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UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

SEVENTH AMENDMENT
PROJECT AUTHORIZATION

Name of Country: Arab Republic Name of Project: Alexandria Number of Project: 263-

of Eqypt Wastewater 0100
Systems
Expansion

Pursuant to Part Il Chapter 4, Section 531 (Economic Support Fund) of the Foreign
Assistance Act of 1961, as amended, the Alexandria Wastewater System Expansion
Project (the "Project") was authorized on August 27, 1973 and subsequently amended on
six occasions. That authorization is hereby further amended as follows:

Authorized Life of Project Funding: Concerning the first unnumbered paragraph under
Section 1 of the First Amendment to the Project Authdrization, dated September 28, 1983,
as most recently amended by the Sixth Amendment dated May 30, 1991, the approved
level of planned obligations of Grant funds is hereby increased from Three Hundred
Ninety Million United States Dollars ($390,000,000) to Four Hundred Twenty Five Million
United States Dollars ($425,000,000).

Authorized Life of Project: Concerning the unnumbered paragraph entitied "Authorized

life of Project"” in the Sixth Amendment of the Project Authorization dated May 30, 1891,
the planned life of project is increased from fifteen years and four months to seventeen
years and four months measured from the date of initial obligation.

Conditions Precedent to Subsequent Obligation: Within the $425,000,000 authorized Life

of Project funding level, an initial obligation of $15,000.000 shall occur upon bilateral
execution of Ninth Project Agreement Amendment. Subject to (i) the availability of funds,
and (i) all the terms of a subsequent Amendment to the Grant Agreement, A.l.D. intends
to make an additional obligation to the Grantee of $20.000.000 for the purpose of

financing

preliminary investigations, designs and cost estimates of four technical

alternatives for the next expansion of the Project, and the environmental assessment of
such alternatives, but only if, unless A.l.D. otherwise agrees in writing, the Grantee
furnishes to A.l.D., on or before January 1, 1935, in form and substance satisfactory to

A.lD.:

(@)

Evidence that all AGOSD revenues, including those derived from wastewater
tariffs and service fees, are being fully retained by AGOSD and AGOSD is
the sole entity authorized to disburse such funds for its operation and
maintenance.
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(b) Evidence that service fees and wastewater tariff rates should enable AGOSD
to generate a minimum of LE 22.5 million annually, in 1994 LE.

Continuation in Force of Previous Authorization Documents. Except as specifically
amended above, the original Authorization, as previously amended, remains in full force
and effect in accordance with its terms.

a = ~
Approved: LT =
Henry H. Bassford
Director _
Date: -~ °

vi
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EGYPT: ALEXANDRIA WASTEWATER SYSTEM EXPANSION
AMENDMENT NO. 3

. EXECUTIVE SUMMARY AND RECOMMENDATIONS

Grantee: The Government of the Arab Republic of Egypt (GOE)

Implementing Agency: The Alexandria General Organization for Sanitary Drainage
(AGOSD)

Grant Amendment Amount: $35 million

Amount of Total Project Grant (including $35 million amendment): $425 miilion

Obligation Schedule: Proposed FYS4 $15 miiiion
Total $15 miilion

Life of Project: Current LOP is fifteen years and four months. This Amendment will
extend the PACD an additional two years through 12/31/96.

Project Purpose: To expand and develop sustainable wastewater collection,
treatment and disposal facilities in Alexandria.

Project Description: The project consists of (a) the design, supervision of
construction, construction, start-up and commissioning for the first phase of
expansion of facilities for the Alexandria Wastewater System; (b) review of the 1979
Master Plan for the expansion of the facilities and (c) provision of management
advisory services to AGOSD in connection with expansion. management, operation,
and maintenance of the Alexandria Wastewater System.

Project Amendment Description: $35 million will be made available under Amendment
No. 03 to support AGOSD in its transformation toward a self sustaining utility and to
explore environmentally sound technical alternatives for future system expansion.
These funds will finance the costs of (a) increased technical assistance in connection
with operation, maintenance, and training, (b) preliminary investigations, designs,
feasibility studies, and refined cost estimates of four technical alternatives for the next
expansion of the project outlined in the 1993 City Master Plan, (c) Environmental
Assessment (EA) of each design alternative with a follow on Environmental Impact
Statement (EIS) if appropriate, and (d) final project evaluation.
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Project Amendment Conditionality: Except as otherwise agreed in writing, a
subsequent obligation of $20 miilion for the preliminary investigations, designs,
feasibility studies and refined cost estimates of the four technical alternatives for
future system expansion and Environmental Assessment is conditioned upon GOE
providing to USAID in form and substance on or before January 1, 1995 the
following:

a) Evidence that all AGOSD revenues including those derived from tariffs and service
fees are being fully retained by AGOSD and that AGOSD is the sole entity authorized
to disburse such funds for its operation and maintenance requirements.

b) Evidence that service fees and wastewater tariff rates should enable AGOSD to
generate a minimum of LE 22.5 million annually, in 1994 LE.

Total Project Cost: The total LOP cost is estimated to be $425 million and
LE 298.859 million.

Environmental Considerations: The environmental studies/analysis to support
-preliminary design alternatives for future system expansion being financed will
conform with the requirements of 22 CFR 216, "AlID Environmental Procedures". As
activities financed under Amendment No. 03 itself do not contemplate any impact on
the environment, the Mission has obtained a categorical exclusion from
environmental review (Annex E).

Source of US Funds: Economic Support Fund

Recommendations: That a Grant increase in the amount of $35 million be authorized
on terms and conditions as set forth in the draft Project Authorization Amendment
included on Page v of this paper.




A. BACKGROUND

1. PROJECT HISTORY

In 1977, USAID became involved with the improvement of Alexandria’s
wastewater system by providing assistance to the Ministry of Housing and
Reconstruction in the preparation of a Master Plan for system development.
During preparation, the USAID funded consuitant, Camp, Dresser, McKee
(CDM), identified several projects which would provide significant improvements
to the existing system. These projects included a complete coliection system
in the Ras El Soda area (which was in dire need of sewerage disposal to relieve
extensive wastewater flooding), three pumping stations and improved system
maintenance. USAID provided a $15 million dollar ioan (USAID Project No. 263-
0088) to support these undertakings.

The modified Master Plan was completed in November 1878. It recommended
the immediate improvement and expansion of Alexandria’s existing wastewater
collection system and existing treatment plants. Construction of an effluent
disposal system into the Mediterranean (sea outfall) was also recommended.
Following a major environmental review in 1979, the treatment plant
improvements were upgraded from preliminary treatment (course screening and
grit removal) to primary treatment (screening and grit removal plus settling of
solids).

On August 27, 1979, USAID authorized $167 million to finance activities included
in the modified Master Plan as a part of the Alexandria Wastewater System
Expansion Project (USAID Project No. 263-0100). In that same timeframe,
AGOSD was established by the GOE as the implementing agent of the project.
After the Project Agreement was signed, AGOSD sought to carefully examine the
effects of the sitting of treatment plants, the approaches to handling large
guantities of sludge, and the economics of sea versus land disposal. Due to the
magnitude of the decision needed for treatment upgrade, it was agreed that a
review and update of the Master Plan would be necessary prior to undertaking
any engineering and design activities.

When the revised Master Plan was compieted in early 1982, the question of
sewage disposal was reopened. The issue of sea versus land effluent disposal
was a subject of significant debate between USAID and AGOSD. Rather than
delay implementation by continuously debating the method of disposal, a
decision was made to stage system improvements and expansion. USAID
agreed that the resources provided by Project 263-0100 would be used to
finance Phase | of a three phase system improvement and expansion in order
to address the current and potentially most serious public heaith problems in
Alexandria.
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In September 1983, the project was amended to substantially cover its current
range of activities. These include: the design, construction, and start up for the
first phase of expansion of facilities for the Alexandria wastewater system, review
of the 1979 Environmental Assessment of Master Plan recommendations,
management advisory services for AGOSD to improve its capability to manage,
operate, and maintain the Alexandria wastewater system, engineering design
and services during construction, selected commodity procurement, and
development of a phased implementation plan for the expansion of the system.
Phase | construction included the Sporting and Ras E! Soda Pump stations, five
new pump stations, collectors and tunnels, East and West treatment plants,
undercrossings, and sludge dewatering and disposal facilities.

Between 1983 and 1987, a number of unanticipated difficulties adversely
impacted implementation: construction delays caused by uncontrollable external
factors and weak AGOSD leadership, a lack of action by GOE toward
meaningful institutional reform, a lack of GOE resolve on the issue of sea versus
land effluent disposal and significant AGOSD institutional constraints.

