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Alexandria Wastewater Project
 

Major Facilities Constructed - Phase I
 

East Treatment Plant 

West Treatment Plant with Mechanical Sludge Dewatering 

Six (6) new pumping stations 

Sludge Disposal Facilities at Site 9-N 

Improvements to Drains, Sewers, Force Mains and Construction of 

Undercrossings 
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A/170/92 
3 Juli 1992 Alexandria General Organization 

for Sanitary Drainage 
lnFront of 21 Mohammed Shafik 
GhorbalSt.(ArchimedesFormerly) 

El Shatby, Alexandria, A.R.E. 

United States Agency
 
for International Development

9th floor of Cairo Center Building
 
Kasr El Eini Street,
 
Cai ro-A.R.E.
 

Attn :Mr. Henry Bassford. 

Dear Mr. Bassford, 

I am writing you to report that good progress has been made on solving
problemswhich potentially could have delayed theAlexandria Wastewater 
Program and to ask your consideration in helping AGOSD accelerate 
elememts of the program to make up for the lost time. 

The current WA, WCG Contract with USAID assigned WWCG the task of
preparing a general sewage plan for the Western area of the City,what
is identified Alexandria the "Oute West"in as Area. However,
authorization for WWCG to proceed with the task requires of USAID as
well as AGOSD. AGOSD urgently needs the results of this study and
requests USAID approval for WWCG to proceed. I understand that AID's
approval for WWCG to perform the study is not to be interpreted as an
indication that USAID will provide future financing for the design and 
construction of facilities in the Outer West Area. 

It is Government of Egypt policy that a sea outfall be constructed for the
disposal of liquid sewage effluent as an interim measure until land
disposal can beccme a reality. However AGOSD does not have sufficient 
data to evaluate the lenght, direction and cost of an outfall. I am also
concerned that AGOSD does not have sufficient good data cn which to
base other important technical and cost considerations or the rebut the 
comments of critics. Earlier in the program, WWCG was authorized to
award a subcontract to an ,merican specialty firm to perform"sea studies" over a one year weather cycle which would produce the 
information which we need. 

However, USAID later withdrew their approval because of the
cohtroversial nature of the-outfall. USAID approval is forrequested
WWCG to proceed with selecting a subcontractor to perform the sea
studies . with USAID approval, WWCG and AGOSD will perform theprerequisite land based studies on outfall routing. AGOSD understands 
that by agreeing tu finance the studies, USAID does not Imply agreement
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to finance design and construction. 

Designs have been completed for the Central Zone Tunnel and Qabbarlrelief sewers, which will provide service to the Central Area of the Cityincluding the EL GOMROK Area, and for an expansion to the WestTreatment Plant to accommodate the additional flows. Service to thecentral area of the city is urgently needed and these projects could bestarted quickly if USAID ,vouled approve their start and accelerate thefinancing rather than delay until the next phase of the Program.There are also strong economic considerations which support an earlierstart to these projects. Two American Construction Contractors, Fru-Conand Harbert Jones, are presently mobilized and working onAlexandria Wastewater Project. 
the 

One of the two, Harbert Jones, has on site a tunnel boring machine, anapproximately $ 5 m project investment, of the type and size needed toconstruct the Central Zone Tunnel. The other, Fru-Con, is presentlyconstructing the West Treatment Plant facilities which will be expended.Both are scheduled to complete their work and demobilize in the summer
of 1993. 

Significant cost savings,as much as program would 
10%/$ 15 m and time savings to theaccrue if USAID could approve and finance thecompetitive bidding of the central Zone Tunnel and expansion of the WestTreatment Plant contracts before the end of 1992 while these twocontractors are still fully mobilized in the Alexandria area.There are other important advantages to the Westbidding TreatmentPlant expansion in the immediate future which would derive from thesuccessful contractors ability to supply the same ofmake and modelequipment as presently being installed. This would greatly facilitate thetraining of operators and the maintenance of equipment. 

I am confident enough of our progress on the program that I havescheduled a joint Egyptian American Ceremony for "Revolution Day",23 July 1993, to start-up the East and West Treatment Plants. Please markthis date on your Calendar. 

USAID Financial support of the Alexandria Wastewater Program from itsinception is greatly appreciated by the people of Alexandria and we hopethat we will be able to continue your support until our mutual objectiveof improving the(hilth and sanitary conditions throughout the City Isa reality. 

Respectively, - - . 

General Moh. Fard Sewelam 
BEST AVAILABLE DOCUMENT 



UNITED STATES AENCY for INTERNATIONAL OVELOPMENT 

AUG I19~92
 

Generl Eng. .1c".amed Farid Sewailem 
Cha irnan 
AGOSD
 

El Sha?- y, Alexadr....
 

Subject: 	Alexandria Wastewater Project (263-0100)
 
AGOSD Letter A/170/92 of July 5, 1992
 

Dear Chairnan Sewailem:
 

Thank you for ..ur letter of July 5, 1992, requesting AID
 
financing of stv'ies and construction to expand the
 
Alexandria Wastrwater system. As you are aware, the United
 
States has, to z.ate, committed $390 million to the Alexandria
 
w;astewazr pr-ram, of which $333.4 has been already
 
cbligated and thie remaining balance of $1.6 million is
 
expected to be obligated during the U.S. fiscal year 1993.
 

With the first chase of Alexandria's lastewater expansion
 
program drawing to a close, it is understandable that you are
 
now examining flnding alternatives for the next phase. In
 
this connection, USAID is favorably looking towards funding
 
additional activities, including those studies and 
construction projects outlined in your letter. However, it 
is important that we both understand the need for the 
facilities constructed under the program to be efficiently
 
operated and properly maintained throughout their useful
 
life.
 

hile we recognize the importance to the people and economy
 
of Alexandria and Egypt of the second phase of this project,
 
any assistance -.;e could provide would have to be in the 
context of structural and administrative reforms which need 
to address both the issues of cost recovery as well as 
AGOSD'S transformation to an autonomous utility. We know 
that you share ]ur concern on the importance of these two
 
issues.
 

As a first step in addressing these issues, we would need to
 
see an action clan that firstly provides to AGOSD the
 
necessary funding, including foreign exchange, to fully
 
finance Phase I operating costs. Secondly, the action plan
 
would outline a time phased program for achieving the
 
following priority objectives during the next three to five
 
years:
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retention of revenues by ;*GOSD, 

AGCSC's transformation to an autcnc.ous utility. 
fullcost recoery including operation, 

.... e'no, 
 depreciation, from
 
tar iFs, 

Once AGOSD has developed its action plan, USAID would then bePrepared to begin discussions 
on the timing of the specific
reror.s that need tc take place. Once the timing of reforms are agreed to, we could begin preparation of project
dccumntation necessary to 
fund 
future activities. 
 It would
be USAID's intention to commit 
funds for project design only
u on demonstrated GE ccmmiment to carry 
cut the policy
r-form a-cenia. PrC.re-s 
in i.-le.entinu reforms would have 
t 2 csearl'sh.n cricr to USAID financial support of anynew construction activities.
 

As ycu can see :!r. Charan, much remains to be done beforean, commitme: for nd future activities can ben mde.
"'-eproper lcosibl" incluing presidentiall-,crcres, will have to be in place torZ-for.s. As part cf the 
enact a number of the 

present project, USAID, is 
prepared
to finance assistance to 
and 

ACOSD to define the necessary legal,administrative manacerial reforms and develop a time­
phased action plan.
 

.e believe the actions . :en over the next couple of yearswill be critical to 
ensuring that the wastewater facilities
cc-ustructed under the project in Alexandria will be properlyand effectively operated and maintained throughout their 
useful life.
 

Sincerely, 

H.ienry"Bssf~rd--
Mission DirC_--'or 
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- .lexa dria -ener'dOrganisation 

............ .L.. . f'or Sanitary l)railage. 

".r.'; ir 1 Ht[3a.!.gtord , 1iSV.GT1Lrec1or 
,.S. ,.'Ofecy for International Development
 

.-airo Center Buildir(1
 
(23r,.J . Ci', Cairo 

,ra, P.public of EQ'-t 

,.b,.c ,Alexandria ,'astevvater Project (203-0100)
 
United States AID letter of August 10,1992
 

,ear. 2r. Bassford, 

I am i rac :.t of your letter of Augu,,-t 10,1992. I thank for 

ro-;pt an c;nstructive reply to my letter to you dated July 

Sl2 I am encouraned tthat the United States A -,2ncyfor Iunternational 

Ce',,elopinent reccQ2izcs the importance and need for continuation of the 
water polluticri cortrcl prourmn, hiere in Alexandria arnd I am leasc d that 

you are looking favorably on new funding for Alexandria . With the 

li.nancial assistanco of tie U.S. AID ve have made much progress in our 

program aid l look forward to continuing our partnership in 

i,-emnenting the next phase of construction here in Alexandria. 

In this regard, I would like to address two points you raised 

in your letter. First ',ith respect to the need to provide efficient
 

operation and miir;tenancc through tHe 
useful life Of the facilities now 

under constructio;i, pleasu know.v that I concur cutinpletely with your 

philosophy. Sinc:e beccrning Chairman of AGOSD, I have recognized the 

need to increase tlme administrative capacity of AGOSD. 
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,d;.1
 
,,G", ',.a 01-.a tli.:t ion
: So Ale.xantdriat Gelier-al 

.or Saniitrv DraiIaI2. 

1 ya'ein'itiated an internal nianagement trainirig program for rmana gors 

at ,C,.GOSD to teach the skills arid judger ent n2ccssary to mct tile 

challenges of operating the ne-,/ facilities. Also, I received the approval 

of the Covernor of Alexandria for what I have suggested to board of 

a tctL31 rio,v' fee structure for he connection of buildings to 

'he sc,,'ur netv'.ork irAlexandria. In the same time I have recommended 
toth, &cal ccuncil to increase the fees of sonitary drainanu percenlane 

,)n .~', r Uifls for industrial uses to be 5C'v of the value of water 

consui.ption. ,liile these may be small steps, they ore exampIles of tile 

ph iloScph y of thu Chairman of AGOSD. 

Thfie second point has to do w,,ith your reuuct thjt AGOSD 

prepare an action pioan to achieve three policy objectives ol the U.S.AIt. 

Let me first say that I agree to the concept of preparing such an action 

plan. laving agreed to the concept, let me point out that the three 

* objectivesof : 

% retention of revenues by AGOSD 

AGOSU transformation to an autonomous utility 

* full cost recovery includirg operation, 

maintenance ard capital depreciation Iromntariffs; 

require decisions and actions that go beyond the scope of the authority 

of the Chairman of ACOSD. 
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At.\l.x12(Jli, Ge leri l ()It01 ilisatiol 
.... __•_............ 
 fur Saniriry l)r;Iiia,.z~ 

crer fafor act;c-s to be taken in these important areas, cons:ultation 
the Governorate and thle Minister of hlousing and 

," .ie, try, of international cc peration and perhaps other 
i,-t n ,'ij ,rrment of Egypt, wi be required. Further, as 

'ou bolI out in vour letter. there exist th(e "rsibiit v ltint one or more 
pr C- 7 j decr.es ,2 ..cessar to ma e the Policy arid legal 

- im" . 2 : 1 t ," siti,,-s,-: anrJ I t hir that wh1at you are 

t .... -.. , f the o",frrn:merit of Egypl. 

I would re s;., .cTfully request that you draw your attention to 

t-o ;-.-ters. First, you iridicated in ycur letter that:r 2,"-,-, U.S.AID waso li i i 'j ,-,Das -, , er.... .i .ance to ACOSD to dev-lop tlite ele rientS of t ie 

action p!an. I ',voulJ therelore request t hat thle U.S.AID provide wh tever 
finar--ial assistance is possible to assist AGOSD in Ihis el fort.
 
!,.cc.d, I.-,ould se,, 
 your acknoI,'ledgement t at U.S.AID, AGOSD and th1e 
,i''o'ro::: nust f ,yp t 's 'ork closely to ,et her if -;e are going to be 

,uccessful in both th~e development of the action plan and the timed 

p.hasijaa of its im lenentation.
 

Mite I ,ia villing, on 
behalf of ,'GO.D, to take the leadership for the 
'.2velo.,,;:m rt of th. action plan, I vould reccmmend that ve give some 

consideration toa,.,'orking groupof representatives fromnAGOSD, U.S.AID 
Snd ' ;.1i:fr-tr- .? ev!'di t~e(! ,Jevelof'm ert of p r!I ction lan. 
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' -. , -- ' --
- ­

" 
 -, ..--, ,... 

', ,;::: ,,,-_.......... ,\c::indrioK Cii :I )l
OrgoIisaiiunl_o 

fur Sa'':i'irv D)r ill l,e. 

.Ut ', !ai P leased an ur rmrcou roped K' to 
,;:' "quest 5ro 
 cw is'.;,,ra:iorn of funding additional sWudies and 
"r'rootr 
 0 1 in A :.rlTcdria 'waste,,aler project. "uur PloiluS(up)y oi llo
 

........
fcrcpar 
 operation and wraini eiiance of',astov/ater 

v t... .f: Vi;ies i3a p'ios ,ph y 'lic hi rep rc e ,,ts s -rd mr;i aUe:-icn t 

;MS' C ,' "c al co ration w ;aDrj ,,,,v, pu.o 
. l. r,2sc~tlu;v r .... . : ,. 
 that you antd uu r 2't vur C,Coo ly 

c',2'aprcp: -ia,-officials in te o ,'crGo:; ov(rl u ,pt to 

"" ;2uiicis .,Id "'fforms ',which (Jo UeyoI d I'1 L,ulUriy o he 

Cf ,c'Cf ',heC';air n f ,',CO SD. 

2 v.2-.juld if:-o to infcrrn you that phase I ',,ill be rod 'yto u.)orate it) 
::o ;mde of !S93 w/hich eoans tHat we have to lardh !rem low' to 
.)date phase II arid plan for financing phase It uroonly Io sta
 
- : r ri1 .,ld irec t!, afe r p hLa se I e d s i n A uu
;'s fu c to t,I . . 

flejar ds. 

Sincerel 

Chai rman 
AU 3OS ) 
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Alexandria General Organisation 
fur Salikarv )rain-C. 

:,..
 
'"-::zy.: 17CR':TL:A:C;. 

:7 ::. 2 D 


D'/,CM.N 
S ruiidi 

.: _ .
,..: L..,CAIRO 


:1A"LEXAN. ,;A-,,JAT3R PROJECT (263 - 0100) 

'..in Alex. . _rc :rateful to United States of .zmerica Csr its ;el. 
....... 

- . -... -i" 
...' 

r . 
" 

!' eci:.o- y Ia fund.-' to. ;:r the Alcxand-ia v.:;i:c.ater
-''L; _; 2: -17 n' : 

Ici'd S"i r "n" ;-.se "o. 
" -- ;ress to this ;,;,":.s .hn',,n substantial improvements in reduci:: pollution. 

,-:.-Z forward to ;roceed with the studies cf the Seconld 
...........
 cr-

have "ite,-
sstem exa2nsion program to t.n_,;
 

I; ccn:tr:'ctin soon,
 

[ ;,Lsh to 
 1ring to your attention that 2 vital and important clcmerts 
,astcwater!:I '. prcgr.m as a complementary elements to phase No.1 are not yet 

:c.-.d :or immediate constructio:, these are -

S- "Ccntai Zone tunnel .
 

2 E pa:siun 
 of the West treatment plant 

..iese projectS -ere designed scme time ago and are waiting USAID funding
:ustructio:,LO - oar: I Cannot express enough to you the importance of these
.... cT
Lo -'xa ndjr .a . 

Tiey 'will help pollution control program here in Alexandria, improving 
Lhe unviroin ental situation in the central zone . 
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"A..\lexandria G ene rtl OrIanistio:............. 
 fur Sanitary )rainage. 

- 2­

.'.iso I Cant express
L3st'c',~ ~ enough how these 2 elements are ver 7 iMportant~ ~ '' he e: n-coe thhe:'"tverformance of the first phase, they will help
 

--cliei the :erious e er probleas in the central 
zone of the city which is the 
,,t most ,,eavi., • ::opu].ated, and contains the commercial and bsiness 

a C 07. 2:C.. .c. "I:-our letter dated 10, August,1992, requesting

.CSD .:t:2c plan for r 
 ration of ACOSD to an autonomous titiliLv,, retention 

2vCC :J :ur cose recovery including 0. O] M frc triff, 
an.t t-en either implemented or proceeded Such as ­

- y:w fee for connection of buildings to the sewer network 

n Aexandria 

2 - Increase the fees of Sanitary Drainage percentage on water bills 
tor industrial and Commercia 
 uses to 
be 50% instead of 20%
 

3 - Initiated tin internal management training prog;ram for Managers 

at ACGSD . 

A:'ain I wish to express the gratitude of Alexandria CLtizens to the 
S. erian People for their kind help and I hope that you will consider financing
 
tli ,start of the construction of 
 these final elements of the first phase of the 
.aste,ater projects as soon as possible . 

With Regards,
 

Sincerely, \
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... .--... . ...or S nit i raO i na 

'.," t-.:: er ie2 ar'.j:_ ""- .... .. r jec 

crc: ....- . O 

p. a 

i~~~~~ r yoC)u 0: t-,'7, '0*st ;,o-:Sat you reques!--:- in your letter of 10 
1-.:92. 1e D 0,-j orr r , ess to 'ou HIfstveal spc-c area,,is. 

7Mas, :olc -.to3 rcpor: :oyc,:* te LolCcun-;! 'or the Governorate of 
.'0;~a~diahas giv.en is1 final aIPProval to my proposal for a more comprehensive
:aaduoil fees for re,., connections to the AGOSD .v'astowater collection 

m Collection.....ofI. tese fees has begun. Please be dised these fees are
: retained for C0SID use and are in addition to the .. a.evatr llefunds alreadycprovidedtio 

for AGoSn opera, .e .. nion. 

cc,ave had s ! *tieings sith 11r. Pedgham and his staff at VV'eCG
or:.cerning the de'.' oprnent of an industrial discharge control and monitoring 

m. hav'e s:ed ',,"/C2 to assist me in developing a detailed proposal for ,,creosna fees and surcharges for industrial .astes. This cost recovery
mechanism could provide as m.iuch as thirt, percent of the total AGOSD operating
costs. This proposal w,.iil be deve!ooed and presented to the Local Council forconsideration. BEST AVA IIL S tAQf, 
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/, 
 . Ale ri (-;cner:i Organisation_.~ ' ..- E-for Sanitary Druina-e.
 

