to minimize
the need for redesign, in many instances project water and sewer lines
are designed to be laid deeper than is normally required to ensure
that subsequent erosion and, for example, grading of streets for
paving, do not expose tnem. This situation has obviously increased
costs over those normally encountered in similar projects.

-~ Insufficient or inadequate planning has also played a role in
increasing project costs. As examples, it is clear in retrospect

that insufficient subsurface investigation was undertaken prior to
final project design. This led to significant underestimation of

the quantities of rock excavation which the project would require.

A number of quantities in addition to rock excavation were originally
underestimated. These prominently include special bedding materials,
cement, and reinforcing steel. In addition to its effects in increasing
costs by increasing quantities, underestimation of various aspects of
the project by the engineer, particularly of rock excavation, clearly
led to "unbalanced bidding" by the contractor, which resulted in
"built-in" higher costs from the start of the project construction.
Inadequate planning and supervision caused the addition to the project
of activities not originally planned, particularly the installation
of secondary water lines (which were originally planned for NWSA's own
work force and account) and the handling by the Contractor of Contract
A materials and made necessary the ordering of more materials than
had originally been planned. Inadequate engineering supervision,

and errors in design calculations and quantity surveys, have allowed
the continuation of a number of uneconomic practices, including
contractor billlings for rock excavation and for select backfill that
appear to be higher tnan Justified under the terms of the contract.
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-= The overall high inflation rate prevailing throughout the world

has obviously played a major part in inereasing project costs. As

a2 rasult of this phenomenon, all treoject costs have been sutjected

to sharply urward pressures., Wnile a provision was mede Tor an
ircrease in tilling of 15 percsnt by the contrac=or for all werk
completed and csrtified af“er April 15, 1330, and while no exact
accounting is available, it is provable that the contractor's

actual costs for materials ard labor during implementation have
ecceeded tnis rate, thus putting pressure on the contractor to recoup
his losses in negotiations. There have also been in some instances
significant lags in payments du tne concractor, which have undoubtedly
also placed additional significant financial pressure on the contractor --
particularly in view of the higl interest rates prevailing during the
period -- and conseguently have produced further incentives to attempt

to recoup losses.
b, AID-Supported Project Elements

Major cost increases have occurred in both of the
significant AID-supported elements of the project, engineering
supervisory services and certain U.S, source and origin equipment
for Contract B. The estimate for engineering services has increased
from about $4.6 million to about $8.8 million; that for tne AID-financed
equipment from $3.2 million to about $4.4 million.

The increases in the cost of the AID-financed equipment can be
kid to two primary causes: design changes and inflation, in the
rough proportions of 4O percent to 60 percent. By design changes
is meant substituticns in the original equipment specifications and
quantities as a result of reconsideration of project requirements.
The final cost of the AID-financed equipment is part of the ongoing
negotiations between the engineer (H&S) and tne contractor (HSPL)
directed by NWSA at the donors conference with the aim of achieving
a final project cost. H&S has committed itself to providing AID
with a written explanation of how the cost for each item was arrived
at after the negotiations are completed to establish the reasonableness
of the establisned costs. (See Annex G for prices of the AID-financed
equipment as agreed between HSPL and H&S.) Similarly, in broad terms
the additional costs of the AID-financed engineering services to the
project can be broken down into two components, inflation and
additional design (and redesign). AID-financed engineering services
are being provided under a standard cost-plus-fixed f'ee contract,
under which all cost increases caused by inflation are passed on
by the firm to the client (and financing agency).

There have also been a number of significant instances of
additional design work which have added to the costs of the conuract.
First, the project was tendered on a "pre-final design" basis, within
a concept that further, supposedly minor, design changes would be
required as the project was implemented. The amount of such additional
design work has been greater than originally anticipated. There have
also been a number of instances in which original designs have proven
faulty, thus necessitating redesign that might have been avoided
(to be fair to the engineer, some of this redesign was caused by the
fact that in an effort to save money he was mandated in many instances
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to use raw design data provided by another firm. Additional
design has also been reguired as a result of the factcrs of
rapid porulation growth and rapidly changing topography,

as discussed in Section I.D.2. (Also, in some instances the
two non-AID outside donors have insisted on certain design
changes in facilities to make them eligible for their
financing.) Finally, H&S has been mandated by NWSA to perform
a number of unanticipated tasks outside the realm of design,
mostly matters pertaining to preparations for the donors
conference, such as revising (and repricing) the bill of
quantities -- which has required significant amounts of time --
and establishing the reasonableness of the costs of the AID~-
financed equipment under Contract B.
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IT. PR2JZCT DESCRIPTINN
A. Proiect Goal and Purpose (logical Framework)

The pref2ct zc2l and purpose ramain tasioelly inzngrnzzi Trom “hoss
in The orizingl Prcofect Pager, as zet out In th: lezical framaver:z
“Anrex 3V, Th:z goal as gtated thare was as Sollows: U To) imnrovs
o2rsonal n2alch ani snvirormsental sa.‘tav coriitions in Talz, Yemar,
by rarovating and expanding the Kernady Municipal Water and Sewarage
Srstam.," The purpose was "to cons t”ucu a firancially viatle watcr

and sewerage system that supplied adequate service to customers.”
Simllar*y, the project outputs and inputs remain basically as stated

the origiral lcgical framework. Of course, since the original log
framn was completed, the magrnitude of both inputs and possible outputs
has changed as a result of a number of factors at work during actual
project implementation. On the input side, the magnitude of the
resources has increased substantially, from an overall estimate for the
project of about $65 million, to one currently in the range of $100
million. On the output side, while no exact percentages can be =stimated
at this time, if current population growth trends in Taiz continue, it is
doubtful that, as indicated in the original log frame, as a result of the
broject 90 percsnt of the population will be connected tc the water system
and 70 percent to the sewerage system in 1990. Given current growth rates,
a more accurate prediction probably would be that completion of the present
work will allow such percentages of connections in 1985 or so.

(NWSA recognizes that more rapid than expected growth is quickly threaten-
ing to make obsolete the original estimates on which project design was
based and they are already tentatively thirking about a follow-on to the
presernt project.) The log frame contained in Arnex I of the present

paper nas been updated to reflect the situation at the time of writing
this paper as accurately as possible.

B. Description of Project Facilities

The basic facilities to be provided under the project have remained
essentially unchanged since the original conception. For a description
of these facilities, see Section VII of the original Project Paper.
Some expansion of the description found there is in order, however, to
update the description of the final project as currently envisioned.
(For an overview of major project facilities, see Figure 4. Figures
2 and 3 provide an overview of the extent of project water distribution
and sewerage facilities in Taiz.)

Emphasis should be placed on the fact that all project facilities
have been designed to minimize operation and maintenance costs, partic-
ularly the costs of energy to operate the system. Given the very hilly
topography of Taiz, it was impossible to avoid lifting water to vari-
ous storage locations in order to provide full pressure throughout the
most of the service area. For reasons of economy, however, the sewerage
system has been designed to such a manner that all sewage is moved by
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FIGURE 2

MAP SHOWING EXTENT AND STATUS OF
WATZR DISTRIBUTICI ClUETRUCIINN

L7 THZ CITY 2F TAIZ

FIGURE 3

MAP SHOWING EXTENT AND STATUS OF
SEWERAGE CONSTRUCTION
IN THE CITY OF TAIZ

(The above two maps are hereby incorporated in this paper by reference.
Both maps are on file in NE/PD.)
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BN ARTE CORY MAP OF MAJOR PROJECT FACILITIES
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gravity; thare are no provisions for pumping sewage.

Frem ths onset, it was recogrized *that ths 1ill, rature of ths
nitr's togograchy mads It uneconcxic to 2im for il watnsr anid
saweragzs 3=rvice, 2vsn within trhe formally =fined preiszct servics
areas. Iuug, Sor toth water and sswsarazs s2rvioss, thers ars savsral
posuiated areas within the projsct toundariss which are not provided

s 2

T th Ject : 3
with service, The numnber of areas without water servicas is smell
than that without sewerage service, bacause of the relatively lower
cost of small diemeter water mains (which on the average are not only
smaller than sewer lines but also can be laid at much shallower depths
than gravity flow sewers require) and the fact that adejuate pressures
in feeder mains eliminate the need for pumping facilities -- and thus
energy costs -- to get water to certain higher elevations. While many
marginal areas at higher elevations have thus beewn ;rnvided with water
service under the project design, most marginal areas for sewzrage
service, lying at lower elevations, have not been provided with service
principally because lifting sewage from low-lying areas into the gravity
system is more expensive in terms of both construction and operation
than those for lifting water. The relatively high costs of laying the
generally larger and deeper sewer pipes has also precluded sewerage serv-
ice to areas with few and widely separat: consumers (although some of
these areas were also excluded from water service for similar reasons of
economy). It was judged “hat until further deve’.pment and consequent
population density warr:s. ' assumption of fairly heavy cost increases,
continued limited use of cess pits in areas economirally marginal for
sewerage services is within the acceptable limits of sanitation. The
possibility of contamination from cess pits in sparsely populated areas
is gererally negligzible, even if water service is provided to such areas.

At the time of writing the original Project Paper, there was some
question as to whether sewage treatment would be provided by trickling
filtration or by oxidation ponds. In keeping with the emphasis on
minimizing costs, the final decision was for treatment ponds. A 7.2
kilometre low head sewer outfall transports the sewage through a de-
gritting chamber and a blowoff pond to the ponds northwest of the city
in a location where soil permeability is low. The ponds, occupying a
total area of about 34 hectares, will provide anerobic and aerobie
treatment of the sewage, producing and effluent expected to be
sultable for erop irrigation,

Although the basic project concept and facilities have remained
unchanged, there have been a number of significant changes made in
project design during implementation for various reasons. The follow-
ing three are the most important among these changes.

1. As a result of strong pressures from the general public, rein-
forced by consequent pressure from Provincial Governor, NWSA has
acquiesced in the addition of both water and sewer lines within the
project service areas. The areas where additional water and sewer
lines have been authorized are generally tnose which have experienced



b\\:{;:}'\‘;"(" RO '):.ln: .
AN @U '1‘/

21~

significant poculation growth after origiral desizn and terdering,
particularly along mair roads. (To Aave “WSA has successrully
resisted public demands for additional water and sswerags servicss

ir areas outziie *“hs formal oroiact sarvice touniarizs.)
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3. Gravity przssure water service via a storage tark has been
eliminated from on= of the proposed servic:z zones (Zone VI) because
of the small population to be served. In lieu of the tank service,
a nydroprieumatic pump system will be installed to provide water to
this service zone.

As indicated, a number of other, less important changes have been
made in project design. A catolog of those changes with significant
cost implications is briefly discussed on pages 3 and 4 of Annex Z.k,

C. Project Training Plans

Since its inception, the project has had a modest amount of AID
money ($200,000) earmarked for operations and maintenance training
for the Taiz Branch personnel who will assume responsibility for project
facilities upon their completion. While detailed plans for this train-
irg, scheduled to start in May 1982, have not been finalized, it is
foraseen that it will involve rafher rouulne C&M trairing, involving
some theorstical work, but mostly "hands-on" work and practice on the
actual project ;aCllltl°S. t is ticipated that the reguired train-
ing services could be provided easily by American firms already active
in Yemen.

As an adjunct to the formal O&M training planned under the project,
during the ongoing negotiations between NWSA and H&S for an amendment
to H&S's contract for services through completion of the project, the
Mission has been insisting that H&S increase its training activities
for Yemen personnel under the contract, and H&S has indicated that it
will do so. (While such activities might add marginally to the cost
of the H&S contract, savings being effected during the amendment nego-
tiations -~ particularly in the area of home office -- U.S., -- salary
costs are expected to compensate Largely for any such increases.)

There is a reasonable chance that at least some of the Yemeni personnel
so trained by H&S will be available to NWSA after project completion.

D. Project Finances

1, Overall Project Financial Requirements

At the time of preparation of this Project Paper, the engineer,
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H%2, and the contractor, HSPL, are still far apart on estimat=s for
total projizct costs. H&S's 1atcst estimate is $100.9 million whilas

USPI's is &112.7 million. As iiscussed zarlier iz 2zction ILL.I,
nowsver, most of *his almest 21€ million dirfferina:s iz in cenbtin-
ganciss {211.5 millio~', ©2F ths vamaining diffsrsace of atout

$4.3 million, atout $3.5 miliion comsists of continuing 3iffzvanza:
in zhe =2stimate of ths costs of the basic construction contracts
(H&3: 371.2 milliorn; KSPL: 3$74.2 million) and the remaining $1.0

million cqnsists of a differarnce in estimates for house water cor.-
nections (H&S: $1.0 million; HSPL: $1.9 million). (See page 3 of
Annex F.)

For the purpose of this paper, the Project Committe2 chooses to
utilize the H&S figures, instead of the HSPL figures, as a basis for
projecting final project costs. This is essentially because we feel
that HSPL has an obvious interest in pushing its estimates for contin-
gencies to an upper limit. We, therefore, believe that the H&S
contingency estimate will ultimately prove more reasonable than that
of HSPL. We also use the H&S estimate for the cost of the three basic
contracts because there is a provision in the basic contracts which
allows the engineer, H&S (on behelf of the client, NWSA) to set the
price to the contractor in those cases where agreement cannot be
reached (this provision also allows the contractor to take the matter
to arbitration after the job is completed if he is still unhappy with
the result at that time). Because the H&S contingency allowance was
based only on the basic contracts, in the USAID estimate we are
increasing contingency somewhat to provide for an across-the-board
amount of 10 percent of the project cost. Thus, our final estimate
for the project is as follows:

TABLE II-1
USAID SSTIMATE OF FIJAL PROJECT COSTS
AMOUNT

ITEM §§ MILLION52
Three basic contracts (H&S estimate) $ 71.202
House water service connections (H&S) 1.000
Other costs (see Section I.D.2 above) 21.136
Subtotal -- basic project cost $ 93,338
Congingency (H&S) '6.000
Additional contingency (USAID) 3.334
Interest through 01/81 0.81k4
Currency fluctuations 0.785

Total estimated project costs $10L.271
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Current project finzncial commitments (assuming authorization of the
AID loan) are as Follows:

TABLT II-2
CUTIINT PEOJIOT TIIANCIAT COMIITIENITS
LI
SOUTCE $uriisig)
Saudi Furd $22.851
Abu Dhabi Fund 9.2k1
ATD 15.000
YARG 35.556
Total $39 6LB

Thus, utilizing our estimates for total project costs, there is currently
an uncovered amount of avout $15 million. (To the extent that AID has
indicated that we will only provide financing to cover those aspects of
the project to which we had earlier committed ourselves, the AID "com-
mitment" of $15 million in the above table is high because it now appears
unlikely that the full additional $5 million in the prorosed loan will

be required to complate AID financing - although the Mission belisves it
is wise to hold “he additional amount as contingency.) This accords very
closely with tha amount estimated by H&S, using a slightly different
basis, as follows (see Annex F):

TABLE II-3
H&S ESTIMATE OF FINAL PROJECT COSTS
(AMOUNTS IN $ MILLIONS)

Estimate of

Present Final Required Uncovered
Contrisutor "Cormitment" Comnitment Amount
Saudi Fund $20.834 $ 32.602 $11.768
Abu Dhabi Fund 9.2kl 15.394 6.153
AID 12.255 13.778 1.523

YARG 33.557 39.163 5.607
Total $75.887 100,937 $25.051

The H&S estimated "final required commitment" above is about $3 mil-
lion lower than the USAID estimate of final project costs (see Table I1-1)
because it does not contain the "additional contingency" which has been
included in the USAID figures. The H&S "uncovered amount" is about $10
millior higher than the USAID estimate essentially because H&S shows the
Saudi Fund as "committed" to only $20.8 million worth of project facili-
ties. The actual current situation with regard to the Saudi Fund contribu-
tion is that the fund is committed to NWSA for the amount of $29.8 million
(via a signed loan agreement in the amount of Saudi Rials 100,000,000).
At the present time, however, only $20.8 million of the SF $29.8 million
commitment has been designated for financing specific project facilities.
In addition to the question of increasing the overall SF commitment, the
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ongoing negotiations between MWSA and the SF include desigrnating
specific project activivies for the amount of about $9 milliorn which
has not yet been so assigned.

s
frerosing zihat its ovarall commitmsnt to ths preoisa i

tha feeling from our discus t Ths
zgortiztions =he f2udi 2nd fow Thabl funds wil
blry decids r. tnemszlves to crovid rancing to covar %nh2 ¢
rent estimated project shortfall of $15 million, providing that the
YARG agre=s to hold to its present commitment of about $35 million.
(A recommendasd cordition precedent to the AID loan is evidence of
sufficient overall financial resources to complste the project as
envisioned -- see Section IV.E.l below.)

"
3

b

2. Proposed AID Contribution

Based on the best available information at the time of writing
this paper, the overall AID contribution to the project will be
$13,686,019. This estimate is based on tentative figures for the two
mejor AID-financed components of $4,353,80L4 for the U.S. source and
origin =quipment and $8,772,215 for the final cost of H&S services.
The first Tizure is the estimated amount for equipment which was agreed
between H&S and HSPL, with an additional $30,000 estimated for marine
insurance. The second figure is the current H&S estimate for the final
cost of their contract to provide engineering services, as proposed in
their draft of Amendment No. 5 to provide services through completion
of construction and closeout. (Neither figure at this time has been
given final approval by NWSA or AID.) Based on these figures, the
estimate for total AID funding is as follows:

TABLE II-k
ESTIMATED AID PROJECT CONTRIBUTION

Original

Estimate/ Current
Item Commitment Estimete
Engineering Services (H&S) $ L,600,000 $ 8,772,215
U.S. Equipment 3,212,911* 4,353,804
Well Drilling 700,000 360,000
0&M Training 200,000 200,000

Contingency 1,287,089 1,313,981

Totals $10,000,000 $15,000,000
*Differs from some previous estimates because this figure included about
$230,000 for installation of equipment, which is no longer under consid-

eration for AID-financing. This installation will now be financed by
YARG.
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. wivg watar —o Tziz 'uiiszr iha
orojeet, ot 1tzs Tor the new welllielis ani
the design of the systam to transmit ths watsr to the city and stors it
there for distribution, are considsred teciiniecally good. All well
driiling wzs complzated by late 1279. The tests conlducte’ ovn the wsalls

after Zrilling vielded very satisTactory results; all =viiz..c2 indicates
that the well fieslds developed under the project will be sources of high-
quality replenishable water for Taiz for many years to come. MNo excep-
tioral dssign protlems were =2ncountered in the transmission and water
storage system and all aspects are considered to be technicz2lly sound.
The water distribution system being constructed under the project,
including the individual house connections, is standard; no technicel
problems have been encountered to date with this system and rone are
expected.,

2. Sewerage ard Sswage Treatment Facilities., The sewerage system
being installed in Taiz is also judged to be technically sound. In all
cases, simplicity of operation and maintenance was stressed. Thus, all
sewage 1s transported by gravity; no pumping is involved. 1In addition,
the sewerage system existing in the central part of town was incorporated
into the new system to the maximum extent possible (the existing central
system is judged to be adeguate for service at least until 1990).

The sewage treatment system utilizing oxidation ponds some 7
kilometrses from Taiz is well suited technically to the project's reguire-
ments., Taiz' climate is warm enougzh to allow the effective operation of
oxidation rords and these will present the fewest protlems with regard
to toth operation and maintenance. The soils at the site of the ponds
have a very low permeability, tnus ensuring to a high degree against
seepage of untreated sewage below the surface. The site is sufficient-
1y removed from significant habitation to ensure aginst odor pollution
during those periods of the year when the treatment process will not be
operating at full effectiveness.

3. Capability of Construction Contractor. All evidence to date
indicates that the construction contractor, Hanab-Stevin Pipelines
(who are also providing the bulk of the supplies to the project),
is fully competent technically and adequately staffed to perform the
contract, In general, the contractor's work to date has been of a
high standard, fully meeting international requirements and the speci-
fications of the contract.
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4, Capability of Supervisory Engineer. A balanced assessment

of H&S's performance must take into acuount a number of inhibiting
factors in the environment in Yeme.  including a reluctance of

+the client, NWSA, to rrovide H&S with full authority to carry

out its mandate; the fact that many of the project's design
proklems had to ke undertaken without sufficient information,
particularly with regard to soil conditions; the situation

that the strategy of proceeding to contract tendering without

full final design caused higher-than-normal levels of conflict
between the engineer and the contractor; and the fact that, fairly
or unfairly, Yemen often is not perceived as a desirable working
locale, which caused some recruitment problems for the firm.

As a general rule, H&S has performed better at the task of
supervising construction tham at its other major task, that of
design. At the time of project paper preparation, most of the
design work on the project == including required additional
design and redesign -- has been completed; the preponderence of the work
remaining involves construction supervision. 1In addition, based on its
own assessment of H&S's performance and the rexults of the AID team's
study of that performance conducted in October 1980 (see Annex D), NWSA
is insisting on a number of changes in H&S's personnel at Taiz prior to
coming to final agreement on the amendment to H&S's contract regquired
to provide for the firm's services through the end of the project con-
struction. (These personnel changes mostly involve particulsr people;
significant changes in personnel strength are not being contemplated.)
USAID has been following negotiations on the proposed final amendment
to H&S's contract closely, particularly with regard to perso..nel matters,
and have informed both MWSA and H&S that AID does not intend to approve
the upcoming contract amendment unless it is convinced that H&S's person-
nel on site at Taiz have both the capavbility and the authority to com-
plete their work on the project in a satisfactory manner. (Contractual
arrangements for supervisory engineering services through the end of the
project which are acceptable to AID is a recommended condition precedent
.for the proposed loan =-- see Section IV.E.l.)