2. SUMMARY OF LOP INCREASES SINCE PP AMENDMENT NO.02

Since PP Amendment No. 02, (Authorization Amendment No. 03) dated June
1987, there have been three LOP increases raising the combined total funding
from $262,400,000 to $380,000,000. Each authorization increase is summarized
below:

Authorization Amendment No. 04 ($56.14 million) dated May 1989 - Several
construction contracts encountered site, soil, and groundwater conditions which
required more costly construction procedures than anticipated prior to contract
awards. Resuitant contract change orders substantially increased construction

costs of this project. Foreign exchange and technological needs justified an
additional construction contract for the Smouha and East Zone undercrossings.
Scheduie slippages were caused by selection of sludge site, soil and
groundwater difficulties. Accordingly, engineering services were needed for an
additional three years.

Authorization Amendment No. 05 ($10 million) dated December 1989 - Built by
AGOSD over twenty years ago, eight clarifiers at the East Treatment Plant were
scheduled to be rehabilitated. During the rehabilitation work by the contractor,
serious structural deterioration was detected. The eight clarifiers had to be
demolished and rebuilt.

Authorization Amendment No. 06 ($61.54 million) dated May 1991 - Several
construction contracts encountered unexpected soil and groundwater conditions
which required more costly procedures than anticipated prior to contract



awards. The last two major construction contract award (mechanical dewatering
and undercrossings) costs were significantly higher than previously budgeted
in the project.

To date, the project agreement has been amended a total of eight times. It has
a current Project Authorization level of $390 million and a PACD of December
31, 1994.

3. 1991 INTERIM EVALUATION SUMMARY

The December 1991 mid-term evaluation focused on the project’s physical
progress, its overall social/environmental impact, its sustainability and corrective
actions necessary to accomplish overall project objectives. The evaluation
report was organized around three assessments of the project;
social/environmental, physical progress and project sustainability.

The collection system has been expanded to all targeted areas, and facilities
completed have virtually eliminated sewage flooding of served residential streets.
Preliminary analysis of project impact is positive. While it is difficult to attribute
these improvements solely to the project, the substantial elimination of sewage
flooding/ponding in the streets of the served areas and reducing the sewage
discharges to the Mediterranean during the summer improved the quality of life
and decreased the incidence of water-borne diseases. However, enhanced
water quality in the Mediterranean and Lake Maryout remains an elusive goal
and ultimate protection can not be assured until the GOE carries out the whole
Master Plan. To achieve that, actions by GOE are required to complete the
project by expediting the completion of missing elements in the wastewater
collection and treatment systems, determine the site of permanent effluent
disposal (land or sea), and require pretreatment of industrial wastes. In
addition, more formal testing is required to be implemented for water quality in
Lake Maryout and Mediterranean.

The evaluation team concluded that USAID is providing the direction necessary
to successfully complete the project. USAID project management, combined
with the professional efforts of WWCG have resulited in project facilities which
are well designed, functional and well constructed. Delays in project
implementation have been beyond the control of USAID or WWCG. They have
resulted from a protracted, national controversy surrounding effluent discharge
location (sea outfall or land), complex soils and groundwater conditions, and
inefficient project management procedures of AGOSD. The delay resuited in
increased project costs, postponement of its use and potential degradation of
the system’s completed elements. Currently, the project is progressing well.
All construction is completed and the quality of work is excellent. The full
operation of the project was initiated in October 1993. The contractors involved



have dealt with all difficuities. USAID in coordination with AGOSD, will continue
to provide operation and maintenance assistance until December 1994. USAID
and the consultant should continue efforts to influence AGOSD to adopt and
practice effective project management procedures. A preventive maintenance
program should be continued and expanded to include schedule for exercising
all idle project equipment until full operation begins.

Regarding sustainability, the evaluation report found that the O&M team appears
to be moving towards the goal in a timely fashion. The reports warns that the
complex task involves the future training and motivation of the AGOSD staff, the
reorganization of AGOSD's financial and management structure, and serious
reforms to AGOSD’s authority to levy and coliect tariffs to meet operating
expenses. To achieve that, USAID has to ensure that the O&M assistance
program continue for at least a year beyond the completion of construction and
that the O&M program be reviewed at least one more time.



Evaluation Summary

Evaluation Recommendations

=

Actions

GOE. USAID and AGOSD should take the
necessary actions to complete all
ongoing construction contracts and
award all remaining contracts.

All construction contracts were
awarded and all construction activity is
complete.

USAID in coordination with WWCG
should deveiop a study to determine the
guantity of industrial wastes.

The study determining quantity of
industrial wastes was completed.

An environmental study should be
conducted of project implementation on
Maryout water quaility.

{ The environmental study was finalized
and submitted to the Mission.

The O&M program for AGOSD personnel
should be continued under the WWCG
contract.

The WWCG O&M training program is
ongoing and was extended until
December 1994.

The O&M training program must continue
emphasis on preventive maintenance for
completed facilities.

USAID planned three annual reviews
on the O&M program to assure its
efficiency.

Based on the actions taken, the Mission closed the interim evaluation recommendations.



B. PROJECT IMPLEMENTATION PROGRESS

The Alexandria Wastewater System Expansion Project started in August 1879 and
was directed towards improving specific health conditions in Alexandria by expanding
and developing its wastewater collection, treatment and disposal facilities. The
Master Plan for wastewater treatment was compieted in May 1978, but due to
controversy over two disposal options, sea outfall or land application, the-overall
project was redesigned under a three phases approach.

Phase one included the following facilities: two wastewater treatment plants, siudge
dewatering and disposal facilities, eleven pumping stations, 211 kilometers of
collectors and seven undercrossings. In addition to infrastructure construction,
AGOSD received engineering and technical assistance (consisting of O&M training
and institutional support) from Boyle Engineering Corporation (February 1881-1584)
and Wastewater Consultant Group, (1983-present).

1.  Construction Activities

- The current USAID-funded Alexandria wastewater program consists of prioritized,
immediate-need projects to convey wastewater from the East and West Zones of
Alexandria to primary treatment facilities via new gravity collectors, pumping stations
and force mains. The work also incorporates construction of sludge dewatering
facilities at the West Treatment Plant and sludge disposal (including pilot composting)
facilities at Site SN. As an interim measure under the current program, effluent from
the East and West Treatment Plants will be discharged to the main basin of Lake
Maryout, which is the only option available for near-term implementation. With the
exception of the maintenance facilities. All construction activities are completed and
the project began operating in October 1993. The list of completed construction
projects follows in Table 3-1.



TABLE 3 - 1
LIST OF COMPLETED CONSTRUCTION PROJECTS

PROJECT CONTRACT NO. CONSTRUCTION REMARKS*
ADMINISTRATION (SEE FOOTNOTE)

COLLECTORS AND DRAINS
Smouha and West Zone 02-AID-83/84 WWCG 19 km, 800 -2750 mm
Collectors
Abu Qir Collectors 08-82/83 AGOSD 7 km, 300 - 1500 mm
Abu Qir Laterals 08-83/84 AGOSD 29 km, 150 - 800 mm
Sidi Bishr Collectors 45-82/83 AGOSD 5 km, 1200-1500 mm
Sidi Bishr P.S. Conveyance 55-82/83 AGOSD 1.2 km, 1000-1200 mm
Siouf Collectors 09-83/84 AGOSD 9 km, 200 - 1000 mm
Smouha Collectors 34-81/82 AGOSD 6 km, 200-2750 mm
Smouha Laterals 07-82/83 AGOSD 11 km, 200-900 mm
Smouha Drain 07-AlD-89/90 WWCG 580m, 2750 mm (upper
Improvements portion)
Smouha Drain - AGOSD 800 m, 2750 mm (lower
Improvements portion)
Hydrodrome Drain - AGOSD Work completed by AGOSD

Improvements
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TABLE 3 - 1 (Cont.)
LIST OF COMPLETED CONSTRUCTION PROJECTS

PROJECT CONTRACT NO. CONSTRUCTION REMARKS*
‘ ADMINISTRATION (SEE FOOTNOTE)
FORCEMAINS
Smouha and East Zone 07-AlD-89/90 WWCG Total of 8 Undercrossings
Undercrossings West Zone Tunnel Segments
Nos. 1 and 2 (0.4 km)
Abu Qir P.S. Forcemain 17-81/82 AGOSD 0.95 km, 450 mm
P.S. 11E Forcemain 31-82/83 AGOSD 4 km, 1200 mm
New Smouha P.S. 08-84/85 AGOSD 1.5 km, 1500 mm
Forcemain
East Zone P.S. Forcemains 09-84/85 AGOSD Total of 12.3 km, Twin 1800
mm
Relief Forcemains for Pump
Stations 6E, 7E and 8E 41-82/83 AGOSD Total of 12.3 km, Twin 1800

mm
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PUMP STATIONS
Abu Qir
Maamoura
Sidi Bishr
New Smouha
East Zone
Ras El Soda
Sporting

000000

01-AlD-83/84
01-AID-83/84
01-AlD-83/84
01-AID-83/84

AGOSD
WWCG
WWCG
WWCG
WWCG
CDM
CDM

9.4 Ml/d Average Capacity
35 Ml/d Average Capacity
59 MI/d Average Capacity
190 MI/d Average Capacity
400 MI/d Average Capacity
117 Ml/d Average Capacity
22 Ml/d Average Capacity

|
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TABLE 3-1 (Cont.)
LIST OF COMPLETED CONSTRUCTION PROJECTS

PROJECT

CONTRACT NO.