..... e :o " ,.. &m er ,n :,-.e ."stu ai SuD ort T. cx a , s3 .c element 
-. C... 2C22t cscjshu S zhe0 _PrC Z:m '..'trz.n Jan eIv,oe: :e co-eo,,7.-,t'7S-S; .ca ,. rakel .xnen 

.*. ;,ero in Au :. '.','must -eg:n t program L5 soon as possible. I 

.:,c;rs::d at ID 2-ro r0as Z .v'Cd asproxima 9 nvi on for a similar 
.r.. . D.a'". .. .a"'CC. a:Ou ..' it' 2 ent funding for a3 m-.. a p'ocgrC m a-r ax".d. ;a 

_. 
 C, h. ::-3,2n..P:'CS ,',ill'.i 
.;..' , ' st:~ f "s d~.v 2, "nis :an. I am -' : .:2,v of thiseelopment 

-,, My ,n r;,' F.: r-' !ndthat "ODCeiro co "Iesame. 

.s ,.ou can see, I am ta-er to make croaress ,with our common objectives for 
';., "o to '.'.or. tovward tnese objecz;ves. am m ost interested in 

g o.u.r com....
 ,,tments for the Phase II funding for the A;exandria 'Natewater 

P- cog.z M 

, -'. ou ;or your supporz arna atte !::n to this matter. 

Cn. Eng. t.*ohamod Farid Sev,aim 
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, [ '*1 ) I: C 

-..... .'u .": ''- , ,',}2 Votr9?e :neerning US,3ID 

cnzZzuo-:cnC CC Z" tco e:.:ana 	 A .ex. wastewa:er system (.:H.2) 

.- . t constructedtjes 	 under
 
.ncay uoerau a:v- .. j 
za::ained 	th--oughout
 

....I C . the i a an 
.. r atiI:' aint :."ane a;at er and 

2 - -- -- - - e* e x Z; _ f 

- :e C :en anaauU ohs u ty 

. .:asseszenteof thle 
 runnin 
 tar'if and tstablhin 
.-r'ae sector coaanes to ca.'ry out t!- responsibility of 

m-in . .se Zervices on economic bases. 

- _c.n forward to the tr nsfora iOn of all the 
cZ:' i n s t' autonomous ut' "es i::oliding .WSD in order to 

7 _.'-vn c)sZ on_ reco-er-. the whole Sector 

'Ias.: you "- nassord for %.,ourcooneration and wIll be very 
'C%- -e -. or... 'th y w.. few days or more 

-- 3,ns cf th subject 

.k-	 AS S uEL F AW 

."" ' A;' N J E-ng. :-:ASSAEA 2.£ nA','I 

Minister of Developement 
New coamunities, Housing 

and public Utilities 
- .... u~c . 

. 

* n"Zrs:Z....ec= 	 ,) It: C .r 	 Cnr.
.. :os 
 -'-' --- :n ... 
nrtei state s e for :nt r-a t ona. 

CeveCocment - Cairo 
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INTRODUCTION 

The United States Government, through the United States Agency for International 

Development (USAID), has made a significant financial commitment over the past decade 

to the construction of wastewater facilities in the Arab Republic of Egypt. Included in this 

commitment has been the construction of new facilities in Alexandria. To date, the 

Alexandria Wastewater Project represents a $ 38? million program. 

In planning for future funding in the water/wastewater sector in Egypt, the AID 

mission in Cairo (AID/Cairo) is developing a coherent and rational approach for reforms 

in the sector by the Government of Egypt (GOE). It is clear that in order to protect the 

capital investment made in facilities over the past decade as well as to protect the future 

capital investment changes are required in the institutional relationships between 

organizations of the central government and the operating entities within Egypt. 

In this regard, AID/Cairo asked WWCG to provide a utility management expert, on 

a TDY assignment basis, to provide a preliminary analysis of the institutional reform 

requirements at the Alexandria General Organization for Sanitary Drainage (AGOSD), the 

operating entity for the Alexandria wastewater facilities. Further, AID/Cairo requested that 

WWCG recommend specific milestones for institutional reform that could be utilized by 

AID/Cairo in their discussions with the GOE regarding future project agreements in the 
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INTRODUCTION 

The United States Government, through the United States Agency for 

International Development (USAID), has made a significant financial commitment over 

the past decade to the construction of wastewater facilities in the Arab Republic of 

Egypt. Included in this commitment has been the construction of new facilities in 

Alexandria. To date, the Alexandria Wastewater Project represents a $ 389 million 

program. 

In planning for future funding in the water/wastewater sector in Egypt. the AID 

mission in Cairo (AID/Cairo) is developing a coherent and rational approach for 

reforms in the sector by the Government of Egypt (GOE). It is clear that in order to 

protect the capital investment made in facilities over the past decade as well as to 

protect the future capital investment changes are required in the institutional 

relationships between organizations of the central government and the operating 

entities within Egypt. 

In this regard, AID/Cairo asked WWCG to provide a utility management expert, 

on a TDY assignment basis, to provide a preliminary analysis of the institutional reform 

requirements at the Alexandria General Organization for Sanitary Drainage (AGOSD), 

the operating entity for the Alexandria wastewater facilities. Further, AID/Cairo 

requested that WWCG recommend specific milestones for institutional reform that 

could be utilized by AID/Cairo in their discussions with the GOE regarding future 
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sector. 

In order to 	accomplish these objectives, Eric R Jankel travelled to Alexandria, 
Egypt and was in-country for the period 13 June to 17 July, 1992. During this period he 
receivea the direct suppoit of the WWCG staff including Mr. William Durham, Project 
Director, Mr. Hank Padgham, Project Director-designate, Mr. George Kinias, O&M 
Director, Mr Ibrahim Elsammak, Admiral Fahmy and the entire support staff of WWCG. 

WWCG is aware that AID/Cairo is studying options and alternative approaches for 
dealing with the GOE on water/wastewater sector reform on a countrywide basis. WWCG 
has confined its analysis to the current institutional requirements of AGOSD within the 
current constraints and system provided by the GOE. WWCG believes that there is 
nothing inierently inconsistent 	with its recommendations for AGOSD and AID/Cairo
 
objectives for sector reform. 
 If additional information is provided to WWCG these 
recommendations could be updated and/or revised to bring a reform program at AGOSD 

more closely into line with the sectorwide program. 

The Alexandria Wastewater Project consists of many discrete elements which, 
when taken together, are designed to eliminate ponding and flooding of wastewater 

throughout the City, reduce and eliminate the discharge of untreated wastewater to the 
beaches, provide basic treatment and safe disposal of effluent and provide the necessary 
facilities and systems to support a modern and efficient wastewater system to serve the 

WiCG - AGOSD 	Milestones June/July 1992 
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people of Alexandria. 

Major facilities constructed with AID funding that are completed and/or are nearing 

completion include: 

* East Treatment Plant
 

* 
 West Treatment Plant (w/mechanical sludge dewatering)
 

* 
 Six (6) new pumping stations
 

* 
 Sludge disposal facilities at Site 9-N 

* Improvements to drains, sewers, force mains and construction of 

undercrossings 

In addition, considerable effort has been expended over the past two years in 
providing assistance to AGOSD in the area of operations and maintenance (O&M) for the 
facilities. This includes the training of AGOSD personnel, development of technical 
documents and manuals in both English and Arabic and other activities to transfer the 
necessary skills and knowledge of facility operations to the appropriate host agency 

personnel. 

Phase IIof the Alexandria Wastewater Project will consist of complementary capital 
improvement to facilities in the Alexandria wastewater system. Projects under 
consideration include an outfall to the Mediterranean Sea, a +unnel collection system for 
the Central Zone and expansion of treatment capacity within the system. 
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This report is divided into four principal sections; pricing, autonomy, financial 

structure and personnel. Each section represents a separate and u~screet area of activity 

with regard to institutional reform at AGOSD. Each of the four sections is organized with 

the 1) an evaluation, 2) the basic requirements for reform, 3) recommendations and 4) 

implementation of the recommendations. Each section includes an appropriate milestone 

table. Each table is supported with a one-page detailed description of the milestone steps 

required to make the recommended reforms at AGOSD. 

Section I. PRICING 

There are two separate and distinct issues associated with the topic of pricing. The 

first issue has to do with economics, the second issue has to do with finances and 

revenue. The economic issue involves the pricing of water and wastewater services on 

a national or sector level. Economists argue that under the current system of national 

subsidization of water and wastewater in Egypt there can be no rational economic 

decisions on allocation of water resources across all the competing uses within the 

country. Economists are urging the GOE to reduce subsidies, a::ow the cost of water 

(including the wastewater component) for urban and agricultural uses to increase to their 

level of real economic value and thereby allow the market to establish an allocation 
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between agricultural and urban uses of the resource. 

The financial issue of pricing has to do with the generation of sufficient revenues 

on the utility company level to provide for the proper management and operations of the 

utility facilities. In this case the issue is more narrowly defined to determine if the rates 

being charged for wastewater service are sufficient to cover all operating, maintenance 

and replacement costs of the utility. Of course, sound pricing at the utility level is not 
inconsistent with reforms in pricing at the national or sector level. For the purposes of this 

report, pricing will refer solely to financial aspect of the issue, that is the matter of 

revenue generation at the operating utility level. 

1. Evaluation 

It appears that the AGOSD currently operates without sufficient funds to 
adequately operate and maintain the facilities which are now under its control. (The 

facilities are described in detail above in the Introduction section.) 

Without sufficient revenues AGOSD will be unable to purchase spare parts, 

equipment, lubricants, tools and other items necessary to maintain and repair the physical 
plant. Therefore providing an adequate revenue base must be an essential component 

of the Alexander Wastewater Project. Without significant change in the revenue stream 
allocated to AGOSD, as well as the mechanisms utilized to generate those additional 

revenues, AGOSD will not be able to provide proper and acceptable operations 2nd 
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maintenance of the facilities now scheduled for start-up on 23 July 1993. 

Under Article 8 of Presidential Decree No. 363/1979 the AGOSD financial 

resources are composed of the following: 

1. Revenues resulting from its activities 

2. All the estimated funds of the State Budget 

3. The donations and contributions that the Board of Directors accepts 

4. The loans that are signed within the limits of the law. 

At the current time the AGOSD does not have a "dedicated revenue stream". That 

is, it does not set its own rates, collect and control its own funds and have independent 

control over allocating its financial resources. 

The AGOSD submits an annual budget request to the Ministry of Finance (MOF). 

The fiscal year for the GOE and me AGOSD are July 1 to June 30. After the budget 

approval cycle for the GOE, including approval of the Prime Minister, the People's 

Assembly and the signature of the President, is completed. AGOSD gets an allocation 

from the MOF. AGOSD receives an allocation of less than 100% of its estimated financial 

needs. 

The Alexandria Water Authority is authorized to charge a surcharge on the water 

rates for wastewater service. At the current time the surcharge is 20%. The funds 

collected by this surcharge go to the Ministry of Finance. The Minister of the MHPU, and 

its Central Committee on Public Utilities, must authorize increases in the tariffs and 
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surcharges. After the most recent 	authorization for an increase, the Governorate of 

Alexandria did not concur with an increase in the local surcharge rate. 

2. 	Requirements 

The management and effective operation and maintenance of .-modern 

wastewater utility requires a dedicated revenue stream 	and a level of revenue sufficient 

to meet the operations, maintenance and replacement costs for the utility operation. In 

order for AGOSD to meet these two objectives, there must be reforms and changes in 

legal authorities and structure of the organization. (See Section II) 

Pricing requirements of a self-sustaining utility can be generically defined as 

follows: 

Rates 	 and tariffs set to recover 100% of the total utility operating, 

maintenance and replacement costs without any subsidy or contribution 

from an external source. Conversely, there should be no revenues diverted 

to external agencies or entities. 

Rates should be set Lised upon the concept of "marginal" or "average" cost 

pricing. Because wastewater service is a "natural monopoly" rates should 

be set in accord with accepted economic principles. 

Tariffs should be designed with a classification of users. Ideally, revenues 

should be recovered from each class of users in proportion to the costs of 

collecting and treating the wastes generated from the respective class. 

WWCcG . A(;OSD Milestones - June July 1992 
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In order to meet the requirements of a dedicated revenue stream there must be 

structural reforms consistent with those outlined in Section II - Autonomy of this report. 

In order to meet the sufficiency requirements, certain steps can be taken immediately. 

3. 	Recommendation 

The GOE, AGOSD and the Governorate should immediately begin a systematic 

and planned program to document revenue requirements, increase revenues and provide 

full-funding to AGOSD thereby implementing a plan to transition AGOSD from a GOE 

revenue-dependent entity to a revenue self-sufficient utility. 

4. Implementation 

The program to make the transition must be carefully developed and must balance 

a sensitivity to the reality and implications of "rate-shock" with the absolute need to 

generate sufficient revenues to meet the expenses of the organization. 

The plan should be carried out in measured milestone steps. The recommended 

action steps are detailed in the following pages. Table 1. represents a summary of the 

milestone steps. 
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Milestone: TABLE 1-A PRICING - IMMEDIATE ACTIONS 

I.A. 

1.B. 

1.C. 

Pefinition 

Determination of Need 

Full Funding 

Increase Surcharge 

Description 

AGOSD to determine the costs for operating the AIl)-funded facilities. 
WWCG to provide technical assistance to AGOSD to derive the 
determination of need. 

GOE, through the Prime Minister and the Ministry of Finance, to commit 
to provide full funding to AGOSD for the operating costs identified in 
1.A. above for the budget year beginning July 1,1993. 

The existing wastewater surcharge will be increased by the Government 
of Egypt and the Governorate to raise new revenues. The new revenue 
will be used to meet the costs identified in I.A. and meet thecommitment to full funding from 1.B. above. 

Time to Implement 

[Date Certaini Proof of Complianc, 

Report documenting 
lOc. 19921 AGOSD costs for AID­

funded facilities 

Prime Minister & 
[Jan. 1993J Decree from the 

Minister of Finance 

Surcharge increased 
[July 19931 and billed by Alex. 

Water Authority 

Mlilestone: 
TABLE 1-B PRICING - AUTONOMY ACTIONS 

1.1). 

i.E. 

Definition 

Tariff Design 

Tariff Adopted 

Description 

The GOE and AGOSD develop tariffs for the new AGOSI) which are 
designed to cover 100% of the costs of the new organization, including
the operations, maintenance and replacement costs of the facilities. The 
costs to be recovered from the tariff will be documented in a revenue 
requirement study (see Table 1-C). 

The Board of Directors of the new utility adopts its own tariff schedule,
from I.D. above and functions as a self-sufficient utility company. 

Time to Implement 
Decree/Full Imp 

Proof of Compliancc 

Recommended Tariff 
30 months Schedule 

36 months Resolution of the Board 
of Directors and 

publication of the tariff 
schedule 

WWCG - AGOSD AMilestone: 
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TABLE 1-C PRICING - ADDITIONAL REQUIREMENTS 

Definition 

AR-I Revenue Requirement Analysis 

Description 

A detailed study and documentation of all costs associated with the new AGOSD, 
including the management of the entity, the operations, maintenance andreplacement costs of the AID-funded facilities, non AID-funded facilities and allindirect costs now absorbed by [he GOE. WWCG to provide technical assistance to 
AGOSD in developing the revenue requirement. 

Time to Implement 

12 to 18 months 

AR-2 Revenue Proof After the new utility has implemented new tariffs tor wastewater service, periodic
compliance audits should be conducted to provide proof that the tariffs aregenerating sufficient revenues to sustain operations of the entity. 

I.E. + 6 months 

+ 12 months 
+ 18 months 

AR-3 Periodic Cost and Tariff Review The new utility should review its revenue requirements 
make adjustments to the tariffs, as required. 

on a periodic basis and L.E + 36 months 
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Milestone: Pricing 

1. A. Determination of Need
 

AGOSD must determine 
 its revenue needs for the AID-funded facilities. Preliminary 
estimates have been developed by WWCG, however the preliminary figures must be reviewed 
in detail with AGOSD and each category of cost must be confirmed. These cost categories 
include labor costs, electricity costs, chemical costs and other costs associated with the operations 

of the facilities. 

This is a critical first step in the process of developing a self-sufficient utility company. 
Due to the nature of the GOE budget process, in addition to the direct subsidy provided to 
AGOSD through the GOE budget, there are areas where the central govemment subsidizes the 
true cost of providing the wastewater service in Alexandria. An example of this is in the area of 
electricity where the electricity charges are subsidized by the central government. 

Once the initial determination of financial for need for AGOSD is made, AGOSD can 
begin discussion with the GOE on alternatives to meet that need. 

Time to Implement: 3 months 

WWCG is prepared to provide technical assistance to AGOSD in developing the 
determination of need. 

Proof of Compliance 

Report detailing and documenting the financial need of AGOSD for proper 
operations and maintenance of the AID-funded facilities. 
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Milestone: Pricing 

1. B. Full Funding
 
There must be a Presidential decree directing that the GOE provide 
 "full funding" to 

AGOSD. Under the current structure, pursuant to the authority of the Ministry of Housing and 
it's High Committee on Utilities, there is an authorization level allowed for surcharges to be 
assessed on water bills for the purpose of generating revenue for vastewater services. The 
Governor of Alexandria must authorize the implementation of the higher surcharge level in the 
Governorate. The surcharge for wastewater service is now 20% of the vater bill. While AGOSD 
has other sources of revenue, such as connection fees, its primary source of revenue is the 
allocation from the GOE through the annual budget process. 

Before any additional increases in the wastewater surcharge will have any material effect 
on the operations of the AGOSD, there must be a commitment from the GOE that will provide 
full funding for the AID-funded facilities under the control of AGOSD. This commitment must 
:ome from a Presidential decree. 

Time to Implement 6 months
 

Proof of Compliance
 

* A Presidential decree will demonstrate compliance with the action proposed. 
• The budget allocation from the Ministn of Finance to the AGOSD for the fiscal 

year beginning July 1, 1993 will demonstrate whether or not the MOF has 
complied with the decree. (Cross-check by reviewing the allocation with the 

AGOSD.) 
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Milestone: Pricing 

1. C. Increase Surcharge 

The Minister of HPU and the Governor of Alexandria must raise the wastewater surcharge 
to a level estimated to be sufficient to meet the operation and maintenance requirements of the 
AID-funded facilities. This includes the facilities which are now scheduled to become operational 

on 23 July 1993.
 