B. Administrative Feasibility

Chief administrative responsibility rests with NWSA, whose staff
is on the whole capable (although spread extremely thin). Although
relations between NWSA and the contractor (HSPL) and engineer (H&S)
have been strained at times in the past, as discussed above (see
Section I.D.l), the Mission believes that the recent donors conference
has spawned an era of better cooperation among all parties. Assuming
successful conclusion of the ongoing negotiations over project costs
and further financial commitments by the two non-AID donors (the pros-
pects of both of which are judged to be good), this spirit should be
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maintaired and the administrative problems of the projsct through
complstion should ve reduced correspordingl;. At the Mission's
initiative, 1%t was agread at the donors cornfzrar ce tnat rapresent-
atives ¢f 21l doror: =nd IWSA would convena a :
szrznez” a2t asproximatily -emonzh intirvel
prograss and provlams through comolstion;
mainzzin th Lr;; of coopiration wilch 2
onTerenca, It is tha ¥ission's overall Juig 18
v2 capability will be adsquate to complete the oroge
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C. Financial Analysis

Unforturately, the extremely large cost increases which the project
has erncountered render previous financial analyses, such as that com-
pleted by De101tte/Hask1ns and Sells in 1979, or that included in the
original Project Paper, not very useful as guides to protable future
financ1al requirements, This is because, as an example, in its"worst
case" analysis, D/d&S assumed a 25 percent increase in project costs
above the then-estimated $53 million, raising project costs to $67
million, while current estimates are in the range of $100 million, which
is a 150 percent increase even over D/H&S's "worst case' assumption.
Completion of a new financial analysis, under present conditions of
greatly increased costs and as-yet-undetermined new financing arrange-
ments, would require staff resources and time which simply are not
available in the Mission.

It can be noted that the need for a comprehensive review of future
financial requirements of NWSA as a whole (which would have to be built
up from comprehensive studies of the financial requirements of each of
the branches) is recognized by NWSA and the major dorors as the one
aspect of NWSA's management and planning which probably has been most
reglected. The Mission understands that the IBRD has vteen reviewing
the regquirements irn this area for some time with a view toward the
pOSSlOillty of mounting in the near future a comprehensive financial
analysis of NWSA, including a wajor study to provide recommended tariffs
through the foreseeable future (probably the next decade). (Such an
analysis will be complicated by NWSA' preference for political reasons
to levy a uniform tariff rate for water and sewerage services in all of
the cities it servesJ) One possible vehicle for such a study is a pro-
posed cooperative agreement between NWSA and the Washington Suburban
Sanitary Commission (being fostered by the IBRD) which, the Mission
understands, would make specific reference to the possibility of provid-
ing assistance from the WSSC to NWSA on financial analysis, rate studies,
analysis of costs, etc.

At the present time, NWSA has varying tariff schedules. It charges
customers in Sanaa 5 Yemeni Rial (YR) ($1 = YR 4.55) per cubic metre of
water for the first 10 cubic metres and YR 10 per cubic metre for all
consumption above 10 metres. Elsewhere (i.e., in Taiz and Hodeida) it
charges a flat rate of YR 5 per cubic metre. (Since none of the sewerage
systems are yet in operation, none of the systems is yet required to
cover the costs of sewerage service.)
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For the year ending June 30, 1920, NWSA as a whole made a small
operating rrofit. Among the thrse onnratlrg bvarﬂhe s bownvnr, only
Hod=ilda mades a profit -- both Sanaa and Taiz experienced los:z:s. The

laiz loss wasz comparasivaly smell -- sbeout 72 220,000 oun revinuzs ¢f
atout 7E.7.3 million. Ths loss for FY 30 for thsz Taiz Branch woulsd
navs be2n a Drorit ixe2gt for a rscany changs Lo TW3A's regulations
requiring a much larzsr set aside from revenuss than had prev‘O\\l
ceen in effect for provision for end of service venefits for emcloyees.

It should be also ka2pt in mirnd that prior to the irauguration of the

new project facilities, the Taiz Branch nas a cap on the mount of weater
available for "sale" -- thus, if more water had been potentially avail-
able, the Taiz Branch undoubtedly would have been able to meke a siznifi-
cantly hizher return in recent years because it would have been faced
with relatively small increases in direct costs to produce the additional
water. On the other hand, it must be noted that the Branch only just
broke even in FY 80 despite the Tfact that between FY 78 and FY 80 the
price of municipal water in Taiz increased constantly from YR 2 to YR 5
per cubic metre. In other words, these rather rapid increases were neces-
sary just to break even in a situation of extremely low amortization
(depreciation) costs. (See Tablas ITII-1 and III-2, respectively, for the
-unaudited firarcial results of NWSA as a whole for 19%0 and the Taiz
Branch for FYs 79 and 80.)

None of the above has any real bearing on the situation which will
obtain in the Taiz Branch and NWSA when the new project facilities in
all three branches are put into operation within the next 3 years, thus
increasing both operations and maintenance costs and amortization costs
significantly. While we admittedly have no rigorous support for our
opinion, the Mission suspects that the most likely conclusion of a
thorough analysis of the Taiz Branch's firancial requirements after com-
pletion of project facilities would be that the branch will require sig-
nificant subsidies for at least the first 10 years after startup, because
the rates which would be required to cover all costs (even without con-
sideration of a return on net assets) would be so high that they could
not be levied for political reasons (and they would be beyond the means
of most citizens as a practical matter).

(This conclusion is probably true for the other branches as well.)
The Mission will continue to monitor the situation with regard to finan-
cial projections for NWSA (and the Taiz Branch) closely and will keep
AID/W informed of any plans for financial analyses, rate studies, etc.,
end of any results when available.

In view of the Mission's opinion of the likely financial situation
facing the Taiz Branch after completion of project facilities, the
Project Committee is recommending as a condition precedent to the AID
loan a signed releoan agreement between the YARG and NWSA which provides
the proceeds of the AID loan to NWSA for agreed project purposes on
terms no less favorable than those of the AID loan to the YARG -- see
Section IV.E.2 below.
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REVENUES AND INCOME

Water Sales
Other Income
TOTALS

OPERATING AND ADMINISTRATIVE EXPENSE

Directors Remuneration

Salaries and Allowances

Electricity

Fuel and 011

Chemicals

Maintenance and Spare Parts
Stationary, Printing and Other Office Expenses
Employee Expense Allowance

Building Rentala

Provision for Bad Debts

Provision for End of Service Benefits

Other Expenses
Depreclation
TOFALS

tleadquarters Expense Allocated to Branches

TOTAL EXPENSES
Headquarters Expenae Allocated to Work in Progress

NET REVENUE OR (LOSS)

Note: All amounts in Yemeni Rinls ($1 = YRH.55)
Source: NWSA

TABLE 1111
National Water and Sewerage Authority
Congolidated Statement of ltevenue and Expenses

For the Year Ending June 30, 1980

Talz

Hodelda

Suna'a Brutchies

Headgunrters Branch Branch Brauch Totul Totuls
-0- ‘1,427,610 7,992,369 10,7Y7,h7h 26,137,453 26,137,h%
L2390 363,985 h23,6134 96,000 883,598  1,307,44
23000 7,791,595  Bh15,082  10,B13.h/h  2/,021,051  ZFLAhsiuii
56, 302 PR

4, 28L 97t 4,166,652 2,542,933 3,755,312 10,464,897 (USRS
1,124 -0- 2,881,349 1,701,125 4,582,524 581, 6Nk
61,108 1,215,227 58,832 231,182 1,505,241 1,500, ¢he)

-0- 56,358 20,18 3,700 80,476 HIR'YMD
86,127 318,049 130,236 176,804 625,089 P10
84,127 43,911 22,748 81,104 147,763 279 o
153,347 131,679 36,613 39,010 207,302 360,000
-0- -0- 100,800 10,783 111,583 111,513

-0- ~0- -0- 329,301 329,301 32, 4
559,22l 1,119,996 396,052 769,459 2,285,507 2,84h 731
338,495 164,633 183,009 225,620 567,282 CIRIN LY
237,h08 536,171 475,29 3,763,118 4,715,154 5,002, 50
5,862,833 ‘1,753,282 6,848,299 11,086,918 25,682,119 31,550,945

(1,087,175) 362,229 165,3h2 560,204 1,087,715 —0-
4,795,058 8,115,511 7,013,641 11, .5,722 26,169,894 31,550,494

(h,351,048) (L, 391,000

(323,916) 1,h02,3h1 (833,218) 2h, il

-
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ININMDOQ TIGVIVAY 153

T~

-



. -30'- .

TABLE TII-2

National Water and Sewerage Authority

Comparative Statemsnt of Fevenue and Expsr
Taiz -Branch

For Year Ending Jure 30, 1980

Increase or
1978/79 1979/80 (Decrease)

REVENUES AND INCOME
Water Sales 6,141,546 7,427,610 1,286,064

Other Income 522,284 363,985 (158,999)
TOTAL REVENUES 6,66k4,530 7,791,595 1,127,065

OPERATING AND ADMINISTRATIVE EXPENSES

Salaries & Allowances 3,421,236 4,166,652 745,416
Fuel and 0il 899,649 1,215,227 315,578
Chemicals 53,068 56,358 3,290
Maintenance and Spares 421,100 318,049 (103,051)
Stationary, Printing & 26,390 h3,9ll 17,521
Other Office Expenses
Employee Expense Allowance 83,884 131,679 47,795
Provision for End of 318,878 1,119,996 801,118
Service Benefits
Other Expenses 137,208 164,633 (27,425)
Depreciation 305,461 536,777 231,316
Headquarters Expense 347,697 362,229 14,532
Allowance
TOTAL EXPENSES 6,014,571 5,115,511 2,100,940
NET REVENUE OR (LOSS) 649,959 (323,916) (973,875)

Note: All amounts in Yemeni Rials ($1 = YRL.55)

Source: NWSA
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D. Ecoromic Analysis

It is generally accepted armong sconomists that there is ro satis-
factory matnod of providinz banefit/cost analisss for walar and sewsragzs
crojfectz, zimgly Terause thzr: 1s no way Lo uantify srolzct tanzlis,
It s possitls to orovids proxy oznarits in ths form of revanuss to the
ogsrating au*nority ani thern to us: thase "tenslits” and ths oreofzct's
costs to calculate an "intsrrnal rate of rsturn” for itns croisct, 25 was
done in th2 original project paper (See Section VIII.E of that PP).

The Project Committee firnds such a calculation to be of limited useful-

ness, however for two reasons:

a. The crucial determining factor as to whether or not the "IRR"
so derived will be positive or negative is the lsvel of revenues, and
thus ol service charges (or rates) which is assumed., Making realistic
a priori assumptions about such rates is a notoriously difficult pro-
cess. In the real world, actual balancing of costs for water and
sewerage systems (or achievement of a given return on assets) is usually
more a matter of trial and error +than of theory, not the least because
each system's situation, or setting, is unique. As indicated in the
acove financial analysis section, the Project Committee suspects that
any assumed rates for services which are within the r=alms both of
political possibility and of practical ability to pay for many of Taiz'
residents would yield a negative IRR at this time.

b. Of much more importance to the Project Committee as an objection
to using "proxy benefits" to calculate an economic return for a project
like this one is the point made in the original Project Paper thatv i* is
generally acknowledged that such proxy measures inevitably ignore large,
but urnguantifiable, benefits which will accrue to the residents involved.
On the tneor=tical level there is perhaps a valid argument that with suf-
ficient education and awareness any population should be willing to pay
for the full costs of reaping all verefits provided by water sector
projects. 3ut such a high level of awareness will not be achieved early
in the Yemen setting (indeed, it is not usually achieved in most developed
countries, at least not at the local level), while the benefits, although
unquantifiable, are real and substantial. The Mission believes that the
real situation is well summed up in the last two sentences of the economic
analysis in the original PP, viz., "In the case of Taiz, these unquantifi-
able benefits are very important and there is no real alternative to pro-
viding water and sewerage services. Most cities ("civilizations" might
have been a better word) have determined that such systems are essential
for a safe, healthy (and produdtive) environment and that total benefits
exceed total costs."

Finally, there is a good argument to be made that the project as
designed (and as being implemented in its environment) provides the
least-cost solution to providing the desired benefits. As discussed
earlier (see Section II.B above), project facilities have been designed
to provide the lowest possible operating (particularly with regard to
energy) and maintenance costs. There might be a question as to whether
the sewerage s:rvices are necessary at this time, i.e., whether the city
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could not have continued using cess pits for some time, given the
fact that the currently utilized aguifers under parts of th= city are
to be actandoned once thae new w2ll fi=lds are put into oparation,

Azids from ths zrotatls sarifary prodblams sush a courss
for the city's livirng 2nvircnmernt, ws d:=lisve that :
5ro~;h cf ths city, ths d2cision to proviis ths sz 2
with a visw toward ultimately cressing ths currens ]

orce trey have had a chance to rechargs (and to ve d out") is
extremely farseeing and wise, In sum, everything considsred, we believe
that the present project indeed does provide Taiz with the lzast-cost
solution to its water and sanitation problems now and in the immediate
future, and further that it provides a solid -- and least-cost -~ basis
for the solution of the city's longer-term problems as well.
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E. Social Analysis

All indications are that the social value placed on clean water
(and on sanitary disposal of waste water) in Yemen is high, as it is in
most other West Asian countries. There are numerous indications to
back up the above general assessment. In the Taiz context, the obviously
great public appreciation for the benefits received to date from the
Kennedy Memorial Water System provides strong support for the proposition
that adequate amounts of water are highly prized for the populace. The
pressure exerted both by various sectors of the populace and the Governor
of Taiz during the implementation of the present project to extend the
actual service area for water supply and sewerage represents another
strong indication of the high value placed on adequate supplies of water
and sanitation. Similarly, the insistance that none of the planned
public lavatories be eliminated, voiced by large segments of the populace,
gives further evidence of the value placed on sanitary waste disposal.
These indicators of high social value for adegquate water and sanitary
waste disposal in Taiz are mirrored by similar indicators at the national
level. Here, the value is reflected in the fact that a significant pro-
portion of the total development resources available to the Government
are being budgeted for water supplies in general and for sanitary waste-
water disposal in the major cities. While this analysis is admittedly
not rigorous, it is believed sufficient to show that the proposed pro-
Ject will provide services responding to social demands representing
some of the strongest perceived requirements of the populace.

The project will serve all levels of Taiz' population. Even the
poorest strata will have access to project services, through public
water distribution points and public lavatories. In general, the
income distribution in Yemen is more even than in most countries with
similar per capital income levels. Thus, ceteris paribusl/a larger
proportion of the populace should be able to afford the costs of the
system's services than is generally true in countries of similar income
level,

1/ ceteris paribus: other things being equal
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Environmental Assessment

The environmental assessment for the droross
Trom that Tor the originagl! zrant, S22 Szction 7

iginal Project Pap=r.
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PROJ=CT IMPLEMENTATION AND EVATUATION

"
.
"

roj2act Implementation Scohedule

Major svents rejulirzi for inmplemsntation of ithe ATD-profsct from
time of submitting tnls Projsct Paper until projact comol:t-or ars
set out in Table IV-1l. (While this schedule does not include past
implementation actions for the AID grant-financed project, it does
irclude all actions believed to be reguired from the prssent to
complete all aspects of the AID project, regardless of funding
source.) Given the experience in implementation to date, it is
believed that the schedule pressnted is realistic and that there
is a high probability of achieving full project implementation withe-
in the PACD of June 30, 1983.

B. Disbursement Method and Schedule

1. Method

Only three items remain to be financed through the end of

the AID Projsct. These are, in order of magritude, the supervisory
enginesring s=rvices{about $4.7 million), the AID-financed equipment
(about $4.4 million), and the 1lscal training ($200,000). The
engineering services are currantly being financed by two methods, a
direct letter of commitment to the engineers for the dollar costs and
a direct reimbursement authority to NWSA for the local (Yemen Rial)
costs (both have the Mission as the paying agent). These arrangements
have worked satisfactorily to date and the Mission believes that they
will continue to do so through the end of the project. Possible
arrangements for disbursements for the AID-financed equipment have
been set forth in great detail recently for NWSA's consid=rationj they
will involve either direct reimbursement to the contractor, HSPL, upon
satisTactory delivery of the equivment to Taiz or, ternatively, a
direct letter of commitment to the U.S. subcontractor, Twombly, Inc.,
of New Jersey, containing standard AID-financing arrangements. Again,
provided that all details of the shipment and receipt of the equip-
ment are worked out satisfactorily among the involved parties (and this
matter appears to be well on its way to resolution), no disbursement
problems are anticipated., As to the relatively small amount budgeted
for local O&M training, USAID currently is disbursing for several
similar programs in Yemen utilizing direct reimbursement authorities
with the Mission as paying office and is encountering no significant
problems; it is anticipated that the training progrem disbursement
procedures can be arranged fairly quickly once details of the program
are agreed.

2. Schedule

To the end of December 1980, of the $10 million in grant funds
already authorized, about $5.3 million have been committed and about
$4.4 million disbursed. Following is the estimated schedule by fiscal
year quarter for disbursement of AID funds (grant and loan) through
the end of the project.
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USATZ

NWSA, HSPL, HiS
NWSA, H&S
AID/W

USAID, CPO
HSPL

AID/W, USAID
NWSA, CPO
NWSA, CPO

MWSA, USAID, AID/W

H&S, NWSA, AID/W

NWSA

HSPL H&S, NWSA
NWSA

H&S
USAID, NWSA
NWSA, USAID

TABLE IV-1
PROJECT IMPLEMENTATION SCHEDULE
ACTIIN DATE
1. Proisct Pager Suctmitied 3/22/51
2. Agresment Feached on Final 3/31/21
Project Cost Zstimates and
Information Transmitted to
Dornors
2. Amendment to H&S Contract Signed 3/31/81
to Provide Supervisory ZIngineering
Services through Project Completion
L. Loan Authorized L/15/81
5. Loan Agreement Signed L/30/81
6. Shipment of AID-Financsd Equip- L/30/81
ment Completed
7. Implementation Letter No. 1 Issued 5/07/81
8. Assurances of Further Financial 5/15/81
Support Received from Non-AID
Donors (or Sufficient Further
YARG Support Confirmed)
9. Loan Conditions Precedent Met é/01/31
10. AID L/Comms (or Other Financing 6/15/31
Document for AID-Financed Equip-
ment) Issued for Engineering
Services and Equipment
11. Certification of Receipt of AID- 6/30/81
Financed Equipment Completed
and Payment Authorized
12, On-the-Job Training Program for 5/01/82
NWSA Taiz Branch Personnel Begins
13. Project Construction Completed 7/18/82
14, On-the-Job Training Completed 8/31/82
15. Departure of Last of Engineer's Pers, 12/20/82
16. Evaluation Conducted and Reported 6/30/83
17. PACD of Project 6/30/83
# CPO -- Central Planning Organization, Yemen Areb Republic
H&S -~ Hazen and Sawyer
HSPL -- Hanab-Stevin Pipelines
NWSA -~ National Water and Sewerage Authority
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TABLE IV-2

ESTIMATED AID DISBURSEMENT SCHEDULE

(8 Millions)

ITEM BY
U.S. FISCAL FZSCAL YTAR ZUARTIRT TOTALS
YZAR 1/ 1s% eni 2rd Lih
(Through 1st Juarter FY 81) eeeeeccccccaccccanaaa L.Lio
1981
FS * 0.660 0.660 0.660 1.980
EQ -C- -0- 1.400 2.500 3.900
TR -0- -0- -0~ -0~ -0~
Totals * 0.660 2.060 3.160 5.880
1982
ES 0.660 0.600 0.600 0.460 2.320
EQ 0.500 -0- -0- -0- 0.500
TR -0- -0- 0.025 0.100 0.125
Totals 1.1%0 0.600 0.625 0.560 2.9L5
1983
ES 0.22k 0.150 -0- -0- 0.374
EQ -0- -0- -0- -0- -0-
TR 0.075 -0- -0~ -0~ 0.075
Totals 0.299 0.150 -0~ -0~ 0.L4L9
GRAND TOTAL 13.684

¥Included in amount through lst quarter FY 81

1/ Es
EQ

TR

o

c.

Project Implementation

Engineering Supervision of Construction
ATD-financed Equipment
O&M Training

Project implementation is, of course, in full swing.

Primary

responsibility for implementatiiun rests with NWSA, which the
Project Cammittee judges to have adequate capabilities to complete.
As discussed previously, the project has faced significant imple-
mentation problems in the past but the Project Committee believes
that if NWSA can successfully complete negotiations on (a) final
project costs, (b) further donor commitments, and (c) provision of
engineering supervisory services required through completion of

construction, implementation of the remainder of the project will
be fully within manageable proportions for NWSA.
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At the time of writing this Project Paper, rnegotiations on "2"

above are surficiently well along for NWSA to feel that it can sub-
mit the results to the two non-AID Zonors. <Satisfactor: complation
0F ths n=zotiszzions for furitnsr Ionor cormizmentz ""TV atev:®
continzsnt on tas rasults of "a.” WA also oz
rnssctiations on an amsndmant to HiS':s centract
irdicated zarlisr, thz Zrojsct Committss judzss the chan
satisfactory conclusion of the reguired negotiations to ve very good.
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D. Project Monitoring and Evaluation
1. AID Monitoring

AID monitoring and implementation responsibilities will be
carried out by the USAID/Yemen Capital Development Office. The chief
monitoring activity of Mission staff will be frequent field trips to
the project site to ensure that Mission is fully informed at all times
of project progress in general and construction progress in particular
and of the nature of any current problems. Mission monitoring will
place emphasis on following the performance of the AID-financed super-
visory 2ngineers., The need to have sufficient expertise to perform
the monitoring function on this project was a primary reason for the
Mission's insistence that its engineering position be filled with a
qualified sanitary engineer. 1In response to this request a highly
qualified and experienced sanitary engineer joined the Mission in
November 1980, thus ensuring that the Mission has the full ability
and capacity to monitor the project effectively.

2. Project Evaluation

Because of the project's basically capital intensive nature
and the fact that it recently has received intense scrutiny in prepara-
tion for the donors conference, the Project Committee now believes that
no interim project evaluation is required. A final evaluation of the
project is planned for mid-1983, by which time all project facilities
should have bz2en in full operation for at least 9 months, if not a
full year. Tuis evaluation will include the following in its scope:

a. Confirmation of completion of all physical facilities in
accordance with plans and specifications.

b. Assessment of how well project facilities are being operated
and the maintenance function is being performed.

c. Examination of the adequacy of the staffing pattern for the
Taiz Branch and of whether the numbers of onboard personnel are adequate
to operate and maintain the system satisfactorily.

d. Investigation of the financial position of the Taiz Branch
to determine whether sufficient financial resources are being made
available to operate the project satisfactorily.
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e, Assessment of how well the ongoing connections to water
and sewerage services are proceeding.