CONSTRUCTION
ADMINISTRATION

REMARKS*
(SEE FOOTNOTE)

Pump Station Surge Control

o Smouha 07-AID-89/90 WWCG
o East Zone 07-AlD-89/90 WWCG
Existing P.S. Rehabilitation
o 1E, Industries, Old 02-82/83 AGOSD
Smouha
o 5E, 11E, 3W, Furn EWI 03-82/83 AGOSD
Guraya
Treatment Plants
-  WTP Fill and Surcharge 22-83/84 AGOSD
- ETP Blower Installation 39-82/83 AGOSD
- East & West Treatment 03-AID-83/84 WWCG 410 Ml/d ETP, 175 Ml/d WTP
Plants 04-AID-89/90 WWCG Belt Filter Presses (12)
-  WTP Mechanical Dewatering 05-AID-89/90 WWCG Composting & dedicated
-  Site 9N Sludge Disposal land disposal I
Miscellaneous
Engine Generators
o Maamoura P.S. - AGOSD . Work by AGOSD
0 New Smouha P.S. - AGOSD -Work by AGOSD
0 West Treatment Plant 01-AID-83/84 WWCG -Change Order - Oct. 92
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2. Engineering

The first US consultant, Camp Dresser and McKee (CDM) prepared a Master
Plan for development of the Alexandria Wastewater system. CDM completed the
Master Plan in November 1978. In August 1979, AGOSD was established and
designated by the GOE as the implementing agency for the project.

AGOSD used competitive procedures to select and sign a contract in 1980, with
the Wastewater Consuitant Group (WWCG). WWCG was contracted with to
provide major design and construction supervision services. WWCG's first task
was an update of the Master Plan to incorporate treatment plant improvements
into the phased implementation plan. The Master Plan review was completed in
early 1982 and Phase One was authorized by USAID on September 1983. For
the proposed future AWW system expansion, WWCG updated the Master Plan
which was submitted to the Mission in late February 1993 outlining technical
alternatives (Annex B).

3. Technical Assistance

The fundamental goal of the technical assistance work is to provide AGOSD with
the capability toc manage, operate and maintain Alexandria’s wastewater facilities
in an efficient and environmentally safe way.

a. Operation and Maintenance Support: Some O&M training was
accomplished under Boyle’'s contract in the early stages of the project. The
Boyle activities included material management and training (work programs,
cleaning/repair crews, equipment operation). The consuitant made many
recommendations, which were, however, only partly implemented by
AGOSD.

In 1980, AID provided funding for a $10 million contract modification to
WWCG to provide a comprehensive O&M program. The current Phase |
O&M program is designed to provide mainly start-up services and training
to AGOSD personnel assigned to the USAID funded facilities. 1t is
scheduled to continue for one year after the completion of construction or
until the end of 1994. Existing inputs will ensure that the facilities are
operational, and the O&M staff have the skills and knowledge to operate
and maintain them.

The facility portion of the program is an ongoing effort with a basic structure
shown by the following scopes of work: 1) O&M training, 2) O&M manuals,
3) organizational structuring, 4) spare part management system, 5)
equipment assessments, 6) start-up plans. In addition to this facility
segment, the following activities/sectors have been addressed: 1) twinning
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programs with U.S. utilities, 2) safety programs and 3) establishment of the
following: central maintenance unit, technical library, training center and a
central laboratory. The details of individual tasks completed to date under
the O&M program are shown in Table 3-2.

TABLE 3 - 2

STATUS OF CURRENT O&M PROGRAM

Activity Description j
Pumping 1. Completed O&M training activities.
Stations

2. Turned over responsibility for further implementation of
the TUMMS (Total Utility Maintenance Management
System) computer software package to AGOSD.

3. Ordered additional spare parts for all USAID-funded
pumping stations.

4. Completed an equipment condition assessment survey
of all AGOSD pumping stations, which indicated the
critical need to rehabilitate many of the old stations.

5. Revised O&M Manuals for the Sporting and Ras El Soda
Pump Stations.

B N
Collection 1. Organized and initiated effective operations of a
Systems Collection System inspection and Cleaning Unit within
AGOSD.

2. Inventoried and evaluated AGOSD’s sewer inspection
and cleaning equipment, made recommendations for
additional equipment and ordered needed spare parts.

14



Treatment Plants

Completed O&M task analyses for the East and West
Treatment Plants and began orientation and general
knowledge training.

Completed O&M Manuals for both plants.

Developed job descriptions. organization charts and
staffing plans for both plants.

Prepared start-up plans for both plants

Mechanical
Dewatering and
Sludge Disposal
Facilities

Completed O&M task analyses for both facilities.

Began preparation of the Sludge Disposal Facilities O&M
Manual.

Completed list of additional spare parts and tools
needed at both facilities.

Training Center

Established the AGOSD Training And Technical
Information Center (TRATIC), which is responsible for
the design, development, delivery and evaluation of all
training for AGOSD’s O&M staff.

Trained two groups of AGOSD's trainers who are
actively involved in training others.

Maintains technical information, such as "Record-
drawings" and related shop drawings of completed
wastewater facilities.

Technical Library

Inventoried technical and training documents.

Developed a technical documents classification system
as well as cataloging and circulation procedures.

Identified and ordered library materials and supplies.
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Twinning

Developed "twinning" objectives, program and participant
selection criteria.

Conducted the first twinning program for six AGOSD
pump station staff at the Orlando, Florida Wastewater
Treatment Plant.

AGOSD Central
Maintenance Unit

Established the AGOSD Central Maintenance Unit
(CMU), which is responsible for TUMMS, quality control,
monitoring of maintenance services and providing
specialized maintenance services to all of AGOSD's
facilities.

Laboratory

Developed a Laboratory Quality Assurance/Quality
Control (QA/QC) Program Manual and a Laboratory
Procedures Manual.

Developed comprehensive lists of equipment, chemicals
and supplies needed for the treatment plants and central
laboratory.

Continued developing training materials.

Safety

Developed a Safety Program Manual and began
implementation of the safety program.

Developed work safety lesson plans, learner’s guides
and training aids.

Specified and ordered safety equipment for all new
facilities.

Inventoried, inspected and completed repair
recommendations concerning existing safety equipment
for pumping stations and collection systems.
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b. Institutional Support: The first institutional support to AGOSD by Boyle
concentrated on assisting and advising construction and management
personnel. The majority of training was devoted to engineering staff in order
to facilitate ongoing construction activities. Boyle’'s efforts to restructure
AGOSD and improve management were unsuccessful and their contract
was terminated by AGOSD in 1984.

In Spring of 1993, WWCG, AGOSD and USAID finalized Modification No. 11
to provide $2.1 million from 1993 thru 1994 for a modest institutional support
program at AGOSD. This program was authorized by PIL No.54.
Additionally, at AID’s request, AGOSD has prepared an Action Plan for
conversion to an autonomous utility. The institutional development of
AGOSD is central to establishment of a self sustaining, independent utility
capable of operating and maintaining the existing facilities and proposed
expanded facilities in phase Il.

The current institutional development TA has yielded significant.results in a
short period of time. AGOSD’s Chairman has taken ownership of the action
plan process. The Presidential Decree prepared by AGOSD has been
approved by the President. The Chairman and his senior managers have
just begun to work on a strategic plan for the organization and are fully
engaged in discussions about the concepts of autonomy and
independence.
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C. AGOSD ACTION PLAN (ANNEX C)

1.

2.

Structural Constraints Creating the Need for Reform - There are poilicy,
institutional and technical constraints that threaten the sustainability of USAID'’s
present and future investments in the AWW system. Weaknesses are still
evident in the systems for operation, maintenance, and management of the
AGOSD facilities. Funding is controlled by an inflexible central government
process which is not responsive to local needs. AGOSD is unable to retain its
own revenues as well as set appropriate tariffs and rate structures to recover its
costs. AGOSD is excessively overstaffed with an underpaid workforce because
of restrictive civil service laws. These constraints affect AGOSD progress toward
achieving an appropriate policy framework which fosters institutional
development, financial viability and future growth.

Conditionality for Funding Future Systems Expansion - During the past several
years, the GOE and AGOSD have continued to request that USAID finance
additional studies and construction to expand the AWW system. Because of the
continuing institutional constraints, USAID’s initial position was that any further
construction would be financed by another donor. In August 1992, however,
the Mission Director advised AGOSD that USAID wouid be willing to consider
some financing for additional construction (part of Phase il) only after the GOE
and AGOSD had completed reforms that would make AGOSD fully autonomous
with full cost recovery. The Director requested that AGOSD prepare a plan of
action which would show how AGOSD would achieve autonomy and full cost
recovery. He indicated that USAID would be prepared to assist AGOSD
implement the Action Plan. Commitment of any future funding activities was
preconditioned on AGOSD progress toward implementing structural and
administrative reforms aimed at cost recovery and AGOSD transformation into
an autonomous utility. Accordingly, AGOSD, with the assistance of its

engineering consultant, WWCG, prepared an Action Plan and presented it to the
Mission on 16 December, 1992.