As of this time there are only preliminary estimates as to the revenue required 
 to 
adequately operate the new facilities. A recent review bv WWCG suggests that LE 10 million 
is required, however the assumptions regarding labor costs, electricity costs, etc. have not yet 
been confirmed by AGOSD. It is important that the MHPU, the Governorate and AGOSD 
confront the necessity of increasing tariffs in accordance with new operational requirements. 

Time to Implement: 12 months 

It is anticipated that it will take up to twelve months for AGOSD, the Governorate and 
the Ministry to sort through their internal concerns and discussions and make any necessary 
changes in the Ministry surcharge authorization level and the corresponding approval from the 

Governorate. 

Proof of Compliance
 

Issuance of a revised tariff with 
 the appropriate wastewater surcharge will 
demonstrate compliance to the milestone action. 
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Milestone: Pricing 

1. D. Tariff Design 

Based upon the documentation provided in revenuethe requirement report documented 
in AR-I (see table I.C), a tariff schedule can be designed that reflects more closely the actual 
costs for collecting and treating the wastewater in the AGOSD service area. The transition from 
an across-the-board water service surcharge to a fee-for-service based tariff is a major step in 
assunng the users of the wastewater equity in the fee structure. 

Generally the taiffs are designed with separate classifications of users: residential. 
commercial and industrial. The objective of the tariff design would be to reduce and/or eliminate 
any inter-class subsidization that may' be occurring in the more simplistic across-the-board watcr 
surcharge method. While inter-class and/or direct subsidization mav be unavoidable, as a matter 

of policy the extent of subsidy requirements should be identifiable.
 
The objective should be 
 to have the tariff design issues resolved so that the Board of 

Directors to the new AGOSD could adopt the new tariff schedules at the commencement of 
operations of the new entity. The billing of fees under the new tariffs would then begin with the 
Alexandria Water Authority acting as the billing/collection agent.
 

Time to Implement: AR-i 
 + 12 months (30 months cumulative) 

Proof of Compliance: 

A tariff schedule recommended by the GOE which: 

o covers all operation, maintenance and replacement costs 

o is based upon the concept of a self-sustaining utility company 

o satisfies the total requirement documented in I.C. 
would provide proof of compliance with this milestone action. 
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Milestone: Pricing 

1. E. Tariffs Adopted 

The Board of Directors of the new AGOSD organization must adopt tariffs that will fulfill 
all the requirements of the operating utility company. 

Time to Implement: 1. C. + 18 months (36 months cumulative) 

Proof of Compliance:
 

Resolution of the Board 
 of Directors of the new AGOSD adopting the 
recommended tariff schedule, and 
Registration of the new tariff schedules at the office of the Registry in Alexandria 
will demonstrate compliance with this milestone action. 
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Milestone: Pricing 

AR-I Revenue Requirement 

The development of financially sound tariffs requires that a comprehensive revenue 
requirement study be completed. A revenue requirement study will document and project the 
revenues needs of the operating utility. The study provides a detailed review of operating, 
administrative and management costs for the total utility. The study documents actual costs and 
current prices for items such as labor rates, electricity costs, chemical costs, costs for 
consumable; spare parts, lubricants and tools, etc. Once documented, the costs can be projected 

into the future accounting for inflation and other economic factors. 

This type of study is essential for the sound financial planning of the utility company. It 
is also a key input into the development of fair and equitable tariffs. The study shall be 
performed utilizing the methodology described in the American Water Works Association Manual 
of Practice M-I and M-35, or comparable methodologies developed and published by the Water 

Environment Federation. 

Time to Implement: 12 to 18 months 

The first comprehensive revenue requirement study is the most difficult because of the 
lack of financial data from prior operating periods. In the ca: e oi Alexandria, the lack of data 
problem is compounded due to the lack an adequate utility-based chart of accounts. The study 
will have to examine each element of the current operations, as well as the operations projected 
with the start-up of the new facilities. It will also have to document all other costs of the AGOSD 

operation to establish the overall organizational costs. 

Proof of Compliance 

The completed revenue requirement report will provide proof of compliance with 

this milestone action. 
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Milestone: Pricing 

AR-2 Revenue Proof 

In order to establish that the tariff schedules adopted by the Board of Directors of the r, W 
utility company (1.F.) are raising sufficient revenues to meet the operating requirements of the 
utility company (1.C.), periodic audits by an independent financial accounting firm should be 
conducted. These periodic audits would not be a full audit of expenditures of the entity, but 
would be a limited audit for the purpose of confirming that the tariffs are generating sufficient 
revenue. In the regulated utility industry in the U.S.A. these would be considered "compliance 
audits". 

It is recommended that four of these limited audits be completed on six month cycles in 
the first two years after implementation of the new tariffs. It is important to do them frequently
in the early stages after implementation so that corrections and/or adjustments can be made in 
the tariff schedules. Corrections and adjustments are generally required after the first-time 
implementation of multi-class tariff schedules. 

Time to Implement: I.F. + 6 months (42 months cumulative) 

+ 12 months (48 months cumulative) 

+ 18 months (54 months cumulative) 

+ 24 months (60 months cumulative)
 
Proof of Compliance:
 

Certified audit reports from an 
independent audit firm will demonstrate proof of 
compliance with this milestone action. 
Monitoring of the new AGOSD Board 	of Directors will be required to establish 
that the Board 	has made any and all required corrections/adjustments to the tariff 
schedules. 
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Milestone: Pricing 

AR-3 	 Periodic Cost and Tariff Review 

All utility companies should conduct a periodic review of their revenue requirements and 
their tariff designs to insure adequate and prudent financial planning. Over time imbalances can 
occur within the costs of providing the service and changes occur in the 	type and nature of the 
customer base being 	served by the utility. In the case of regulated utilities, increasing costs 
usually trigger a filing seeking an increase, or change, in rates from the regulating body. 

In the case of self-regulating utilities, it is even more important that periodic review is 
scheduled. A three year cycle isadequate to insure that increasing costs are being adequately and 
equitably incorporated into the tariffs. 

A full revenue requirement study (cost of service study) should be completed utilizing the 
study 	completed for milestone 1.C. as the analytical basis. After the new revenue requirement 
is established then the tariff schedules should be reviewed and any adjustments in the tariff 
design should be incorporated. 

Time 	to Implement: 1. F. + 36 months (72 months cumulative) 

+ 72 months (108 months cumulative) 

Proof of Compliance: 

* 	 A revenue requirement study completed by a competent outside firm with 
recommendations for adjustments in tariff design would be required to serve as 
proof of compliance of this milestone action. 
Action by the Board of D)irectors to implement adjustments in the tariff design 
would provide proof of compliance of this milestone action. 
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Section II. AUTONOMY 

1. Evaluation 

AGOSD is currently organized under Presidential Decree No. 363 of 1979, signed on 21 

August 1979. At that time the AGOSD was established to assume certain responsibilities of the 
General Organization for Sewerage and Sanitary Drainage (GOSSD) as well as takeover the 
physical sanitation facilities and the employees of those facilities from the Governorate of 
Alexandria. The decree establishes AGOSD under generic legislation concerning "general 

organizations" and imposes several other specific limitations on the independence and autonomy 

of the organization. Specifically, the limitations are: 

Article 1- The AGOSD should "follow" the Governor of Alexandria and shall abide by 

laws applied to the general organizations. 

Article 10 - The AGOSD budget is subject to the rules of the State General Budget. 

Article 11 - The accounts of the AGOSD are subject to the rules, laws and decisions of 

the GOE. 

Article 12 - The rules 	of the civil service system of the GOE are to be appl: d on all 

AGOSD staff. 

Article 13 - All employees working at the Alexandria facilities were transferred to 

AGOSD at their pre-existing grades as set forth by the Central Organization for Discipline 

and Administration and the Ministry of Finance as well as funds from the 	GOSSD being 
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allocated to AGOSD subject to the approval of the Minister of Finance and the Minister 

of Housing.
 

The real effects of these institutional/organizational limitations can be seen 
in the critical 

areas of budget/finance and personnel. Under its current status AGOSD prepares an annual 

budget and submits same to the Ministry of Finance. The Ministry of Finance reviews the budget, 

together with all other GOE budget submittal and makes its recommendation to the Prime 

Minister. The Prime Minister submits his budget request to the People's Assembly. After due 

consideration a budget is approved by the People's Assembly and signed by the President. 

Subsequent to the signature of the President, the Ministry of Finance makes an al!ocation to the 

AGOSD. This is usually after the fiscal year has started. 

Generally, the AGOSD receives approximately 50% of what it deems necessary for the 

operations and maintenance of those facilities over which it now has operational control. The 

facilities include new pumping stations financed with AID funds, older pumping stations and 

collector sewers. The East and West Treatment Plants are under construction and scheduled for 

start-up on 23 July 1993. 

'ihe essential point here is that, while the AGOSD is charged with the responsibility for 

operating these facilities, it is not the final authority on how the funds should be spent to carry­

out that mission. The final authority on this important matter is in the hands of individuals in 

Cairo who are removed in time and distance from the day-to-day demands of the task at hand. 

In the area of personnel, AGOSD operates within the personal and civil service rules of 

the Government of Egypt. Effectively, this means that those in charge at AGOSD have little or 
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no say in the administration of a personnel system for their agency. Issues of promotion, 
grievance and other employment disputes are decided by individuals in Cairo, administering a 
government-wide civil service system which does not reflect the special needs of a local 
wastewater authority. The process is time consuming, cumbersome and if AGOSD operated as 
a utility company this authority would be vested in the management of the utility company. 

2. Requirements
 

The management and effective operation 
 and maintenance of modem wastewater 
collection and treatment facilities requires an organization which has sufficient independence, or 
autonomy, to meet the day-to-day demands of the equipment, technology and personnel required 
to provide adequate treatment of municipal and industrial wastes. Treatment plants utilize large 
civil structures (tanks and underground pipes), specialized mechanical/electrical equipment 
(numerous pumps and motors), expensive chemical additives (polymers and disinfectants) and 
human labor to remove conventional pollutants from the waste stream. Modern plants, as opposed 
to plants designed and constructed 20 - 30 years ago, rely on more sophisticated equipment, new 
computer-based control technologies and new, more efficient but more expensive, chemical 
additives that require special care in handling and storage. This new generation of wastewater 
treatment plants have dramatically improved treatment efficiency and have been the single 
greatest factor in improvement to water quality in the communities in which they have been 

constructed. 

In order to meet the challenge of operating these new facilities, those responsible for the 
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management of the facilities are expected to achieve a higher standard. They face the dual task 

of operating, maintaining and managing more physical plant as well as meeting the demands of 

more complicated processes and process control technologies. As a result of the increase in the 

treatment efficiency of these facilities, those responsible are held to a higher standard in 

performance of the systems under their cortrol. This higher standard of accountability and 

responsibility requires more latitude and discretion it, the myriad of decisions that must be made 

in a given day, week or month by the responsible managers. 

AGOSD, under its current institutional limitations, will not be able to successfully sustain 

the adequate operation and maintenance of the facilities now scheduled to start-up on 23 July 

1993. AGOSD is generally comprised of technically-trained individuals who operate in an 

organization, which in-turn operates within a system, which can not provide the necessary breadth 

of legal authority and discretion to those in responsible-charge to act within the time requirements 

necessary. These individuals require additional skills to assume the responsibilities of managing 

the new facilities that will become effective on 23 July 1993. Further, the financial controls, 

)rocurement and personnel systems necessary to support a responsive and responsible 

nanagement structure do not exist. 

The AGOSD, or its successor organization, must be granted legal and political autonomy 

o provide a responsible and economically efficient system of management for the facilities under 

ts jurisdiction. Of course, it must simultaneously be held publicly accountable for meeting higher 

tandards of treatment efficiency in the facilities operation and maintenance. 

Autonomy for an organization can be generically defined as follows: 
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Ability to set, decide and act cn policies, procedures and personnel 

(within a charter) without the specific approval of an outside 

person or agency. 

Ability to raise and spend revenues, i.e. budget money and make 

expenditures, without the specific approval of an outside person or agency. 

(Revenues, expenditures and procedures subject to periodic independent 

audit) 

Ability to establish and enforce technical standards governing the quantity 

and quality of waste discharged to the sewers within the jurisdiction of the 

agency without the specific approval of an outside person or agency. 

3. Recommendation 

There are a number of options that can be considered in developing a new, autonomous 
agency for managing the wastewater function in Alexandria. For the purposes of this report we 
have focused on one model which we feel incorporates the elements and requirements of an 

independent utility company in its most pure form. 

There are variations and adjustments that can be made to this model. We recommend this model 
for consideration by AID/Cairo because it merges the concepts of the general organization of the 
existing AGOSD organization with the features of efficiency of the private company law already 
accepted in Egypt to provide a new, hybrid entity which can function as an independent utility 

company. 
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The new entity would be created as a non-profit, tax-exempt (corporate income and sales 

tax), public corporation charged by Presidential Decree and the People's Assembly with specific 

powers and authorities necessary to carry-out the effective management of a modem wastewater 

utility system. These general powers would include the authority to plan, design, construct 

operate and maintain the public sanitation facilities within the Governorate of Alexandria. 

Since there appears to be no comparable model for such an organization within Egypt, 

the recommendations herein outlines a new type of organization structured around the legal 

concepts applied to private corporations in Egypt. As there is no private equity or "shareholders" 

in the public corporation, the issues of ownership and liability, which distinguish the "Joint Stock 

Company" type of corporation and the "Limited Liability Company" type of corporation, become 

virtually irrelevant. This private company structure would provide a transition to privatization of 

the company should reforms in the sector by the Government of Egypt lead to an economically 

viable privatization of the sector. 

The liability of the Directors of the new entity should be dealt with by a provision that 

organization shall indemnify them from all errors and omissions made while acting in good faith, 

in their official capacity as a Director. There would be no such indemnification for criminal 

activity or willful negligence. 

The corporation should function more like a business than a traditional governmental 

agency. As such it should be subject to the appropriate business laws of Egypt. Specifically, the 

laws that would apply to the new entity are the Commercial Code, the Civil Code and relevant 

portions of the company law, Law No. 159 of 1981. 

WWCG - AGOSD Milestones - JunelJuly 1992
 
Page - 24
 



Final Draft. For Review and Comment - 19 October 1992 
Very simply, the new entity would be organized and operated as a private corporation 

under the existing laws of Egypt, except that there would be no equity, shareholders or profit. 

Legal Structure
 

In order for a successor organization to function 
 with autonomy it must have the 

following characteristics: 

Legal Capacity - The entity must be able to enter into binding obligations in its own name 

and all its actions are deemed to have legal con..equence under Egyptian laws. This allows the 
entity to enter into contracts without the approval or countersignature of any outside 

governmental agency or person.
 

Legal Entity - Sue and Be Sued 
- The entity can initiate legal actions in its own name (as 

distinguished from the Governorate or the GOE/MHPU) in the appropriate court, and legal 
actions can be brought against it by aggrieved parties in the appropriate court. This assures that 

the terms of all contracts can be enforced by the parties against one another on the merits of the 

case without the interference or intervention of any outside governmental agency or person. 

Legal Domicile - The corporation shall be domiciled in Alexandria. 

Legal Patrimony - Derived from the French civil system and not the English common law 

system, it means that the entity has total control over its property, movable and fixed, and all 

rights over this property and against third parties and the rights in the property may be expressed 
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in monetary, terms. '
 

Commercial Registry 
- The entity should be registered as a commercial entity and subject 

to all the normal reporting requirements regarding its business transactions. These requirements 

mean that certain financial transactions be recorded in a public registry and that the corporation 

keep books in accordance with certain specific standards, including such things as a daily journal. 

All such records and documents are subject to public review and scrutiny. 

Organizational Structure 

The organizational structure of the new entity would be organized in parallel to private 

corporations. The corporation would adopt statutes of the company (articles of incorporation) 

which would general cover the following topics: 

Incorporation of the Company 

Authority to Accept Grants, Enter into Debt 

Management of the Company 

Financial Structure, Fiscal Year, Reserve Requirements 

Audit Requirements 

Conflicts 

Limitation on Personal Liability of Directors and Officers
 

Method of Liquidation
 

'.Business Law inEvpt, Michael H. Davies, Kluwer Law and Taxation Publishers, Deventer, Netherlands,
1984, p. 141. 
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Final Provisions 

The key aspects of the management structure of the corporation are as follows:
 

Board of Directors -
 The Board of Directors should be small in size, We recommend board of 
five members. The Chairman should be appointed by the Prime Minister to a five-year term. 

Once appointed the person in the position should be subject to removal only for misfeasance or 
malfeasance. The individual in the position needs to have certain degrees of freedom to take 
leadership positions on matters which may be politically unpopular at the local level, specifically 

in the area of rate-making. 

The other four members should be appointed to three year staggered terms. There are a 
number of options regarding the appointing authority for these four seats. Three of the individuals 

should be drawn from business and/or legal backgrounds. The fourth could be an appointee of 
the Governor. The membership and appointing mechanisms must be carefully crafted and while 

this aspect of the organizational structure would undoubtedly be subject to some negotiation with 
the GOE, an independent and business-oriented, as opposed to politically-oriented, Board is a 

prerequisite for success. 

5 members appointed as follows:
 

Chairman - appointed by the Prime Minister (PM) 
 to a five-year term (removal 

only for malfeasance or misfeasance).
 

4 Members - appointed to three-year staggered terms, appointing authority and
 

qualifications to be determined.
 

The Board of Directors shall 
 be the governing authority of the organization and shall 
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make all policies, approve all regulations, authorize (by affirmative vote of a majority of 

members) and execute all contracts, set rates and tariffs for service, fix qualifications and 

compensation for the Board and all employees, and approve any and all borrowing. 

O The Board of Directors shall be charged with an affirmative obligation to set rates 

sufficient to cover annual operating, maintenance and replacement costs for the facilities. 

The Chairman shall represent the corporation in any and all legal proceedings and before 

any and all outside agencies and departments. 

O The Board of Directors shall elect a Managing Director who shall be charged with 

managing the day-to-day business of the corporation, subject to the policies and direction 

of the Board of Directors. The Managing Director shall be the Secretary to the Board of 

Directors and thereby responsible for the official records and minutes of all actions taken 

by the Board of Directors. The Managing Director, as Secretary, shall be a non-voting 

member of the Board of Directors. The Managing Director shall be employed under a 

contract with the Board of Directors. 

o The Board of Directors may elect a Chief Engineer, and such other officers of the 

corporation, as they may deem to necessarybe for the efficient discharge of the 

responsibiliies of the organization. All such other officers and employees shall report to 

the Board of Directors through the Managing Director and the Chairman. 