'+ Survey of public and local governmerntal attitudss toward
the naw facilitiss, including an assessment of whithsr ths rates
Deing cnergsd, including thoss fer conrections, ars czonsidsred al-
foriatls ©y most of Taiz' cizizens, (This will incluids an =xamina-
tion of any measures veing takern to mak=s connection charzgss arforiabl:
to lower income residents and of any provisions in the rates for cross

subsidization.)

At this time, it is believed that the above evaluation should be
coordinated with AID/W and should include the participation of three
to five non-Mission personnel with various fields of expertise, with
at least two to three personnel from outside the Agency.

E. Proposed Loan Terms and Negotiating Status
l. Conditions Precedent

The following four conditions precedent to loan disbursements
are proposed:

a. Standard requirements for the receipt of a statement from
the YARG of the name(s) of the person(s) representing the Government
and a specimen signature of all persons so designated and the receipt
of a satisfactory legal opinion from the YARG authority to attest to
the loan agreement's validity.

b. Contractual arrangements satisfactory to AID between NWSA
and an 2ngineering firm acceptable to AID to provide for supervisory
engineering services through the end of project construction (i.e.,
July 1382) and sufficient onsite engineering persom.zl to complete
all supervisory activities through the close-out phase lasting approxi-
mately 6 months after the completion of construction.

c. Evidence acceptable to AID that sufficient financial
resources will be made available by other donors and/or the YARG to
complete the project as envisioned.

d. A signed reloan agreement satisfactory to AID between the
appropriate entity of the Y.A,R. Government and NWSA which passes on

the proceeds of the AID loan to NWSA for agreed project purposes at
terms no less favorable than the terms of the AID loan to the YARG.

2. Special Covenants
No special covenants are being recommended.
3. Previous Experience with Similar Conditions

YARG compliance with the conditions precedent in the original
grant agreement has been adequate with the exception of conditions
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precadent 14,2(d) and L.2(g) having to do with procossd rates for:
services and a financial plan for NWSA, raspeetively. This situa-
tion is discusszd in some 32821 in tae Flmarcizl Axm=2-siz, J=2ozion
IIT7.C 2vove. As indicaizd there, the ovarall jusstlion of [WSi's
Tirnancial cosition and i1ts 2tilify to Tirance i1ts ossrationz, inmclud-
ing th2 jusstion of the levzl of ssrvics chargss to te applied and
the finarcing of any shortfalls, has so Zar not bzen addressad suf-
4.

Tar
Ticiently. After assessing the current situation thoroughly, rarticu-
larly in the light of the history of AID's =fforts to date to attempt
to strengthen NWSA's administrative capabilities and to focus more
attention on NWSA's firancial situation, the Project Committee con-
cludes that at this time AID cannot further involve itself in this
area in a fruitful manner. Accordingly, we recommend that AID rely
on the attention being given this problem by other major donors to
NWSA, particularly the IBRD, for its resolution. It can be noted
that it is the Mission's opinion that the degree of YARG commitment
to date to its program to provide water and sanitary services to its
major urban areas is so strong that the chances are good that NWSA's
operating requirements will be met (in the form of subsidies, if
necessary) through the foreseeable future.

4, Procurement

Except for certain limited Yemeni Rial costs for local support
for the supervisory engineers and for training, the source and origin
of all eligible goods and services shall be Code 94l (effectively the
U.S.). Aside from the relatively small training component, all proce-
dures for procurement are fully delineated at this time and no problems
with drocurement are foreseen,

5. Negotiating Status

The involved entities of the YARG have been fully briefed on
the proposed terms of the AID loan and have indicated understanding
of, and concurrence with, them. Thus, the Mission anticipates no
particular problems with loan agreement negotiation or signature.
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ANNEX 4 A=/
BRIEF OVERVIEWw OF THE

WATER SECTOR 1N YEMEAN

N —— 4=
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Althougn ths YEﬁ:* Lrab reouclic Tacss zoits pretlsamsz of wasav
suprly i(and sanitation), 1*4: many other dsvslozing countriss

facing tne same problams, it has ro overall water sector plan

and no cenitralized autbOW1tv to set policy for or to administer

its efforts in the sector. The YARG did take a first step toward
the uWltimate development of a natiornal water authority with the
establishment of the Department of Hydrology (DOH) in 1979, As

its name impliss, the DOH was estaclished to develop within the
YARG an organization capable of collecting, analyzing, storing,

and disseminating data on the full gamut of Yemen's water resources.
AID is supporting the development of the DOH with a $3.1 million
grant (Project No. 279-0043) which is providing services of a

U.S. consulting firm to advise on organization and forward planning
(and assist with training); local, U.S. and third-country training;
limited support for local costs; some project commodities and some
short-term technical assistarce (planned from the USGS). (The
Dutch Government has recently concluded an agreement with the YARG
to provide additional assistance for development of the DOH.) The
DOH is now under the Yemen Oil and Mineral Corporation, which has
only a periphersl interest in its functions and the data it will
produce, It is noped that the DOH ultimately will serve to provide
technical backstopping and advice on policy to whatever entities are
developed for the YARG to establish and administer a national water

volicy.

As indicated, however, to date no further progress beyond the
establishment of the DOH in the direction of developing national
water policy apparatus has been apparent, and the situation now is
one of almost entirely uncoordinated actions among the several
parties involved in developing and exploiting the nation's water
resources, including the Ministry of Agriculture, the Tihama Develop-
ment Authority, NWSA, the Rural Water Division - see below, the
Cooperatives for Local Development, and large numbers of private
entities and individuals who have become involved in the recent past
in the development of irrigated agriculture in Yemen.

The YARG has established a basic division of labor at the national
level, however, in the area of municipal water supply. The National
Water and Sewerage Authority (NWSA) was created in 1973 and assigned
responsibility for water and sewerage services in the major urban
centers (cities with populations of about 20,000 or more). At about
the same time, the YARG created the Rural Water Division (RWD) of the
Ministry of Civil Works with the major responsibility for water supply
in places not under NWSA's purview. In addition to the efforts of the
EWD, an unknown number of small water supply projects have been car-
ried out by Cooperatives for Local Development on their own utilizing
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ANNEX A A-2

8 comtiratiorn of csnirally supoplisd grants and locally raizzd moniss,
{(vemen is uncharaztsristic of many davsloping countriss in that
rarmittances from worksars atroad tand to te sprzal rather broadly
around the country and, thus, many rural areas have access to signi-

ficantly more resources tnan is usual in lower income countries.)
The Tihama Pevelopment Authority has aelso been active to a limited
degree in providing municipal water supplies to towns and villages
in ths Tihama, Yemen's lowland coastal belt.

RURAL WATER SUPPLY ACTIVITIES AND DONORS

The Rural Water Division (RWD) of the Ministry of Public Works was
established in 1972 to provide safe and adequate water supplies to
towns (urban areas below the approximate threshold of 20,000 pecple --
those above the threshold are the responsibility of NWSA) and rural
villages and other aress,

Since its Inception, the RWD has administered projects which have
provided a large number of small water supply systems taroughout
Yemen. Because RWD's staff is relatively small, most of its projects
have been accomplished through "turn key" assistance from donors. A
large number of donors has been involved in these efforts over the
yerrs, including AID, the UNDP (in association with WHO), Holland,
the Saudi Fund, the Abu Dhabi Fund, UNICEF, Japan, and Irag. USAID
assistance began with a $5.6 million project (No. 279-0022) which
vegan in 1973 and provided assistance with the establishment of 50
small water systems. This project was Jjudged successful and a
follow-on project, No. 279-004Lk, for $7.0 million was signed with

the YARG in 1980. Project Ol will provide assistance for up to

140 small water projects over its S-year lifespan. Both AID projects
have utilized assistance from the Peace Corps to provide trained man-
power -- the second project will be implemented through a U.S. PVO,
the TransCentury Foundation.

While the overall RWD effort has been fairly successful in providing
water supplies to Yemen's rural areas, the organization has had and
continues to have significant problems in administration and manage-
ment. The RWD staff is small and spread thin and it has trouble
providing adequate management for all of its activities. A continu-
ing problem has been maintenance, after project completion, particu-
larly for diesel enginzs and pumps.

NWSA

Created in 1973 as an autonomous agency, with its chairman reporting
directly to the Council of Ministers, NWSA was incorporated into the
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ANNEX A
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newly created Miristry of Zlactricity, Water, and Sawsr
1230, 3incs its incaction, NWSA has besn activs in ix
larze numter o crojscts to provide water ard sewerazs
Yemen's major cities, beginning with the Sanaa Wat:r I Project
initieted in 1974. By late 1930, firm plans had bees laid for pro-
jects estimated to cost ovir $500 million, to provide water and
sewerage services to all of Yemen's major urban areas, and NWSA
astimates that by the ead of 1982 over $400 million will have been
expendad for these projects, with the YARG having financed about 25
percent and outside donors the rest. NWSA has been generally success-
ful to date in attracting outside donor financing for its projects.
Table provides an overview of NWSA's projects to date and current
planning for the future. (In addition to these projects for providing
water and sewerage services to the countiy's major urban areas, there
was tentative consideration for a while of NWSA's involvement in
projects to provide such services to "seccndary cities." To date, how-
ever, no concrete plans have been made for such an extension of NWSA's
activities.)

Although fairly successful to date in its program and planning to
construct water and sewerage systems in Yemen's major urban areas,
NWSA also has been faced with difficult administrative and management
problems as more and more of its facllities have come on line. To
assist NWSA in improving its capabilities in these areas, in 1977 AID
extended a grant to NWSA of $5 million (Project No. 279-0028) to
finance technical and managerial advisory services to NWSA and an
extensive training program for NWSA's personnel. In 1979, NWSA con-
tracted with a U,S. firm, Technical Management Services, Inc., (a sub-
sidiary of Daniel, Mann, Johnson, and Mendenhall) of Los Angeles to
supply the proposed advisory services and TMSI personnel have been on
the job at NWSA since early 1980. 1In general, th. . part of the AID
project is being successfully implemented. The training component of
the project has been less successful to date, however, as of the end
of 1980, only three trainees had beea enrolled in courses at various
levels. Like virtually all other public agencies in Yemen (and, of .
course, most of the developing world), NWSA has encountered extreme
difficulty in attracting and retaining qualified personnel. Because
of its tightly constrained personnel situation, NWSA has been reluc-
tant to release personnel for training under the AID project. (The
AID project will be evaluated during the third quarter of FY 81 and a
major part of this evaluation will be a survey of, and recommendations
on, NWSA's overell personnel situation.) In addition to AID's project
to improve NWSA's administrative and managerial capebility, IBRD also
has programmed limited amounts of its project funds for training and
other ectivities to strengthen NWSA management cepabilities.
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City

Sanaa

Sanaa

Sanaa

Sanaa

Hodeida

Taiz

Ibb and
Dhamar

Zabid

Taiz

Source:

Project

Sanaa

Sanaa

Sanaa

Sanaa

Water

Water

Water

Water

Water

NWSA

Water I
Water II
Sewerage 1
Sewerage I1

and Sewerage

and Sewerage

and Sewerage

and Sewerage

and Sewerage II

NWSA WATER AND SEWERAGE PROJECTS

(As of end 1980)

Purpose

Provide water services to
city center

Expand water service to
outer areas of city

Provide scwerage services (and
treatment) for city center

Extend sewerage services to
outer areas of city

Provide water supply,
sewerage and sewage treat-
ment facilities to city

Provide water supply,
sewerage and sewage treat-
ment facilities to city

Provide water supply,
sewerage and sewage treat-
ment facilities to city

Provide water supply,
sewerage and sewage treat-
ment facilities to city

Expand water and sewerage
services to serve rapidly
expanding population

Estimated
Implemen- Estimated
tation Cost Outside
Period ($ Millions) Donors

1974-79 27.0 IBRD, Arab

(actual) (actual) I'und

1978-81 51.2 IBRD, Arab
Fund

1981-83 70.3 {tuudi Fund,
IBRD

Not yet 129.7 Not yet

determined determined

1979-82 Th.7 IBRD, Arab
Fund

1979-82 78.4 Saudi Fund,
Abu Dhabi
Fund, A.I.D.

1981-84 95.2 IBRD, Arab
Fund, KiW
(German) --
Ibb, Holland-
Dhamar

526 .6

No definite plans or studies yet developed

No definite plans or studics y«ft developed
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A, CIXNESTIRUC

Contractor:

Contract
Number

(Contract B)

B-0

(Contract C)
C-0

C-1

c-2

c-3

c-5
c-6
C-7

ANNEX B

TAIZ WATER AND SEWZRAGE PROJECT

ceem o AATID Tt Amere s e
o orE2CURZLZNT ConTRACTE

CNIZACTS

Hanat-Stevin Pipelines {Middle fast) for all contracts

Description

Mobilization

Copstruction of Electric Genersastor Buildings
Pump Stations

Chlorination Stations

Electric Transmission Lines

Electric Installation

Mechanical Installation

Movilization

Installation of Pipe, Fittings, and Valves for
Transmission Main and Well Field Header Lines

Installation of Pipe, Fittings, and Valves for
Potable Water Distribution System

Installation of Pipe, for Gravity Sewers, 250 mm
through 800 mm Diameter, and Construction of
Manholes

Installation of Pipe for Gravity Sewers, 150 mm
through 200 mm Diameter, and Construction of
Manholes

Installation of Sewer House Connections

Installation of Low-Head Sewage Line

Erecting Water Storage Tanks




ANNZX B

Page 2 of L
B-
(Certract C) ;l
c-32 Dzlsted
C-S Construction of Public Toileis
¢-10 Construction of Well Pumnp Houses
Cc-11 Deleted
c-12 Construction of Sewage Treatment and Disposal
Facilities
C-13 Subsurface Exploration and Testing
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B, DPROCUREMENT CONTFACTS

B.1l Contract A

Contract

sy
LT 2Y

A-l

A-1A

A-3

A-L

A-6
A-T7
A3
A-9
A-10
A-11
A-12
A-13
A-1k

A-15

- - H -2
—escriztion

Pipe and Fittirgs for Transmission Main

Pipe and Fittings for Well Field Header

System

Pipe and Fittings for Potable Water
Distribution System Valves for Water
Supply System

Valves for Water Supply System

Pipe for Gravity Sewers, 250 mm
through 200 mm Diameters

Pipe for Gravity Sewers, 100 mm
through 200 mm Diameters

Miscelleneous Castings

Portland Cement

Reinforcing Ste=l

Deletad

Electric Poles

Pipe for Low Pressure Sewer Line
Motor Vehicles

Miscellaneous Earthmoving Equipment
House Water Meters

Air Compressor and Portable Arc
Welder
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ANNEX B
Page 3 of 4

R-2

Corzrzctor

Hanab-Stavin

Hanab-Stevin

Hanab-Stevin

Saarberg-Interplan

Al-Mutahar

Hanab-Stevin
Al-Metahar
Sam Whan Corp.
Sam Whan Corp.
Deleted
Al-Mutahar Co.
Al-Mutahar Co.
Mitsui & Co.
Not let

Tihama Co.

Al-Mutahar



B. PROCUREMENT CCNTRACTS (Contirued)
B.2 Contract B

fontractor:

B-L
B-5
B-€

B-8

B-9

B-10
B-11
B-12

B-13

B-1L

B-15

B-16
B-17
B-18
B-19
B-20
B-21

B-23

ANNEX B
Page 4 of 4

Harab-Stavin for 211 contraects, with Twomcl:, Irc.,
£ Naw Jerzsy as suteontractor for AIl-Tinanc:d

(s ki

) ‘
3uipmant

Description

Distribution System Water Pumps
Chlorination and Associated Equipment
Water Meters

Hoisting Equipment

Misc, Tools and Equipment

Sluice Gates

Sewage Pond Liner

Electrical Equipment for Power Lines Including
Substation Transformers

Hydraulic Sewer Cleaner
Submersible Pumping Equipment
Well Pumping Equipment

Power Generator Equipment

Switchgear and Motor Control Center for Al-Haima
Power Plant

Transformers

Substation Structure, 0il Circuit Breakers and
Air Break Disconnect Switches

Ventilation Equipment

Plug Valves

Pressure Reducing and Pack Pressure Valves
Communicatlion System

Valves

RBTIRENE U

Pressure Gauges
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"CC3T TEAM" RTEQORT
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This annex incorporates the following work by reference:

"Senitary Consulting Services, Taiz Water Supply and Sewerage Project,"
Stanley Consultants, Washington, D.C.; November 14, 1980.

(Work performed under an AID Indefinite Quantity Contract, AID/otc-c-1628,
Work Order Mo. 7.)

(On file in NE/PD.)




ANIiEX D

This annex incorporates the follecwing work by referencs:

"AID Study Team Report for AID Project No. 279-0039 (PrcAg 77-7), Taiz Water
ard Sewerage Construction Project," prepared by Theodore 2. Carter, NE/GC;
Frederick J. Guymont, USAID/Cairo and James G. Casanos, USAID/Amman.

(On file in NE/PD,)
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AGENDA OF INITIAL MEETING

TAIZ WATER AND SEWERAGE PROJECT
January 27, 1981
1630 Hours
Introductions of Representatives/Participants
Opening Statement by NWSA (Director General)
Briefing on Project Scope and Program (NWSA)
Presentation on Status of Project Technical Issues
Underestimation of Construction Quantities
Schedule B - Buildings
Schedule C - Water Mains
Séwers
Water Tanks
Well Houses
Secondary Water System Installation (C-2)
. Expanded Distribution/Collection Systems
. Handling/Storage of Contract A Materials
Electric Transmission Poles (A-10)
. Additionel Pipe/Fittings
. Additional Materials (Contract A)
. Redesign Features
Water Storage Reservoirs
Service to Zone VI

Sewage Treatment Facilities

ANNEX E.1




Pacommend=d Redesign Items
Ssglzeor Zackfill snd Zziiing
1ilt-up RooTing

Blow=-0fr Station

ANNEX E.1

Electric Trersmission Mein (Sare'a Roed to Al-Haima)

Discussion/Questions from Firancing Agencies
Construction Supervision

. Stcaffing of Engineer

. Extension of Services
Summary of Project Costs

. Reductions

. Increases

Concluding Statements
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PARTICIFANTS
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ANNEX E.2

TAIZ WATER ANT SEWERAGE PROJECT

January 27 through Fetruary ., 1981

SAUDI FUND TOR DEVELOPMZNT
Tr. Anrmad Abtancmi
Mr. Cmer Awad Allam

ABU DHABT FUND FOR ARAB ECONOMIC DEVELOPMENT

Mr.

Mohamed Abdul Latif Ahmed

Dr. Rasoul Ahmed Istrabadi

UNITED STATES

AGENCY ¥OR INTERMNATIONAL DEVELCPMENT
Mr. Xobert Beckman, USAID Deputy Director

Mr. Lee Young, USAID Project Officer
Dr. Basharat Ali, USAID Loan Officer

HAZEN AND SAWYER ENGINEERS

Mr.
Mr.
‘L\h‘.
Mr,
Mr.

Richard Hazen, Chairman
Frank Coughlin, Vice President and Project Director
Robert Buchanan, Field Project Manager

Joan Coleman, Cost Enginzer
Richard Fahey, Design Zngineer

HANAB-STEVIN PIPELINES (MIDLLE EAST)
Mr. Horace Sutton, Project Manager

Mr. Theo Haagsma, Deputy Project Manager

STANLEY CONSULTANTS

Mr. Richard Lord, Vice President

GOVERNMENT OF YEMEN ARAB REPUBLIC*
Mr. Akil Al-Iryani
Mr. Abdul Fattah Al-Sheikh

NATICNAL WATER AND SEWERAGE AUTHORITY

Mr.
Mr.
Mr.
Mr.

Mohamed Alil Al-Fusail, Director General

Mohamed Abu Taleb, Deputy Director General
Abdul Rahman Saeed Nadji, Technical Manager
Muhsin Al-Haraibl, Project Engineer

Mr.
m.

* Not abl

Tom Bailey, Advisor (TMSI)
Bill Mabry, Advisor (TMSI)
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A1l of the avove participants attendad the meetings on January 27 and 28,
1931, Tns Saudi Tund rzprasentatives reiirned Saudi Arstis on January
The USAIZ =2nd Abu Charti Fund reprassrnativzs 1= Tor Taiz, with ths WSA
rzprss : or January 23 %o visit the projfsct site, and they rsturnzd
< uary 1 for a2 fing) mssting with YWEA on ths same zvaning,

3

i
did rot participats in evary activity during the confersnce
period. The representatives of Hazen and Sawyer, Hanab-Stevin, and Starley
Consultants were called in for presentatiorn and for gquestions and znswers
from time to time.
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The Taiz Water Supply and Sewerage Project is designed to meet the needs of a
muncipal population estimated to inerease from about 120,C00 today o more than

12C,20C in 133C, The rapid srowth of Taiz in recen* wv2ars is shown by tha

2 . - =3 8 ! i

LR 2 S o = ora $ T dnd - [>Tl 3 bnd o

number of building permits issusd eacn ysar in zxhivit 1, 277 iz 127D, 5<C
. - 7 - . .

in 1375, and almos= 17200 in 1320, If w2 assume 10 persons ver tuilding <hs

)

annual growth in population in reesnt ysars has reacnad 15,0C0.

This growth has raised the cost of the rroject ia several ways: by the need

for more water and sewerage facilities within the service areas:; by the
construction of cess pits in the streets to serve individual buildings; by

the construction of storm and sanitary sewers by the muncipality; installation
of under ground televhone and electrical cables; and by extensive street paving.
Not to be Drgotten is the greatly increased traffic on city streets which
seriously impedes construction.

The principal new water supply and sewerage facilities to be built and their
location are shown on Exhibit 2. Water supply improvements, augmenting the
Kennedy Water System completed in 1965, include a major ground water development
of 21 wells around Al Haima, a 25 km. long transmission main to the city,
reinforcement or the prineipal mains in the distribution systems, pumping
stations, water storage reservoirs, house services and other appurtenances.

Sewerage improvements include the installation of lateral sewers, trunk sewers,
house connections and an 8 km. outfall to the sewage treatment ponds. These
vonds will provide anaerobic and aercbic treatment and are expected to yield
and effluent suitable for irrigation of crops.