AGOSD Action Plan Content and Mission Review - The Action Plan submitted
by AGOSD describes discreet activities in a time phased approach to achieve
100% cost recovery and AGOSD’s transformation into an autonomous utility by
July 1995. A complete analysis of institutional requirements (including pricing,
autonomy, financial structure, and labor adjustment), determination of financial
need, surcharge data, and a preliminary Presidential Decree of GOE
authorization of AGOSD reorganization are contained therein.

The AGOSD Action Plan underwent formal review within the Mission. Based on
this review, the Mission approved the strategy of supporting the implementation
of the Action Plan through an amendment to the existing project. The Mission
communicated to AGOSD its endorsement of the Action Plan, highlighted the

18

/

~ -

/

y
/



need for developing mutual agreement on the concepts of autonomy and cost
recovery, and outlined the Mission’s proposed assistance.

While endorsing the plan, the Mission additionally requested that AGOSD submit
a specific plans for discontinuing government subsidies for redundant personnel
and for financing long term investment needs. Supplemental information was
provided by AGOSD on March 15, 1993. On May 23, 1993, the Mission
responded to the supplementary plans by reiterating the definitions of full cost
recovery and labor force adjustment and stressing the importance of timely
reform in the context of financing any future system expansion. The GOE
issued an acceptable presidential decree authorizing AGOSD full cost recovery
and autonomy in support of its Action Plan. However, although the decree is
interpreted as an intent by the GOE to proceed with the necessary sector
reforms, no progress has been made in the last three years on increasing
revenues from tariffs. Accordingly, the Mission has conditioned future funding
for the engineering and environmental studies on GOE progress toward
increasing tariffs and providing evidence that all revenues are being retained.

IIl. AMENDMENT RATIONALE AND DESCRIPTION

In conformance with USAID’s sector strategy, USAID continues to assist the urban
population of Egypt gain greater access to reliable wastewater services through
constructing and rehabilitating infrastructure. However, one significant trend in
USAID’s present approach to the wastewater sector is emphasis on moving from
construction to sustainability. As the facilities under the existing project are turned
over to the GOE, it has become clear that AGOSD can not operate and maintain the
present or any future structures without addressing the underlying constraints of
autonomy, accountability and cost recovery.

Ongoing poilicy dialogue has made clear that no USAID funds for additional
construction activities can be provided before AGOSD recovers O&M costs,
generates an adequate replacement reserve, and achieves autonomy. in order to
achieve this goal, AGOSD management and financial systems need to be
restructured to assure self sufficiency and sustainability for present and future
investment needs. Increased technical assistance is needed to ensure that existing
and any potential future facilities are properly operated and maintained. Although the
current city Master Plan which was submitted to the Mission in March 1993 outlined
technical alternatives and preliminary cost estimates for the rest of the system
expansion, additional preliminary engineering design and cost refinement analysis are
required before construction activities can be initiated. Additionally, an environmental
assessment will need to be conducted to describe the environmental impacts of a
range of feasible alternatives for effluent disposal, sludge management and treatment
systems expansions.
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Given the PACD and the Action Plan’s proposed timeframes to achieve autonomy
and cost recovery, AGOSD will not be fully autonomous until mid-1886 at the earliest.
This means that additional technical assistance to help AGOSD become autonomous
will be required beyond the December 31, 1994 PACD. For this reason, the Mission
developed and approved a strategy to amend the existing project and obtained
AID/W ad hoc redelegation of authority (Annex C) to extend the PACD through
December 31, 1996. It is estimated that the additional engineering/environmental
studies and institutional technical assistance will require two years to complete.

A. RATIONALE

The Action Plan’s success will represent a significant milestone for the GOE in the
transformation of an obsolete, government owned utility into an autonomous, self
sustaining entity. Successful implementation of the Action Plan provides the
favorable policy climate in the wastewater sector for making the changes needed
which will ensure the sustainability of future investments in the wastewater sector.

The Action Plan is an ambitious plan. The implementation of the Action Plan would
also be a significant accomplishment for the Mission. Several cutcomes toward
fulfiling the Mission’'s strategic objective in the water/wastewater sector would be
achieved. Increased access to water/wastewater services in target urban areas are
measurably achieved through increased utility efficiency, increased reliability of
services, and improved pricing and cost recovery for services.

Several important factors must be considered in structuring USAID assistance toward
achievement of AGOSD autonomy and potential follow on construction activity.
Timing, actual GOE progress toward achievement of AGOSD autonomy and cost
recovery, the importance of USAID's programmed target obligations in the
water/wastewater sector, USAID’s current sector strategy, and the political
ramifications of USAID’s response to the AGOSD Action Plan are all critical issues
that must be considered in designing USAID’s strategy for assistance.

AGOSD has indicated its wilingness to implement reform by developing a time
phased Action Plan which laid out a detailed approach to full autonomy and cost
recovery by mid-1996. Additionally, a revised Presidential decree was issued in
March 1994 which provides the enabling legal framework toward the planned
reforms. In order for mid-1996 to be a meaningful timeframe, USAID must
immediately move forward with the necessary institutional strengthening activities to
ensure that AGOSD reaches its goal of autonomy. Engineering and environmental
study of potential future expansion must be predicated on GOE progress toward tariff
increases and revenue retention. A proposed authorized LOP increase of $35 million
is readily achievable through an amendment to the existing project, a two year PACD
extension and obligation of funds for the technical assistance and
operation/maintenance support. Timely USAID assistance is essential to achieving
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the goal of autonomy.

Amending the existing project is the most desirable strateqgy for several reasons. |t
is consistent with the timing of the assistance required for the implementation of the
AGOSD Action Plan and design of future construction activities. The Mission is
significantly closer to achieving its strategic objective of utility efficiency and reliability
in the water/wastewater sector. Target obligation timeframes for capital projects in
the water/wastewater sector would not be adversely impacted.

USAID support to AGOSD in the implementation of its Action Plan contributes to the
achievement of the existing project's purpose of improving the public health
conditions in Alexandria by expansion and development of wastewater collection,
treatment and disposal facilities. As described below, this amendment’s activities are
within the project’s purpose and justified both technically and programmatically.

Mission will make a determination to commence the new Phase Il project based on
AGOSD satisfying criteria contained in their action plan and also contained in the
Mission’s PP logical framework under objectively verifiable indicators. The criteria are
as follows: 1) AGOSD retains 100% of the revenue generated from tariffs, 2) all legal
impediments are removed permitting AGOSD autonomy, 3) O&M costs recovered
through revenue generation, 4) AGOSD has authority to structure tariffs, and 5) all
AGOSD employees are paid solely by revenues generated.

It is hoped that those criteria will be met by mid-1996, however, many actions
required to obtain these goals are outside of either AGOSD or USAID’s control.
Therefore, the schedule for the Phase Il decision is tentative. Mission will evaluate
the GOE financial and legal systems in place at an appropriate time to check for
compliance and then provide justification for a decision on implementation of Phase
il
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B. DESCRIPTION OF ACTIVITIES

The four proposed inputs (engineering and feasibility studies, environmental
assessment, increased technical assistance toward developing AGOSD cost recovery
and autonomy, and increased O&M training) are fully consistent with the project’s
stated purpose. Existing project components are chiefly 1) the construction of
collection and treatment facilities and 2) technical assistance for AGOSD in both
institutional development and operation and maintenance activities. Construction
was completed in December 1993 and existing TA will continue through December
1994. The two year project extension will continue the TA component and add
engineering design/analysis on selected alternatives proposed for phase il.

The additional TA is required because AGOSD institutional and O&M capabilities are
at the starting point and new systems are becoming operational in 1983. The
engineering design works cover preliminary studies necessary for finalizing Phase |
components. Proposed TA and design activities are follow-on actions connected to
the existing project companents and action plan. To compiement ongoing technical
assistance activities, two fully competed direct institutional contracts are envisioned;
the first contract will cover A&E and Environmental Assessment and the second
contract includes O&M and Institutional Development. Activities of these contracts
are described below:

1. INPUTS

a. Architect and Engineering (A&E) Services ($12 million): Engineering
services will be utilized to preliminary design and analyze four technical
alternatives for further design and cost estimates. Costing will be
accurate to within plus or minus twenty five percent. The four
alternatives are as follows: 1) primary treatment with sea outfall, 2)
primary treatment with lake discharge, 3) primary treatment with lake
bypass, and 4) secondary treatment with either lake discharge or
bypass. All four alternatives contain common features as follows: 1)
central zone improvements, 2) pump station improvements, 3)
treatment plant expansions, 4) sludge dewatering and transport.