O The Chairman may establish one or more Committees of the Board of Directors, as he 

sees fit, to oversee various activities of the organization, such as operations and 

maintenance or budget and finance. Establishment of an Audit Committee should be 
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mandatory.
 

The Board of Directors shall be required to have an 
annual independent audit performed. 

The audit report should be forwarded directly to Minister and bethe Prime should 


available for review at the Alexandria Registry.
 

Assistant Administrative Committee
 

The Board of Directors shall form an Assistant Administrative Committee to be 

constituted from the employees and workers of the corporation. The Committee shall be charged 

with the study of all matters regarding the utilization of resources, the efficiency of operations 

and the productivity of the organization. The Committee shall take into consideration the sound 

business management of the organization and may study any matter referred to the committec 

by the Board of Directors or the Managing Director. 

Outside Committees 

The Board of Directors may establish ad hoc, and/or standing, outside committees to 

advise the Board of Directors in such areas that the Board may choose. 

Outside Committees could be established to advise the Board in areas of technical concern, such 

as specific design issues, or in areas of general public concern, such as rates and tariffs. The 

outside committee can serve as a vehicle to channel public concern and input to the Board of 

Directors. 
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4. Implementation
 

AID/Cairo has taken 
 the position that future increments of funding for the Alexander 

Wastewater Project will be based upon measured progress in reform of the wastewater sector by 

the Government of Egypt. Specifically, reforms must be instituted at the GOE level which will 

change the operating environment of the Alexandria GOSD. This position, while expressed 

previously to the GOE and acknowledged by the GOE as an essential requirement for the future, 

is now being refined so as to more directly link actual reforms to increments of project funding. 

The reforms in question are directed at insuring that there is a transiion from a 

decentralization of authority and control over wastewater operations, sufficient revenues raised 

and spent to insure that the physical facilities will be properly operated and maintained and that 

the administrative capacity exists at the operating company level to insure adequate operations 

in the future. 

The milestone action steps required for the transition from the current decentralized 

administrative control of AGOSD to a an independent, utility company operation are identified 

in detail in the following pages. Table 2. is a summary of the actions steps recommended. 
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TABLE 2 - AUTONOMY 

Milestone: 

2.A. 

2.B. 

2.C. 

2.D. 

Definition
DfntnDsii 

Authorization 

Documentation 

Adoption 

Implementation 

Description Time to ImplementDecree/Full Imp. 
Presidential decree to be issued authorizing the establishment of an independent N/A
utility company to replace AGOSD. The decree will specify the basic requirementsof an independent utility which can be utilized by the GOE in developing thespecific requirements for the development of the entity. 

Documentation of the precise legal requirements and authorities required for the 9 monthsnew organization to be effective under the Constitution and laws of the Arab
Republic of Egypt. Includes the preparation of the proposed Presidential decreeand/or law required for the submittal and approval of the People's Assembly. 

Presidential decree issued and/or law approved by the People's Assembly creating 24 monthsthe new utility company. The decree and/or legislation are to be derived from the 
output of item 2.B above. 

New utility company organization established, Board of Directors appointed, 30 monthsstatutes of the company adopted and the appropriate organizing documents filed 
with the Registry in Alexandria. 

Proof of Compliance 

Presidential Decree 

Report with 
recommendations 

Presidential Decree 

& the Official 
journal 

Review of the legal 
documents filed at
the Registry in 

2.E. Post-Implementation Follow-up activities after the implementation of the new utility structure 
periodic "operations audits" to confirm, in the field, that the facilities areoperated and maintained in conformence with basic standards 

to include 

being 
42 months 

54 months 
66 months 

Alexandria 

Operations audit 
reports from 
independent firm 
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Milestone: Autonomy 

2. A. Authorization 

The President must issue a decree directing that the AGOSD will be converted 
into an autonomous entity which can operate as a self-sustaining utility company. The 
decree must be "implementation-oriented" and should set forth the timing for developing 
the new entity and who will be responsible for taking the lead in the effort. The terms 
of the decrees should be negotiated in advance by AID/Cairo and/or the Embassy with 
their appropriate counterparts in the GOE. 

The decree should specify that the new organization will
 
function under the private company law as a 
public, non-profit corporation. It is 
entirely possible that the private company law may have to be amended to 
provide for this new type of organization. 
operate in conformance with the principles of a utility company be establishing 
self-sustaining revenue base and incorporating its operations, maintenance and 
replacement costs into the rate base.
 
have 
a legal status separate and apart from any governmental organization. 

Time 	to Implement: Not Applicable - decree must be secured up-front 

Proof of Compliance: 

• 	 A Presidential decree, the substance of which is acceptable to AID/Cairo, 
will demonstrate compliance with the action proposed. 
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Milestone: Autonomy 

2. B. Documentation 

In order to convert the AGOSD into an independent, self-sustaining utility 
company, there must be adequate documentation of the legal and organizational issues 
in order for the appropriate implementing decrees, laws and company statutes to be 

prepared for implementation. 

This documentation will require: 
0 a cataloging and comprehensive analysis of all current laws and regulations 

applying to AGOSD. 

• 	 a detailed legal analysis of the private company law and the requirements for 
amendment to incorporate the concept of a self-sustaining utility company. 

0 	 a detailed plan for transition form the current legal and operational structure of 
AGOSD to the new organization. 

• 	 a set of proposed internal policies and procedures as well as regulations 

governing personnel matters. 
* 	 a set of proposed, draft legal instruments to implement the utility company 

concept, including a draft Presidential decree, draft legislation, draft statutes of 
the company, by-laws and other pertinent documents. 

Time 	to Implement: 9 months 

Proof of Compliance: 

A comprehensive and detailed report which documents the full range of 
laws and regulations which are required to be amended or adjusted to 
establish a utility company. The report should contain the necessary draft 
Presidential decrees and legislation for the People's Assembly as well as 
those documents required for adoption and implementation. 
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Milestone: Autonomy 

2. C. Adoption 

The decree must be executed by the President and/or legislation enacted by the 
People's Assembly. 

Time to Implement: 2. B. + 15 months (24 months cumulative) 

Proof of Compliance: 

A signed decree and/or enacted legislation will demonstrate proof of 

compliance with this milestone action. 
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Milestone: Autonomy 

2. D. Implementation 

After the decree is signed and/or the legislation is enacted creating the new 
organization, a period of six months will be required to prepare the legal documents to 
implement the establishment of a new organization. These documents include the articles 
of incorporation, the statutes of the company and the appointment of the individuals to 
the Board of Directors. 

Time to Implement: 2. C. + 6 months (30 months cumulative) 

Proof of Compliance: 

* The recording of the legal documents at the Registry in Alexandria, and 
" The first, organizational meeting of the Board of Directors of the new 

utility company will demonstrate compliance with this milestone action. 
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Milestone: Autonomy 

2. E. Post-Implementation 

In order to establish that the new utility company is actually functioning in 
accordance with its intended purposes and objectives, a series of annual "operations 
audits" should be performed by an independent firm. An operations audit consists of a 
systematic diagnostic evaluation of the utility company operations including the 
treatment plant performance and review of other critical performance indicators for the 
overall wastewater utility system. 

Standard methodologies exist in the wastewater management practice governing 
the approach and procedures for operations audits. AID/Cairo can establish, in advance, 
a level of effort requirement for this work. Generally, a team of 3 to 5 experienced 
wastewater utility management individuals visiting and observing the utility operations 
for a period of 7 to 10 days could complete a detailed operations audit for AID/Cairo. 

The operations audit reports would alert AID/Cairo to minor or major 
deficiencies and, in accord with any required remedial actions, AID/Cairo could proceed 
with additional increments of Phase II funding. 

Time to Implement: 2. C. + 12 months (42 months cumulative) 

+ 24 months (54 months cumulative) 

+ 36 months (66 months cumulative) 

Proof of Compliance: 

Operations audit with acceptable performance reports will provide proof 
of compliance with these milestone action steps. 
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Section II. FINANCIAL STRUCTURE 

1. Evaluation 

AGOSD currently operates without the internal financial controls and support 
systems necessary to sustain the adequate independent management of a modern 
wastewater system. As a result of the organizational relationship between AGOSD and 
the GOE numerous financial management systems and functions which would be 
required of an independent utility company are within the purview of the agencies of 
the GOE, such as the Ministry of Finance, the Ministry of Planning, etc. 

The areas where the financial systems and procedures are interdependent with 

the GOE include: 

Annual Operating Budget: AGOSD a sub-unit of the GOE budget, subject 

to Ministry of Finance procedures 
Capital Budgeting: AGOSD subject to Ministry of Planning 

procedures and priorities 
Legal Requirements: AGOSD must consult closely with the GOE and 

seek approval for any action which requires a 

legal commitment 

These areas of interdependence act as constraints to the proper management of 
a wastewater utility. The ability of the utility company to make financial decisions and 
take action on those decisions is an essential element of successful utility management. 
Concomitant with the ability to act comes the responsibility and accountability for 
actions. The financial structure of the utility company must be designed to support the 
management and provide accountability to the public for the actions of that 

management. 
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2. 	Requirements 

An independent utility company operating the wastewater facilities in Alexandria 
should have a financial structure with the following characteristics:
 

" enterprise fund accounting - treats the entity 
as an autonomous, self­
sustaining utility company which derives its annual operating requirements 

from user fees. 
" Internal financial information systems and controls which provide 

management with the information and reports necessary to make timely 
financial decisions governing the operations of the entity. 

* Internal financial systems for critical functions such as budgeting and 
procurement which allow management to allocate funds and purchase 
necessary parts and supplies in time frames appropriate to the operation 

of a wastewater utility. 

3. Recommendation
 

The development 
of a financial structure to support an independent utility 
company is interrelated with the milestones for autonomy, outlined in section II of this 
report. On the other hand, the development and installation of a financial structure 
which would support an independent utility company will, in itself, lead to increased 
efficiency of operations and better management of the existing organization. This results 
from the expansion of the administrative capacity of the existing organization. The 
milestones for financial structure should be pursued on their own merit. 

An institutional strengthening program designed to develop and install 	 the 
financial systems necessary to support an independent utility company must be 
implemented at AGOSD as soon as possible. The success of an independent utility 
company for Alexandria is, in part, dependent upon the financial systems that are in­
place 	for the company to utilize in meeting its responsibilities. 
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The program can be tailored to meet the specific needs of AGOSD and the 
availability of funds to support such a program. 

4. 	Implementation 

A program to develop a financial structure to support an independent utility 
company can be sequenced in a logical and straightforward manner. 

The recommended action steps are detailed in the following pages. Table 3 
represents a summary of the milestone steps. 
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Table 3 FINANCIAL STRUCTURE 

Milestone: 

3.A. 

Definition 

Modernize Systems 

Description 

Program at AGOSD to modernize accounting practices and systematically 
install computer capacity in the administration nd finance areas to build a 
platform for conversion to enterprise fund accounting. 

Time to Implement
Decree/Full Imp. Proof of Compliance 

Independent accounting 
12 months frm tests AGOSD systems 

3.B Conversion Convert AGOSD accounting practices to enterprise fund accounting and 
develop the necessary support systems for budgeting and procurement. 

30-36 months Independent accounting 
firm tests AGOSD syste 

3.C Implementation Full implementation of free-standing, utility company accounting systems for 
utilization by the new utility company. 

36 months Review of the legal 
documents filed at the 
Reg;-rry in Alexandria 
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Milestone: Financial Structure 

3. A. Modernize Systems 

AGOSD must begin a systematic program modernize its accounting practices and systems. 
The modernization program should be constructed around the computerization of the critical 
functions of the administration and finance departments. The systems to be modernized include: 

budgeting, operations and capital budgets 

payroll 

purchasing and procurement 

inventory control 

A systematic program to computerize the above functions will provide a platform for 
conversion of the financial systems to a "enterprise fund" based system. 

Time to Implement: 12 months 

Proof of Compliance: 

A test of the financial systems of AGOSD can be performed by an independent 
accounting firm. That test will confirm the extent to which the systems at AGOSD have 

been modernized. 
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Milestone: Financial Structure 

3. A. Conversion 

Once AGOSD has modernized its accounting systems and introduced computerization of 
the critical accounting systems, a program to convert AGOSD to an "enterprise fund" accounting 

system can be implemented. 

Enterprise fund accounting is based upon the principle that the "enterprise" is a self­
supporting, self-sufficient entity that accounts for its revenues and expenditures separate and apart 
from any other unit or entity. Generally, the enterprise fund system allows governmental entities 
to keep their books and records and account for themselves just as a private company would. 
There can still be subsidies in the form of contributed capital for construction projects or reduced 
interest rates on short and/or long term borrowing but the subsidies are transparent and quantified. 
This makes the public policy choices clear. 

Time to Implement: 30 - 36 months 

Proof of Compliance: 

A test of the financial systems at AGOSD can be performed by an independent 
accounting firm. The test will confirm the extent to which the accounting system at 
AGOSD has been converted to the enterprise fund system. 
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Milestone: Financial Structure 

3. C. Implementation 

At the time that the new utility company is organized (36 months), the new accounting 
structure should be implemented by the Board of Directors of the company. (See item 2.D.-
Autonomy) Without the successful development and implementation of new financial systems, 
the new utility company will be unable to fulfill its responsibilities. 

Time to Implement: 36 months 

Proof of Compliance: 

Review of the legal documents filed at the Registry in Alexandria will determine if the 
new entity has established financial systems capable of accounting for and reporting the 
activities of the organization independent of any governmental entity. 
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Section IV. PERSONNEL 

1. Evaluation 

At the current time AGOSD operates with approximately 4500 employees of record. 
Because of the nature of the structural relationships between AGSOD and the GOE and AGOSD 
and the Governorate, that is the lack of independence and autonomy, the current situation of 
staffing has developed. AGOSD, in addition to its role and function as a wastewater system 
manager and operator, has served as a vehicle for the implementation of the social and economic 

policies of the GOE. 
WWCG has begun the process of evaluating the prospective staffing requirements for the 

proper operation and maintenance of the AID-funded facilities. Preliminary figures suggest a level 
of staffing considerably less than the current staffing levels. Of course, in addition to having the 
correct number of employees, the employees tomust have the right set of skills and abilities 
perform the assigned tasks. At this point in time, and for the purposes of this report, only the 
number of staff will be discussed and it will be assumed that once the correct level of 
employment is reached those employed will possess the proper skills and abilities. The current 
O&M program at WWCG is designed to deliver training and institutionalize an on-going training 
program for AGOSD. 

At this point WWCG is not aware of any exhaustive effort to analyze the details of the 
staffing relative to the backgrounds, skills and capabilities of those individuals who might be 
considered to be a part of the staff. Such an analysis will be required in order to move forward 
with the recommendation contained in this report. 

2. 	Requirements 

An independent, self-sustaining utility company must have sufficient legal authority that 
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it can exert effective control over its internal employment and staffing requirements. The basic 
legal authorities required are: 

* 	 Ability to set the qualifications and compensation for its employees, especially its 

management employees. 
• 	 Ability to promulgate rules and regulation governing the employment practices 

within the company, including standards for hiring, promotion, training, operator 

certification programs and dismissal. 
• 	 Ability to provide financial and non-financial incentives sufficient to insure that 

any investment in personnel, via training and career advancement programs, are 
not lost by employees seeking more lucrative employment outside Egypt or the 

company. 

3. Recommendation 

The conversion of AGOSD to a self-sustaining utility company must include a component 
program which is a detailed plan for adjusting the labor force. The labor force adjustment plan 
must incorporate and blend the social and economic requirements derived from the economy 
within Egypt as well as the principles of autonomy and control over staffing which are essential 

for a successful utility company. 
There are a number of potential options regarding the mechanics of how such a plan 

would function. Essentially, the thrust should be to insure that the operating company has 
sufficient legal authority so that it employs and funds the correct number of staff within its 
revenue base while providing a five-year phase-out period for direct GOE subsidy, through a 
public works employment program for staffing not associated with the direct operations and 
maintenance of the AID-funded facilities. All of the traditional tools of "right-sizing" can be 
utilized over this five-year period and would include items such as: freeze on new hires, attrition, 
incentives for early-out and other human resource management techniques that would be deemed 
appropriate within the environment. 
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Obviously, the timing of such an labor force adjustment program must be balanced with 
the growth of the economy in Egypt and the capacity of the local labor market in Alexandria to 
absorb individuals with certain skill sets. The key negotiating point for AID should revolve 
around the integrity and independence of the operating utility company. The company should be 
structured in such a manner that it must fund the operations of the AID-funded facilities through 
its rates. Over the long run this will create somewhat of a natural brake on employment and act 
as an internal incentive for the company to hold employment at rational levels. To do otherwise 
would necessarily raise rates and the Board of Directors of the company would have to publicly 

defend increased rates. 

4. Implementation 

The development of a labor force adjustment plan for AGOSD and the implementation 
of the labor force adjustment program will require sensitivity and diplomacy as well as patience 
and persistence. The milestone action steps required for the development of the plan and the 
implementation of the program are identified in the following pages. Table 4 is a summary of 
the actions recommended. 
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Table 4 - PERSONNEL 

Milestone: 

4.A. 

Definition DescriptionDDDecree/Full 

Development Preparation of a detailed labor force adjustment plan for AGOSD which details the strategy
and methods to be employed in realizing an appropriate adjustment in the labor force. 

Time to ImplementImp. Proof of Com 

Labor force adjustment plar 
24 months completed 

4.11. Adoption The Labor force adjustment plan reviewed and adopted by the GOE, the Governorate and 
AGOSD. 

30 months Approval issued by the 
GOE. Governorate and 

AGOSD 

4.C. Implementation Board of Directors of the new utility company commences with the implementation of thelabor force adjustment plan. 36 months Resolution by the Board of 
Directors to implement the 

plan 

4.D. Completion Labor force adjustment completed and the new company is operating at the appropriate level. 96 months Operations audit 
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Final Draft. For Review and Comment - 19 October 1992 

Milestone: Personnel 

4. A. Development 

AGOSD, with the assistance of WWCG, must develop a labor force adjustment plan. The 
plan must be comprehensive and must include the following components: 

0 

0 

analysis and classification of existing labor force by skill and wage level. 
validated projections of labor force requirements for utility company operation of 

0 

the Alexandria wastewater facilities, classified by skill and wage level. 
inventory of techniques that can be used to assist in the labor force adjustment 

4 

such as hiring freeze, attrition, early-out program, etc. 
realistic implementation targets for the implementation phase within the five-year 

program. 