The ceonstruction contract with Hanab-Stevin Pipelines Ltd. (HSPL) was signed
or April 16, 1979. It required that construction be completed in 39 months

(or July 16, 1982), In May 1979, HSPL proposed to complete the work in 29
montns. YWSA approved tais schedule in 1980 but prescribed that "iIWSA shall
not ve responsible for any delays caused by: land acquisition; delivery of
materials and equipment; cnange orders; and re-design, due to the shortening
of the program." Excluding tne period of mobilization and access road con-
struction, construction started in September 1979. On this basis 47 percent

of the construction time (as defined by the contract) has elapsed. Considering
the HSPL schedule, 67 percent or the time has elapsed. Certified thru December
1980 are about $32,000,000 in interim payments to HSPL and other Contract A
suppliers. This is b5 percent of Hazen and Sawyer's current estimates of
construction and supply contracts.

The extent of the water service area was defined in the Hazen and Sawyer

(H&S) September 1977 design report and approved by NWSA. The limits are

shown in Exhibit 3. DNot all aeas within tnese limits were to be served by
this project and some extensions have been authorizel by NWSA, Those areas
authorized since the design report are shown by red stripes. Construction
work in green colored areas has been finished, and the contractor is currently
working in the pink shaded areas.
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As chown in Exhibit 4, limits of sewer services are much smaller *

vice limits principally in zcrder t2 z2void Tumping sewass from out
sian of sewer service from such arsas is a mat-ar of 2conomics,

arsas with few wldsly separatsd hcuses, o-r sur

intc the gravity syetam is expensive, n

ion but also in operatisn and maintanance, Until development ar

population warrant these ccsts, continued use of cess pits is prefarable.
A water system may be provided in areas without sewers because the relatively
low cost of small diameter water mains and adequate pressures in feeder mains
overcome the differences in elevation.

)
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Of tne necessary sewerage work the contractor has completed the areas colored
green, and is presently working in the pink shaded areas. The red striped
areas are ones authorized by NWSA subsequent to the Hazen and Sawyer Design
Report. The large yellow area in the center of the city already has lateral
and trunk sewers that can be connected to the new outfall sewer with gravity
flow. Construction of new sewers within this yellow area is expected to be
negligble.

The estimated cost of the Taiz Water Supply and Sewerage project has increased
drastically from the $l5,200,000 in the Montgomery feasibility report of 1975,

to the present estimate of approximately $100,000,000. Table 5, (Exhibit 5)
adapted from the "Sanitary Consulting Services, Taiz Water and Sewerage Project:
by Stanley Consultants, provides a history of estimates between 1975 and 1980.
The figures shown are taken directly from the Stanley report except for a few
items (*), where known costs were added to make the Stanley totals consistent

with other forecasts.

Project Cost Estimates detailed in Exhibit 5 range as follows:

September 1977 E&S Design Report $73,359,000
August 1977 USAID (Draft) 65,411,547
October 1978 H&S Construction Cost 92,995,730
April 1979 Contract Award 82,390,000
September 1980 H&S Revised Bill of Quantities 97,40k,359
October 1980 Stanley's Interpretation of Hanab-

Stevin Estimates 104,321,000
January 1981 HSPL Estimate Adjusted for Stanley

Consultants Current Project

Recommended Changes 104,467,557

Many reasons for the rising cost estimates may be cited:

1. Extension of water and sewer service to a greater populétion and to
additional neighborhoods within the seri¥ice area limits.

2. Unknown obstacles to the construction of sewers and water lines such
as cess pits bullt below the streets.
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3. Unexpactad
and *the siibseaqu
3nd sswers.

L, Ths dscision to have Hana-Szavins Tipelires Limited {ES7L) iastall the
secondary water system rather than have the Taiz branch of IIWSA install the
small viping and services with its own forces over the next few years.

5. Under estimation of quantities of rock excavation, special bedding materials,
cement, and reinforcement steel.

Both H&S and HSPL have recalculated project costs for this meeting incorporating
in the estimates many, but not all of the recomjendations in the Stanley report.
The costs are compared in Exhibit 6, and show H&S estimates of 99.8 million
dollars, and HSPL estimates of 109.5 million dollars. The contractor's estimate
for the supply and construction contracts inecludes 11.8 million dollars for
potential claims with a construction period ending December 1982. This total

is composed of 2.3 million for day works, 3.4 million for deeper trenches,

1.3 million for uneconomical working, 4 million for overhead losses and $320,000
for miscellaneous claims. Priced claims to date total 1.3 million dollars of
which about $200,000 have been allowed.

The impact of these increases with respect to each of the four funding agencies
is summarized below:

USAID Contribution

USAID has contributed $10 million to the project, inecluding $2,922,733
towards the purchase of equirment and material. USAID is also financing
engineering, well drilling, and training, estimated to cost $10.2 million
thru December 1982.

For the Contract B items financed by USAID, H&S has estimated a cost of
$4,069,584 and a shortfall of $1,146,851. The major causes of this shortfall
are $520,000 for changes in the well field. Tender documents were prepared
wior to test pumping the wells and major changes in design were necessary.

HSPL has estimated the total cost atagh,563,399 and the shortfall at $1,640,666.
Under both estimates the most significant differences, all »f which must be
negotiated, are electrical including pole line hardware (B-*), generator

(B-12) and switchgear (B-13).

Abu Dhabi Fund Contribution

Abu Dhabi has committed $9,241,627 to the project. $9,693,567 has been spent
through 1980. The committment is spread over 7 contracts related to water
supply. For these items H&S estimates a total cost of $13,436,116 and HSPL
$14,513,726. The shortfall under the H&S estimate will be $4,194,489,

and under the HSPL estimate $5,272, 099. The explanation for the H&S
shortfall may be stated as follows:
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1. The award for rrimary water mains (C-2) in April 1979 was $2,022,000 and
3 i commitiment was $1,124,23C, leaving a shorifall initia

2. Approximately 3500 meters of water mains were addsd to C-2 to serve
the Revolutionary Hospital area, the Sanas Rd. extension, extension of

the Wadi Seena service area, the Mokha Rd. extension, and to serve Zone VI
tank. The cost for water mains is estimated at $686,000,

3. Additional quantities of rock, epecial bedding, concrete encasement at
wadis and road paving amounting to $1,400,000,

L. Escalation for work performed after April 16, 1980 amounting to $607,000.

5. After award a decision was made to buy 10 percent more pipe and fittings
than was shown in the tender B/Q. This cost $356,000. When it became evident
2700 meters of 600 mm pipe would be surplus, it was decided to incorvorate
2500 meters of it in tne primary system in place of 500 and 400 mm pipe. This
raised installetion costs in C-2 by about $lO0,000.

Saudi Fund Contribution

The Saudi Fund has committed $20,833,798, of which $9,438,250 has been

spent for the 19 contracts covered, H&S has estimated a cost of $29,75h,095
and HSPL $41,089,017. The shortfall under the H&S estimate will be $8,920,297
and under the HSPL estimate $20,255,219. The H&S shortfall is accounted for
as follows:

1. A decision to have HSPL install the secondary water system (100 and 20
mm pipe) rather than the Taiz branch of NWSA. The tender documents did not
include trenching quantities or paving for this system. The increased cost
is $2,984,000.

2. Escalation, as provided in the contract of $2,855,000.

3. Uneven gound and the existing wide spread installation of water, sewer,
electrical and telephone facilities required deeper trenches for water and
sewer lines, more rock excavation, and specilal bedding material to protect
pipes. These costs are estimated at $2,765,000.

4. Additional 14,000 cubic meters of rock to be removed at the water storage
tank sites. Originally Zone 2 tanks were west of the present site. Before

the site was acquired, it was built on and the Zone 2 tanks were moved to their
present location. In any event there would have been a cost overrun because
tne allowance for rock was too small. The cost for tnis rock excavation is
$1,120,000.

5. An under estimation of cement and reinforeing steel amounting to $1,242,000.




Yemen Government Contribution

The Yemen Govarnment has comminted $2l,752,60h towards complsticn of the
construction phases of the project, of which £11,755,181 has been zpent
“hrough 1230, Tor thace itams H&S hasz estimated a total cost of 324,402,200,
and H3FL $30,451,5C6. The HZS estimated snortfall of 32,849,605 is accounted
for as follows:

1. Escalation of $1,91k,000.

2. The Yemen Government portion of Contracts C-4 and C-5 (discussed under
Saudi Fund Contribution) of $1,488,0C0.

There are also cost reductions in certain contracts such as C-12 where a
redesign saved $1,475,000 (before escalation).

In addition, the Yemen Government has made committments for land compensation,
right-of-ways and remedial work which are not considered in this discussion.
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EXHTBIT 6

CURRIHT FPROJETT GCOST ESTIMATES

Hazen and Sagwyer Hansb Stevin
Cost Tten F.stimate Fatimate
Water & Seng_-ago Construction Contracts . $71,862,00L F”’:”’ 3 86,703,601.2./
" Currency Fluctuationa 785,000 . 785,600
Con tir.agency 5 » 030,000 1/ <0~
Subtotal Contrsctor Associated Costs s77,§77,qoh- $ 87 1.88 601
Remedinl’ Work - 1,500,000 | 1,500, 000
Well Drilling 360,000 360,000
Engineiring '.9,'662;9‘56‘ - 9,662,956
Training 200, 000 . 200,000
~Land and n.o.f.?. 301,000 30L,000
. Al Heima Compensation ‘ 10,000,600 Al,O,(;JOO,OOO
.Total Project Cost $99ﬂ03‘}962 3109,515,557
wrezsenzan MR Ay

lbo 031033

1/ A cmt.:lngency hndwnnce of 7% of Contracts A, B, and d.

_2/ Tncludon $331,973 for handling Contract A materisls from. nminatod suppliers.
This" fee not ‘hmm ‘4n Donor Oontribuuon Tablqa. .
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CONTUIBUTION

Funds Spent Project Estimate Shortfall

CONTRACT Comenitbed Thra 1980 Hazen and Sawyer Hanab-Stavin Hazen and Sawyer lianabeStevin

B-1 Distribution System Pumps $ 113,119 $ -C- $ 149,084 $ 153,000 2 35,94 $ 39,181
p-2 Chlorinstion “quipm=nt 69,852 -0~ 26,510 35,000 (L3, 202 (3h, 852)
B-3 Water Meters 21, k67 -0- 26,229 28,000 L, 70? 6,€33
B-4  Hoisting Equipment 107,973 -0- 124,189 132,00¢ 10,707 21,027
B-5  HMiscellansous Tools & Equip, 30,934 b, 500 36,055 38,000 5,121 7,066
B-6 Sluice Nates 19,771 -0- 19,h00 32,000 {311) 12,229
R-7 Sewage Pond Liner 13,927 16,000 16,016 17,000 2,01 3,073
9-8  Pole Line Hardusre 970,€10 1,050,000 1,272,255 1,L46,000 m,ne hW77,h60
R-9 liylraulic Sewer Cleaner 2k, 890 -0- 26,633 31,000 3,135 6,102
A-10 Submersible Pumping Equipment 11,438 ~0- 13,154 14,000 1,716 2,562
g-11 Well Pumps 153,888 -0- 707,529 690,000 553,601 536,112
B-12 CGenerators 730,956 -0~ 83%,LL9 978,000 108,493 247,0L,
B-13 Switchgear and Motor Controls 65,338 0= 35,k23 96,000 {29,91%) 30,662
B-lh Tranasformers 135,102 ~0- 153,152 166,399 17,050 30,247
B-1S ETlectrical Substation Fquipment 24,797 -0- 28,517 31,000 3,720 6,203
B-13 Ventilstion Equipment 30,1452 8,000 36,897 32,000 6,hlS 8,ch6
B-17 Plup Valves 70,101 -0~ 80,616 86,000 10,515 15,0879
R-18 Preasurs Reducine Valves 47,116 51,000 17,377 73,000 2h,261 25,78
B-19 Communication System 129,229 12,000 148,613 - 169,000 19,38l 39,171
B~20 Valves 129,832 2,000 210,548 © 203,000 80,716 73,168
B-22 Altitude YValves 18,037 19,000 b1,338 29,00¢ 23,30 10,963
P~23 Pressure Gauges 2,966 -0~ k,609 9,00C 1,613 6,03,
TOTAL $2,922,733  $1,162,000 $1,,069,564 $h,515,399 $1,1h6,851 $1,592,666
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Al DHARL  FUND  COHITRTRUTTON

’ Funedls * Spent Project ¥atimntoe Sherefall

CONTRACT Comultted Thru 1980 flazen and Sawyer Hanal.-5 tavin Winzen and Gauyer finnal-S trvin

A-l Transmission Main Piping $3,222,27 33,387,269 $ 3,556,631 3 3,565,943 $ 33,259 ¢ 3h3,669
A-14 Well Field Piping 537,750 708,298 743,713 7!:5,11!; 205,963 210,36k
A=2 Water Dist, Cystem Piping 1,187,LL1 1,567,000 1,866,979 1,953,052 679,50 745,611
A-3 Valves . 143,104 208,000 3N2,3L9 312,349 169,215 159,245
c-0 Mobilization 821,850 822,000 821,842 839,568 (e 17,730
c-1 Well Field & Trans. Fasin 2,142,970 2,003,000 2,294,955 3,058,680 161,985 915,710
c-2 Water Distribution Systea 1,186,230 998,000 3,839,6L5 L,036,000 2,653,h15 2,819,770
TOTAL 89,211,621 39,693,561 $13,135,116 $1L,513,726 190,189 $5,272,099
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SAIDT  FUND  CONTHIRNTIOM
Funde Spent Project Fatimnte _alortfall
CONTHRACT Commi LLrd Thra 1900 Hirzen and Gawyer Prnah-5 Levin lazen_nud “hayar flanabi-Ctevin

A-2  vater Niet, System Plpiny $ 694,274 3 579,000 $ 605,009 $ 633,948 e (BN, en0y B(51,125)
A-li  8C sewer hln, 219 367,000 Lu6,730 lihh,730 6,500 5,2
A-5  PVC Sewer 317,600 510,250 524,751 68, 1M 20,003 Wb, 713
A-6  Cnmstings 16,213 142,000 156,213 156,213 0= )
A-7 Cfemont 670,122 hs5,000 1,559,200 1,559,284 4013, 20,7 auy, o0
A-f  Deinfareing Stasl 292,013 3%,000 651,272 651,772 30y, 24y 19,257
A-11 ‘oM Head Sewage Line Pipe "1,699,h20 1,(xX,000 1,802,730 1,002,730 103, 11 13,317
A-12 Motor Uehicles 2Mm, 376 199,000 207,376 207,376 —0- i
A=l Yater lietera 201,747 192,000 201,747 20, Th? i) -
A-15 Equipment 26,837 20,000 26,837 26,037 -0~ -N-
C-2 ‘fater Nist, System 1,324,191 940,000 4,787,500 5,522,000 3,163,309 14,197,%09
C-=3 Large (iravity Seuers 1,658,927 714,000 1,072,630 1,563,900 (sbun,297) (94,007
€-h Small Gravity Sewers 1,285,765 1,167,000 3,778,207 5,861,639 2,hge, 500 k,575,91h
C-5 Sewer H.use "onnections 1,151,236 13,000 2,150,825 3,52L,951 1,013,500 2,373,113
¢-6 Low Yead Scwage Line 9,102 13,m0 617,371 616,799 203, 24% 202,59
C-7 Storsge Tanks h,lL92,052 1,099,000 6,453,112 8,757,000 1,701,060 li, 261,90
~ Public Tollets 1,858,512 1\,,000 1,140,027 1,830,8L0 (L1f, LAY (27,672)
3-12 Sewage Trestment 3,705,112 1,066,000 2,971,390 3,706,320 (73y,812) 11,29
£-12 Subsurfece Ixploration 250,060 280, 000 281,063 358,720 30, 113 104,6K0
TOTAL 320,833,798  39,h34,250 $29,75k,095 338,196,767 18,920,297 $17,362,959
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A=l
A-1lA
A-h

A=b
4-10
A-11
B-0
B-1k
3-21
p=2L
B-25
B-2b
B-27
B-26
c-0
c-1
c-3
c-h
c-5
c-5

c-9

c-10
c-12
c-13

CONTRACT

Transmission Main-

Yell Field Piping
Asbestos Cement Jewer Plping
PVC Hewer Piping
Castings

Flectrical Poles

Low Head Sevace Line Piping
Mobilization
Tranaformers

Qenerator Butldings

Puap Stations
Chlorination Stetion
Zlectrical Pole Lirne
Electrical Installstion
Hechani~al Installatlion
Mobilization .
Well Field & Trans, Main
Large Sewers

Collector Sewera

Seuwer Housea Connections
Low Head Sewage Line

"Public Toilets

Well Pump Housea
Sevage Trestment
Subsurface Exploration

TOTAL

YIFH OOVERNMFNT CORTIIVUTI]

Funds Spent Project Vstimats Shortfal)
fommitied ‘Thru 1940 Hazen snd Sawyer Hanab-Stevin  Wazen and Sawyer  finnab-Glevin
$ 115,53 $ 152,907 $ 150,63 $ 161,057 $ 15,101 T 15,522
51,672 68,060 7,463 171,886 19,791 20,214
237,036 200, 385 240,528 240,528 2,492 3,92
171,062 274,719 205,249 369,579 114,107 198,537
85,192 77,000 85,192 85,192 0 0
181,628 0 398,700 3tg,700 20),072 204,072
L2, 855 375,000 450,602 150,662 25,827 26,827
2,015,988 2,016,000 2,015,988 2,015,988 0 0
1,287,089 ) o 1,418,328 1,573,601 161,239 285,512
381,700 32¢,000 669,506 627,000 287,806 2h5,300
1,312,660 478,000 1,675,274 1,754,000 362,61 hhs, 310
157,146 192,000 311,806 331,000 15,660 173,854
2,518,157 0 2,291,740 2,920,000 (286,717) 149,543
1,085,143 0 1,202,495 1,612,000 117,352 500,057
1,259,804 o 1,361,973 1,966,000 102,189 700,196
5,553,60L 5,553,000 5,553,495 5,673,412 (109) 119,008
273,L66 256,000 292,861 390, 320 19,295 116,85)
893,269 385,000 576,h94 " 812,100 (316,775) (51,169)
692,316 628,000 2,03h,163 3,156,301 1,342,117 2,163,955
619,897 159,0C0 . 1,165,67h 1,898,049 sL, 777 1,278,152
98,256 3,000 151,343 150,201 6,087 56,945
586,899 1h,000 L5k, 76 . 578,160 (132,153) (8,739)
407,892 193,000 663,151 528,000 275,59 120,100
1,170,035 336,000 938,305 1,195,600 (231,730) 25,505
78,973 89,000 088,751 113,200 9,764 W, 307
321,752,604 311,708,181 $21,602,209 $29,110,736 $2,8L9,0605 57,348,132

NSNS R NSRS N AN GN SRR N AR N ANPAC T A A AN RN NS S RSN LRSI ARNAGASREr Y NRApp USRARLLorasE T AR

ANNEZ E.3: Page 10

€3 XINNY

m



USAID MINUTES
OF
DONORS CONFERENCE
TO REVIEW THE

TAIZ WATER AND SEWERAGE PROJECT

January 27 through February 1, 1981

HIICREH

ROAGE fir
et fand RO TR TR
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The following paragraphs record the proceedings of the conference in chrono-

logical order.

(2]
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MEETING OF JANUARY 27
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project to the citizens of

(1111

4
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43
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vr. Al-Huraivi presanted an overvisw of ths project; including its aistory,
purposz and current status.

dr. Coughlin briefed the donors of cost overruns, and diffsrences in Hazen
and Sawyer and Hanab-Stevin estimates of costs to finish the project.
Hazen and Sawyer's current estimate of project cost is $77.6 million,
which is approximatsly $13.0 million more than the April 1379 contract
award. Hanab-Stevin's current current estimate, however, is nearly $10.0
million more than Hazen and Sawyer's estimate. Thus Hazen and Sawyer
estimates a shortfall of $1.14 million in the USAID contribution toward
equipment procurement, $8.92 million to Saudi Fund contribution, $4.19
million in Abu Dhabi fund contribution, and $2.8L4 million in Yemen Govern-
ment contribution. However, Hanab-Stevin estimates these shortfalls to be
$1.59, $5.27, $17.26, and $7.35 million, respectively, for each of the
funding agencies.

Mr. Coughlir attributed the cost overruns principally to underestimation
of quantities by Hazen and Sawyer (particularly in the area of rock exca-
vation), population growth, and some additions to project work within the
"project boundary." He further stated that 47 percent of the job has been
completed by the contractor. The contractor's original completion period
was 39 months with expected completion date of July 16, 1982. The contrac-
tor later submitted a 29-month construction program to which NWSA responded
by outlining conditions urnder which this accelerated program of construc-
tion would be acceptable.

Mr. Al-Fusail elaborated that NWSA decided to add water lines within the
project area as a result of pressure from the public and the Governor of
Taiz. NWSA, however, successfully resisted public demand for adding water
lines in areas outside of project boundaries. Within the project boundaries,
NWSA officials agreed to add water lines in areas where citizens have moved
in; particularly in areas along the wain roads.

In response to a question from the Adu Dhabi Fund (ADF), Mr. Coughlin
agreed that the problem of underestimation of quantities was partially
associated with Hazen and Sawyer's reliance on the usage of someone else's
data (Montgomery Report of September 1975) in the design of the project.
The consultant, however, conducted further studies during the design.

In response to another ADF question, Mr. Coughlin stated that NWSA should
negotiate reasonable unit prices with the contractor whenever the quanti-
ties exceed 115 percent. In case the contractor refuses to negotiate, the
owner (through its consultant) can issue a unilateral change order at a
set price. The contractor either accepts the unit price quoted or takes
the disputed item to arbitration.
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The participants discussed air testing and water testing as pipeline é—lg

testing procedures. They felt that both were acceptable procsiures.
In the city, they expressed interest in air testing crior to back-
watzr testing later., In the cass of the main line
e ot -

Lz
o3 contrace

ct

The UEATD r=presentative, Mr, Deckman, raissd the issue of continuing
absence of HIPL expatriate supervisory staff from construction sites.
The consultant resporded that this has happened several times. The
consuitant has brought this situation to the contractor's and NWSA's
attention. HSPL, however, has continued to deny that this situation
ever occurred and continued to do so evan after the consultant took
the resident engineer of NWSA to various sites to witness the absence
of HSPL supervisory staff (for further discussion on the subject, see
para 15 below).