All common features contained within the four alternatives will be
carried through preliminary design stages. Alternative designs will be
developed in conjunction with the environmental studies and modified
or expanded as environmental constraints dictate. All of the four
alternatives are subject to either revision or elimination to conform with
USAID environmental rules and regulations (22CFR216).

22




b.

Qperation and Maintenance ($5.5 million): The current O&M program
is designed to provide mainly start-up services and training to AGOSD
personnel assigned to the newly constructed facilities. The level of
effort in Phase | has ensured that facilities are operational and that all
personnel have some training and hands on time with their equipment.
Additional T.A. is necessary to ensure smooth functioning of all
facilities until AGOSD staff has gained experience sufficient to oversee
all operation and maintenance in an effective manner.

Operation and maintenance assistance in the new two year contract
will provide experienced managers in all key positions. Managers will
be assigned to the following positions: East and West treatment plant,
sludge dewatering facility, O&M management specialist, maintenance
management specialist, and operations specialist. All expatriates will
work in tandem with (train/assist) AGOSD site managers throughout
their assignments. In addition, an emergency fund of $500,000 will be
available for urgent procurement through the period of contract. This
fund will be specifically for small value procurement that would cause
system downtime if ordered and shipped through the normal GOE
procurement process. -

Institutional Development ($5.5 million): In addition to on-going
technical assistance activities being provided under Modification No.
11 to the WWCG contract, additional technical assistance is required
to ensure AGOSD achieves transformation into an autonomous, self
sustaining utility. Specifically, assistance is required in the following
areas:

(1) Development and implementation of a new regulatory process
within the GOE and Alexandria Governorate for the review and

approval of AGOSD-generated tariffs.

(2) Development and implementation of a new system of personnel
rules and regulations to allow AGOSD to become independent of the
GOE central civil service system.

(3) Development and implementation of a new procurement system
to allow AGOSD to become independent of the current Law 9
centralized and overly-restrictive process.

(4) Provide support to the AGOSD Chairman in the development and

implementation of his labor force adjustment plan so that he can
"down size" the organization to a manageable utility labor force.
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In order to achieve the foregoing objectives, the following additional
resources/inputs are planned to enhance the capability of AGOSD:

a)

d)

Expand the coverage and depth of the management training program
to:

(1) Include additional key managers in the training
(2) Increase the number of topics for courses/seminars/workshops
(3) Provide for management twinning with US utility

Expedite the development and installation of critical accounting and
financial management systems necessary for the proper internal
management control of a wastewater utility.

Enhance the development of software for the financial applications to
support the utility-based requirements of procurement, inventory and
internal distribution of parts and supplies within AGOSD. This program
will strengthen the management practices of AGOSD by implementing
program elements designed to increase the administrative capacity of
the organization. This will be done by improving existing skills,
teaching new skills, developing management systems, and improving
procedures and practices.

Provide institutional support and guidance to AGOSD and all other
Governmental ministries/agencies in the development of new laws and
regulations which authorize change tc allow expanded authority for
management of the Alexandria wastewater facilities.

In sumn:mary, the key activities contained in the institutional development program are

as follows:

cLeRNVLLNZ

Strengthen AGOSD management capability

Modernize AGOSD management systems

Upgrade AGOSD financial control systems

Develop systems for financial viability

Improve AGOSD organizational effectiveness

Upgrade AGOSD management policies and procedures
Prepare training program and plan

Upgrade AGOSD technical capacity

Improve personnel management practices

Implement system O&M plans
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Environmental Assessment (38.0 million): USAID will prepare an
Environmental Assessment (EA) of the technical alternatives being explored
for possible expansion of the wastewater system in Alexandria, Egypt. The
program involves the collection and conveyance of the city’s wastewater to
one of two wastewater treatment facilities that have been constructed under
the current project, and the disposal of wastewater effluent and sludge.

The purpose of the EA is to describe the environmental impacts of a range
of feasible alternatives for effluent disposal, sludge management and
treatment systems expansions proposed for the two primary wastewater
treatment facilities that have been constructed under the current project; to
compare those impacts among the aiternatives to those of the "no-action”
alternative; to identify an environmentally preferred action; and to
recommend any necessary mitigation measures.

The EA will employ a two-stage alternative analysis for the program. The
initial screening will be a documentation of the evaluation conducted for the
1983 Master Plan Update. Based on the 1993 update, it will identify and
eliminate those alternatives which are either cost-prohibitive or technically
not feasible. The document will then provide a detailed analysis of the
remaining alternatives identified below. The evaluation will be based on
environmental, technical, cost, and institutional criteria. This evaluation is
intended to provide adequate documentation that a reasonable range of
alternatives has been considered, pursuant to NEPA provisions at CFR Part
1502.14.

Effluent Disposal Options:

No action

Primary treatment with lake discharge
Primary treatment with lake bypass
Primary treatment with sea outfall
Secondary treatment with lake discharge

®00op

Evaluation ($1.0 million): USAID will use an IQC or a contract issued by
USAID/Cairo for the final project evaluation. The final evaluation will focus
on four aspects of the project. The first is physical completion and
performance of the project. Does the system as a whole meet the project
purpose? How does each unit (collection, treatment, and disposal)
perform? What is the quality of the work? The contractor will assess
performance related to expected project purpose and goals.
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The second aspect is overall social and environmental impact. The
evaluation will look at the impact on the social fabric and environmental
health of the serviced community. The contractor will identify the extent of
increased sewer service in the city and record the community attitudes
toward the project as a whole.

The third aspect will address sustainability. Are completed facilities being
appropriately operated and adequately maintained? Are adequate O&M
systems in place and are they being followed? Has training been effective?
Are O&M plans for the project going to assure maximum sustainability?

The final aspect will identify problems and constraints affecting project
performance and recommend specific courses of action to remedy them.
The contractor will recommend any other actions that can be taken to
assure achievement of project goals and purpose.

Contingency ($3.0 million):

Due to the nature of the activities, specially the EA/EIS, it is prudent to
allocate about 10% of the total amendment budget for contingency.
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2. REVISED IMPLEMENTATION PLAN

USAID/Cairo will initially enter into an AID direct, consuitant contract for O&M and
institutional development work. Source selection procedures as defined in FAR Part
15 will be used. The procurement will begin with a CBD Notice announcing the
issuance of the RFP. Proposals wiil be evaluated, ranked and negotiated using the
criteria established in the RFP.

Assuming the GOE has satisfied the conditionality for the obligation of funds for
engineering and environmental study, USAID/Cairo will enter into a AID direct,
Architect and Engineer (A&E) contract for the engineering design and environmental
assessment/impact study work required under the project. Architect and Engineer
source selection procedures as defined in FAR Part 36 will be used. The A&E
procurement will be initiated with a CBD Notice soliciting standard forms which detail
experience and capabilities of interested A&E firms. The firms will be evaluated on
the basis of relevant experience and capability using evaluation criteria established
in Part 736 of the AIDAR. A cost-plus-fixed-fee type contract will be negotiated with
the top ranked firm or joint venture.

An 1QC process will be utilized to conduct an evaluation during the last six months
of the project (July - Dec 1996). Mission will contact USAID/Washington to select
an |QC firm and utilize a delivery order for performing the end of project evaluation.
Alternatively, DIR/CS will compete and award a contract using FAR Part 15
Negotiated Procurement Procedures.

CBD notices for both contract solicitations were issued. The timing of this
procurement will correspond to the implementation phasing, including the phase-out
of the current Alexandria Wastewater contractors (See page 29 for an estimated
schedule).

Buy America Considerations

With the exception of audit, the source of all inputs obtained under this project will
be AID Geographic 000 as all inputs will be provided through a U.S. contractor.
Audit services will be obtained locally. These will be professional services contracts
estimated not to exceed $250,000 and shall conform with the requirements of HB 1,
Supplement B, Chapter 18, Iltem Aic(4).
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It is anticipated that the U.S. contractors will spend approximately $10 miilion on
residential and office rent, utilities, temporary lodging allowance, education
allowance, local per diem, salaries of local staff, office supplies and short-term vehicle
rental. As these are composed of commadities and services that are available only
locally, local procurement of these items is eligible in accordance with HB 1,
Suppiement B, Chapter 18, ltem A1c(6).

Disadvantaged Enterprise Program Consideration

The CBD Notice and RFP will encourage maximum participation of organizations
included under the Gray Amendment in the proposed contract. In this respect, it is
expected that disadvantaged enterprises may contribute effort in such areas as the
evaluation and special studies.