Time to 'Dplement: 24 months 

While such a plan could be developed more quickly it is important that the plan 
and its implementation be in parallel to the creation and execution of the utility company concept, 
from section 11, Autonomy. Therefore, the timing of this activity is tracked in parallel to the 

Autonomy process 

Proof of Compliance: 

* 	 A completed comprehensive labor force adjustment plan which meets the 

requirements of AID/Cairo will demonstrate compliance with this milestone action. 
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Milestone: Personnel 

4. B. Adoption 

Once the labor force adjustment plan is prepared and accepted by AID/Cairo, it must be 
officially adopted by the GOE, the Governorate and AGOSD. It is quite likely that the process 
of adoption of such a plan may be controversial and both patience and persistence will be 

required. 

Time to Implement: 4. A. + 6 months 

Proof of Compliance: 

The appropriate letters and/or resolutions of approval from the cognizant agencies 
of the GOE, the Governorate and AGOSD will demonstrate proof of compliance 
with this milestone action. 
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Milestone: Personnel 

4. C. Implementation 

Implementation of the plan begins with the commencement of operations of the new 

utility company. As an element of the stan-up of the new company, the appropriate resolutions 

should be adopted by the new Board of Directors. Those resolutions would commit the company 

to the objectives of the program and the step by step time frames for implementation of the 

detailed program. 

Time to Implement: 4. B. + 6 months and/or contemporaneous with 2. D. 

Proof of Compliance: 

Review of the resolutions of the Board of Directors of the new utility company 

will confirm whether or not this milestone action has been accomplished. 
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Final Draft. For Review and Comment. 19 October 1992 

Milestone: Personnel 

4. D. Completion 

The labor force adjustment program should have a target completion date as an element 
of the plan. It is not unreasonable to expect that this type of effort could be phased on a five year 
cycle. Other cycles, both longer and shorter, could be selected, but WWCG believes that five 
years is realistic objective. 

Time to Implement: 4. C. + 60 months (96 months cumulative) 

Proof of Compliance: 

An operations audit of the utility company operations will confirm whether or not 
the labor force adjustment plan has been successfully completed. 
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CONCLUSION 

WWCG has presented in this report a program for implementing institutional reform at 
AGOSD. WWCG believes that the recommendations contained herein are consistent with the 
policies that AID/Cairo is pursuing with the GOE for sector adjustment in the water/wastewater 

sector. 

A program of institutional reform at AGOSD, consistent with the objectives of AID/Cairo, 
is feasible. A program of institutional reform at AGOSD is dependent upon action by the GOE. 
It is also dependent upon the strengthening of the capacity of AGOSD to transition to an 
independent utility company. WWCG believes that AID/Cairo recognizes the interrelationship 
between the two components of the process and will advance policies and programs to insure that 
actions on the part of the GOE to decentralize authority and control will find an organization 
capable and competent to take on more responsibility. 

In order to summarize the milestonc steps that would be required to effect a program of 
institutional reform at AGOSD, WWCG has prepared Schedule I as a summary of the major 
milestone steps contained in the body of the report. 

WWCG would be pleased to review this material in detail with AID/Cairo. 
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INTENTIONALLY LEFT BLANK 

CHART TO BE INSERTED 
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APPENI)IX I 

Schedule of Niedings - E.R. Jank'l - June/July 1992 

Date Time Nie with; WWCG SIafr: Nq._. 

Je 16 8:30 ANM D. Vincent, C. McElroy B. Durham, G.Kinias Kick-off meeting 
S. ilassan lh Elsammak 

21 11:00 ANI Ch. Sewvalemn, S. Hassan B. Durham, G. Kinias Intro to Ch. Sewalem 

23 10:00 AM AGOSD Steering Committee B. Durham, ct at ERJ observer 

12:00 PM Ch. Sewalem B. Durham, G. Kinia. Disiussion of milestones, B.D. 

24 8:00 AN N1. Gould (informal) Institution bldg in WW sector in Egypt 

9:00 AM O&M Steering Committee G. Kinias ERJ observer 

6:00 PM Ch. Sewalem G. Kinias Discuss ISP program 

Ch. creates AGOSD-ISP Committee 

7:00 PM Ch. Sewalem, J. Baker G. Kinias AID consultant interviews Ch. Sewalem 
J. Boydston, G. Kinias, 
S. Iassan 

28 9:00 AM ISP Committee G. Kinias, Adin Fahmy Kick-off mtg with AGOSD-ISP Committee 

12:00 N Eig. Bahgat, Ch. O&M IhElsammak Disussion of ISP 
Eng. Kansowa, T.P. RE Admiral Falmy 
Eng. Nasr, T.P. GM 

1:45 PNI Eng. Abdel Salam, Civ des Ib Elsammak, Adm Fahmy Discussion (f ISP 
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Dale Time Mt with: %W('GSl:al': Nole: 

29 8:30 AM S. l1w;san (AID-Alex) D.-hriefing (n Alex water company 

1:00 PM Eng. Turk, Mech Const. lb Elsammak, Adm Fahmy Discussion of ISP 
Eng. Abdullah, Dist Mgr, CZ 

30 1:00 PM Mr. lamad Salem Adin Faluny Discussion of ISP 

July 01 12:00 N AGOSD Steering Committee B. I)urhaun, et al ERJ Observer 

1:00 PM Mr. lassan Ahdel Rehim Adzi Fahmy Discussion of ISP 

06 10:00 AM Nahil Shehata, Tech OM Adin Fahmy )iscussion of computerization of AGOSD 

07 11:00 ANM D. Vincent, P. Thorne B. Durham Discussion of work in progress 

13 7:00 PM Ch. Sewalem, Nabil Shehata B. Durham, lb Elsammak Discussion of ISP work plan for AGOSD 

14 10:00 AM D. Vincent, S. lassan B. Durham, lb Elsammak AGOSD Milestones, AGOSD ISP work plai 

15 4:00 PM D. Vincent, S. lassan B. Durham, lb Elsamunmak AGOSD Milestones, AGOSD ISP work plai 

16 8:30 AM P. Thorne AGOSD Milmtones 

1:30 PM P. Thorne, F. Cooper AGOSD Milestones 
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APPENDIX 11 

DECREE OF THE PRESIDENT OF THE
 

ARAB REPUBLIC OF EGYPT
 

NO. 363/1979 

ESTABLISHING
 

THE GENERAL ORGANIZATION FOR
 

SANITARY DRAINAGE IN ALEXANDRIA (AGOSD)
 

ENGLISH VERSION 

WWCG - AGOSD Milesiones - June/July 1992
 
Page - 57
 



Decree from the President of A.R.E
 

No. 363/1979
 

for Establishing the General Organization for
 

Sanitary Drainage In Alexandria
 

(AGOSD)
 

The President, 

After reviewing the constitution, and ..
 

The law No. 93/1962 regarding wastewater disposal, and
 

The law for the general organization for which the law No. 61/1963 was issued,
 

and ...
 

The Decree from the President of the Republic No. 1637/1968 for establishing
 

.the General Organization for sewerage and sanitary drainage, and 


The law for the local governing system that was issued by the law No. 43,19 79,
 

and ...
 

The Decree from the President of the Republic No 135/1 979
 

The following has been decided: 

Article 1: 

as the GeneralA general organization is to be established and be nominated 

Organization for Sanitary Drainage for the Governorate of Alexandria. It should 

have its self-esteemed identity and follow the Governor of Alexandna. Its 

location is to be the city of Alexandria It should abide by the laws applied by 

the general organizations. 
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The General Organization for Sanitary Drainage in Alexandria (AGOSD) is the 

authorized agency for sewerage public works and sanitary drainage in the 

In this respect it has the following authorities:Governorate of Alexandria 

I. 	 Administration as well as operation and maintenance of 

Alexandria sewerage system utility. In this effect it should 

perform all that is needed regarding expansion and support of the 

utility as well as providing for the necessary materiaJs and 

equipment required for its support and expansion. 

2. 	 Preparing the detailed general plans for the projects and 

sewerage works and sanitary drainage within the boundanes of 

the Government of Alexandria. 

3. 	 Performing the studies and the applied researches related to the 

sewerage and sanitary drainage aflairs, as well as prepanng the 

designs, conditions, the technical and standard specifications and 

issuing the project contracts. 

4. 	 Launching the projects for tendering and, performing and 

awarding the local and outside practices as well as contracting 

and supervising its execution. 

Article 3: 

AGOSD board of directors is the supreme authority that supervise 3nd 

administer its affairs. It has the right to take what deems necessary of 
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decisions to fulfill the purpose for which AGOSD has been established; 
especially the following: 

1. 	 Issuing the general policy of the Organization. 

2. 	 Issuing the plans, projects and works that the c .nrization should 
execute and planning for the executive progress. 

3. 	 Approving of the general conditions that the construction of the 
sewerage system and sanitary drainage projects should abide by, and 
also approving the results of the researches. 

4. Issuing 	the internal regulations for the disciplinary decisions pertaining 
to the 	financial and administrative affairs for AGOSD and its staff. 

5. 	 Planning for the training system with the object of promoting the 
efficiency of productivity. 

6. 	 Approving of the project of the annuaJ budget as we;l as the firnai 

accounting of AGOSD. 

7. 	 Reviewing the periodic reports on the work flow of AGOSO as well as its 
financial position. 

8. 	 Signing for loans in compliance with the low. 

9. 	 Reviewing what the Governor of Alexandria, or, the Chairman of the 
Board of Directors sees of matters that need to be submitted and are 
within the jurisdiction of AGOSD It is allowable for the Board of Director 
to aulhonze the Chairman, or, to any of its committees with some of its 

hI(TRA8-Dp) 	 IWCG . AGOSD milesiones - June/July 1992Page-
60 



responsibilities. Itis also alowable for the Board of Directors to delegate 

one of the members or any director to perform a limited task. 

Article 4: 

AGOSD Board of Directors has the right to authorize AGOSD to authorize 

AGOSD to perform its cblectives outside the Governora:e of Alexandria if it is 

requested to do so. 

Article 5: 

AGOSD Board of Directors is to be formulated as follows: 

- The Chairman is to be appointed and its estimated by a resolution from 

the Prime Minister. 

- AGOSD Director General for financia and administrative affairs. 

- The Vice-Minister of Housing in the Governorate of Alexandria. 

- The Vice-Ministers of Health in the Governorate of Alexandria. 

- The legal Counsellor of the Governorate of Alexandria. 

- The deputy Chairman, Board of Director for Technical Affairs of 

Alexandria General Water Authority. 

- Not more than two members experienced in the sewerage and sanitary 

drainage affairs to be selected for two years by the Govemorate of 

Alexandria. 
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Article 6: 

The Board of Directors is to be held at least once every month upon an 

invitation from the Chairman and whenever the Governor of Alexandria or the 

Chairman sees necessary. If the Governor attends the meeting he is to be the 

Chairman of session. The meeting cannot be legal unless the majority of the 

members attend it. and decisions are to be issued by the viewpoint of the 

attending members. In case of equality in voting the opinion of the Chairman 

preponderates the group he shares the opinion with. In case of absence of the 

Chairman Board of Directors, the eldest of the directors takes over and calls the 

Board for the meeting under his Chairmanship of the cessions. Discussions 

during the cessions and decisions taken by the Board of Directors are to be 

inscribed in a report signed by the Chairman. 

Article 7: 

The Chairmat. of the Board of Directors notifies the Governor of Alexandria 

about the decisions taken by AGOSD Board of Directors, within seven days of 

its issuance, for approval, except for the decisions that necessitate issuance of 

resolutions from another authority. 

Article 8: 

AGOSD Chairman, Board of Directors takes over its administration and solution 

of its affairs in compliance with the rules of the law for the general organizations 

and this Decree as well as the regulations issued by AGOSD Board of Director. 

The Chairman is to be responsible for executing the general policy that is 

planned to achieve all AGOSD objectives, and also, for executing the decisions 

of the Board of Directors. He can delegate one director or more as regards 

some of his jurisdictions. The Chairman of the Board of Directors represents 

AGOSD in its connections with others as wells in front of the judicial litigations. 
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Article 9:
 

AGOSD resources are composed of the following:
 

1. The revenues resulting of its activities. 

2. All the estimated funds for AGOSD in the State Budget. 

3. The donations and contributions that the Board of Directors accepts. 

4. The loans that are signed within limits of the rules of the law. 

All AGOSD funds are to be considered as public funds from all aspects. 

Article 10: 

AGOSD budget is to be an independent budget, that abides, in its preparations,
with all the applied rules in the law for the State General Budget. It also, must
have a final computation. The Chairman of the Board of Directors or his
representative, prepares the project of the budget and submits it to the Board 
of Directors for approval in due time. 

Article 11: 

As regards review and control over the accounts of AGOSD, the rules of the
laws and the decisions issued in respect of controlling and reviewing AGOSD 
general accounts are to be applied. 

A.. cle 12: 

The rules of the system for civil workers in the State are to be applied on all 
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AGOSD staff. AGOSD Board of Directors can arrange for other systems that 

may deem suitable for the nature of its activity. 

Article 13: 

All employees working in the departments of maintenance, operation and 

projects in the sewerage system utility of Alexandlia are to be transferred to 

AGOSD. All the necessary regulations are to be applied for transferring the 

employment grades of those employees, with all that is being specified for them 

of bonuses and the like, to AGOSD budget and also the approval grades by the 

Central Organization for Discipline and Administration, and the Ministry of 
Finance that were being specdfied for the sewerage system utility. Also, the 

regulations that are necessary should be taken in respect of the transfer of all 

the funds that are pertinent to AGOSD from the funds specified for the General 

Organization for Sewerage and Sanitary Drainage (GOSSD) in the budget upon 

agreement between the Minister of Finance and the Minister of Housing. 

Article 14: 

All funds, properties, rights, and obligations of Alexandna sewerage system are 

to ba dissolved to AGOSD with the pumping station, the networks, constructions 

that are related to it and and that complete it. 

Article 15: 

In order to.acquire all its dghts, AGOSD has the right to take action for 

administrative distraint and execution inaccordance with the regi rations of the 

distraint law. 
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Work is to continue in compliance with the systems and regulations that are 

dominant as regards the sewerage system utility with its workers until AGOSD 

the rules of thisissues the substitute provided it due not contradict with 


resolution.
 

Article 17: 

This decree is to be publishd in the Official Journal, and, is to be applied as 

of the date of its issuance. 

1399 H., 21 August 1979.Issued at the Presidency on 28 Ramadan 

Hossny Mobarek 

Secretary General 

Ministerial Cabinet 

Ali Fawzy Younis 
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MEMORANDUM 	 WA-I I H/LUI:L 

TO: 	 Chairman Sewelam 

COPIES: 	 George Kinias 
Eric Jankel 

.FROM: 	 Henry Padgham) y , 

DATE: 	 August 26, 1992 

SUBJECT: 	 Analysis and Verification of AGOSD Actual 
Recurring Utility Cost 

REF. NO.: 	 ZE 20900.AO (AL-8735) 

I want to thank you for your cooperation and the assistance of your staff during the 
period 16 to 26 August. All information and data that our consultant, KPMG Hazem 
Hassan requested, if available, was provided. 

Your staff is to be commended for their professionalism and responsiveness. 

With respec, 	!o our work completed to date our findings include the following: 

1. 	 Electricity annual cost, as it appears on energy & fuel cost, does not 
include the accrued portion of the cost, thereforq an adjustment is 
required to bring the electricity cost up to the revised actual level. The 
adjustment illustrated on the attached schedule reflects the accrued 
electricity cost for FY 91-92 calculated based on available invoices 
received from the power company plus 14% ar",ition or inflation. The 
same practice wis done for water. 

It should be noted, however, that the foregoing adjustment, is in our 
opinion, inaccurate and incomplete and in order to obtain a fairly 
accurate calculation of the actual electricity cost the following verification 
and analysis should be done. 

a. 	 An enoineering rep, rt done surveying existing facilities, by 
locatior'pump station, max consumption in KW/H, 
contracted consumption with the power company, working 
status and numbers of electric meters. 

b. 	 An official report from the technical dept. advising the 
agreed upon basis with the power company on the 
surcharge rates. 

http:20900.AO


c. A comprehensive analysis of all power company invoices 
for all locations for the past 2 FY's to clarify total electricity 
cost by location then apply proper adjustments in 
accordance with reports a & b. 

d. Obtain the power company confirmation on revised electric 
cost. 

2. 	 Reserve for replacement of facilities while division three of AGOSD 
budget allow for capital improvements, repairs and expansions, it does 
not include any element for replacement reserve. Therefore, and in 
order to measure accurately the replacement reserve, the "landed cost" 
of equipments in the various facilities is required. 

3. 	 The payroll data, total division one, that were made available to us are 
not classified in the way that permit us to differentiate between direct 
and indirect labor cost. Therefore, the following data are needed: 

a. 	 Total number, as well as, total gross payroll cost for given 
month classified by location/pump station, classified by job 
type. 

b. 	 Same above for each location, HO and centralized support 
dept. classified by job type. 

Please see the attached worksheet as an example of a format for compiling this 
data. 

4. 	 Polymer - During the period 16 to 26 August WWCG ha:- -.unfirmed 
that tho ,,t projection for the cost of polymer in the conditioning of the 
sludca: for dwatering by belt filter press is LE 3,110,000 per year. 

This cost figure does not include costs for shipping, import duties and fees and 
any handling charges. It should also be noted that the actual cost for polymer 
can not be confirmed until the contractor performs the pilot testing of sludge as 
there is considerable variability in the dosage and dilution requirements 
depending on the characteristics of the actual sludge to be dewatered. 

As a requirement of the terms and conditions of its contract, Fru-Con must 
supply polymer for a period of two years after the completion of construction. 
This means that AGOSD will not have to absorb the cost of polymer until it 
begins ordering polymer supply for use in the third year after facility start-up. 