Mr. Al-Huraibi, after the departure of the consultant from the meeting,
discussed the adequacy of staffing of the consultant construction super-
vision team in the field. In early stages, the team was weak both in
numcers and quality. The situation has since improved slightly. The
consultant's field staff lacks authority and consequently refers even
very basic questions to its home office in New York. Mr. Young, of
USAID, emphasized the need for the addition of professional engineer-
ing capability to the field staff. Mr. AL-Fusail suggested that the
consultant should ask the contractor to submit a monthly construction
program and approve what he can effectively supervise. There was
general consensus among the participants for the need to make these
improvements.

The meeting was adjourned end the participants agreed to meet on the
following dey, January 28, 1281, with contractors' representatives in
attendance,

MEETING OF JANUARY 28

Mr. Al-Huraibi opened the meeting by asking Mr. Sutton to justify the
contractor's project cost estimates. Mr, Sutton responded that out of
the $10.0 million difference in the two estimates, only $3.1 million

is in the construction cost and the balance is reflected in higher and
lower rates of contingency used by the ‘contractor and the consultant.

Of the $3.1 million difference in construction cost, $1.6 million is in
contract Item C-7 (more rock excavation, crane usage and less reduction
in concrete quantities than estimated by the consultant), and the balance
is spreadover 49 items. The consultant and the contractor basically
agreed with each other on factors contributing to two significantly dif-
ferent project cost estimates. The contractor attributed the $6.8 mil-
lion contingency difference to (a) the extra anticipated cost of rock
excavation ($2.5 million), (b) the claims for overhead losses because

of delay in moving the work as fast as the contractor expected ($2.0
million), and (c) anticipated extra day work ($2.3 million). It appears
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that the estimate for overhead loss is based on HSPL assumption that it
is working on agreed 29-month schedule which NWSA contends it has not
accaptad,

At the reagusst of MWSA, Mr, Cougnlin made trief comments on various
items 1istzd undsr item 5o, B of the 27 January agsnia as Jollows

(as r=cord=d by TMSI - see Annex ).

a. Secondary water system: The original tender documents d4id not
include trenching, vackfilling, select backfill material, and
pavement restoration. These items caused the major cost increases.

b. Expanded distribution system: The requests from local officials
and higher government authorities put NWSA in a position of having
to extend services.

¢. Handling of Contract A materials: The contractor was not originally
expected to handle Contract A materials not purchased by him. Now,
he will not handle the materials without payment.

d. Additional pipe/fittings: The increases are due to the changed
conditions in the city with more building and more construction
interference.

e. Electric transmission poles (A-10): The successful bidder (Al-Mutahar)
has never been able to provide the required 14 metre concrete poles.
Therefore, much effort and time was lost to find a solution. The solu-
tion at this time seems to be fabricated steel poles.

f. Additional Contract A materials: Primary cause for the increase was
a purchase order for 10 percent more materials requested by NWSA.
Also, some fittings were not included in the original tenders.

g. Water storage reservoirs: Zones II and III tanks were affected by a
house on the site (Zone II) and by large quantities of rock (Zone III)
that was shifted because of the house. At Zone III there are three
alternatives to the large cost of rock excavation: (1) pay contractor's
price, (2) negotiate and set a fair price with contractor, and (3) re-
tender the rock excavation.

h. Service to Zone VI: Mr. Coughlin explained why the hydropneumatic
system was used to replace the original tank concept.

i. Sewage treatment facilities: Extensive soils testing showed that a
redesign of the ponds was in order. The redesign will effect a cost
savings from the original tenders.

Je. Select backfill and begging: The consultant is evaluating all areas
where savings can be realized by changing contract specifications
while insuring complete protection for the pipelines.
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k. Built-up roofing: The contractor is evaluating the changes and
preparing cost estimates for the new approach as rzcommendsd in
ths Stanlsy rscort.

oYY

1. EBlow off station: o changes from the original d=si

n
. e

au

ctric tranamiszsion main (Sanaa road to Al-Haira): Construction
this line will be postoponad until YGEC is capable of oroviding
service.

n. Mr. Coughlin summarized briefly the consultant's position on the
status of the other redesign features included in Stantly Consultants'
report as recommendations on cost savings.

The discussion then reverted back to the issue of cost overruns. The ADF
representative asked Mr. Coughlin to explain the cost overruns of $17.00
million over tender amount. Mr. Coughlin responded tnat $6.0 million over-
run is in price escalation provided for in the contract, $4.00 million is
due to NWSA's decision to have the contractor install the secondary water
system (instead of NWSA Taiz branch as originally planned), a little over
$1.0 million is the result of change orders and the valance ($6 millior)
is in the underestimation of quantities (particularly rock excavation) by
the consultant. On rock excavation, Mr. Coughlin recommended that NWSA
will realize substantial saving if additional rock excavation is rebid.
The contractor's unit price is $214 while the consultant considers a unit
price of approximately $80 as very reasonable. On underestimation of
quantities: Mr. Coughlin stated that NWSA had accepted the Montgomery
report which served as the basis of the consultant's estimates, and that
NWSA was unwilling to fund another feasibility study. Consequently, the
consultant did not have the proper juantities at the time of tendering.
Mr. Coughlin then agreed with NWSA that had it known the quantities, NWSA
would have been able to negotiate the unit price substantially downward.

The participants then tocused on the staffing of Hazen and Sawyer. The
ADF representative asked Mr. Coughlin to describe the staffing of the
consultant as it relates to the construction sites and number of work
crews involved. Mr, Coughlin responded that there are 13 expatriates on
the Hazen and Sawyer team (four of them are professional engineers) and
that he plans to add three more (waiting NWSA approvel) in addition to
nine Yemenis involved in supervising construction. The contractor has
51 expatriates on its staff and approximately 21 crews are involved in
construction, Fourteen of the 21 crews are pipeline gangs and the civil
work is being done by the Indian work force. The ADF representative
felt that the consultant's staff was widely distributed to which

Mr. Coughlin countered that it 1s not necessary to have an inspector

on every construction site, Mr. Coughlin then commented on the con-
tractor's supervisory staff by stating that HSPL has six expatriates

and at time 2 to 3) supervising the work on pipelines. This has been
evidenced by NWSA representative but the contractor insists that the
consultant is wrong. When asked about the possibility of directing the
contractor to reduce the number of crews working on the pipeline,

Mr. Coughlin stated the answer is for NWSA to put pressure on HSPL
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to increase supervision and deny payment to the contractor on work at

a site from which HSPL supervision is absent. The ADF representative
recommended that the consultant should deny paymert for work dore without
supervision ty ths conirzctor to which othsr Jorors, XWSA, and thn2 con-

On HEPL's crogossd chang: in the comstruction pariad from 33 (pariszd iz
tenier documsnis) to 23 montas, »r. Coughlin statszi that 1WSA wrots 2
letter to the contractor outlining conditions to which he has not

responded and, therefore, the consultant presumes the acceptance of
NWSA's conditions oy HSPL.

On testing of the pipelines, Mr. Coughlin reiterated that HSPL plans

air testing first and water testing later. A NWSA representative asked
the consultant to water test the pipelines before backfilling. Should
excavation be needed again (if the lines are tested and leaks are found
after backfilling), NWSA will be severally criticized by the public, the
NWSA representative added. Mr. Coughlin pointed out the advantage of run-
ning a water test after the settlement of the backfill in mostly rocky
Taiz.

Upon departure of the consultant from the conference room, the donors
listened to Mr. Lord (Stanley Consultants) who covered the elements of
the Stanley report pertaining to Hazen and Sawyer., He recommended a
correct mix of people on the staff of Hazen and Sawyer, delegation of
authority from the home office to the field, increase in the field staff,
and a set of appropriate procedures to improve the performance of NWSA's
consultant.

The dornors then focused on the question of retention of the consultant
and the extension of his contract which runs out the end of February 1981.
After a brief discussion, the donors and NWSA officials concluded that
Hazen and Sawyer should be retained and their contract be extended. The
participants strongly felt that the consultant should restructure its
field staff, appoint a knowledgeable (particularly of the design) and
aggressive negotiator as its manager, and delegate more authority to
personnel in the field.

NWSA then asked the funding agencies to give an indication of the ad-
ditional financial support they could provide. The ADF representative
stated that their delegation will make their recommendations to the
Fund, and that the decision will be made by the ADF head office. The
Saudi Fund representative asked NWSA to negotiate with the contractor,
define the final cost, and notify the Fund. The Fund would then con-
sult with NWSA and make a decision. The USAID representative, on
behalf of the U.S. Government, expressed tentative willingness to
contribute up to $5.0 million for the extension of consultant's serv-
ices and for the cost of commodities, details of which will be worked
out with NWSA. He further stated that this project is important for
the people of Yemen, and expressed his hope that, after their review,
the Abu Dhabi and the Saudi Fund would support the project. He also
stated that he was very pleased with the donors' decision to continue
with Hazen and Sawyer and expressed his confidence that Hazen and
Sawyer will do a good job to protect its reputation. He asked NWSA
to bargain hard with the consultant and negotiate a good contract.
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Mr. Al-Fusail, Director General of NWSA, made the concluding remarks

of the January 29 meeting. H2 stated that potable water was number

on2 priority of his country, and as evsryone krows, Yemen is a verys
v r

TO2r 20untyy A 1ot of monsyr has alreads Tesn 2gant o4 4he frofact,

H2 urg2d the delszatas to ne2lp 2WSA and ths p=2opls of (:msn Ty racom-
mending 10 th2ir zovsrnments to Tinanaz ths overris Without aidi-

tiosnal support, th: project will oot progrsss, he conciuded.

SITE VISIT - JANUARY 29 THROUGH 31

The ADF and USAID representatives made site visit to Taiz following full
'sessions of conference of January 27 - 28. The SF representative, who left
on January, empowered the ADF to investigate for them and report back its
findings to the SF.

n

MEETING OF FEBRUARY 1

The USAID and ADF representatives stated that HSPL seems well organized.
The contractor had complained that NWSA has not paid $8.0 million due

to him and does not know what is holding up the payment. NWSA is generally
tardy in making payments. The consultant's field staff lacks authority

and there is no one on the project site to represent NWSA. The contractor
further stated to the visitors that he was 2 months behind schedule be-

.cause of delays in drawing changes, increase in quantities, and time-

consumming process of seeking approval on variation orders. The contractor
claimed NWSA's consultant does not have the authority to approve a varia-
tion order.

The NWSA recresentatives responded that the consultant's authority to
approve variation orders was withdrawn because (a) change orders required
additional money, (o) various change orders were approved by the consul-
tant without the knowledge of NWSA, and (c) at times the consultant recom-
mended the approval of variation orders without having the contractor's
price. The consultant, however, has the authority to approve change
orders which involve no extra cost.

The ADF representative identified lack of communication among the owner,
the consultant, and the contractor, and the lack of delegation of
authority by. the principals, including NWSA, to their respective staff,

as major problems confronting the project. He also emphasized the neces-
sity of building the consultant's confidence. He cautioned NWSA not to
publicly criticize its consultant. The contractor is trying to create a
wedge between the owner and the consultant. The evaluation of Hazen and
Sawyer's work by Stanley Consultants was a serious mistake insofar as it
hurts the confidence of Hazen and Sawyer, the ADF representative observed.
One NWSA representative agreed with the ADF representative on the need for
NWSA's representative to be on the project site and that lack of communi-
cation exists among three parties while another one disagreed that NWSA
had not delegated enough authority to its staff.
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Mr. Al-Fusail stated that NWSA will negotiate with the consultant in
good faith, give more authoritj, cooperate with the consultant,
refrain from any public criticism and work tOWﬁra bu’ldlnﬁ the
tnz consltant, In reoly to tns 2
ing the hiring of Stanley, USAID rspress
whereas Stanlsy's involvemsnt zight hnava aurt
den the action was necessary to give NWSA a
ba_ls for judgments concerning the progress of work and analysis of the
problsms, and appropriaete future course of action as background to the
Donors Conference.

i
— -

The ADF representative then shared with the participants Hazen and Saw-
yer's expressed willingness to make personnel changes as desired. He
further urged NWSA to negotiate a contract extension with a ceiling and
at a reduced rate of fixed fees to which all participants agreed, With
this, the Donors Conference concluded its final meeting.
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AT 1430 AT SANA'A YAR
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D.G. opened meeting with brief statement of iImportance of project
to citizens of Tziz.

t ovsrvisw and brisf statzment
i

O ;-2
vy

Mr. Frank Coughlin, H&S, Project Lirector presented discussion on
project (copy attached).

Questions:

a. Was HSPL 2%-month program of construction approved?
Answer: It was approved with conditions but was not to change
the basic tender document proposed program.

b. When was data collection period begun?
Answer: It started in 1975 with Montgomery Report and further
studies were done by H&S in 1976 and 1977.

¢, According tc the contract conditions can the owner impose on
the Contractor the Engineer's estimated prices?

Answer: The changss to the contract documents beyond the 115 per-
cent must be negotiated to arrive at a fair and equitable
price. If the Contractor is not willing to negotiate a
reasonable price for such work then the owner (Engineer)
can issue a unilateral change order with a set price and
the Contractor must perform the work. The Contractor can
then zo to arbitration if he does not agree with the price.

d. Why were more lines added to the project service area beyond
those shown in the tender documents? Why were these not included
in the tenders?

Answer: The pressure for additional lines came from the local citi-

zens and the Governor, and higher Governmental authorities.
Demands were also made for service outside the project
boundaries., This was resisted successfully by NWSA. It
was stated that the Engineer would present his explana-
tion on the second question during the meeting on
Wednesday, 28 January.

e, The issue of pipeline testing procedures was raised and different
opinions were expressed. The use of alr testing and water test-
ing are both common procedures accepted on such construction
projects. This will be.further discussed with the Engineer.

f. The question of the deficiencies in expatriate supervision by
the Contractor was discussed. The Engineer has directed cor-
rections to the Contractor and has requested owner assistance in
resolving the problem.
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Meeting's adjourned session was set for Wed. 28 Jan 81 at 3 PM with
funding agencies, NWSA, HE&S, HSPL. Donors will be observers at
this meeting.
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Trip to Taiz will be Friday and Saturday.

The proposed program (attached) recommended by NWSA for the visiting
delegations was presented and discussed. Changes were to be made
due to travel schedules.

Reconvened Session of Meeting 28 Jan. 81
at 1500 at Sana'a YAR

Attendees: same representatives present as in meeting on 27 January
with the addition of representatives of Hanab-Stevin: Mr. W. Sutton
and Mr. Theo Haagsma.

Mr. Al-Fusail, Director General and Mr. Muhsin Al-Hureibi, Taiz
Resident Engineer welcomed everyone and thanked the representestives
for attending. The meeting agenda was set as follows:

a. Presentation by Hanab-Stevin, Mr. Sutton

b, Discussion with Hazen and Sawyer, Enrgineer

¢. Discussion with financingz agencies

Mr, Sutton explained how Hanab-Stevin developed their estimates of

project costs. The total cost includes the potential for all types
of claims that the Contractor might submit. The estimated cost for

the construction contracts (approximately $73.2 million) is considered

a very realistic figure. The estimate for claims (contingencies) is
less firm and includes more flexibility relative to projection.

a. Question was asked regarding the meaning of the cost difference
of $3.1 million between “&S and HSPL.
Answer: $1.6 million is in C-7 and the other $1.5 million is spread
over L9 items.

b. Question was asked why the $1.6 million difference exists in
tank construction.
Answer: 1. Rock excavation, 2, crane rental, and 3. less reduc-
tion in concrete quantities than estimated by Engineer.
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Hazen and Sawyer's response to the difference of $3.1 million was:

1. Handling in Contract A materials 2 +320,000
z. Cozt >f rock excavation =1,322,000
2. Zemainder of Contract C - z22,300
Z. UBAID Firsncsd B + 222,000
>, Remairdsr of 3 +1,3000,200
©. PVC fittlngs + 300,200

Discussion with Hazan and Sawyer, Mr, Frank Coughlin, referred bvack to
the agenda of 27 January 81. Mr. Coughlin further explained specific
items questioned:

2.

Secondary water system - the original tender documents did not
include trenching, backfilling, select backfill material and
pavement restoration. These ltems caused the principal cost
increase,

Expanded distribution system - The requests from local officials
and higher executives in government put NWSA in a position where
services were to be provided.

Handling of Contract A materials - The Contractor was not origi-
nally expected to handle Contract A materials-not purchased by
him. He would not handle the materials without payment.

Electric trarsmission poles (A-10) - The successful bidder
(Al-Mutahar) has never been able to provide the required 1k
metar concrete poles. Therefore, much effort and time was lost
to find a solution. The solution at this time seems to be fabri-
cated stesel poles.

Additional pipe/fittings - The increases are due principally to
the changed conditions in the city with more building and more
construction interference.

Additional Contract A materials - Primary cause for increase was
purchase order for 10 percent more materials requested by NWSA.
Also, some fittings were not in:luded in the original tenders.

Water storage reservoirs - Zone II and IIT tanks were affected
by a house on the site (Zone II) and by large quantities of rock
(Zone III) that was shifted due to the house. At Zone III there
are three alternatives to the large cost of rock excavation:

(1) pay contractors price, (2) negotiate and set a fair price
with contractor, and (3) retender the rock excavation.

Service to Zone VI - Mr. Coughlin explained why the hydropneu-
matic system was used to replace the original tank concept.
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i. Sewage treatment facilities - Zxtensive soils testing showed that
a redesign of the ponds was in order. The redesizn will allow a

gavings In cost from the origiral tendsrs.

e S2lect tacxf{ill and bedding - The erginssr s svaluating all arzas
whers savings can ©2 realized by changing contract spscifizations
whiles ensuring complete protection for th:s pipelirnes,

XK. Built-up roofing - The contractor is evaluating the changes and
preparing cost estimates for the new approach as recommended in
the Stanley report.

l. Blow-oIf station - No changes from the original design.

m. Electric transmission main (Sana'a Road to Al-Haima) - this line
will be postponed until YGEC is capable of providing service.

n. Mr. Coughlin summarized briefly the 2=ngineers position and the
status of the other redesign features included in Stanley Consul-
tants report as recommendations on cost savings.

The following questions were asked by the Funding agency representatives:

a. Mr. Coughlin was asked to explain the $17 million difference in the

tender price and the present cost estimates,

Answer: About $6 million of the price is due to escalation; $4 million
of the price is due to the decision to have the contractor
complete the secondary water system (C-2); $1 million results
from change orders and the remainder is due to the increased
juantities resulting from low estimates in the tender documents.
Note: The Funding Agencies were each harded a copy of the
enzgineers 3=ptember 1220 revised Bill of Quantities. These
guantities are presently being used in making project cost
projections as presented in this meeting.

b. Question was asked as to the engineer's present staffing.

Answer: Presently there are 13 expatriate employees in Taiz and 3
more have been rejuested for NWSA approval. There are 4 regis-
tered professional engineers on the staff including Mr. Col~man.

¢. Question on the ratio of staffing by the enginver and the contractor?

Answer: ‘fhe contractor has about 50 expatriate staff in Taiz and has 12
to 14 pipeline gangs and about 8 to 10 other gangs working on
the project.

d. What is the status of the contractors construction program relative

to the contract program of 36 months?

Answer: The contractor submitted a proposal for a 25-month schedule of
construction. NWSA responded to that proposal with a letter
setting out certain conditions for early completion. The con-
tractor has not responded to NWSA's letter, so presumably he
has accepted the conditions.
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The engine.r was asked to comment on the contractor's supervision.

Answer: HSPL has 6 people to potentially supervise the work. The

contractor has not responded to the engineer's directivss to
correct the situation. Consuitant will inform cortrachtor
zali

thzt work performzd witnout supsrvision will notT b=
tscause it will not be irspectzd for aperoval,

Construction Supervision oy Hazen and Sawyer.

a.

Mr, Al-Huraibi explained the present contract situation with respect
to the engineer's services.

Mr. Richard Lord from Stanley Consultants presented a summary of
Stanley's report elements related to the type and number of staff
memoers on H&S's field staff., Also, he briefly stated the issues
presented in the report on the function and technigues that should
be used by the engineer,

The Financing agencies representatives and NWSA concluded that a
contract for the duration of the project should signed with Hazen
and Sawyer. However, certain specific condition and improvements
on staffing level and type must considered; these conditions will
be finalized on basis of Dr. Rasoul (ADFAED) findings after his
visit to Taiz.

Concluding statements.

a.

The representatives from the Abu Dhabi Fund expressed their interest
to support NWSA and stated that any recommendations would have to be
considered by their management before decisions could be made rela-
tive to additional funding.

The Saudi Fund representative expressed his position that NWSA
should continue to negotiate with the contractor to define the
final costs and then notify the Saudi Fund on the results. At that
time the Fund would be in contact with NWSA.

The USAID representative expressed in behalf of the United States
Government their willingness to contribute up to $5 million more
for additional engineering services, as well as increase the AID
contribution toward the construction shortfall.

Mr. Al-Fusail closed the meeting by stating the importance of this
project to Yemen and to the citizens of Taiz. He asked for early
consideration by the funding agencies to assist in eliminating the
shortfall for all construction contracts including ‘the Yemen
Government portion.
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when representatives of the Donor Agencies met in Sanaa,
beginning Januarv 27, 1981, Hazen and Sawyer and Hanab-
Stevin Pipelines (M.F F,) 1td. presented cost information

that indicated comparable estimates of contractnr related
cnsts and differed in allnwances for contingercies/contractor

claims, For example in Januarv 1981 the estimates were:
E&S HSPL

Contractnr related cnsts

orn Contracts A, B & C

including 2isputed items

whose prices were still

subject t~ negntia-

tion, 271,862,004 $ 74,883,601

Contirgency allowance

by H&S and potential

claims by HSPL. 5,030,000 11,820,000

Other cnsts* 22,811,956 22,811,956

Total Project Costs goo0,703%,0960  £109,51<,557
EEEICERREER BEEETTEEREER

In the above table, tre term disputed items is used tn indicate
situations where HES arA HSPI disagree on the value of a deduc-
tion or ar addition tr tbe crrtract but exprect to regntiate

the differerces, The term pontertial claim is used to irdicate

a request fnr payment bv ESFL that H8S thinks has nn validity.