Procurement Schedule for Service Contract

A/E selection process Activity Time Total elapsed time
(Days) (Days)

l;’ublish CBD Notice 5

Submissions Received from Firms 45 50

Review and Short-list 30 80
Interviews Conducted 21 101

RFP Issued to First Ranked Firm 21 122
Negotiations 60 182

Award 15 197
Mobilization 30 227

28




T/A selection process Activity Time Total Blapsed Time

(Days) (Days)

Publish CBD Notice 5

lssue RFP 18 20

Proposals received from firms 60 80

Evaluate and rank 30 - 110

Discussions conducted 21 131

Best and Final Due 30 161

Evaluations of Best/Final 15 176

Award 15 191

Mobilization 30 : 221 —

Evailuation:

Issuance Of 1QC Delivery Order 60
Issuance of AID Direct Contract 180
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3. REVISED FINANCIAL PLAN

.
Activity Estimated Cost §
(000)

1.  Engineering - Design/Cost Estimate
a) Alternative Selection/Screening (576 mm) 3,100
b) Preliminary Eng. Design/Cost Estimate (192 mm) 3,700
¢) Local Labor, Support and expenses 3,200

2. Environmental Studies
a) Lake Maryout studies 1,000
b) Mediterranean Studies 3,500
c) Alternative analysis 3,500

3. Technical Assistance T
a) Operation and Maintenance 5,500
b) Institutional 5,500

4. Evaluation 1,000

5. Contingency 3,000

TOTAL 35,000

NOTES: 1) Estimate approximately 25% of project cost to finance local cost
components under each line item.

2) Estimated costs are based on previously/ established levels of efforts for

similar tasks under this project. Persor}months are estimated at a total
annual cost of $250,000 per expatriate employee.
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DISBURSEMENT SCHEDULE

(US Dollars x 1,000,000)

PROJECT TOTALS

—_— e — ..

|

* Contingencies are incorporated into Engineering and Technical Assistance line items.

1993 1994 1995 1996
Construction 264.0 278.1 278.1 278.1
Equipment & Materials 0 0 0 0

L

Engineering 0.4 92.9 92.9 94.9
Technical Assistance 18.7 21.0 39.0 52.0
Contingencies*
TOTAL 373.1 392 410 425

I
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FINANCIAL PLAN

(000 OMITTED)

EXISTING BUDGET CHANGES NEW TOTAL J‘
AID GOE AID GOE AID GOE AID GOE
$ L.E. $ L.E. LE. $ LE. "
FX IC** FX IC** FX IC**
Construction 274, 862 - 219,574 - - (19,574) | 274,862 - 200,000 274,862 | 200,000
Equipment & 150 - - - - - 150 - - 150 -
Materials
n Engineering 78,612 16,400 | 15,560 - - (4,000) | 78,612 | 16,400 11,560 95,012 11,560
ﬂ Technical 18,110 1,290 550 35,000 - - 53,110 1,290 550 54,400 550
Assistance
Contingencles 576 - 15,075 - - (12,226) 576 - 2,849 500 2,849
in Kind* - - 48,100 - - 35,800 - - 83,900 - 83,900
TOTAL $372,310 | $17,690 | 298,859 | $35,000 - 0 $407,310 | $17,690 298,859 | $425,000 | 298,859
* Includes estimates for land acquisition, mapping, road repaving undercrossing, owner-furnished, material, pipe laterals

and connections, and miscellaneous. All other Grantee contributions will be cash contributions.

**  The U.S. dollar equivalent of the local currency made available hereunder by A.L.D. will be the amount of U.S. dollars
required by A.L.D. to obtain the local currency.

AN

Existing LOP for 263-0100 project is $ 390.0 million. Obligation level is $ 389.924 million

#x+* The additional $ 35 million for funding Amendment No. 3 activities has been allocated to the FX portion of the line
item Technical Assistance, for both US$ and LE equivalent of the contracts.

~
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4. HOST COUNTRY CONTRIBUTION

The proposed two years extension will not include construction activities. As a result, no cash
contribution is anticipated during the extension period. In fact, the current budget of cash
contribution will be reduced as described below. On the other hand, in-kind contribution will be
increased by the cost of operation, maintenance and other facilities which will be provided by
the host country during that period. As the reported in-kind contribution amounts to date are
exceeding the original budget, there is a high confidence that the estimated additional amounts
will be achieved by GOE.

The following is a detailed description of the proposed adjustments to the level of host country
contribution (as provided by DR/UAD):.

LE(million)

- Construction (19.574)
Some construction contracts were less than criginally anticipated
and are now reduced by the following amounts:

Hydrodron LE 8.5M

- Samouha Drain LE 8.6M

Pump St. Modification LE 2.4M
- Engineering ( 4.000)
WWCG contract was originally awarded as a Host Country Contract. In June
1986, the contract was changed to a direct AID contract. As a result, GOE
stopped its financing for the contract and the remaining budget balance is
now eliminated.
- Contingency (12.226)
Reduced to represent 4-5% of the remaining open construction contracts.
- In-Kind Contribution 35.800

* Operation and Maintenance

Salaries (facility operation) LE 20.800M

Salaries (central staff) LE 0.200M

Utilities LE 4.700M

Petroleum, Qil and Lubricates LE 2.400M

Consumable & Spare Parts LE 5.550M

Chemicals LE 0.350M

Maintenance and Misc. LE 0.800M

* Facilities

14 May Office/Land LE 1.000M

- Net Adjustment 00.000
34
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5. CONDITIONS PRECEDENT

It is recommended that the authorized LOP funding level for this project be increased by $35
million. $15 milion wil be immediately obligated for institutional strengthening,
operation/maintenance, evaluation and contingency. A condition subsequent to obligation of
the remaining $20 million is recommended as follows:

On or before January 1, 1995, the GOE must provide in form and substance satisfactory to AID:
(1) Evidence that all AGOSD revenues including those deriving from wastewater tariffs
and service fees are being fully retained by AGOSD and AGOSD is the sole entity
authorized to disburse such funds for its operation and maintenance
requirements.

(2) Evidence that service fees and wastewater tariff rates should generate a minimum
of LE 22.5 million annually, in 1994LE.
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ANNEX A

PROJECT DESIGN SUMMARY

LOGICAL FRAMEWORK

Project Title And Number: Alexandria Wastewater System Expansion Project 263-0100

Life of Project

From FY 79 to FY 96

Total US. Funding: $ 425 M
Date Prepared: Sep. 20, 1993

NARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

IMPORTANT ASSUMPTIONS

Program or Sector Goal: The bronder objective to
which this project contributes:

To improva the presant and future public haalth and
anvirornmental situation for the inhabitants of the
city of Alaxandria to the year 2000

Mensires of Goal Achievement:
o Ralinble wastawnter systom established
o Population served by improved sewerage

collections and trnatment incteased by about 2.5
million.

o USAID monitoring and evaluation systam

Assumptions for schieving goal targets:

o lmproved sawerage system contributes to
improvn helth and environmental conditions,

o GOE continues to identity and support sewarage
system expansion as a high priority social and
economic goal.

o Policy reform accepted by GOE.

o GOE actively cooperate with AGOSD.

Project Purpose:

Vo oxpand and davalap sustainable wastewatar
coltaction. traatrnont and disposal facilities in

Aloxandtia

Conditions that will indicate pirpose has been
achieved: End of project status.

o Infrastiwcture constructed, opatated and
maintainad at design capacity oftectivaly maeating

anvironmental concerns.

o AGOSD transformead into a sell-sustaining entity
by 1996.

o Contractot toports,

o USAID evaluation and monitoring system.

o Site visits and inspection by USAID.

Assumptions for achieving purpose:

o GOE has political will to transform AGOSG{) to &
solf-sustaining entity.




Outputs:
1. Wastewester traatment plants, collactors,
pumping station with designed operating capacity

functioning as a portion of an improved and
expanded sewernsge system.

2. AGOSD sutonormy achisved.

3. AGOSD institutional capability developed.

4. Basis for selecting environmentslly sound
tachnical alternatives for future system expansion.

Magnitude of outputa:

o 2 wastewstar trantment plants st & capacity of
600 MLD complated by 1993 l

o 11 Pump Stations completad by 1993

o 211 KM of collectors and force mains completed
by 1993.

o 7 undercrossings completed by 1993.

o Sludge dewstaring and disposal facilities
completed by 1993.

By 1994:

o Presidantial Decres issued authorizing
astablishment of an indapendent utility.

o AGOSD retains 100% revanue generated from
tariffs.

By 1996:

o All lagal impadimants ramoved permitting AGOSD
autonomy,

o 100% D&M costs tecaverad thraugh revanue
goneration.

o AGOSD has suthority to structure taritls.

o All AGOSD employees psid solely by revenues
generated.

o New law approved by People’s Assembly
authorizing creation of a new utility.

o AGOSD administrative/financial system
restructursd and fully oparstional.

o 435 AGOSD smployees trained.

o Independent Board Of Directors esteblishad end
operating.

o Environmental Assessment (EA} of all tachnical
alternatives completed by 1996.

o Prefeasibility studies snd preliminary design
complated.

Meens of Verification:

o AL&E monthly reports.
o Site inspection.

o AGOSD separate transpsrent eccount
established reflecting revenues genersted from
tariffs & subsidies

0 Presidentisl Dacrae.

o Subsequent ndminiatrative raform
dooumentation.
a Revenues raised to maeat OKM.

o Contrector reports.
o Labor forca adjustment report.

o Contrector report.