In order to explore options for reducing the cost of polymer to AGOSD WWCG 
recommends that Chairman Sewelam: 

a. Initiate discussion at the Ministry level as to the feasibility of 
finding Egyptian-based chemical companies that might 
manufacture polymers within Egypt at a price lower that the cost 
of importing polymer. 

b. Begin the process of developing a plan for procuring and 
importing polymer at the lowest possible cost to AGOSD. The 
plan would consider all secondary costs such as import duties, 
custom fees, shipping charges and handling fees so that AGOSD 
can develop a procurement method which minimizes these 
expenses. 

Mr. Chairman, once again I thank you and your staff for your continuing cooperation 
in this effort. 



'RE('AIl' F AGOSI) ANNIAL. "('()ST''()-()I:RA'I.: EXIENI)ITURES 

Description* 
FY 1990/91 FY 1991/92 FY 1992/93 

Accrual Ax-ct 

(All numbers in 000 LE) Submittal AppruvtedAllocation Actual Submittal App~rovcd
A1h4wallon 

Actual Submittal Approved 
Altl un 

Adjusl
Ao 

Aual 

Wages and Salaries Basic 4 567 3 052 2 980 4875 3 078 3 092 5 122 3 622 3.622 
Bonuses 5 606 2717 2 827 5 962 2 811 2 897 6 366 2 733 2 733 
Allowances 2 339 1 544 1 438 2 447 1 507 1 506 2 621 1 882 1 882 

Benefits 3 232 2 722 2 668 4 087 3 232 3 095 5 093 3 287 3 287 

Social Security 2 201 1 641 1 638 2 449 1 993 1 982 2 805 2 136 2 136 

TOTAL 17 945 11 676 11 551 19 820 12 621 12 572 22 (7 13 660 13 660 

RECURRENT EX PENSES 

Energy and Fuel Cost 622 379 375 940 654 651 1 460 354 6.470 6.824 

Spare Parts 9W0 546 544 1 122 747 746 1 250 550 550 
Maintenance 327 94 92 550 127 125 1 012 122 122 

Rent & Utilities 1 .9 .2 1 .7 .2 1 1 1 

Other Miscell. Exp. 358 640 634 409 555 549 656 182 182 

TOTAL 2 208 1 660 I 645 3 022 2 084 2 071 4 379 1 209 6.470 7.679 

GRAND TOTAL 20 153 13 336 13 196 22 842 14 705 14 643 26 386 14 869 6470 21.339 

* To facilitate comparison, the various expense items detailed under division one and two were grouped into five major items each. also 
both taxes and interests were excluded from division two as they do not relate an O&M expenses. 
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AGOSD- BUDGET PROJECTION PROJECT 

SAMPLE FORMAI 

WORKSI IEET Current Allocation of Staff 

DISTRICT: Central District 

Facility/Location 

14 May P.S. 

Gawaher P.S. 

Sidi Gaber P.S. 

Collection System 

Manager Admin/Other Engineer Technician Laborer Total 

TOTAL 
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Introduction 

In July 1992 Mr. Dan Vincent, the U.S. AID/Cairo Project Officer for the Alexandria 

Wastewater Project requested that WWCG prepare a preliminary determination of financial 

need for the Alexandria General Organization for Sanitary Drainage (AGOSD). This 

preliminary determination of financial need was to evaluate AGOSD's requirements as if 

AGOSD was an independent utility company and not an instrumentality of the Government 

of Egypt. 

In order to carry-out the project, WWCG maximized the use of in-country resources. 

The accounting firm of KPMG Hazern Hassan under tile direction of Mohamed A. Ghaffar 

El Saied provided field accounting services. Mr. Steve Johnson of KPMG and assigned to the 

Canal Cities II project based in Cairo was utilized to assist in the project design. Mr. Eric 

Jankel, a utility management expert directed the overall project on a TDY basis. He arrived 

in Egypt on 9 August 1882 and departed the country on 28 August 1992. Preliminary project 

planning mnetings were held on 10 and II August. The field work portion of the project was 

carried-out in Alexandria from 16 to 26 August 1992. 

Mr. Hank Padgham, Project Director and Mr. George Kinias, O&M Director provided 

assistance for the project and the entire support staff of WWCG provided support for the' 

project effort. 

Background material utilized as resources to carry-out the project included: 

'"Estimated Cost-to-Operate for USAID Funded Facilities and Integrated 

Existing Pump Stations", Draft Report by WWCG, May 1990 

"Interim O&M Budget and Recommendations Report", Draft Report by 

WWCG, 17 June 1992 and a revision of the same report dated 9 August 1992. 
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Limitations of the Analysis 

This report represents the best professional effort of WWCG to develop a preliminary 

determination of the financial need to properly operate, maintain and replace the Alexandria 

wastewater system. An outside time parameter of two weeks of field work was allocated by 

AID/Cairo to this effort. WWCG was able to complete this effort in the time allocated 

because of prior data gathering and analysis done by WWCG in 1990 and 1992. 

WWCG focused its review on Divisions I and II of the AGOSD budget, as defined 

by the Egyptian governmental budget system. Divisions III and IV were not reviewed as they 

are not so closely associated with the operations and maintenance functions of the system. In 

addition, certain items such as interest and taxes were excluded, as under the current system 

they are essentially intergovernmental transfers and are not closely related to the system 

operations and maintenance costs. 

It must be recognized that this ,eport is an important first step, and not a substitute 

for, the development of a complete cost-of-service study for the Alexandria system. As noted 

in greater detail in the body of this report, there are areas where there is a high degree of 

uncertainty as to specific cost components. The reader is advised to view thc figures contained 

herein as preliminary and any and all policy discussions which utilize the figures contained 

herein should reflect this fact. 

Summary 

Self-sustaining utility companies should have the means to raise and spend the funds 

necessary to adequately operate, maintain and replace the physical plant for which they are 

responsible. The purpose of this effort was to assess the actual curren, costs of AGOSD, 

evaluate the financial needs of AGOSD to properly operate, maintain and replace the 
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wastewater system in Alex*a and project a determination of fin0 l need for operation 

of those facilities under the concept of a self-sustaining utility. 

In addition to completing the task, the field work and analysis have documented 

certain existing GOE policies which mitigate against the sustained proper operation of the 

wastewater facilities. Those policies are identified in the report as "additional findings". Each 

finding represents an area where effort should be directed in the process of converting 

AGOSD to a self-sustaining utility operation. 

Detennination of Financial Need 

In order for AGOSD to operate the wastewater facilities as a self-sustaining utility 

company WWCG projects a financial need, in 1992 LE, of: 

LE 35,000,000 + 10% 

Schedule 1.provides a summary statemert of the determination of financial 

need in the pro-forma year. For the purpose of this report, the pro-forma year represents that 

year in which the utility will be expected to be operating on a utility basis. 

Schedule 2. provides a more detailed determination of the adjustments and the phase-in 

schedule for the increasing cos: level for AGOSD over the period FY 92-93 through FY 95­

96. Certain assumptions have been made in the key cost areas of; electricity and replacement 

reserve. These assumptions have a material effect on the validity of the projections. 

Summary 	of Schedule 2. 

(in millions 1992 LE) 

Allocation Adjusted Projected Projected Projected 
92-93 92-93 93-94 94-95 95-96 

=Total 14.9 21.3 24.0 29.1 35.3 
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Schedule 1.
 

Summary of Preliminary Determination of Financial Need
 

for Operation of the Alexandria Wastewater Facilities
 

in the Projected Pro-Forma Year' (in 1992 LE)
 

1. Wages and Salaries 15,000,000 

2. Recurring Expenses 

2.A. Energy and Fuel 7,000,000 

2.B. Spare Parts 3,500,000 

2.C. Maintenance 1,012,000 

2.D. Rent & Utilities 1,000 

2.E. Chemicals 3,200,000 

2.F. Other Misc. Expenses 656,000 

Sub-Total 30,369,000 

' It appears that there will be a two to three-year phase-in period to reach the projected 
pro-forma year. See Schedule 2. 
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Findings
 

1. Wages 

The category of wages includes line items for basic wages, bonuses, allowances, 

benefits and social security. During the course of the field work WWCG was able to confirm 

the total annual cost for these items in FY 92-93 at LE 13.6 million. WWCG was not able 

to confirm the number of employees by district or facility. WWCG has requested that 

AGOSD develop additional personnel data to begin the process of a human resource plan for 

staffing all AGOSD facilities after start-up of the new facilities in July 1993. (See Padgharn 

merno to Chairrnmn Sewalem of 26 August 1992) For the purpose of this report WWCG is 

using an unconfirmed total figure of 4790 existing employees at AGOSD 

In order to project an amount for wages, the WWCG O&M section developed a 

recommended staffing program for AGOSD. The total staffing requirement is projected based 

upon a figure of 4036 employees. It should be noted that this figure could be refined. 

However, WWCG can not make any further refinement of this figure until additional data is 

developed and provided by AGOSD. 

Utilizing the 4036 figure, WWCG provided an allowance for increasing the basic wage 

and an allowance for increasing the incentive and bonus funds available to management. The 

per employee overall annual wage burden therefore changes from LE 2840 to LE 3715. 

WWCG believes that an increase in the per employee wage burden is an important component 

of the transition from the current situation at AGOSD to management of a self-sustaining 

utility. 

2.A. Energy and Fuel 
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Wastewater utilities* and high volumes of electric energ* operate the motors, 

pumps and other mechanical equipment required in the treatment process. It is not unusual 

for the cost of electricity to range from 8% to 17-%2 of the total operating costs of wastewater 

utilities. AGOSD will not be an exception to this rule. 

The immediate difficulty in projecting costs for electricity is establishing an actual 

consumption projection for AGOSD. WWCG has a high degree of confidence in its 

consumption projections for the AID-funded facilities. Total consumption for those facilities 

is projected at 35.3 million KWH/year. WWCG can not confirm the consumption for the 

existing AGOSD facilities and WWCG has recommended that AGOSD. assisted by WWCG, 

engage in a systematic review and documentation of all electric service at AGOSD. (See 

Padgham memo to Chairman Sewalem of 26 August 1992) 

Additionally, WWCG can not confirm the true cost of electricity for AGOSD. The 

AGOSD allocation from the Ministry of Finance for FY 92-93 includes an amount of LE 

85,000 for electricity. AGOSD received actual invoices from the power company for FY 90­

91 and FY 91-92 for over LE 5,000,000 in each of those years. 

There is a further question of the extent to which the GOE subsidizes the cost of 

electricity to the users throughout Egypt. 

Until the total consumption requirement for AGOSD can be confirmed, and until the 

true cost of that electricity can be confirmed with the Ministry of Power, WWCG provided 

an allowance of LE 7,000,000 for total energy requirements. This allowance 

2.B. Spare Parts 

- World Bank Technical Paper No. 73. Water Pollution Conlrol, Guidelines for Project Planning and 
Financing. pp 165-170. 
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Tile projection of aif)wance for spare parts is based uporA requiremients of tile 

utility to properly operate and maintain the facilities now operating and under construction 

in Alexandria, including tile large quantity of heavy equipment involved in tile sludge hauling 

and disposal operations. Tile projection is based upon tile requirements defined by the WWCG 

O&M section. 

It should be noted that the allowance for spare parts can be phased-in over a period 

of time based upon the quantity of spare parts that are purchased through Phase I of tile 

Alexandria Wastewater Project. That is, if two years of spare parts are provided then AGOSD 

will increase expenses for spare parts more quickly than if AID provides five years of spare 

parts. For the purpose of this report, it is assur ed that two-years of spare parts will be 

provided. See Schedule 2. 

2.C. Maintenance 

For the purpose of this report, the figure utilized for the requirement for maintenance 

of AGOSD facilities is derived from the budget requests submitted by AGOSD to tile 

Ministry of Finance. For the FY 92-93 AGOSD requested LE 1,012,000 from tile Ministry. 

(See Appendix II.Schedule No 1) Future efforts to refine the determination of financial need 

for AGOSD should review this item in more detail. 

2.D. Rent and Utilities 

For the purpose of this report. tile fig'ure utilized for the requirement for rent and 

utilities is derived from the budget requests submitted by AGOSD to the Ministry of Finance. 

For tile FY 92-93 AGOSD requested LE 1,0() from the Ministry. (See Appendix II, Schedule 

No. I) Future efforts to refine the determination of financial need for AGOSD should review 
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this item inmore detail.
 

2.E. Chemicals 

Operation of the mechanical dewatering facilities (belt filter presses) at the West 

Treatment Plant will require addition of polymer in the dewatering process. At the present 

time there are no known manufacturing sources of suitable polymer within Egypt. Therefore, 

for the purpose of this report. it is assumed that all polymer will be imported. The volume 

requirements for polymer were derived from the WWCG-prepared BODR for the Mechanical 

Sludge Dewatering Svstem. dated May 1989. It should be noted that the actual utilization 

rates and specific type of polymer which will be utilized can not be determined until tile 

contractor actually pilot tests various polymers on the installed presses using Alexandria 

sludge. Specific slulge characteristics can dlemand significant variations in feed and dilution 

rates. These rates have a direct impact on the total cost of the polymer. 

WWCG has applied current polymer costs to its 1989 engineering/design criteria to 

derive the LE 3.200.000 fiiure. Once a determination has been made as to the type of 

polymer to be utilized in Alexandria. the feed rates and dilution rates can be more closely 

specified. At that time a recalculation of polymer cost should be made. 

It should also be pointed out that under the contract for the installation of the belt 

presses requires that the contractor supply AGOSD with a two-year supply of the selected 

polymer. This will postpone the budgetary impact of this new cost item. See Schedule 2. 

2.F. Other NIiscellaneous Expenses 

For the purpose of this report, the figure utilized for the requirement for rent and other 

miscel, 'v,-ous expenses is derived from the budget reLuests submitted by AGOSD to the 
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Ministry of Finance. For tht^ 92-93 AGOSD requested LE 656,00(^u the Ministry. (See 

Appendix II,Schedule No.l) Future efforts to refine the determination of financial need for 

AGOSD should review this item in more detail. 

3. Replacement Reserve 

AID/Cairo specifically requested that WWCG make a recommendation in this report 

regarding a mechanism for AGOSD to address the question of capital cost recovery, or 

replacement reserve. A replacement reserve is a fund in which a utility sets money aside to 

cover the future expense of repiacing fixed equipment, rolling stock, and other capital 

facilities. By United States standards, a replacement reserve is considered an essential 

component of the "proper" operation of wastewater utilities. That being the case, there is no 

consensus on how to calculate the requirement for the reserve. One prudent method would 

be the following: 

1.Inventory all fixed equipment and rolling stock via an asset inventory 

2. Establish a "landed replacement cost" for each item 

3. 	 Establish a depreciation/useful life schedule for categories of items, i.e. 

trucks - 5 years, large motors - 7 years, etc. 

4. Apply the schedule to the replacement cost for the item and include the 

cumulative annual amount in the replacement reserve. 

5. Draw upon the reserve fund to purchase new equipment when replacement 

is necessary. 

Such a procedure requires significant "up-front" effort to establish the system and was 

outside 	 the scope of this pIroject. 

For the purpose of this report WWCG has utilized a more direct approach. U.S. based 
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wastewater utilities have btAk-nown to establish an annual replace,, reserve requirement 

using a flat percentage method. The flat percentage method derives a figure as a function of 

the operating revenues of the utility. The range is generally between 10% and 20% of 

operating revenues. Based upon the pro-forma projection in Schedule 1. of an operating 

requirement of LE 30.369,000, WWCG has derived 16.4%, or LE 5,000,000, as the amount 

for the replacement reserve. At this point in time, it may be of more importance to establish 

the concept of funding a replacement reserve while allowing the process of fixing the precise 

amount to be established utilizing the asset inventory methodology outlined above. An 

allowance of LE 5,000,000, with a phase-in schedule as presented in Schedule 2., is 

recomiiended. 

It should also be noted that within Division III, Section A of the existing AGOSD 

budget there is an amount provided by the Ministry of Finance for rehabilitation/overhaul of 

equipment that has been documented by technical report as broken beyond "repair". Future 

analysis should examine this item more closely as it may, subject to a change in GOE 

budgeting policy, provide a source of funding for preventative maintenance programs at 

AGOSD. 
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Schedule 2.
 

Recommended Full Funding Phase-In Schedule
 

(in 1992 LE)
 

1. Wages and Salaries 

2. Recurring Expenses 

2.A. Energy & Fuel 

2.B. Spare Parts 

2.C. Mvinnance 

2.D. Rent & Utilities 

2.E. Chemicals 

2.F. Other Misc. Expenses 

Sub-Total 

3. Replacement Reserve 

GRAND TOTAL 

Allocation 
92-93 

13,660,000 

354,000 

550,000 

122,000 

1,000 

182,000 

14,869,000 

14,869,000 

Adjusted 
92-93 

13,660,000 

6,824,000 

550,000 

122,000 

1,000 

182,000 

21,339,000 

21,339,000 

Projected 
93-94 

14,000,000 

7,000,000 

1,000,000 

500,000 

1,000 

-

250,000 

22,751,000 

1,250,000 

24,001,000 

Projected Pro-forma 
94-95 95-96 

14,500,000 15,000,000 

7,000,000 7,000,000 

2,250,000 3,500,000 

750,000 1,012,000 

1,000 1,000 

1,600,000 3,200,000 

500,000 656,000 

26,601,000 30,369,000 

2,500,000 5,000,000 

29,101,000 35,369,000 
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Additional Findin.,s 

In addition to the findings and recommendations developed in support of the 

preliminary determination of financial need for AGOSD, WWCG would offer the following 

additional findings to AID/Cairo. 

AF. 1. Underfunding at AGOSD 

WWCG has found that there is a basis for statements made by AGOSD managers 

regarding the lack of funding for the operations and maintenance of the existing system. 

Within the line items of Division II of the budget, which supports the operation and 

maintenance of the facilities, AGOSD has received substantially less than it requested from 

the Ministry of Finance. (At this point in time WWCG can not make any subject judgement 

as to the validity of the amounts requested.) 