*Currercy Tluctvation, “emedial Work, Well Drillineg, Fngireering,
Training, Ianr? ard Right=-Nf-Way, ard Al Haima Compensaticn,
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éubsequent to the Drnor's meetinz, NWSA instructed Hager ar-
Sawyer to review Contracts A, B 2 C in detalil with ESPIL anrd
to do the following: i

1. Bring up-to-date the quantities in the Bill of Quar~i*ies
last revised in September 1988 and nbtain agreement wit?
HSFL on these gquantities.

2. Negotiate withr HSPL onr disputed'prices and identify
where negntiations might still be successful (Dispu“ed
Items))and wrere ESPL might file a claim (Potential
Claims).

3. Develop a new project cost estimate as a result of 1.
and 2,

Fepresentatives of H&S and HSPL have met frequently since and
their efforts have resulted in the following:

1., A revised Bill of Quantities which is presented as a
bound 184 page book with a Royal Volker Stevin cover
sheet. H&S and HSPL agree on the quantities in all
three contracts,

2. Agreement on the prices in Contract A - International
Bulk Supplye.

3. Agreement on 2% of the 28 contracts in Contract 4 =
Mechanical/Flectrical Installation and Related Civil
Works, Agreement was reached on all USAID financed
contracts,

4, Agreement on a substantial number of unit prices recessary
for evaluation of contracts in Contract C - Pipeline and
General Construction., (See Appendix A)

5e Preparation of a cost estimate by H8S witl notations
by HSPL where HSPL disagrees with prices or believes
trhere is a potentia) claim., This estimate is the pr~duc:
‘'of a rigorous aralysis of all contract conditions,

6. Identification of sever disputed items in Contract B
that car be negntiated further, (See Avpendix E). The
total value of the differences between the H&S and HSPL
estimates is 81,220,741,
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T. Identification of seven disputed items in Contract c
that can be negotiated further. (See Appendix C). The
total value of the differences between the H&S and HSPL
estimates is 82,125,202,

8. Presertation by HSPL of five potertial claims (tn*aling
$14,216,265). In addition H&S has reclassified five
disputed items as claims (value $3%,282,230). (See
Apperdix D).

Using the revised Bill of Quantities (March 1981 issue) the
project estimates compare as follows:

H&S HSPL

Contractor related costs
on Contracts A, B8 C
including items whose
.prices are still subject
to negotiation, $72,202,342% § 76,455,285%
Contingency allowance by
H&S and potential claims
by HSPL. 6,000,000 17,498,495
Other project costa** 22,735,360 22,735,360
Total Project Cost $100,937,702 $116,689,140

t £ ¢t ¢t ¢ ¢+ £ F £ & ¢ ;& ] ¢ ¢+ 1 £ £ ¢t 3 1 £ 3 1

Details on the Project Cost estimates are presented in Table 1,
The allowance for contingencies in the H&S estimate has been
increased from $5,030,0C0 in the January 1981 Donors' Feport

t~ 36,000,000, This allowance is judged to be adequate to
cover negotiated settlements of presently disputed items anA
unforseen constructior prcblems that may arise in the future.
The contingency is not intended to cover the claims listed in
Appendix D because we feel that they are without merit. Some
interest charges may be incurred in the future and, potentially,
trere may be legitimate dayworks items, These charges can be
covered by the corntingency allowance.

F Includes funds for House Service Connections, H&S estimates
the cost for 3,000 connections at $1,000,000 if the Taiz
Branch of NWSA installs them anAd HSPL eetimates #1,907,000
if HSFL does the installation,

##Currency Fluctuation, Interest through January 19681, Feme-dial
work, Well Drilling, *ngineering, Training, Iand and Rigrt-
c’-way, and Al Raima Compensation.




ot F- 4

The costs for the individual supply and construction contracts
were distributed among the Donors using the same criteria as

in the January 1981 Donors' meeting (Appendix F-1), 1In
addition, costs such as Currency Fluctuation, Interest due

thru January 1981, HSFL Claims and Contengency Allowance ty

H&S were distributed among the donors using the criteria of
Appendix E-2. Costs for Remedial Work, land and Right-of-way
and Al Haima Compensation were charged to the Yemen Government.
Well Trilling, Fngineering and Training were charged to USAID.

Details of the cost allocations between the donors are presented
in Tables 2 thru 5 and are summarised below:

Government Abu Thabi
of Yemen U.S.A.I.D. Ssudi Pund Pund

Punds Committed 833,556,604 $12,254,948 $20,8%3,798 § 9,241,627
March 192, Estimates

~ %ty R&% 39,163,330 13,777,705 32,602,014 15,394,661

by BSFPL 43,409,007 13,904,002 40,864,532 18,511,607
Shortfall '

— by H&S 5,606,726 1,522,757 11,768,216 6,153,034

y
by HSPL 9,852,403 1,649,054 20,030,734 ©,269,980

We trust that this analysis satisfies the requirementz of NWSA
and the Donors. If more is needed, we stand ready to supply
additional information,

Yours truly,

F. P. Coughlan, Jr.
Project Director

ce: NWSA (5)
Saudi Fund
Abu Dhabi Fund
USAID
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-ﬂANUARY 1981‘1;
N&S HOTL

Contract A $14,352,073 (Yot Avail.)2)s$ 15,025,126 $ 15,025,126

Céntract B 15,046,714 (Not Avail.) 15,416,184 16,636,925

Contract C 42,463,217 (Not Avail.) 40,761,032 42 P86 ,2%4
Sum A + B + C $71,862,004 $ 74,883,601 $ 71,202,342 $ 74,548,285

Currency Fluctuation 785,000 785,000 785,000 785,000

Interest thru Jan. 1981 - - (3) 814,145(4 ) 814,145 (4)

Claims - 11,820,000 - 17,498,495 (5 )

Contingency allowance 5,030,000 - 6,000,000

House Water Connec.tions - - (6) 1,000,000(7) 1,907,000(8)
Sub-Totals $77,677,004 $ 87,488,601 $ 79,801,487 $ 95,552,925

Remedial Work $ 1,500,000 $ 1,500,000 $ 1,500,000 $ 1,500,000

'Well Drilling 360,000 360,000 360,000 360,000

Engineering 9,662,956 Q,662,5956 8,772,215 8,712,215 .

Training 200,000 200,000 200,000 200,000 % (fﬁ

Land and ROW 304,000 304,000 304,000 304,000 - :f

Al-Haima Compensation 10,000,000 10,000,000 10,000,000 10,000,000 1’
Sub-Totals $22,026.956  § 22,026,956  $ 21,136,215 $ 21,136,215 "
Total Project Coste  §12,102.360 309,515,557 800,237,702 $11€,607,140

P, & o s Poww meomdtam
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(2)

(3)

(4)

(5)

(6)

(7)

(8)

ANNEX F

TABLE 1
Page 2 of 2

Notes for Table 1 F:..(;

Figures presented at the Donors' meeting.

HSFL furnished only a total cost of Contract A, B and
C excludingz claims plus a separate estimate nof total
claims for all contracts,

ESPL revorts that through an oversight, the interest
due of $£5C,0C0 was not included in the amounts reported

to the Donors,
Reported by HSPL thru January 31, 1981,
From Appendix D,

Excavation, pipe installation and backfill for 30,000
meters of 20 mm service pipe included in estimates for
Contract C.

Estimate based on House Water Service Connections being
installed by Taiz Branch of NWSA. (3000 services at
$300/service plus $100,000 for equipment and training).

Fstimate based on quotation of 4 March 1981 from HSPL
assuming follewing:

a. 300 services installed with pipeline work @ 8514
each, .

b, 2700 services installed after pipeline work @
2604 each.

C. Average length of service = 10 m with 9 m paid for
at 832,20 per m for excavation, installation and
backfill, 1 m included in connection price.

d. Approximately 10 percent of excavation will be in
" rock and will be paid for at $113 per cubic meter.




8 March 1981

PABLE 2
YEMEN GOVERRMENT CONTRTBUTION
FUNDS PROJECT ESTIMATE SHORTFAIL

CONTRACTS COMMITTED ih AR Wz ih
A=l Transmission Main s » s IUU 899 § 160, 599 & 15,367 8 15,364
A=1A VWell Pield Piping 51,672 79 022 79 c22 27 350 27,350
A=4 Asbestos Cement Sewer Piping 237,036 239, 025 239, 025 1,989 1,989
A=5 PVC Sewer Piping 171,062 301,711 301,711 130 64° 130 649
A-6 Castings 85,192 85,091 85,091 tio1) tioa
A-10 Flectrical Foles 184,628 388,700 388,700 204,072 204,072
A=11 low Head Sewage Line Piping 424 855 450,455 450,455 25,600 25,600

B-0 Mobilisation 2,015,988 2,015,988 2,015,988 - -
B-14 Transformers 1,287,089 1,480,153  1.480.153 193,064 193,064
B-21 Generator Buildings 381,700 581,280 *652 906 199,580 271,206
B-24 Pump Stations 1,312, 660 1,733,420 1,783, qu 420,760 471,155
B-25 Chlorination Station 157 2146 272,798 272,798 115, "652 115,652
B=26 Electrical Pole Line 2,578, 45: 2,291, 740 2 0 134,727 (285, 7]7) 156,270
B-27 Fleotrical Installation 1,085,143 1,249,868 1,510,217 164,725 425,074
B=-28 'techanical Installation 1,259,804 1 437 132 1,832,516 177.328 572,712
C-0 Mobilisation 5 553 604 5e 630 583 5 630,585 76,979 76,979
C-1lVWell Pield Trans, Main 273 466 303 355 308,965 29,889 35,499
C-3 large Sewers 893.269 649,707 662,779 (243,562 ) (230,490
C-4 Colleotor Sewers 692, 346 1 955.577 1 965,890 1,263,031 1,271,544
C-5 Sewer House Connactions 619 897 ,016 762 1,016,762 396 *865 396 1865
C=-6 low Head Sewage Line 98, 256 160,520 160 520 62 264 62 264
C=9 Pudlic Toilets 586, 899 508,619 508,619 (78 280) (78 280
C-10 VWell Pump Houses 407,892 500,630 500,630 92,738 92,738
C-}2 Sewage Troatment 1,170,035 810,990 880,713 (359.045) (289,322
C-13 Subsurface Exploration 78,973 88,673 88,673 q, 700 9,700
Contract A Handling - 423,736 423,736 423.736 423.736
Sub-Totals $21,782,507 £X . BI6, 237 £76,133,895 83,063,830 4,381,289
Currency Fluctuation - 311,882 311 882 311,882 311,882
Interest - 283, ;755 283, L7155 283,755 283,785
Claies - 4,875,477 - 4,875,477

Contingencies - 1.947,459 1,947,459 -

Remedial Work 1,500,000 1,500,000 ],SO0,000 - -

Iand and ROW 304,000 304,000 304,000 - -

Al-Haima Compensation 10,000,000 10,000,000 10,000,000 - -
Totals $33,556,604 $39,163,330 $3,809,007 & ,606,72¢ ta psd_40%
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B-1
B-2
B-3
B-4
B-5

B-7

B-9

B-10
B-11
B-12
B~13
B-14
B-15
B-16
B-17
B-18
B-19
B-20
B=-22
B-23

8 March 1981

CONTRACT S

Distribution System Pumps
Chlorination Equipment
Water Meters

Hoisting Equipment

Miscellaneous Tools & Equipament

Sluice Gates

Sewage Pond Liner

Pole Line Hardware
Hydraulic Sewer Cleaner
Submersible Pumping Equip.
Well Pumps

Generators

Switchgear & Motor Cont,
Transformers

Flectrical Substation Equip.

Ventilation Equipment
Plug Valves

Preasure Reducing Valves
Communication System
Valves

Altitude Valves

Pressure Gauges

Marine Insurance

Sub-Totals
Currency Fluctuation
Interest
Claims
Well Drilling
Engineering
Training

Totals

‘WOTE: See Appendix E for method

of cost allocations.

-+ 2222

TABLE 3
USATD CONTRIBUTTON
FUNDS PROJECT ESTIMATE SHORTFALL
COMMITTFD NS HSTL 5 8
113,119 § 149,084 8 149,084 § 35,965 35,965
69,852 54,090 54,090 (15,762) (15,762)
21,467 26,229 26,229 4,762 4,762
107,973 124,169 124,169 16,196 16,196
30,934 36,055 36,055 5,121 5,121
19,771 25,908 25,908 6,137 6,137
13,927 16,016 16,016 2,089 2,089
970,540 1,323,755 1,323,755 353,215 353,215
24,898 28,632 28,632 3,734 3,734
11,438 13,154 13,154 1,716 1,716
153,888 707,529 707,529 553,641 553,641
730,956 926,655 926,655 195,699 195,699
65,338 96,224 96,224 30,8R6 30,886
136,102 156,517 156,517 20,415 20,415
24,797 28,517 28,5117 3,720 3,720
30,452 36,897 36,897 6,445 6,445
70,101 80,616 80,616 10,515 10,515
47,116 11,377 71,377 24,261 24,261
129,229 160,113 160,113 30,804 30,884
129,832 214,216 214,216 R4 384 84,384
18,037 40,396 40,396 22,359 22,359
2,966 7,654 7,654 4 ,68R 4,6P8
- 30,000 30,000 30,000 30,000
$ 2,922,733 $ 4,353,803 g 4,3%%,803 81,431,070 $1,4%1,070
- 41,905 41,905 41,905 41,905
- 49,782 48,782 49,782 40,782
- - 126,297 -~ 126,297
360,000 360,000 360,000 - -
8,772,215 8,772,215 8,772,215 - -
200,000 200,000 200,000 - -
$12,254,948 813,777,705 813,904,002 $1,522,757 91,649,054

CTESTXxEEmEK
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A=2

A-4
A=5
A-6
A-7
A-8
A-11
A=12
A-14
A-15
c-2
c-3
C-4
c-5
C-6
c-7
Cc-9
c-12
Cc-13

NOTE:

8 March 1981

CONTRACT S

Water Distribution System
Piping

AC Sewer

PVC Bewer

Castings

Cement

Reinforecing Steel

Low Head Sewage Line Pipe

Motor Vehicles

Water Meters

Equipment

Water Distribution System

Iarge Gravity Sewers

Small Gravity Sewers

Sewer House Connections

Iow Head Sewage Line

Storage Tanks

Public Toilets

Sewage Treatment

Subsurface Fxploration

Sub-Totals
Currency Fluctuations
Interest
Claims
Contingencies

House Water Service Connections

Totals

TABLFE 4
SAUDI FUND CONTRIBUTION
FUNDS PROJFCT ESTIMATE SHORTFALL
COMMITTED it ASPL bit:4] ASPL
$§ 694,274 8 765,886 $ 765,886 § 71,612 % 71,612
440,209 443,903 3 903 3,694 3,694
317,688 560,324 0,324 242636 2421636
158,213 158, *026 158 *026 (187) (187)
676,022 1.559.284 1,559,284 883,262 883,262
292,013 651,272 651,272 359,259 359,259
1,699,420 1,801, *782 1,801,782 102,362 102,362
207,376 215 2046 215,046 7 670 7 670
201,747 132, '347 132,347 (69 400 (6° 400
26,837 22,530 22,530 (4,307 (4,307
1,324,191 3,614,447 3,614,447 290 256 2,290, ’256
1,658,927 1,206,598  1.230.876 la52,329)  {428,051)
1,285,785 3,631,413 3,647,223 2,345, 628" 2 ,361,438
1,151,238 1,888,274 1, ’888 274 737 036 737 *036
304,102 643 842 643 "842 249,740 249,740
4,492,052 6,139, ‘363 % 7,862, 804 * 1,647, 311* 3,370, S152%
1,858,512 1, 610 627 1 610 627 (247 885 ; 247,885
3,705,112 2,568,137 2 788 926 (1,136,975 916,186
250,080 __ 280,796 28Q*796 30,716 30,716
$20,833,79¢8 32,'333.39" $29,878,215 § 7,060,099 8§ 9,044,417
- 09 298" 709 298709 298,709
- 318 946 318, 1946 318, 1946 318,946
- - 8, 461 662 8,461,662
- 3,090,462 3,090,462 -
- 1,000,000 1,907.000 1,000,000 1,907,000
$20,833,798 $32,602,014 $40,864,532 $11,768,216 $20,030,734

See Appendix E for method of cost allocations.

* Tncluding Hydropneumatic Systems and A)l Haima Fuel Tank,
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A=l
A-1A
A=2

A-3
c-0
C-1
C-2

NOTE:

8 March 1981

CONTRACT S

Transmission Main Piping

Well Field Piping

Water Distribution System
Piping

Valves

Mobilization

Well Field & Trans, Main

Water Distribution System

Cub-Totals
Currernicy Fluctuations
Interest
Claims
Contingenclies

Totals

TABLE 5
ABU DHARI FUND CONTRIBUTION

FUNDS PROJECT ESTIMATE SHORTFALL
COMMITTED HES ASPL 3
$3,222,274 §$ 3,562,451 § 3,562,451 & 340,177 & 340,177
537,750 822,380 822,380 284,630 284,630
1,187,441 1,925,416 1,925,416 737,975 737,975
143,104 275,850 275,850 132,746 132,746
821,858 833,250 833,250 11,392 11,392
2,142,970 2,377,187 2,421,153 234,217 278,183
1,186,230 4,341,882 4,341,882 3,155,652 3,155,652
$9,241,627 $14,138,416 $14,182,382 $4,896,789 $4,940,755
- 132,504 132,504 132,504 132,504
- 161,662 161,662 161,662 161,662
- - 4,035,059 - 4,035,059
- 962,079 - 962,079 -
$9,241,627 $15,394,661 $18,511,607 $6,153,034 $9,269,980

See Appendix E for method of cost allocation,
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APPENDICES

Agreed Unit Prices in Contract C.

Disputed Items in Contract B,
Mechanical/Flectrical Installation and Related Civil
Yorks,

Disputed Items in Contract C, Pipeline and Geneial
Construction,

Tabulation of Potential Claims by HSPL.

E-1, Allocation of Contracts A, B & C Between Donors.

F=2, Allocation of Other Costs Between Donors.
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APPENDIX A §§

AGREFD UNIT PRICES IN CONTRACT C e
COMMFNTS AND Ci
REFFRFNCES TO ‘.
AGREED ITFMS IN OTHFR =
CONTRACTS ITEM DESCRIPTION UNIT PRICE CONTRACT
C-2 Primary 1h Backfill from bhorrow $ 30,23/cm c-3, 1h
water Distri- 24 Install 600 mm pipe 11.22/m C~1, 2a + 2b
bution System 21 Install vélve boxes 45,00 ea Future V.0,
15b Pavement restoration prior to 2
26 September 1980 21,04/m Future V.O.
15¢ Pavement restoration after 2
26 September 1980 26.52/m NWSA Approval
C~-2 Secondary Applicable unit prices from Primary As shown Cc-2
Water Distri- Water Distribution System Tender
bution System
C-3 large 3m Manholes 2m x 2m 13,713.12 ea Future V,O0.
Gravity Sewers 3n Manholes 1.2m x 1.2m 7,101.44 ea Future V.0,
3p Drop manhole 1.2m diameter 1,440,00 ea Future V.0,
15b See C=-2 above
15¢c See C~2 above
: -8
C-4 Small 3g PVC Sewer Fittings 1.62/kg c-2, 2f 9
Gravity Sewers 3h Manhole 1.2m diameter 1,043.18 ea Cc-3, 3h E
3] Blockwork manholes 979.51 ea Futurec V.O. J
3k Inepection chamber 224.00 ea Future V.0, =
15b See C-2 above -
18c See C-2 above
16 Install sewer thru existing cess pit 1,137.00 ea Puture V.0,
C-5 Sewer 3cd Inspection chamber 224,00 ea Future V.0.
House Connec- 5 Reinforcing Steel ‘ 0.99/kg c-2, 5
tions 15b See C-2 above
15¢ See C-2 above
3Be Connection tn existing service 252,22 ea c-4, 3f
3Bd Install end caps 3.50 ea Future V,0, x
C-6 Low Head 2Ac Install Air Relief Manhole 34,295,05 c-1, 7b £
Sewage Line 1 :

NOTE: Above unit prices agreed to by H&8S and HSPL but except for Item 15c¢ not approved yet by
NWSA,

|
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APPENDIX B
DISPUTED ITEMS IK CONTRACT B

Mechanical/Flectrical Installation

CONTRACT S

Generator Buildings

Punp Station

Generator Buildings
Pump Stations
Flectrical Pnle Line

Flectrical Installation

Mechanical Installation

and
Related TIvil Works

DISPUTED ITEM

Credit due for change in roofing
material

Credit due for change in roofing
material

Measurement of fill at Wadi Seena
Extra concrete

Credit due for installation of
less poles.

Value of additions and delotiona

Value of additions and deletions

TOTAL

AMOUNT DISPUTED

$ 69,501

38,346

2,125
12,049
442,987

260,349
395,384

$1,220,741

ANNEX 1
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c-3

C-4

c-7

C-7

C=-12

APPENDIX C

DISPUTFD ITEMS IN CONTRACT C

PIPELINF AND GFNERAI. CONSTRUCTION

CONTRACT 8

Well field and transmission
main

large Sewers

Iarge Sewers

Collector Sewers

Storage Tanks

Storage Tanks

Sewage Treatment Pnnds

DISPUTED ITEM

Cost of additional Sanaa Highway
road crossingas.

Additional cost of installation
of 800 mm sewer over 750 mm sewer
in tender.

Difference in evaluation of cost
of installing tees on A?C pipe.

Difference in evaluation of cost
of installing temporary wood MH
covers to overrome delay in ship-
ment of permanent covers.