Assumptions for achieving outputs:

o GOE ministries and agenciss support AGOSD in
the implementetion of its action plen in timefreme
prescribed.

o AGOSD retains essential trained employess.

o No political interference from interest groups on
selection of design alternatives.
o GOE compliss with funding conditionality

Inputs:
AID:

1. Construction.

2. Engineering and Environmental Studies.

3. Tachnical assistance.

GOE:

AGOSD staff time, selaties, per diem, recurrent local

opernting costs, incentives, office space, furnituwre

and other loca! costs.

Implementation Target {Type and Quantity)

o $ 2781 million
o $ 94.9 million

o $ 52.0 million

o L.E. 839 million

Means Of Verification:

o Project accounts.

o AID contractor racords
o Eveluation reports.

o AID contractor raport.

o AGOSD finencial record.

Assumptions for providing inputs:

o GOE sand AGOSD setisfies USAID Conditions
Precedent snd Covenants.

o Foreign axchange and loce! currency are availeble
as budgeted.

(Prepared on Sep. 14, 1993)

(Revised on May 17,

1994)
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AGOSD ACTION PLAN

FOR INSTITUTIONAL REFORM

Appendix |

Alexandna Wastewater Project

Major Facilities Constructed - Phase I

. East Treatment Plant

. West Treaument Plant with Mechanical Sludge Dewatering

. Six (6) new pumping stations

. Sludge Disposal Facilides at Site 9-N

. Improvements to Drains, Sewers. Force Mains and Constructon of

Undercrossings

.
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AGOSD ACTION PLAN

FOR INSTITUTIONAL REFORM

Appendix II

A. Leuter - 5 July 1992 - Gen. Eng. M. Farid Sewalem to Mr. Henry Basstord

B. Letter - 10 August 1992 - Mr. Henry Bassford to Gen. Eng. M. Farid Sewalem

C. Letter - 23 August 1992 - Gen. Eng. M. Farid Sewalem to Mr. Henry Bassford

D. Letter - 17 September 1992 - Gen. Eng. M. Farid Sewalem to Mr. Henry Bassford

E. Letter - 17 September 1992 - Gen. Eng. M. Farid Sewalem to Mr. Henry Bassford

F. Letter - Ref No. 1074 - Minister Kafrawi to Mr. Henry Bassford

G. Letter - Ref No. 1255 - Minister Kafrawi to Mr. Henry Bassford
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A/170/92
- July 1992 Alexandria General Organization

for Sanitary Drainage

InFront of 21 Mohammed Shafik

GhorbalSt.(ArchimedesFormerly)
El Shatby, Alexandria, A.R.E.

United States Agency
for International Development
8th floor of Cairo Center Building

Kasr El Eini Street,
BEST AVAILABLE COPY

Cairo—A.R.E.
Attn : Mr. Henry Bassford.

Dear Mr. Bassford,

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

The current WWCG Contract with USAID assigned WWCG the task of
preparing a general sewage plan for the Western area of the City,what
is identified in Alexandria as the "Oute West" 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. | 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 Quter West Area.

It is Government of Egypt policy that a seaoutfall be constructed for the
disposal of liquid sewage effiuent 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 on 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 American 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
controversial nature of the—-outfall. USAID approval is requested for
WWCG to proceed with selecting a subcontractor to perform the sea
studies . with USAID approval, WWCG and AGOSD will perform the
prerequisite land based studies on outfall routing. AGOSD understands
that by agreeing to finance the studies, USAID does not Imply agreement
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to finance design and constructicon.

Cesigns have been completed for the Central Zone Tunnel and Qabbari
relief sewers, which will provide service to the Central Area of the Clty
including the EL GOMROK Area, and for an expansion to the West
Treatment Plant to accommodate the additional flows. Service to the
central area of the city is urgently needed and these projects could be
started quickly if USAID wouled approve their start and accelerate the
financing rather than delay until the next phase of the Program.

There are also strong economic considerations which support an earlier
start tothese projects. Two American Construction Contractors, Fru-Con
and Harbert Jones, are presently mobilized and working on the
Alexandria Wastewater Project.

Cne of the two, Harbert Jones, has on site a3 tunnel boring machine, an
approximateiy $ 5 m project investment, of the type and size needed to
construct the Central Zcne Tunrnel. The cther, Fru-Con, is presently
constructing 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 3s 10%/8 15 m and time savings to the
program would accrue if USAID cou!d approve and finance the
competitive bidding of the central Zone Tunnel and expansion of the wWest
Treatment Plant contracts before the end of 1992 while these two
contractors are still fully mobilized in the Alexandria area.

There are other important advantages to bidding the West Treatment
Plant expansion in the immediate future which would derive from the
successful contractors ability to supply the same make and mode! of
equipment as presently being installed. This would greatly faciiitate the
training of operators and the maintenance of equipment.

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

USAID Financial support of the Alexandria Wastewater Program from its
inception is greatly appreciated by the people of Alexandria and we hope
that we will be able tocontinue your sypport until our mutual objective
of improving the 1ith and sanitary conditions throughout the City is

a reality.

- —————————

A 1s|a L

General Moh. Farid Sewelam

Respectively, \
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Seneral Ing. Mohamed Farid Sewailen
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Subject: Alexandria Wastewater rroject (263-0100)
AGCSD Letter A/170/92 of Culv 5, 1992

Z2ar Chzirman Sewailsn:

Thank ysu for yeour letter cf July 3, 1222, requesting AID
financing of studliess and censtructicn tc exmand the
Alexandriza Wastewater system. As you are aware, the United
States has, to date, ccrmitted $390 nmillizn to the Alexandria
wastewatar zgregranm, cf which $388.4 has teen already
cbligatsd and the remaining balance of $1.6 nillion is
expected to be ckligated during the U.S. fiscal year 1993.

With the first chase cf Alexandria's Wastewater expansion
progran drawing to a clcse, it is understandable that you are
neWw exanining funding alternatives for <he next phase. In
this ccnnection, USAID is favorably lccking towards funding
additicnal activities, including those studies and
construction projects ocutlined in your letter. However, it
is impcrtant that we bcth understand the nreed for the
facilities constructed under the program to be efficiently
orerated and properly maintained throughout their useful

life.

while we recognicze the importance to the people and economy
of Alexandria and Egypt of the seccnd phase of this project,
any assistance we 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
AGCSD'S transformaticn to an autonomous utility. We Xnow
that you share 2ur ccncern on the imgpcrtance of these two
issues.

As a first ster in addressing these issues, we would need to
see an action gplan that firstly provides to AGOSD the
necessary funding, including foreign exchange, to fully
finance Phase I cperating costs. Seccndly, the action plan
would outline a time phased progran for achieving the
following priority cbjectives during the next three to five
years:
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zelicve tha acticns <atb
cal to ensur
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will ke criti
ccnstructed under
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useful life.

ccuple of years
ing that the wastew ater facilities
ject in Alexandria will be properly
and effactively operated and raintained throughout their

- rezentizn of ravenues by AGCSD;

- AGCSD's transformaticn to an autcnomous utility.

- full ccst reccovery including cperation,
mainztenance, and capital depreciation, from
tariifs;

Zns2 A37SD has develcrad its acticn zlan, USAID would than be
crztarzd %o kagin discussicns on the timing of the specific
reicrms that rneed tc take place Cnce the timing of reforms
are agreed %to, we cculd kegin preparatlon of p*oject
decoumantation necessary to fund future activities. It would
Le USAIZ's intentizn to commit funds for prcocject design enly
ugeon Zemonsteractsd GOZ c::ﬂ'“—sﬁ* Lo carry cut the policy
r2f2rm 2z2ndz. Frocor2es Ln ir:l=—=ﬂting rafcrms would have
©2 2 clesarly shcwn gricr to USAID firancial support cf any
naw cIonsTtructicn activities.

AS o4 can ss2 lr. Chairman, Tueh ra2mains Stz ke done kefcre
any commitment Zor funpding future activities can be made.

The trecrer legal Iramework, possibly incluZing presidential
dacrees, will have t2 ke in place ta enact a number of the
raforms. As rart cf the present proiect, USAID, is prepared
te finance assistancs to AGCSD to defire tha necessary legal,
adminiscrative ard ~aracerial refcrms and develop a tine-
chased acticn plan.

BEST AVAILABLE COPY
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22, Agune, 1092

Mr.ollenry H.Bassiord, Mission Cireclor
U.S. Agency for International Develogpment
Cairo Center Building

Carden City, Cairo
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Sulbject i Alexandria Wastewaler Project (263-0100)
United States A!ID letter of August 10,1992

f
A Y
By
(89}
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)
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-
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(@]
[§¥]

your prempt end construclive reply to my letter to you dated July

(9]

,1892. I amencouraged that the United States Agzncy for International
Cevelopment recognizes the importance and need lor continuation of the
water polluticn contrel program here in Alexandriaand | am pleased that
you are leoking favcrably on new funding for Alexandria. Wilh the
financial assistance of the U.S. AID we have made inuch proyress inour
prograin and | lcok forward to continuing our partnership in

impicmenting the next phase of construction here in Alexandria.

inthis regard, | would like toaddress two points you raised
in your letter. First with respect to the need to provide efficient
operation and maintenance through the uselul life of the facilitics now
uynder construction, plecase knew that | concur completely with your
philosophy. Since beceming Chairman of AGOSD, | have recognized the

need to increasce the administrative capacity of AGOSD.
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for Sanitary Drainage.