Division II Amounts 

(in LE 000) 

Request Allocated % Allocated 

FY 90-91 2208 1660 75 % 

FY 91-92 3022 2084 69 % 

FY 92-93 4379 1209 28 % 

AF. 2. Preventative Maintenance 

There are serious structure problems within the GOE system for successful 

implementation of preventative maintenance systems. The two major problems appear to be 
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AGOSD ACTION PLAN
 

FOR INSTITUTIONAL REFORM
 

Appendix VI
 

Preliminary Water and Wastewater Surcharge Data
 

A. Water Consumption, Fees Rate and Sanitary Drainage Data - Period ending June 30, 1989 

B. Water Consumption, Fees Rate and Sanitary Drainage Data - Period ending June 30, 1990 

C. Water Consumption, Fees Rate and Sanitary Drainage Data - Period ending June 30, 1991 

D. Water Consumption, Fees Rate and Sanitary Drainage Data - Period ending June 30, 1992 

E. Water and Drainage Surcharge Billings and Collections Forecast - Fiscal Year 92/93 

Based upon information made available by the Alexandria Water Authority 



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE 

PERIOD FROM JULY 88 TO JUNE 89 
IN THOUSANDS 

Use Category Water 	 Sanitary Drainage 

Potable Water with Meter Volume in Elfective Value Collection Volume in Effective Value Collection­
(A) Alexandria area Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE 

LE LE 

1. 	Domestic Use 160,100 6.63 10,618 

2. 	Fifter Water for non­
domestic purpose. 

2.1 Commercial 10,000 22.56 2,256 
activities & other
 
miscellaneous
 
participant
 

48,300 16.00 7,728 
2.2 Laige Productive 

Factories
 
7,300 9.11 665
 

2.3 Touristic & 
Investment 	Use
 

1,500 16.00 241
 
2.4 Construction & 

Building 	Service
 
22,900 15.00 3,432
 

2.5 Governmental 
(authorities)
 

2,400 5.51 130
 
2.6 	 Service Use
 

300 399.33 1,198
 
2.7 Alexandria Port. 

92,700 16.88 15,648
 
Subtotal
 

Total (A) 252,800 10.39 26,266 

Service 	Use: (Sport Clubs, youth care centers, registered charitable societies)
10% from these collections are kept with Water Authority as billing and collection remains charges while the remaining balance is paid (i.e. reimburse 
to Sanitary & Drainage Authority after deducting any other claims and expenses. 

/jk/sm (WC2-$2) 



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE
 

PERIOD FROM JULY 88 TO JUNE 89
 
IN THOUSANDS
 

Use 	Category Water Sanitary Drainage 

(B) El Amrla and North Volume in Etlective Value Collection Volume in Eflective Value Collection* 
Coast Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE 

LE LE 

1. 	 Domestic Use 8,000 6.96 557 

2. 	 Filter Water for non­
domestic purpose. 
2.1 	 Commercial 3,600 15.11 544 

activities & other
 
miscellaneous
 
participant
 

2.2 	 La.,e Productive 5,800 15.60 905
 
Factories
 

2.3 	 Tounstic & 1,300 30.92 402
 
Investment Use
 

2.4 	 Construction & - - I
 
Building Service
 

2.5 	 Governmental 5,100 16.96 865
 
(authorities)
 

2.6 	 Service Use - - 2 

Subtotal 	 15,800 17.21 2,719 

Total (B) 	 23,800 13.76 3,275 
Total Potable Water with 
meter (A) & (B) 276,600 10.68 29,541 
Total Potable Water without 
meter 286 
Send Total Unfiltered 
(turbid) water 9 

Grand Total-. 29,835 	 1,988 1,619 

Analysis of Sanitary Drainage Surcharge according to usage category is performed on a judgmental basis. 

S.D. 	surcharge is about 6.66% of water billing. 

/jk'sm (WC2­



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE 

PERIOD FROM JULY 89 TO JUNE 90 
IN THOUSANDS 

Use Category Water 	 Sanitary Drainage 

Potable Water with Meter Volume in Effective Value Collection Volume in Effective Value Collection. 
(A) 	Alexandria area Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE 

LE LE 

1. 	Domestic Use 173,400 7.29 12,652 

2. 	Filter Water for non­
domestic purpose. 
2.1 	 Commercial 15,600 15.00 2,337
 

activities & other
 
miscellaneous
 
participant
 

2.2 	 Large Productive 47,500 18.99 9,022
 
Factories
 

2.3 	 Touristic & 2,100 31.05 652
 
Investment Use
 

2.4 	 Construction & 2,400 18.67 448
 
Building Service
 

2.5 	 Governmental 24,300 15.03 3,653
 
(authorities)
 

2.6 	 Service Use 2,600 6.46 167 

2.7 Alexandria Por. 300 399.00 	 1,197 

Subtotal 	 94,800 18.43 17,476 

Total (A) 268,200 11.23 30,129 

Service 	Use: (Sport Clubs, youth care centers, registered charitable societies) 
10% from these collections are kept with Water Authority as billing and collection remains charges while the remaining balance is paid (i.e. reimbursec 
to Sanitary & Drainage Authority after deducting any other claims and expenses. 

/jk/sm (WC2-SI) 



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE
 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE
 

PERIOD FROM JULY 89 TO JUNE 90
 
IN THOUSANDS
 

Use Category 	 Water Sanitary 	Drainage 

(B) 	 El Amrla and North Volume in Effective Value Collection Volume in Eflective Value Colletion-
Coast Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE 

LE LE 

1. 	Domestic Use 8,500 8.06 687 

2. 	 Filter Water for non­
domestic purpose. 
2.1 	 Commercial 1,400 15.07 213 

activities & other
 
miscellaneous
 
participant
 

2.2 	 Large Productive 11,100 16.90 1,867
 
Factories
 

2.3 	 Touristic & 2,100 35.00 741
 
Investment Use
 

2.4 	 Construction & - 19.00 1I
 
Building Service
 

2.5 	 Governmental 4,900 18.70 917
 
(authorities)
 

2.6 	 Service Use 500 7.67 35 

Subtotal 	 20,C00 18.92 3,784 

Total (B) 	 28,500 15.67 4,471 
Total Potable Water with 
meter (A) & (B) 296,700 11.66 34,600 
Total Potable Water without 
meter 337 
Send Total Unfiltered 
(turbid) water 139 

Grand Total,- 35,075 	 2,278 1,966 

Analysis 	of Sanitary Drainage Surcharge according to usage category is performed on a judgmental basis. 

S.D. 	surcharge is about 6.49% of water billing. 
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WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE 

PERIOD FROM JULY 90 TO JUNE 91 
IN THOUSANDS 

Use Category Water 	 Sanitary Drainage 

Potable 	Water with Meter Volume in Effective Value Collection Volume in Effective Value Collection. 
(A) Alexandria area Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE 

LE 	 LE 

1. 	Domestic Use 178,900 9.33 16,699 

2. 	 Filter Water for non­
domestic purpose. 
2.1 	 Commercial 15,400 18.78 2,893
 

activities & other
 
miscellaneous
 

participant 

2.2 	 Large Productive 46,800 25.06 11,724
 
Factories
 

2.3 	 Touristic & 4,100 48.41 1,985
 
Investment Use
 

2.4 	 Construction & 2,900 23.65 686
 
Building Service
 

2.5 	 Governmental 23,700 15.93 3,780 

(authorities) 

2.6 	 Service Use 3,500 8.3 294 

2.7 	 Alexandria Port. 300 425.33 1,276 

Subtotal 	 96,700 23.41 22,638 

Total (A) 275,600 14.27 39,336 

Service 	Use: (Sport Clubs, youth care centers, registered charitable societies) 
10% from these collections are kept with Water Authority as billing and collection remains charges while the remaining balance is paid (i.e. reimbursed 
to Sanitary & Drainage Authority after deducting any other claims and expenses. 

/jk/sm (WC2-S) 



WATER AND DRAINAGE SURCHARGE BILLINGS AND
 
COLLECTION FORECAST FOR THE
 
FISCAL YEAR 92/93 IN THOUSANDS
 

Period 92/93 

Potable Water with Meter
 

(B) El Amerla & North Coast 

1. 	 Domestic Use 

2. 	 Filter Water for non-domestic 
purpose. 

2.1 	 Commercial activities & other 
miscellaneous participant 

2.2 	 Large Productive Factories 

2.3 	 Touristic & Investment Use 

2.4 	 Construction & Building Service 

2.5 	 Governmental (authorities) 

2.6 	 Service Use 

Subtotal 

Total (B) 

Total Potable Water with meter (A) & (B) 

Total Potable Water without meter 

Send Total Unfiltered (turbid) water 

Grand Total 

Projection for Water Projection for Sanitary Drainage' 

Volume Rate (Pt.) Value Collection Volume Rate Value Collection2 

In Cubic 
Meter 

(Billing)
(LE) 

LE In Cubic 
Meter 

(Pt.) (Billing)
LE 

LE 

9,900 14.99 1,484 

5,170 28.08 1,452 

9,130 35.29 3,222 

4,180 66.84 2,794 

220 34.72 76 

11,880 26.45 3,142 

2,420 15.38 372 

33,000 33.51 11,058 

42,900 29.23 12,542 

360,140 22.04 79,376 

579 

539 

80,494 9,882 7,516 

Analysis of Sanitary Drainage Surcharge according to usage category is performed on a judgmental basis. 
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AGOSD ACTION PLAN 

FOR INSTITUTIONAL REFORM 

Appendix VII 

Various Actions of 

Gen. Eng M. Farid Sewalem, Chairman of AGOSD 

A. English Translation of Decision No. 396, dated 30 August 1992 

B. Schedule of Fees to be Paid for Connecting Buildings to the System (396/1992) 

C. English Translation of Decision No. 497, dated 19 October 1992 

D. Schedule of Fees to be Paid for Direct Services Provided by AGOSD (497/1992) 

E. Translation of Letter to MHPU Regarding AGOSD Review of North Coast 

Development 

F. Translation of Memo Regarding Proposal for Fees for Lab Services to Industry 



AGOSD 
Chairman's Office 

Decision No. 396 for the year 1992 
Issued on 30th August 1992 

The 	Chairnan: 
- After reviewing the Law No. 47 for the year 1978 regarding the state civilian 

employees and the executive regulations and modifying laws of the above law; 

and - the Republican Decision No. 363 for the year 1979 regarding establishing 
AGOSD; 

and - The Regulating Law No. 26 for the year 1983 concerned with regulations for staff 
working in Sewage and Sanitary Drainage and the executing laws; 

and - the AGOSD Board's decision made in the meeting held on 12th July 1992 and the 
Governor's approval on 24th August 1992; 

and 	 - the decisions connected with assignment of responsibilities and authorization of 

power; 

"Decided" 

First Article: 	 Beginning Ist September 1992, the General Directories for "Licensing, 
Execution, and Design" shall carry out the following as per their 
assignment: 

First 	- Building Licensing: 
1. The required costs shall be collected in accordance with the yearly unit prices 

and the equipment hiring rates valid in AGOSD at the time of execution. 

2. Owner contributions in the cost of the main system (network) of sanitary 
drainage shall be accounted as follows: 

1 

Apartment Type 
Number of Rooms 

Apartment with 2 rooms and hall 

(or less) 

Required Payment for 
Each Apartment 

100 LE 

2 Apartment with 3 rooms and hall 200 LE 

3 Apartment with 4 rooms and hall 300 LE 

4 Apartment with 5 rooms and hal 
(or more) 

500 LE 

5 Tourist establishments (per 
room) 

75 LE 

6 Washing rooms (per room) 50 LE 



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE
 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE
 

PERIOD FROM JULY 91 TO JUNE 92
 
IN THOUSANDS
 

Use 	Category Water Sanitary Drainage 
(B) El Amerla and North Volume in Effective Value Collection Volume in Effective Value Collection-

Coast 	 Cubic Meter Rate (PI.) (Billing) LE Cubic Meter Rate (PI.) (Biling) LE 
LE LE 

1. 	Domeslic Use 9,000 12.49 1,124 

2. 	Filter Water for non­
domestic purpose. 
2.1 	 Commercial 4,700 23.40 1,100
 

activities & other
 
miscellaneous
 
participant


2.2 	 Large Productive 8,300 29.41 2,441
 
Factories
 

2.3 	 Touristic & 3,800 55.70 2,116
 
Investmetn Use
 

2.4 	 Construction & 200 28.93 57
 
Building Service
 

2.5 	 Governmental 10,800 22.04 2,380
 
(authorities)
 

2.6 	 Service Use 2,200 12.82 282 

Subtotal 	 30,000 27.93 8,378 

Total (B) 39,000 24.36 	 9,502
Total Potable Water with 
meter (A) & (B) 327,400 18.37 60,155
Total Potab!e Water without 
meter 526 
Send Total Unfiltered 
(turbid) water 490 

Grand Total *- 61,172 	 7,510 5,712 

Analysis of Sanitary Drainage Surcharge according to usage category is performed on a judgmental basis. 

S.D. surcharge is about 12.28% of water billing. 
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WATER AND DRAINAGE SURCHARGE BILLINGS AND
 
COLLECTION FORECAST FOR THE
 
FISCAL YEAR 92/93 IN THOUSANDS
 

Period 92/93 Projection for Water Projection for Sanitary Drainage' 
Potable Water with Meter 

(A) Alexandria area Volume Rate (Pt.) Value Collection Volume Rate Value Collection2 

In Cubic (Billing) LE In Cubic (Pt.) (Billing) LE
Meter (LE) 	 Meter LE 

1. 	 Domestic Use 206,140 13.39 27,602 

2. 	 Filter Water for non-domestic
 
purpose.
 

2.1 	 Commercial activities & other 17,490 30.49 5,333
 
miscellaneous participant
 

2.2 	 Large Productive Factories 53,900 37.24 20,072 

2.3 	 Touristic & Investment Use 5,720 69.61 3,982 

2.4 	 Construction & Building Service 4,290 33.86 1,453 

2.5 	 Governmental (authorities) 25,740 24.36 6,270 

2.6 	 Service Use 3,630 10.92 396 

2.7 	 Alexandria Port. 330 523.12 1,726
 

Subtotal 111,100 35.31 39,232
 

Total (A) 317,240 ?1.07 66,834
 

Service Use: (Sport clubs, youth care centers, registered charitable societies)

This projection is based on 91/92 financial figures in addition to an estimate of 10o as increment of the volume consumption and an average increase of 20
 
in the rate applied. 
 However, estimate for the period 93/95 was not prepared due to the lack of available information. 

'Areas which do not benefit from Sanitary Drainage services during this projeclion period (92/93) are as follows: El Agamy, North Coast, Maryout, El Dekhel 
and some areas in Abu Qir, El Asafra (south railway) and El Mandara (south railway). 

2 The average collection period is about 3 months, consequently billing for the last 3 months of the fiscal year is being collected in the following fiscal year 

/jk/sm (WCI-S) 



Apartm ype Required Paymen4 

Number of Rooms 	 Each Apartment 

7 Basement, storage area, or stores 1000 LE 

8 Garage 	 1000 LE 

9 Swimming 	pools 5000 LE 

Second - Licensing Requests for Industrial Activities: 

1. An inspection fee of 75 LE shall be paid against transportation, inspection, and 
checking the drainage system and making necessary estimations. 

2. The required costs shall be collected according to the annual price lists and the 
hiring rates of equipment which are valid within AGOSD at the time of 
execution. 

3. Contribution amounts for the cost of the main system (network) shall be 
collected as 10 LE per square meter of the total surface area of the building for 
all floors, including the ground floor and all subsequent floors. This includes 
non-housing, industrial, and companies. 

4. Ten percent shall be added as administrative fees. 

5. The requesting party is responsible for obtaining digging and traffic permits 
and for restoring matters as they were. 

6. Ten percent shall be collected against supervision of execution only if AGOSD 
supervision is required. 

Second Articleo Governmental establishments are exempted from the contribution amount 
in the system (network), and only pay the cost of connecting these 
establishments with the sanitary drainage system and related construction. 

Third Article: 	 All concerned authorities have to execute this Decision, each authority in 
its own concern. 

Chairman (signature)
 
Engineer Mohamed Farid Sweelam
 

Dated 30th August 1992
 



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE
 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE
 

PERIOD FROM JULY 90 TO JUNE 91
 
IN THOUSANDS
 

Use 	Category Water Sanitary Drainage 

(B) El Amrla and North Volume in Eflective Value Collection Volume in Eflective Value Collection*
Coast Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE 

LE LE 

I. 	 Domestic Use 10,900 9.83 1,071 

2. 	Filter Water for non­
domestic purpose. 
2.1 	 Commercial 4,900 18.13 888
 

activities & other
 
miscellaneous
 
participant


2.2 	 Large Productive 8,300 24.42 2,027
 
Factories
 

2.3 	 Touristic & 3,300 45.99 1,518
 
Investment Use
 

2.4 	 Construction & 100 18.88 18
 
Building Service
 

2.5 	 Governmental 7,900 18.94 1,496
 
(authorities)
 

2.6 	 Service Use 300 8.60 26 

Subtotal 	 24,800 24.08 5,973 

Total (B) 35,700 19.70 7,045 
Total Potable Water with 
meter (A) & (B) 311,300 14.90 46,382 
Total Potable Water without 
meter 405 
Send Total Unfiltered 
(turbid) water 466 

Grand Total~ 47,253 3,928 2,570 

Analysis of Sanitary Drainage Surcharge according to usage category is performed on a judgmental basis. 

S.D. 	surcharge is about 8.31% of water billing. 

/jk/sm (WC2-S) 



WATER CONSUMPTION, FEES RATE AND SANITARY DRAINAGE 
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE 

PERIOD FROM JULY 91 TO JUNE 92 
IN THOUSANDS 

Use Category 	 Water Sanitary Drainage 

Potable Water with Meter Volume in Eflective Value Collection Volume in Effective Value Colection­
(A) Alexandria area Cubic Meter Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Biling) LE 

LE LE 

1. 	Domestic Use 187,400 11.16 20,930 

2. 	 Fitter Water for non­
domestic purpose. 
2.1 	 Commercial 15,900 25.41 4,040
 

activities & other
 
miscellaneous
 
participant
 

2.2 	 Large Productive 49,000 31.03 15,204
 
Factories
 

2.3 	 Touristic & 5,200 58.01 3,020
 
Investmetn Use
 

2.4 	 Construction & 3,900 28.22 1,100
 
Building Service
 

2.5 	 Governmental 23,400 20.30 4,749 

(authorities) 

2.6 	 Service Use 3,300 9.10 300 

2.7 	 Alexandria Port. 300 435.93 1,307 

Subtotal 	 101,000 29.40 29,723 

Total (A) 288,400 17.56 50,653 

Service Use: (Sport Clubs, youth care centers, registered charitable societies) 
* 	 10% from these colle'-tions are kept with Water Authority as billing and collection remains charges while the remaining balance is paid (i.e. reimbursed 

to Sanitary & Drainage Authority after deducting any other claims and expenses. 