Difference in evaluation of rock
excavation costs for Zones II and
III tanks,

Difference in evaluation of credit
due to reduced amount of concrete
required for Zones II and III
tanks,

Difference in evaluation of
additions and deletions at the
B8ewage Ponds structures,

TOTAL

AMOUNT DISPUTFD

$§ 49,576

6,415

30,935

24,323

1,673,719

49,722

290,512

$2,125,202

E 2 -2 2 &-—8 & 3 1
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1.

3.

APPFNDIX D

TABULATION OF POTENTJAI CIAJMS BY HSPL

DESCRJPTION

INCRFASFD TRENCH DEPTHS

projects at plpe construction at increased depths

has and wi)ll cause delays in the schedule. Therefore,
HSPL contends that it 1s entitled to more compensation
than the excavation unit price.

LOSS OF OVERHEAD
projects that a claim will be submitted because
the progress of the work has been impeded.,

REDEFINITION OF SELFCT BACKFILL

contends a c material from any source,
including excavated materials, should be paid for as
select backfill if placed around pipes.

INTEREST CHARGES

This Is @ projection by HSPL of additional interest due

if the present situation of late payments persists.
This is in addition tn the $814,145 shown in Table 1.

DAY WORKS AND ADDITIONAL WORKS
projection to completion of project. The validity
of certain day work items is being reviewed,

DISPOSAL OF SURPLUS SOIL

contends a agreed to payment for disposal
of surplus excavited materials in Contracts C-1 thru
C-6. NWSA denies agreement,

SEWAGE POND EMBANKMFNTS

contends a e greater embankment volumes in
the redesign are not compensated for by the unit prices
paid for embankment and borrow quantities,

VALUATTON BY HSPL

March 158]

$ 4,856,254

4,000,000

2,847,093

2,185,855

1,698,263(1)

6€85,858(1)

575,000(1)

Jarhary 19R1

$ 5,200,000

4,000,000

(2)

2,300,000

ARMEY
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8 March 198]

DESCRIPTION Hiroh HQS} *anuary 198Y

8. PIPF DFFLFCTIONS
was directed at various locations along Contract
C-1 transmission main to deflect pipe joints rather
than use fittings. HSPL contends that this was a more
costly procedure. ) 327,063 -
9. WAREHOUSING CONTRACT B MATFRIALS
s 1s a proposal, not & claim, HSPL proposes to
unload, atore, assist in inspection and provide other
warehousing functions for Contract B equipment and
materials, 302,547(1) -
10. UTILITY RELOCATION .
proposes to claim sewer relocation costs incurred
during construction of the transmission main, 20,562 (1) -
11, MISCELIAl _NUS CLATMS - 320,000
TOTAL POTENTIAL CLAIMS $17,498,495 $11,820,000
(1) Desigrated by HSPL as & *DISPUTE" and by Hasen and Sawyer as a "CLATM", All other
. items were designated as "CLAIMS"™ by HSPL.
(2) HSPL reports that thru an oversight, the interest due of $650,000 was not included

in the amounts reported to the Donors.

21-4
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ATPFNDIX E-1
ALIOCATION OF CONTRACTS A, B & C BETWEEN DONORS

PERCENTAGE ALLOCATION
ABU SAUDI

CONTRACTS . Y.A.R.G, DHABI FUND U.S.A.I.D. TOTAT,
A=l 4,3% 95.7% - - 100,0%
A=1A 8.8 9.2 - - 100,06
A=2 (Primary System) - 100.,0 - - 100.0
A-2 (Secondary System) - - 100.0% - 100.C
A=3 - 100.0 - - 100,0
A"‘. 5’ 6 35.0 - 65.0 - - ]O0.0
A-7, 8, 12, 14, 15 - - 100.0 - 100.0
A-18 100.0 - - - 100.0
A-11 20,0 - 80,0 - 100,0
B-0, 21, 24 25, 26, 27, 28 100.,0 - - - 100,0.
B—l 2 5. 6 7, 8, 9, 10,

11, i2 13, , 16,717, 18,719,

20 22 23 - - - 100.0 100.0
c-1 11.3 88.7 - - 100.0
C-2 (Primary System) - 100.0 - - 100.0
C-2 (Secondary System) - - 100.0 - 100.0
C-3, 4, 5 35.0 - 65.0 - 100.0
c- - - 100.0 - 100.0

12, 13 24.0 - 76.0 - 100,0
38 100.0 - - - 100.0
Al-Haima Fuel Tank - - 100,0 - 100.0
Hydropneumatic System J- - 100.0 - 100.0
Contract A Handling 100.0 - - - 100.0
House Water Services - - 100.0 - 100.0
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8 March )9R]

ITEM

Currency Fluctuation

Interest thru 1/31/81

Clainms:
a) Contract Claims

b) Intereest thru
remainder of
Project.

c) Overhead losses.

d) Weighted average
of a, b and c.

Contingencies

APTENDIX E=-2

ALIOCATION OF OTHER COSTS BETWEEN DONORS

PERCENTAGE. _ALLOCATION

Allocated by original
committment to
Contracts A, B & C,

Allocated in propor-
tion to H&S March '81
estimates of Contracts

a) Allocated to related

b) Allocated in propor-

tion to HSPL's estimates

of Contracts A, B & C,

c) Allocated in proper-
tion to HSPL's estimate
of construction costs
excluding mobilization
and supply contracts.

ABU SAUDT
30.7%  16.9% 38.1%  5.3%  100.0%
34 .6 19,0 39,2 6.1 100.0
A, B aC.
24 .8 26.5 48.7 - 100.0
contract,
34.7 19.9 39.7 5.8 100.0
32.9 15.0 §2.1 - 100.0
27.8 23.1 48.4 0.7 100,0
32.5 16,0 51.5 - 100.0

Allocated in proportion
to H&S's eastimate of
construction cnats
excluding mobilirzation
and supply contracts,

81-4

Y

S -
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8 March 1981

PERCENTAGE ALILOCATION

100.0%¥ Improvements tn exist-

ing water system,

ARU SAUDI

ITEM Y.A.R.G. DHABI FUND U.S.A.I.D. TOTAL RFMARKS
Remedial Work 100.0% - - -

Well Drilling - - - 100.0 100.0 -
Fngineering - - - 1G60,0 100,0 -
Training - - - 100.0 100.0 -
Iand and ROW 100.0 - - - 100.0 -
Al-Haima Compensation 100.0 - - - 100.0 -
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HAZEN AND SAWYER
ENGINEERS G ._,

360 LEXINGTON AVENUE. NEW YORK, N. Y. 10017, USA
Telex 234882 HZNS UR, Telephons 212 - 9860033

S s /v TAIZ FIELD OFFICE
\ ) P. 0. Bor 4:191)

RICHARD HA2EN ;
C. RICHARD WALTER ;

FRANCIS P. COUGHLAN JR vy l KEWNEDY AATER 14RO
WALTER 8. § NNO™T i e : i TA.L PEMEN 4723 REPUALI
ROSERT H. sr§WAar J e s

0AYID WALRATH ) e -
HELSON YUAN ; q .. Ty B3] WaISAW tE

A VA 24w Tedbruary, 1381

T re wonared ali Al-Fusail
Jirector Zeneral
Yati~n=sl Weter & Sewerage Authority

P,C. Box 104 Mg
' , _ AR P
Sana’a AWl @ay

Dezr Nr. Fusail:

USAID Fineznced Tquirrment Contrzsct 'B' Variation Crders
Taiz dater =nd Sewage Project

We write to advise that ourselves and Hanab-Stevin Pipelines (M.E.) Ltd.
have reached agreement on all variation orders related to Contract 'B'
equipment except V.0. B-50 which modifies spare parts for the well pumps.
Spare parts are being furnished in accordance with previous revisions to well
oumps end equipment because cancezllation charges are too high to provide teneficial
savings. The outstanding variation order (V.0. B-50) will be reviewed against
parts furnished at a latsr date as time is not now availatle to permit a proper
evaluation. We do rot expect this to be a factor in our present evaluation of
USAID funded items.

Also, we wish to point out that equipment required for the Hydropneumatic
Water Supply System for Zone VI is not included in the schedule of items
proposed to be financed by USAID and is, therefore, excluded from consideration.
Our present estimate for this system will be shown as an allowance in the 'B'
Contracts but we have no back-up data to substantiate our allowance. Furthermore,
we have not had the benefit of NWSA review of our design drawings for this
modification.

The attached tabulation provides an overall status review of USAID funding.
We are also attaching one copy of agreed variation orders for your review and/or
comment, We do not have time avajlable to properly document those orders. It
is a substantial task, and must be deferred until our current project reassessment
is completed. We welcome any comments on these orders.



sm—— -

: G_L
Page : 2.c! -

This transmittal is in response to your Telex 24 PFeb. 1331, and to

requests made in USAID letter 15 Peb, 1581. The data contained herein wilil
be included in ocur project reassessmant.

Also, for your information and further action, we include in our
attachments a revised description of U.3. Aid funded items. This
information is to be included in your letters to U.S. Aid.

At this time, we also wish to bring to your attention that NW3d

is required to provide insurance on stored equipment during the period
svhen it is stored. As equipment will probebly be delivered near the
end of March, the insurance should be obtained. Also, the storage site
in the Kennedy Yard must be emptied of its present contents prior to

equipment delivery.

Very truly yours,
HAZEN AND SAWYER

/
‘J‘_/Pvl Ja (‘r-/eibf.\\

/thn. I. Coleman

..’Al'lfll(fc’liiﬂzl)/,#[//g_,l{a;;f
Z'%lWL‘J[/lLC"MLLG{ {Glisie |



B- 1.
B- 2.
B- 3.
B- 4.
B- 5.

B- 6.
B- 7.
B- 8.
B- 9.
B-10.

B-11.
B-12.
B-13.
B-14.
B-15.

B-16.
B-17.
B-18.
B-19.
B8-20.

B-22.
B-23.

CONTRACTS
*
Distribution S8yatem Pumps
Chlorinatisn Equipment
Water Meters

Hoisting Equipment

Miscellaneous Tools & Equipment

Sluice Gates

Bewage Pond Liner

Pole Line Hardware
Hydraulic Sewer Cleaner
Sub. Pumping Equipment

Well Pumps

Generctors

Bwitchgear & M.C.C.
Transformers

Elec. Sub-Station Equipment

Ventilation Equipment
Plug Valves

Pressure Reducing Valvea
Communication Systeam
Valves

Altitude Valves
Pressure Gauges

(1) Ten Pumping Units + Aasessories
(2) Twenty-one Pumping Units + Accessories
(3) Allowance agreed H+S, HSPL
(4) Does not include Marine Insurance or Material Hendling.

USAID CONTRIBUTION 10 CONTRACT 'B' - BULK SUPPLY EQUIPMENT

FUNDS
COMMITTED

$ 113,119
69,852
21,467

107,973
30,934

19,TM
13,927
970,540
24,898
11,438

(1) 153,688
730,956
65,338
136,102
24,797

30,452
70,101
47,116
129,229
129,832

18,037
2,966

$2,022,73

ILS/HSPL AGREED
VAKIATIONS

$ 16,519
(22,817)
1,31

418

2,758
180,551

(2) 461,355
74,831
18,335

1,632
14,951

(3) 10,000
56,443

17,090
3,690

$837,097

REVISED
CONTHACT VALUE

154 ESCALATION
AFTER 16/APRIL/A0O

$ 129,638
47,035
22,808

107,973
3,352

22,529
13,627
1,151,091
24 898
11,h38

615,243
805,787
83,673
136,102
24,197

32,084
70,101
62,067
139,229
186,275

35,127
6,656

$3,759,830

$ 19,Lk6
7,055
3,h21
16,196
h,703

3,3%
2,089
l72,6()'l
3,734
1,76

92,286
120,868
12,551
20,415
3,720

4,813
10,515
9,310
20,884

27,9

5,269
998

$563,91h

FUNDS COMMITTED -

FUNDING REQUIRED (k)

FEB., 1941

KEVISED TOTAL
CONTHACT VALUE

$ 19,08,
“h ,090
26,229

10,169
4,055

25,909
16,016
1 ’ 4 ‘:7‘)5
24,642
13,150

1,529
9. ’()55
(X: ,22'.
15,917
o8,517
1,897
80,616
1,377
160,113
214,216

ho, 396

h, 1,800
<,902,733

$1,401,071

Date Prepared 25/Feb/1981

£->
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ANNEX H

REVISED BILL TF JUANTITIZS

H-

This annex incorporates the following work by reference:

"Revised Bill of Guantities for Contracts A, B and C,"
smended March 1, 1981.

(on file in NE/FD.)



Projoct Title & Number:

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

TAIZ WATER AND SEMERAGE CORSTRUCTION (279-0039)

NARRATIVE SUMMARY

Life of Project:
Feom FY _{{ wFy_ 13

Totat U.S. Funding _$19,000,000
Date Prapared:__19 MARCH 191

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

ogram or Secior Gosl:  The breader shiactive te

M"ﬂ#&ﬂm.x th and environ-

asntal sanitary conditiona in Talz, Yemen
by repovating and expanding the Kenncdy

Memorial Water Systea and the sewersge

system ard by providing sewage treatlsent

faciljties.

Sdeasures of Geal Achisverment:

Increase §n the availahility of
clean, treated wuter for municipal
use} collection and treatacnt of
sewage and decrease in the incldence
of water-related discascs.

Records of Talz Branch, NWSA (as veri-

fied during evaluation) as to operation;

YARG muedical records as Lo discase

incidence.

Wi ‘L ns for achleving goel targets:

That project pluns are sound and
that populace utilizes satisfactory
personal and household hygiene
practices.

Poject Purposs:

To construct a water and severage systea

wbich supplles adequate services to

consusers and which is financially sclf-

sustajning in the long run.

Conditions thet will indicats purpose has been
achieved: End of project statun.

Completed and operational water
and sewerage system with water ays-
tem producing approximately 11.5
million cubic metres of water ann-
ually and sewerage system collecting
and treat ng most wastes produced.
Ultimatel;, ratea for services wiil
cover all costs of the systems,
including depreciatlon and debt
gervice,

NWSA operational and financial records.

Ninety percent of Taiz' population
connected to water systea and 70 per-
cent to sewerage by 1985,

1 hi

L for ing pws poss:

That Talz Rranch of NWSA will be
able to operate facilities
saticfactorlily.

Outpans:

(1) Water production, transaission,
trcatsent and distribution facilities;
scwerage system and scwage treatment
facilities.

(2) Traloed staff for operating and
maintaining facilities.

of )
2! production well, 3.1 kma. of
water transaission maln, water treat-
ment plant, 129.9 kms. of water
diatribution linea, 5 water storage
tanks and ancillary facilities. 82.4
kma. of sewage collection lines, 7.2
kms. sewage outfall, sewage treatment
ponds & arcillary facilities com-
pleted by 12/82.
(2) Minisum of 10 rtaflf members
receive training by 11/82,

Projecl implementatlion monitoring and
final tests for acceptance of project
facilities.

A

ptions for achisving outputs:
The project is constructed accord-
ing to plans.

MID, other donors (Saudi and Abu

Dhadl funds) and YARG financial resources.

(2) contracted construction end procure-

ment services.

{3) Qualified personncl to be trained
to manage and operate facilitiea.

mmlmggm; ‘g ?‘:’é"ﬂ"&a st

$35 million equivalent.

{2) Contritutions from Saudi and Abu
Dhabl funds totaling at least $4O
million equivalent.

) $15 mtllion ALD contribution
10 million grant, $5 milllon loan)
Total: Approximately $105 million

Records of financial commitments by
donors and YARG, and contracts for
project construction,

AmemRURIR SOTURIPUE, ommitted to

fmplementing the project, Lhat uther
donors provide sipnificant financial
contributions and that YARG provides
any financtal resources required sbove
contributionz recelved.

)

Iy
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Yemen Arab Republic
PRIME MINISTEA'S QFFICE

CENTRAL PLANNING ORGANISATION

P. 0. Box ;: 175 - SANA'A
Teleg. : CENPLAN
Phane : 2992-3

Dept  : Tech. CO-oparatiom Dep.

A amonmam o

ANEX K

SR e
40 gt el il
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QurRef: 9727 ..
Dt :9/3/1981 |
Subject

Hr. Charled D. Wardg Directer
United States AID Missioa

to Yemen Arad Republic
?.0. Box 1083

BANA'A

Dear Mr. Ward,

LAL 1 % S
s el
............................ Er—odt!
A | MNINFO

/0D -

AuH
Cv d
(ONT
EXO
HR
PROG pd
RD
CHHON ;
RF y4

Reference is made to USAID's lettcr of January 26y 19814 eeneeraiag
further fimamciag for the Tai:x Vat;r and Sewerage Preject wvhich infermed
eur JGovirnment of the pessibility that A.I.D. ceuld meke available aa
additional $5 ailliom in the fers ef a development loan te assist na ia

eompleting the Taiz project.

Ve lereby request a lean for $% million for the puryeseey and em the
teruagy sot eut in yeur letter mentienmed abeve,

0.0 Miaistry of ngctrteity.

- -Pugd- Ko Nohashedg\?-;- - - - - -

DATE RECEIVED
11 MAR 581
UsAI CER

K-1
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ANNEX L

gm AGENCY for INTERNATIONAL DEVELOPMENT
— - UNTTED STATES ATD MISSTON 1O YEMES AICAR REURE G
s
@ -lf-*-”-L-—‘-'-”A.l.to-'-“ JUadenit ...'l.;”"..;'.-- R RPSUCLI Bl
23379p
3313
. ES A Adidiess Inteemational adiess:
SANAV D) [ RN} . .
Deparment OF State 1. O, Bov LOXN . -;|
. st -
Wiashington, D.C. 20820 Sanmia, Y. AL R -

CERTIF ICATION PURSUANT TO SECTION 611(e)
OF THE FOREIGN ASSISTANCE ACT OF 1961
AS AMENDED

I, Charles D, Ward, the principal officer of the
Agency for International Developmeat in the Yemen Arab
Republic, having taken into account, amoag other things,
the maintenance and utilization of projects in the Y.A.R.,
previously financed or assisted by the United States, do
hereby certify that in my judgment the Yemen Arab Republic
has both the financial capability and the human resources
capability to maintain and to utilize effectively the
facilities to be assisted under both the grant compoaent
and the proposed loan component of the Taiz Water and

Sewerage Project (Project No. 279-0039).

_é{gliz kEZVZ/LZ&4¢(:,

D. Ward
Director
USAID/Yemen

Haved 12 1927

-Date

L~
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5C (2) - PBOJECT CHECKLIST ﬁJ I

Listed below are statutory criteria applicable generally to projects
wich FAM funds and project criteria applicable to individual funding
sources: Development Assistance (with a subcategory for criteria
applicable only to loans); and Eccnomic Support Fund.

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO DATE?
HAS STANDARD ITEM CHECKLIST BZEN REVIEWED FOR
‘THIS PROJECT?

A. GENMPAL CRITERIA FOR PROJECT

1. FY 79 App. Act Unnumbered; FY 80 App.
Act Unnumbeored: FAA Sec. 634A3 Sec. 653(b):

(a) Describe how authorizing and appro- Congress has been notified
priations Comnictecs of Scuate and House via an Acvice of Progran Change
have been or will be notified concerning which was sent to them on

the projecect; (b) 1s assistance within February 13, 1981; no obligation
(Operational Year Budget) country or will be made until congressional
international organization allocation waiting period has expired.

veported to Congress (or not more than
" §1 nillion over that figure)?

2. FAA Sec. 611(3) (1). 'Prior to

obligation in excess of $100,000, will (a) Yes
there be (2) engineering, financial,

and other plans necessary to carry out (b) Yes
the assistance and (b) a reasonably firm
estimate of the cost to the U.S. of the
assistance?

3. FAA Sec. 611(a) (2). If further

lcgislative action is required within

recipient country, what is basis for ?: i::::::d}egislative action
reasonable expactation that such action

will be completed in tize to permit

orderly accomplishment of purpose of

the assistance?

4, FAA Sec. 611(b); FY 79 App. Act Sec. 101;

£Y 80 App. Act See. (501.) 1If for water

‘or water-rclated land resource- constructioa, Yes
has project met the standards and criteria

as per the Principles and Standards for

Planning Water and Related Land Resources

dated October 25, 19737
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-2
S. FAA Sec. 611(c¢). "If project is ﬁv
capital assistanze (e.g., zonstruction), Yas. Certification included

and all U.S. ascistance for it will exceed . on. annexes of Froject Paper.
$1 million, has Missjon Nirector certified

and Regional Assistant Administrator

taken into considaration tiie country's

capabllity effectively to maintain and

utilize the project?

6. FAA Sec. 209: Is project susceptible Project is being financed by

of execution as part of reglonal or mul- multilateral donors. Assistance
tilateral project? 1If so why is project will not encourage regional

not so cxecuted? Information and development programs.

conclusion whether assistance will encourage
reglonal development programs.

7. FAA Sec. 601(a). Information and Some effects, but largely indirect.
conclusions whether project will encourage The project was bid on competitive
efforts of the country to: (a) increase basis, thus encouraging private

the flow of international trade; (b) foSter ynitfative and discouraging mono-
private initiative and competition; polistic practices. The project
(¢) encourage development and use of will have some beneficial effect
cooperatives, credit unions, and savings on technical efficiency of industry,
and loan associations; (d) discourage agriculture and commerce.

ronopolistic practices; (e) improve
technical efficiency of industry, agri-
culture and commerce; and (£) strengthen
free labor unions.

8. TA\ Sec. f0l1(:). Information and Project will encourage private

conclusion on how project will encourage U.S. trade insofar as AID-financed
U./S. private trade and investmrent equipment and engineering services
abroad and encourage private V.S. parti-~ are and will be of U.S. source and
cipation in foreign assistance programs origin. { .ipping will be on U.S.

(including usc of private trade channels flag vessels for AID-financed
and the services cf U.S, private emterprise). equipment.

9. FAA Sec, 612(db); Sec. 636(h). Describe The project agreement will

steps taken to assure that, to the maximum stipulate the YARG contribution
extent possible, the country is contributing of local currencies to meet

‘local currencies to meet the cost of at lesst 25% of the cost of the
contractual and other scrvices, and foreign project. The U.S. owns no foreign
currencius cvned by the U.S. are utilized currencies which can be utilized
to meet the cost of contractuul and other for this project.

services.



1.

11,
utilize compecritive selection procedures

10. .FAA Sce. 612(d),

for its release?

FAA Sec. 601(e). Will the project

for the awarding of contracts, except
where applicable rrocurement rules.alliow
otherwise?

12. ¥¥ 79 App. Act, Sec. 608; FY 80
App. Act Sec. (521.) If assistance

is for cthe production of any commodity
for export, is the commodity likely

to be in surplus on world wmarkets at the
time the resulting productive capacity.
bacomes operative, and is such
asdistance likely to cause substantial
injury to 'J.S. producers of the same,
sizmilar or competing commodicy?

FUNDING CRITERIA FCR PROJECT

Deve%onmenc Assistance Project Criteria

a. FAA Sec. 102(b); 111: 113:; 28la.
Extent to which acrivity will

(a) cffectively involve the poor-in
development, by extending access to
econory at local level, increasing
labor~intensive production and the use
of appropriate technology, spreading
investzent out from cities to small
towns and rural areas, and insuring
wide participation of the poor in the
bencfits of development on a sustained
basis, using the appropriate U.S.
inscitutions; (b) help develop
cooperatives, especially by technical
assistance, to assist rural and urban

‘poor to help thcazsclves toward better lify,
"~ and otherwise encourage democratic

private and local governmcental {nstity-
tions; (c) support the self-help efforts

Does the U.S. own
'e>cess foreign currency of the country and,
. 1f so, what arrangenans have been made

ANNEX N
Page 3 of 15

N-73

Tz Yemen Arab rezublic is
not an excess currency
country.

Yes

Not applicable

() Poor citizens of Taiz will directly
benefit from the provision of safe watet
and sewerage services by the project,
but ‘the project will not have any of

the effects described here for improving
the lot of the poor; (b) The project
will have no effects in helping to
develop cooperatives. (c) Project is
being implemented and managed by YARG ==
to this extent, AIDfunding is in support
,of self=help efforts. (d) Women will |
benefit equally with men from project,
but project will not directly promote
women's welfere. (e) The two non-AID
outside donots of project are regional
development funds.



of developing countries; (d) promcte

the participition ‘of women in the naticnal
cconomies of devcloping countries- and

the improvement of women's status; and

(e) utilize and encourage regional
cooperation by develcping countries?

b. FAA Seec. 103, 103A, 104, 105, 106, 107.
Is assistsnce being made available: :
(include only applicable paragraph which
corresponds to source of funds used.

If more than one fund source is used for
project, include relevant paragraph for
each fund source.)

(1) [103] for agriculture, rural
development or nutrition; 1if so (a) extent
to which activity is specifically
designed to Increase productivity and
{rcome of ‘rural poor; (103A]) if for
agricultural research, full aceount
shall be taken of the needs of small
farmers, and extensive use of field
testing to adapt basic restarch to local
conditions shall be made; (b) extent
to which assistance {s used in coordi-
nation with programs carried out under
Sec., 104 to help improve nutrition of
the pecople of developing countries through
encouragement of Increased production

of crops with greater nutrxitiornal value,
icprovement of planning, rescarch, and
education with respect to nutrition,
parcvicularly with reference to impro-
vement and expanded use of indigenously
produced foodstuffs; and the undertaking
of pilot or demonstration programs
explicicly addressing the prodblem of
malnutrition of poor and vulnerable
pecple; and (c) extent to which

activity increases national food
security by improving food policies

and management and by strengthening
national food reserves, with particular
concern for the neceds of the poor,
through reasures encouraging domestic
production, building national food

No

ANNEX N
Page 4 of 15

N-4



reserves, expanding available storage
facilities, reducing post harvest food
losees, and improving foed distribution.

(2) [104] €for population planning

uvader sec. 104(b) or health under

sec. 104(c); if so, (a.) extent to which
activity cmphasizes low-cost, integrated
delivary systews for health, nutritionm

and farily planning for the poorest people,
with particular attention to the needs

of mothers and yourig childrén, using
paracedical and auxiliary medical personnel,
clinics and health posts,comrmercial
distzribution systems and other modes of
comrunity research.,

(3) {105) for educatieca, public
administration, or human resources develop-
rent; if so, exteat to which activity
strengthens nonformal education, makes
formal education more relevant, cspecially
for rural families and urban poor, or
. strengthens managexent capability of
institutions enabling the poor to parti-
cipace in development; and(b.) extent

to vhich assistance provides advanced
education and training of people in
developing countries in such disciplines

as are required for planning and imple-
mentation of public and private development
activities. '

(4) [106] for technical sssistance,
energy, research, reconstruction, and
selacted development problems; 1f so,
extent activity is: (1) (a) concernad
with data collection and analysis, the
training of skilled personnel, research
on and development of suitable snergy
sources, and pilot projects to test nev
wethods of encrgy production; and

(b) facilitacive of geological and geo-
physical survey work to locate potential
oil, natural gas, snd coal ruserves and to
encourage exploration for potential oil,
natural gas, and coal reserves.

ANNEX N
Rage 5 of 15

N-§

flealth. FProject is least cost
alternative for providing adecuatge
quantities of safe drinking water.
and sewerage collection and treatmént
services for people of Taiz. Irisofar
as they usually are among the most
seriously affected victims of unsarn;ta
water supplies, young children should
be major beneficiaries ,of project.
Project is not otherwise involved in
low-cost health delivery.

" No, All sections of this paragraph
4 (1) through (vi), are not
applicable to the project. '
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(7

Al Uetdings,

(11) . technical cooperaticn and develepment,

especially with U.S. private and voluntary,

. or regionz2l and intemnational development,
.organizations;

. (411) research into, and evaluatien of,
economic development processes and techulques;

(iv) . reconstruction after natural or manmade
disaster;

(v) for special development problems, and
to enable proper utilization of earlier
U.S. infrastrvcture, etc., assistance;

(vi) for programs of urban deveclopment,
especially smzall lahor-intensive enterprises,
narketing systems, and financial or other
institutions to help urban poor participate
in economic and social development.

c. [107) is appropriate effort placed on

use of appropriate technology? (relatively Not.applicable.
'smaller, cost-saving, labor using technd=

logies that are generally most appropriate

for the srmall farms, small businesses,

and szall incomes of the poor.)

d. FAA Sec. 110(a). Will the recipient

country provide at least 25Z of the costs Yes.
of the program, project, or activity

vith -respect to which the assistance is

to be furnished (or has the latter cost-

sharing requirement been waived for a

“"relatively leaat developed" country)?

e, FAA Sec. 110(b). Will grant capital Yes, for project as whole.
assistance be disbursed for project over Yemen is "relatively least
more than 3 years? If so, has justifi- developed" country.

cation satisfactory to Congress been mads,
and efforts for other financing, or is the
zacipient country "relatively least developed"?

Project has no, or very matginal,

£. FAA Sec. 281(b). Describe extent to . discussed, except
which program recognizes the particilar ::p:::en: :ﬁ::'.de;::t:ew;t,r aod
needs, desires, and capacities of the sanitary services are strongly fe

. ]
PI?pll of the coqn:ry, ucilizes the country'a naeds of populace which will be \
met by project in ‘Taiz..
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intellectual resources to encourage
{nstitutional development; and supports
c¢ivil educstion and training in skills
required for effective participation in
governrental processes essential to
self-government,

8- FAA Sec..122(b). Does the activity
give reasonable promise of contributing

to the development’ of economic resources,
or to the increase of productive capacities
and seclf{-sustaining cconomic growch?

The project gives excellent promise
of contributing to increased producti-
vity through increased health.

2. Developrment Assistance Project Criteris (Loans Onlyv)

a. FAA Scc., 122(b). Information -and Yemen presently has capacity to meet
conclusion on capacity of the country loan terms, whether it will in future
to repay the loam, at a reasonable rate will depend upon whether remittances
of interest. from Yemeni workers abroad continue at

substantial level. Chances that this
condition will be fulfilled are judged
gecod.

b. -FAA Sec. 620(d). TIf assistance is for
any productive enterprise which will compete
with U.S. enterprises, 1s there an agrecment Sec. 620(d) not applicable ==

by the recipient country to prevent export assistance 18 not for productive
to the U.S. of more than 207 of the anterprise.

enterprise's annual production during the

life of the loan?

3. ftnject Critoria Solelv for Rconomic Suppart Fund

a.. FAA Sec. 531(a). Will this assistance Yes, through perceptions that YARG

promote eceonomic or political stability? cares for needs of people and is
To the extent possible, does it reflect the concerned about their health,
policy directions of section 102? Yes.

b. FAA Sec. 531(c). Will assistance under

this chapter be used .for military, or No.

paramilicary activities?

5C(3) - STANDARD ITEM CHECKLIST

Listed below are stacutory items which normally will be covered routinely
in those provisions of an assistunce agrecment dealing with its implemen='
tation, or covered in the agrecment by impnsing limits on certain uses of
funds.
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These iters archn%:nngcd under the general headings of (A) Procurement,
(B) Comstructien, and. (C) Other Restrictions.

A, Prccuremant

-5
1Y
I

1. FAA Sce, 602.  Are there arrangements
to perait U.S. small business toc participate
equitably in the furnishing of commodities
and services financed?

2. FAA Sec. 60&(a). Will all procurement Yes
be from the U.S. except as otherwise

deternined by the President or under delega~

tion from him? —

3. FAA Sec. 604(d). If the cooperating Not applicable
country discriminates against U.S. marine

{usurance ccmpanies, will conmodities be

insured in the United States against marine

risk with a company or companies authorized

to do marine i{nsurance business in the U.S.

4. FAA Sce. 604(e). If offshore procu=- Not applicable
rement of agricultural commodity or product

is to be financed, is there provision

agalinst such procurecenc when the domestic

price of such commodity is less than

parity?

5. FAA Sec. 603 Compliance with Will be complied with.
requiremcnc {in scction 901(b) of the Merchant

Marine Act of 1936, as amended, that at

least 50 per centum of the gross tonnage of

commoditics (computed separately for dry

bulk carriers, dry cargo liners, and tankers)

financed shall be transported on privately

owned U.S.-flag commercial vessecls to the

extent that such vesscls are available

‘at fair and reasonable rates.

6. FAA Sec. 608(a). Will U.S. Government The use of U.S. Governmen'
excess personal property be utilized excess property is not
vhercver practicable in lieu of the procu~ appropriate for this
Tement of new items? project.

7. FAA Sec. 621, If technical assistance Yes
is fiznanced, to the fullest extent

practicsble will such assistance, goods

and profecssional and other services fron

private entarprise, be furnished on a



ANEX N
Pege 9 of 15

N-19

contract, bisis? If the facilities.of other v, f.cylitias of other Feceral
Federal agencies will be ugilized, are amencies 7411 not be utilized.
they particularly suitable, not competitive

with private enterprise, and made

available without undue inrerference

with domescic programs?

8. International Air Transpore, Fair
Conmpetitive Practices Act, 1974,

If air transportation of persons or property
is financed on grant basis, will provision
be made that U.S.-flag carriers will be
utilized to the extent such scrvice

is available?

Yes.

8. TY 79 App. Act, Sec, 105: - FY 80 App.

Act Sec. [S05.] Does the contract for Yes.
precurcment contain a provision authori-

zing the termination of such contract for

the convenience of the United States?

Construction

1. FAA Scc. 601(d). Tf a capital

(e.g., construction) project, are engincer-
ing and professional services of U.S. firms
ard their affiliates to be used to the
maximum extent consistent with the

national interest?

Yes ¢

2. TFAA Sec. 611(c). 1If contracts for
construction are to be financed, will they
be lct on a competitive basis to maxinmum
extent practicable?

Yes

3. TFAA Sec. 620(k). If for construction Not applicable
of productive enterprise, will aggregate value

of assistance to be furnished by the U.S.

not excecd $100 million?

* Other Restriction

1. FAA Sec. 122(b). Tf development loaon, Yes
is interest rate at least 22 per annum during
grace period and at least 3Z per annum thereafter?



http:facilities.of

2. TFAA Sec. 301(d). TIf fund is established
solely by U.S. contributions and administered
by an international organization, does Comptrol-

ler Géneral have audit rights?

3. FAA Scc. 620(h). Do arrangnments exist
to insure that lniced States foreign aid is
not used in a manner which, contrary to the
bast interests of the United States,
promotes or assists the foreign aid
projects or activities of the Communist=
bloc countries?

4. FAA Sec. 636(1). Is fivancing not
permitted to be used, without waiver, for
purchase, sale, longterm lease, exchange
or guaranty of motor vehicles manufactured
oucside the U.S.? '

5. Will arrangerants preclude use of fi-
nancing:

a. FAA Scc. 104({). To pay for perfor-
mance of abortions as a method of family
planning or to, sotivate or cocrce persons
to practice abortions; to pay for perfor-
mance of involuntary sterilization as a
method of family planning, or to coerce

or provide financial incentive to any
person to undergo sterilizacion?

b. FAA Sec. 620(g). To compensate owners
f?r expropriated nationalizad property?

c. FAA Sec.' 6%0. To provide training

or advice or provide ony financial support
for police, prisons, or other law enforce-
ment forces, except fo; ndrcotics programs?

d. FTAA Sec. 662, For CIA activities?

e. FY 79 App. Act, Sec. 104; FY 80 App.
.Act See, (504.] To pay pensions, ete.,
for military personnel?

£. I 79 App. Act, Sec. 106; FY 80 App.
Act, Sec. [506.] To pay U.N. assessments?

ANNZX N
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Not applicable

Yes.

Yes.

Yes.

Yes.

Yese.

Yes.

Yes.

Yes.



g. FY 79 App. Act, Sec. 107; FY 80 App.
Act.. Sge. [507.] To carry out provisions
of FAA section 209(d)? (Transfer of FAA
funds to multilateral organizations for

.lending.)

he FTY 79 App. Act, Sec. 112: FY 80 Apyp.
Act Sec, [511.] To finance the export

of nulcear equipment, fuel, or technology
or to train foreign nationalis in nuclegr

ficlds?

i.” FY 79 Anp, Act, Sce., 6O0l; FY ‘80 App.
dct Sec. [515.] 7To be used for publicity
or prupaganda purposes within U.S. not
authorized by Congress?

B R ) R AT 2ot
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Yese

Yese

Yese
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5C(1) - COUNTRY CHECKLIST

Listed bedow are, first, statutory criteria applicable generally to FAA funds, and then criteria

applicable to individual fund sources:

A.

GENERAL_CRITERIA FOR COUNTRY ELIGIBILITY

1. FAA Sec. 116, Can it be demonstrated that
contemplated assistance will directly benefit
the neady? If not, has the Department of
State determined that this government has
engaged in a consistent pattern of gross
violations of intarnationally recognized

human rights?

2. FAA Sec. 481, Has it been determined that
the government of recipient country has failed
to take adequate steps “~ prever® . cotics
drugs and other controlled substa, - (as
defined by the Comprehensive Drug Abuse
Prevention and Control Act of 1970) produced
or processed, in whole or in part, in such
country, or transported through such country,
from being sold i1legally within the juris-
diction of such country to U.S. Government
personnel or their dependents, or from
entering the United States unlawfully?

3. FAA Sec. 620(b). If assistance is to

a government, has the Secretary of State
determined that it is not controlled by the
internatioral Communist movement?

4. FAA Sec. 620{c). If assistance 1s to

govermment, 1s the government ljable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or services
furnished or ordered where ?a) such citizen
has exhausted available legal remedies and
(b) debt is not denfed or contested bv such
government?

§. FAA Sec. szogel(lg. If assistance is to
a govenment, has 1 ncluding goverrment
agencies or subdivisions) taken any action
which has the effect of nationalizing,
expropriating, or otherwisa seizing owner-
ship or control of property of U.S. citizens
or entities Leneficially owned by them with-
out taking steps ¢o discharge its obligations
toward such citizens or entities?

Develcpment Asistance and Economic Support Fund.

Yes

Not applicable

Ne

Yes

Yemen 1s not known to be in violatior
of the requirements of this section.

Yemen is not known to be in violatior
of the requirements of this section.

gy MRITI .

IR .
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6. FAA Sec. 620§azE 620(f); FY 79 App. Act,
Sec. , 14 and &J6. 1Is recipient country
a Ccmmunist country? Will assistance be pro-

vided to the Socialist Republic of Vietnam,
Cambodia, L2os, Cuba, Uganda, Mozambique, or

Angola?

7. FRA Sec. 620§1§. Is recipient country

in ary way involved in {(a) subversion of, or
militiry aggression against, the United States
or any country receiving U.S. assistance, or
(b) tte planning of such subversion or
aggression?

8. FAY Sec, 620 (j). Has the country permitted,
or failed to take adequate measures to prevent,
the damage or destruction, by mob action, of

U.S. property?

9. FAA Sec. 620(1). If the country has failed
to {nStitute the investment guaranty program
for the specific risks of expropriation, incon-
vertibility or confiscation, has the AID
Administrator within the past year considered
denying assistance to such government for this
reason?

10. FAA Sec. 620(0); Fishermen's Protective
leto , as amended, Sec. T country
1.1s seized, or imposed any penalty or sanction
acainst, any U.5. fishing activities in
inrernational waters:

No.
) llo.

3
.
P Yot
(o
S—

a. has any deduction required by the 10,

Fishermen's Protective Act been made?

b. has complete denial of assistance
been considered by AID Administrator?

1. E 620; FY 79 App. Act,Sec. 603.
(a) Is the goverrment of the recipient country
in default for more than 6 months on interest
or principal of any AID loanto the country?
(b} Is country in default exceeding one year
on interes: or principal on U.S. loan under
program for which App. Act appropriates

funds?

12. FAA Sec, 620(s). If contemplated
assistance is Jevelopment loan or from
Economic Support Fund, has the Administrator
taken into account the percentage of the
country's budget which 1s for military

expenditures, the amount of foreign exchange
spent on military equipment and the

lll

12.

H,

prevent tnlb aamant-.
Although specific action weas
not taken by either sids witl
respect to this damage to
U.S. property, ths matter
has been discussed at length
by U.S. and YARG officials.
At present all evidence
indicates that the YARG
would do everything in its
power to prevent such mob
action if it appearsd immineq
again.

An investment guaranty agree]
ment has been concluded with
the YARG COVERING the risks
mentioned.

Not applicable

No.
Mo,

(a)
(b)

Yes, taken into account by
Administrator pursuant to
1980 Report to Congress.

,,r.»,

P s
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amount spent for the purchase of sophisticated
weapons systems? (An affirmative answer may
refer to the record of the annual "Taking Into
Consideration” memo: "Yes, as reported in

annual report on implementation of Sec. 620(s)."
This report is prepared at time of approval by
the Administrator of the Operational Year Budget
and can be the basis for an affirmative answer
during the fiscal year unless significant changes
in circumstances occur.)

13, FAA Sec. 620(t). Has the country severed
diplomatic relations with the United States?

If so, have they been resumed and have new
bilateral assistance agreements been neqotiated
and entered into since such resumption?

14. FAA Sec. 620{u). What {s the payment status
of the country's U.N. obligations?
{s in arrears, were such arrearages taken into
account by the AID Administrator in determining
the current AID Operational Year Budget?

15. FAA Sec. 620A, FY 79 App, Act, Sec. 607. Has
the country grantad sanctuary fTrom prosecution to
any individual or group which has committed an
act of international terrorism?

16. FAA Sec. 6656. Does the country object, on
basis of race, religion, national origin or
sex, to the presence of any officer or employee
of the U.S. there to carry out econemic
development program under FAA?

17. FAA Sec. 669, 670, Has the country, after
August 3, 1377, delivered or received nuclear
enrichment or reprocessing equicment. materials.
or technology, without specified arrangements or
safeguards: Has it detonated a nuclear device
after August 3, 1977, althoush not a "nuclear-
weapon State" under the nonproliferation treaty?

B. FUNDING CRITERIA FOR COUNTRY ELIGIBILLTY

1. Development Assistance Country Criteria

a. FAA Sec. 102(b}(4)., Have criteria been
established and taken into-account to assess
commi tment progress of country in effectively
involving the poor in development, on such
indexes as: (1) increase in agricultural
productivity through small-farm labor intensive
agriculture, (2) reduced infant mortality,

(3) control of population growth, (4) equality
of income distribution, (5? reduction of
unemployment, and (§) increased 1{teracy?

TR
o [I,"‘[;

[f the country

Yemen severed diplomatic relations
with the U.S. in 1967. Relations
have been resumed and new bilateral
aasistance agreements have been
negotiated since resumption.

To AID's knowledge, Yemen's U.Ne.
obligations are fully met.

No.

AID has no knowledge of any such
objection.

No.

While no specific criteria have been
developed to assess commitment and
progress of Yemen in areas mentioned,
the YARG is judged by USAID to be
making adequate progress in all
enumerated areas, given the extreme
obstacles to development posed by
Yemen's social, political and
economic milieu.

J

UL oy
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b. FAA Sec. 104(d){1). If aopropriate, 1s
this deve ccrment linciuaing Sahel) activity designed
to buiid motivatien for smaller families through
modificaticn of econemic and social conditions
suppertive of the desire for large families in
programs such as education in and out of school,
nutrition, disease control, maternal and child
health services, agricultural production, rural
development, and assistance to urban goor?

2. Economic Support Fund Country Criteria

a. FAA Sec. 502B. Has the country engaged
in a consistent pattern of gross violations of
internationally recognized human rights?

b, FAA Sec. 533{b). Will assistance under
the Southern Arrica program be provided to
Mozambique, Angola, Tanzania, or Zambia? If so,
has President determined (and reported to the
Congress) that such assistance will further U.S.
foreian policy interests?

Cc. FAA Sec. 609, If commodities are to be
granted So that sale proceeds will accrue to the
recipient country, have Soecial Actount (counter-
part) arrangements been made?

d. FY 79 App. Act.Sec. 113, Will assistance
be provided for the purpose of aiding directly the
efforts of the govermment of such country to
repress the legitimate rights of the population
of such country contrary to the Universal
Declaration of Fuman Rights?

e. FAA Sec. 6208. Will security supporting
assistance te furnisned to Argentina after
September 30, 1978?

TR
0ot

gt

ML .

Project's chief aim is disease control.
Froject should promote environment irl
which decisicns for small familles are
supported throuzh lower infant mertality

Not applicable

H i i
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