/jk/sm 	(WC2) 



AGOSD
 
PHASE I O&M RECOVERY
 

FEES TO BE PAID FOR CONNECTING THE BUILDINGS TO THE SEWER SYSTEM 

ITEM PREVIOUS NEW CONNECTION
 

CONNECTION CHARGES CHARGES L.E.
 

FLAT WITH 2 ROOM AND A RECEPTION 0 100
 

3 ROOM AND A RECEPTION 0 200
 

4 ROOM AND A RECEPTION 0 300
 

5 ROOM AND A RECEPTION 0 500
 

HOTEL - PER ROOM 0 75
 

LAUNDRY - PER ROOM 0 50
 

WARTHOUS - BASEMENT 0 1000
 

GARAGES 0 1000
 

SWIMMING POOL 0 5000
 

THE TOTAL ESTIMATED INCOME PER YEAR 3 M.L.E. 

PER DECISION NO. 3.96/1992
EFFECTIVE, 1 SEPTEMBER 1992 

/1 j
 



TRANSLATION
 

AGOSD 
In Front of 21 Mohamed Shafik 
Ghorbal (Archimedis Formerly)

El Shatby, Alexandria 
19 October 1992 

Decision No. (497) For The Year 1992
 
Issued on 19 October 1992
 

After reviewing Law No. 47 for the year 1978 regarding the system of the civilian staff 
in the State, and its executing regulations and modifying laws; and 

0 	 Republican Decision No. 363 for the year 1979 regarding the establishment of 
AGOSD, and 

0 	 Law No. 26 for the year 1983 regarding the staff system of Sanitary Drainage 
and its executing laws; and 

* Law No. 457 for the year 1990 issued on 30 September 1990; and 

* Comments by the Engineer; the Chief of the Central Department oi Vehicles 
and related equipment for the dewatering of Residential and non- res;rlntial 
purposes. This is due to the rising cost of repairs of these cars and equipmeot
and the rising prices of spare parts and petroleum materials; and 

Upon decisions which regulate responsibilities and authorization of power. and 

Upon our approved; 

Decided 

Article One: 

Organisation's vehicle operation costs and its ancillary equipment for the 
residential and non-residential purposes shall be as follows: 



First: 

Cost of operating vehicles for residential purposes in all six city quarters ­ as"per each trip" 

1. Operating cost of vehicles, capacity of 3 m3 "Braga/Hino" "per each trip": 
L.E 10.00 

2. Operating cost of vehicles, capacity of 5 m3 "per each - trip": L.E 15.00 
3. Operating cost of vehicle; capacity of 10 M3 "Ford/Internash" per each 

trip" L.E 25.00 

Second:
 

The operating cost of dewatering vehicles, heavy equipment and other vehicles 
of the Organization for non - residential purposes: - "as per hour" 

1. Operating Cost of "Niva" vehicle per hour L.E 10.00 
2. Operating Cost of "Isozo" pick-up Diesel per hour L.E 10.00 
3. Operating Cost of "Datsun" pick-up Gasoline per hour L.E 15.00 
4. Operating Cost of "Ford" pick-up Gasoline per hour L.E 20.00
5. Operating Cost of half lorry Gasoline per hour L.E 20.00 
6. Operating Cost of Lorry per hour L.E 30.00 
7. Operating Cost of Mechanical pipe cleaner per hour L.E 50.00 
8. Operating Cost of "Braga" Auto Dewatering per hour L.E 25.00 
9. Operating Cost of "Hino" Auto Dewatering per hour L.E 25.00 
10. Operating Cost of "Internash" Auto Dewatering per hour L.E 50.00 
11. Operating Cost of "Ford" Deposits Dewatering per hour L.E 50.00
12. Operating Cost of "Vector" Deposits Dewatering per hour L.E 50.00
13. Operating Cost of "Super Vector Camel" per hour L.E 50.00 
14. Operating Cost of "Nafory" per hour L.E 50.00 
15. Operating Cost of "Clampshell" per hour L.E 50.00
16. Operating Cost of "Lorry" Bedford/Mercedes/Ford per hour L.E 25.00 
17. Operating Cost of "Crane" 18 Ton vehicle per hour L.E 150.00
18. Operating Cost of "Crane" 10 Ton vehicle per hour L.E 100.00 
19. Operating Cost of "Crane" 5 Ton vehicle per hour L.E 75.00
20. Operating Cost of "Heavy Loader' vehicle per hour L.E 100.00 
21. Operating Cost of "Light Loader" vehicle per hour L.E 75.00 
22. Operating Cost of "Forklift" vehicle per hour L.E 20.00 
23. Operating Cost of "Drilling" vehicle per hour L.E 100.00 
24. Operating cost "Hammering" vehicle per hour L.E 100.00 
25. Operating Cost of "Compressor" vehicle per hour L.E 25.00 

Article Two: 

With regard to the operating cost of vehicles and equipment of the Organization
inside the Camps of Armed Forces and Central Security Forces, operating cost 
is "per each trip" for residential purposes. 



ARTICLE THREE: 

The above-mentioned operating costs for all categories of vehicles and general 
equipment of the Organization, either for residential or non-residential purposes,
includes all other costs of equipment use, operation, maintenance, fuel, oils and the 
10% administrative fees. 

ARTICLE FOUR: 

The vehicles and equipment shall not be operated in marble, tile, or cement factories, 
or quarries to protect them from damage, misuse or failures due to the nature of its 
original function which is the dewatering of the water and deposits of Sanitary 
Drainage. 

ARTICLE FIVE:
 

This decision shall be effective starting 2 0 1h October 1992.
 

ARTICLE SIX:
 

Concerned authorities shall execute this decision; each in its assignment.
 

Chairman,
 

M. F. Sewelam 

MF:sa(A\Dec) 



AGOSD 
PHASE I O&M COST RECOVERY 

FEES FOR SERVICES PROVIDED BY AGOSD 
EQUIPMENT PREVIOUS CHARGE L E. NEW CHARGE L.E. 

DOMESTIC USES 

COST OF VACUUM 3Mk. TRUCK/HR 
COST OF VACUUM 5M. TRUCK/HR 
COST OF VACUUM IOM. TRUCK/HR 
INDUSTRIAL USES 
VACUUM TRUCK - IZUZU 
VACUUM TRUCK - NIVA 
VACUUM TRUCK - DATSUN 
VACUUM TRUCK - FORD 
VACUUM TRUCK - LOADING 
VACUUM TRUCK - REGATA 
SEWER RODDING TRUCK 
VACUUM TRUCK - HINO 
VACUUM TRUCK - INTERMATIONAL 
VACUUM TRUCK - FORD 
VACUUM TRUCK= VACTOR 

VACUUM TRUCK - SUPER VACTOR 
VACUUM TRUCK - JET$ 
CLAM SHELL BUCKET 
CRANE 18T 

lOT 
5T 


SMALL LOADER 
FORK LIFT 
EXCAVATOR 

HAMMER 

COMPRESSOR 

2 10
 
4 15
 
6 25
 

3 10
 
2.9 10
 
4.7 20
 
3.5 20
 
8.5 30
 
8 25
 
8.5 50
 
8 25
 
25.3 50
 
21 50
 
31 G0
 

36 50
 
29 50
 
28 50
 
78 150
 
s0 100
 
22 75
 
30 75
 
3 20
 
50 100
 
50 100
 
7.6 25
 

THE TOTAL ESTIMATEDl INCOME, PER YEAR 3 M L E. 

PER DECISION NO. 497/1992
EFFECTIVE, 20 OCTOBER 1992 /bL 



TRANSLATION
 

AGOSD 
In Front of 21 Mohamed Shafik 
Ghorbal (Archemidis Formerly) 

El Shatby, Alexandria 

To the Engineer/ The First Undersecretary
 
for Housing & Utilities / Ministry of Development,
 
New Communities, Housing & Public Utilities
 

Dear Sir, 

Reference is made to your letter to that was received onAGOSD 	 October 1992 
concerning the report made by the special committee for studying the building permits in
the Northern Coast area, and to what was said about the cost of revision and approval
of drawings and the supervision on construction and receiving the utility networks of 
Northern Coast projects. 

Please be informed of the following: 

1. 	 AGOSD has no objection to revising and approving the drawings of the Sanitary
Drainage works of the Northern /Coast projects. This is to be against the following 
fees: 

1.5% of the Sanitary Drainage network for the projects of values less than one 
million Egyptian Pounds. 

1.0% of the Sanitary Drainage network for the projects of values of One Million
Egyptian Pounds or more. This is as per the above-mentioned committee 
conclusions. 

2. 	 With regard to supervising the construction; appointing engineers and their daily
patrol vehicles are required. This necessities the payment of fees not less than
3% of the project value. These fees will be against appointments of supervision
engineer and preparation of the vehicles and necessary fuel; since AGOSD has 
no excess of such facilities. 

3. 	 With regard to receiving (handing over) the networks AGOSD has no objection; on 
condition that the Societies provides the required staff and contract with them for 
O&M activities, since AGOSD has no such staff; in addition, our current structure 
does not allow for their provision. The AGOSD task in this job shall be limited to 
be existing throughout the handing over from the construction contractor to the 
Society O&M representative-in-charge. 

Very truly yours, 

Eng. Mohamed Farid Sewelam 
Chairman - AGOSD 

me(EF) 



Alexandria General Organization 
for Sanitary Drainage 

MEMO 

To Be Circulated To The Members Of Board For ReviewConcerning The Services 
Offered To Factories & Commercial Stores 

Mrs. Dr. Nareeman Moustafa, the Director of the Central Laboratories Department, has 
submitted a memo. She indicated the services offered by the Organization/Central 
Laboratory and Technical Research Department for Factories and Commercial Stores 
upon their request to use such reports in studies connected with wastewater 
treatment; as: 

Factories wastewater sampling for obtaining permits or specifying the factories 
treatment unit efficiencies and periodical sampling for factories connected to the 
city collection system. 

* Analysis of these samples for chemical and bacterial content. 

0 Training of chemists working in various factories which analyze the industrial 
wastewater. 

0 	 Specifying the required instruments and chemicals to furnish to new labs built 
in various factories. 

0 	 Providing for consultancy in case of any problem arising in factory treatment 
units. 

* 	 Performing research related to specification of treatment units for factory 
wastewater treatment. 

The request was made in order to cover the cost of consumption of chemicals, lab 
instruments, transportation vehicles and staff charges. This also coincides with the 
general policy of the Ministry of Rehabilitation and Housing. Also, this coincides with 
the principle of self-financing and cost recovery. This releases a burden on the State 
financial support to the Organization. 

Therefore, this matter is offered for opinion of the Board to approve the following:­

1-	 Cost of transportation for sampling and inspection of the factory effluent to be 
L.E 75 - as it was valid earlier in the Organization and approved by the Board. 



2- Analysis the sample of wastewater (except for heavy metals) to be L.E 100 per
sample - added to this the amount in item I for transportation to be known that 
such fees are L.E 300. 

3-	 Bacterial analysis of wastewater to be L.E 75 per sample; in addition to the 
transportation cost. 

4-	 The cost of training one factory chemist for a week in the Central Laboratories 
shall be L.E 75 per person. 

5-	 In case of a need for special studies or a special report on analysis results or 
studies, an estimate shall be prepared and approved by the Central Lab 
Manager. The requesting party shall be notified of this estimate which should 
be paid before performing these studies. The amount shall be paid to the 
Organization. 

This matter is offered to the board for review and approval. 

Chairman, 

Eng. M. F. Sewelam 

Names 	 Signature 

Agree Not Agree 

1. 	 Eng/ M.F. Sewelam 
2. 	 Dr./ Yossry Els)qad'e, 
3. 	 Dr./ Fahmy Elsharqawy 
4. 	 Eng/ M. Ahmed Marzouq 
5. 	 Consultant/Aly Ahmed Hassan _ 
6. 	 Eng/Abdel - Moniem Twafiq 
7. 	 Dr./ Fayeq M. Hassan 
8. 	 Eng/ M. Mahmoud Ismail. 

MF:sa(Memo) 



AGOSD ACTION PLAN
 

FOR INSTITUTIONAL REFORM
 

Appendix VIII
 

Preliminary Draft of a
 

Proposed Decree by the Government of Egypt
 

Authorizing the Reorganization of AGOSD
 



.........................
 

Outline of Decree Language 

2 Authorization to Establish an Autonomous Wastewater Utility 

3 

4 

5 PR j j.LhAjRY iDjR A4j'./ 

6 Decree from the President or the Prime Minister of A.R.E. 

7 No. /1993 

8 for the Reorganization of the General Organization for 

9 Sanitary Drainage in Alexandria 

10 (AGOSD) 
11 

12 

13 The President or The Prime Minister, 

14 After reviewing the constitution, and... 

15 The law No. 93/1962 regarding wastewater disposal, and... 

16 The law for general organization for which the law No. 61/1963 was issued, and... 

17 The law for the local governing system that was issued by the law No. 43/1979, and... 

18 The decree from the President of the Republic No. 135/1979 

19 The decree from the President of the Republic No. 363/1979 
20 

21 

22 

23 

24 The following is hereby directed: 

25 

26 Section 1: 

27 In order to better serve the people of the Governorate of Alexandria as to their needs 

28 in the protection of the public health with adequate sanitation services, and to be 

29 consistent with the policy of the Government of Egypt regarding the elimination of20~~~~ ~ ~ ~ ~ ~ ~ ~' 

30 '. Decree is presented as a first draft of the authorization decree and requires a through 
31 legal review. 
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PP.ELIMJIVARY DRPAKP7 

I subsidies for utility services, that a new law shall be presented and passed before the 

-2 People's Assembly. and that said law shall provide for the reorganization of the 

3 authorities and functions of the General Organization for Sanitary Drainage to make 

4 an autonomous wastewater utility organization in the place of the AGOSD. 

5 

6 

7 

8 Section 2 

9 The draft law to provide for the autonomous utility organization for Alexandria should 

I0 be drafted to be consistent to the following principles: 
I1 

12 1. The draft law should have all the authorities, powers of Decree No. 

13 363/1979 as well as all other grants of executive powers now granted 

14 by the Government of Egypt. 

15 2. The draft law should provide for a new type of utility organization to 

16 be formed for Egypt which can commercialize the business affairs and 

17 management of the wastewater and sanitary drainage as such an 

18 organization shall be operated and managed on the basis that it is a an 

19 autonomous utility. 

i20 3. The draft law should provide that an independent board of directors 

21 shall have all the powers and authorities to govern the organization as 

22 an independent entity and to control all the internal affairs and 

23 decisions of the organization '.-,alout requirement for the approval of 

24 any outside government agency. Said board of directors shall be able 

25 to make binding contracts and enforce binding contracts in its own 

26 name with all parties. The draft law shall provide for the manners and 

27 methods of audit and review of the services and functions of the 

.28 organization over time. 

29 4. The draft law should have an independent budget which follows the 

-­30 financial rules adopted in tile commercial projects. The board of 

31 directors shall take care that the total and true costs of operating the 

Page 2 



sanitation facilities within the Governorate of Alexandria shall be 

,2 recovered by fees and tariffs set for the users of the system. The draft 

3 law shall recover, on an annual basis, the revenues to be sufficient to 

* 4 equal tile costs. The tariffs and fees shall be set on such a basis that 

5 there shall be no direct subsidy of the operating and maintenance costs 

6 of the wastewater utility organization. 

7 5. The draft law should provide that the fixed assets of the wastewater 

8 and drainage works within the Governorate of Alexandria shall be 

9 under the control of the board of directors provided that. by principle. 

10 tile fixed assets shall be legally reserved ultimately to the Governorate. 

11 6. The draft law should provide that the wastewater utility organization 

;12 is authorized to own lands and estates including the right of acquisition 

13 for public use. The draft law shall provide that the organization can 

:14 rent its lands owned by others to achieve tile objectives of its purposes, 

15 or to achieve the welfare of its own employees, or to establish projects 

;16 for the improvement of the sanitary drainage in its service area. 

17 7. The draft law should provide that the new wastewater utility 

'18 organization shall have the clear and precise authority to make its own 

19 rules regarding the employment of its workers. The draft law shall 

i20 provide that the utility organization shall fund from its own revenues 

21 those employees it deems necessary for the conduct of the drainage 

122 systems, The draft law shall provide that the board of directors may 

23 employ others for indirect services provided that salaries and benefits 

J24  for the other employees shall be provided from governmental sources 

25 outside the direct revenues from tariffs and fees. 

J26 

27 Section 3 

128 

29 The Minister of Housing and Public Utilities shall prepare a draft law for introduction 

J30 to the People's Assembly. The law shall be prepared in such a manner that it shall be 

31 presented to tile People's Assembly at its session beginning in November 1993. 
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5 

10 

15 

20 

25 

30 

P-f&LRYJIJ1tARY DRAF-f 

The Minister of Housing and Piblic Utilities shall convene one or more committees. 

2 as he shall determine, to prepare the draft law. The Minister of Finance, the Minister 
3 of Planning, the MI inistry of Local Administration the Council of State and all other 

4 Ninistries. as well as the Alexandria Water General .Authoritv. shall provide all 

cooperation and assistance to the Minister of Housing and Public Utilities to prepare 

6, the draft law. 

7 

8 Section 4 

9 This matter shall deserve the attention and high priority of the Government of Egypt 

and the following schedule 

I Autolomv 

12 November 1993 

13 November 1994 

14 April 1995 

Cost Recover, 

16 July 1994 

17 July 1995 

18 

19 Section 5 

,ihall govern the development of the new organization: 

Draft Law Presented to the People's Assembly 

Implementing Decree(s) signed by the President 

New Wastewater Utility Organization implemented 

Agreement on new Tariffs and Fee Schedules 

GOE Subsidy of O&M Costs Eliminated 

During the period of this reorganization of AGOSD. all efforts should be made by the 

21 Government of Egypt to reduce the subsidy required to maintain the sanitary drainage 

22 of the Governorate of Alexandria. The Ministry of Housing and Public Utilities and 

23 the High Committee on Utilities shall take care to manage the tariffs for water in such 

24 a way that the amount of the subsidy of sanitation shall be declining. 

Section 6 

26 During the period of this reorganization of AGOSD the Minister of Housing,. the 

27 Minister of Finance and Council of State shall take all actions, deemed appropriate 

28 under tie current laws and regulations of the Government of Egypt. to extend to 

29 AGOSD any additional powers and authorities which may be granted to improve the 

administrative capacity. autonomy and cost recovery of AGOSD. 

31 
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