I have initiated an internal management trzining program for mmanagers
at AGCSD (o teach the skills and judgement neocessary (o meel the
crnzllenges of ¢cperating the rnew lfacilities. Also, [ received the azpreval

ci the Governor cf Alexandria for what | have sugyested to board cf

~~~~~ [ e | ~n f:,,-,,_-tf.,..t o frrdY s ~ARAARti~N f\\ vl 3
Miaw i~ U0 \,\Okalnv \,-vlv-u.ndv Urv.c| ‘..vv‘_..ﬂ,,uw‘G .,'Ul.,.ﬂuS ~o

“ha sower ratwork in Alexancdria. In thie sgine time | have recomunended

totheiczalccunciitoincreasathe fe

(0]

s of sanitary drainage perzentage
on waier Lills for industrial uses to be 80% c¢f the value of waler
ccnsumpticn. ‘While these mzay be small steps, they are examples of the
phiicscphy of the Chairman cf AGOSD.

The second peint has to do with your request thal AGOSD
prepare an action plantoachieve three policy objectives of the U.S.AID.
Let me first say that 1 agree to the concept cf preparing sucii an action

plan. Having agreed to the cocncept, let me point out that the three

"objectives of :

. retention of revenues by ACOSD
x AGOSD transformaticn to an autcnemeus utility
s full cost recovery including operation,

maintenanceand capital depreciationircintariils;
require decisians and actions that go beyond the scope ol theauthority

of the Chairman of AGOSD.

Alexandria General Organisatio:
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inorcer for acticns to be taken in these imzoriant areas, consultation

and adviselment trcin the Governorate and the Minister of Housing and

Puslic Utiiities Ministry cf internaticnal coczzaration and perhaps other

Ministers within the Government of gy pt, will Le required. Further, as

rou cointcutinyonur letter, there axists tho ooty that cne or miore

esicentizl wecraes witl Lo mecessary tormrzte the colicy and legal
—changasiZaimpigirent these noesitive slens. and i think that what yCcu are

usiing is thig scme gclicy of the Covernment ¢! Egypt.

Pwould respectfully request that you draw your attention to
vwo mzatlers. First, you indica.ted in ycur lettar that U.S.AID was
'Drcparcc ‘¢ linance assistance to AGOSD to deovelen the elements of the
action®lan. [ would therelfcre request that the U.S.AID provide whatever
financial assistance is gcssible ta assist AGCSL in this elfort.

Seccnd, | would seck your ackneowledyement tiiat U.S.AID, AGOSD and the
* Covernment of Egyptinustwerk closely togethier if we are going to be.

s.uccessful in both the develcpment of the action plan and the timed

phasing of its implementation.

while | am willing, on behalf of AGOSD, to take the lcadership for the

Jevelcgment of the action plan, | would reccinmend that we give scine

consideraticntoaworking group of representatives from AGOSD, U.S.AID

snd the Ministry o e=padite the dovelonment of the action plan,

- —— P A ® . —————————

In Pront of 21 Mol Slhialike (Mliael oIl St P e e e e e e e
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Sress o this day has shown sudstantial izproveszents in reducing pollutien.

Lwwuvar wa are locking Zorward to proceed with the studies oI the Second

¢ f:r llonandria wastowailsr sTsiex= exgansion pregraa to have the <rrortunity

L wish to iring to vour attentica that 2 vital and importanc clements

a1 the wastewgter pregram as a cczplezentary elesents to phase No.l are not yet
zsasilered [or izzediate cecastruction, these are @ -

1 = Central Zone tianel .

2 - Zxpansion ¢f th2 west treatzent plant .

These projccts were Zasigned soze tizme ago and are waiting USAID funding
5 starsz cuastruction . I Cannct express cnough to you the importance of these

rs o .ilexandr:a .

Thay will help polluzicn centrel srogram here in Alexandria, ioproving

tho envireumnental situaticn -n zhe central zcne .

7
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tlszo “aanct exgress encuzn how tiese - 2lerents are very izgortant
L3 .3Zznstrize ihe efleciive rericrzance of the Zirst thase, they will telp
seiligl the corizus cewer sreblezs in the cenctral zcne of the city wihich is the
;lZ28r, itha zsst heavily gonulated, and czcatains zlhie cez=ercial and Susiness

"3 2 IIngsestusntis ol sour Lstter sated 12, August,if92, requesting
2023 2ztzzn -~lza for cransisrmaticn of ACCSD to ca autcncmous utility, retenticn
oI ravenuzes o JCUC0 wou lor cost reoceowert including 0. & M frcm tarifls

Jerv 1IZ23TTInT Iteps as Leen either izmglementei :r preceeded such as -

ctally new fce for cznnection of tuildings to the cewer network

%)

ia Alexandria

2 - Increase the fees of Sanitary Draizage percentage on w~ater bills
o]

Sor Industrial and Co—ercial uses to bte S0% instead of 20% .

(@S]

- Initizted an internal =anagezent zraining prograa for !anagers
at :‘\GGSD -
i

Mfzain I wish to express the 3T e oI ‘lexandria Citizens to the

atizcud
‘zerican People for their xdind help and I hope that you will consider financing

t-a szart of the construzticn of these f£inal elezca:ts of the first phase of the

wascewater -rojects as socn a5 possidle

with fegards,

Sincerely,

Gen., Zng. MOHAMED FARID SEWLLAM

SLWIAMWL - ~GOSD, : C
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SIalRlfgones given s Lnaizcorovel te my proccoseai for a more comerehensive
szrcoa.e of fges for ravy cannaciucns o othe SCCTED wvasiewater ccollection
gvsiem. Colecuen cf thase fsss n3s bagun. Flzsss Se advised thase fees are
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INTRODUCTION

BEST AVAILABLE COPY

The United States Government, through the U~ited States Agency for International
Development (USAID), has made a significant financ:al commitment over the past decade
t0 the ccrstruction of wastewater facilities in the Aras Republic of Egypt. Incluced in this
comm:ment has deen the constructian of new fzaciities in Alexandria. To date, the
Alexancna Wastewater Project represents a $ 389 —:ilion prcgram.

In pianning for future funding in the water/wastewater sector in Egypt, the AID
mission in Cairo (AlD/Cairo) is developing a coherert and rational approach for reforms
in the sector by the Government of Egypt (GOE). It :s 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 nstitutional relationships between
organizations of the central government and the operating entities within Egypt.

In this regard, AlD/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 fcr Sanitary Drainage (AGOSD), the
operating entity for the Alexandria wastewater facilities. Further, AlD/Caira requested that
WWCG recammend specific milestones for institutional reform that could be utilized by

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

WWCG - AGOSD Milestones - Jure/July 1992
Page - |
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INTRODUCTION

BEST AVAILABLE COPY

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 Alexandna Wastewater Project represents a $ 389 miilion
program.

In planning for future funding in the water/wastewater sector in Egypt. the AID
mission in Cairo (AlD/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 managemenf exper.
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, AlD.Cairo
requested that WWCG recommend specific milestones for institutional reform that

could be utilized by AlD:Cairo in their discussions with the GOE regarding future

Page - 1

WWCG - AGOSD Milestones - June/july 1992 é\
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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. Dunng this period he
received the airect suppont cf the WWCG staff including Mr. William Durham, Project
Director. Mr. Hank Padgham. Project Director-designate, Mr. George Kinias, Q&M

Director, Mr Ibrahim Eisammak, Admiral Fahmy and the entire support staff cf WWCG.

WWCG is aware that AID,Cairo is studying opticns ang aiternative apprcaches for
dealing with the GOE cn water/wastewater sectcr 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 inferently 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 brogram 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

WWCG - AGOSD Milestones - Junel/July 1992
Page - 2




RO Ve am R

BEST AVAILABLE COPY

Final Draft - For Review and Comment - {9 October 1992
people of Alexandna.
Major facilities constructed with AID funding that are completed and/or are nearing

completion include:

. East Treatment Plant

. West Treatment Plant (w/mechanical siLdge cewatenng)

. Six (6) new pumping stations

. Siudge disposal facilities at Site 9-N

. Improvements to drains, sewers, ‘crce mains and cernstructon of

undercrcssings

In addition, considerable effort has been expended over the past two years in
providing assistance to AGOSD inthe area of operaticns 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 (0 transfer the
necessary skills and kncwiedge of facility operations 10 the appropriate host agency
personnel.

Phase il of the Alexandrna Wastewatér 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 tunnel collection system for

the Central Zone and expansion of treatment capacity within the system.

WWCG - AGOSD Milesiones - JunerJuly 1992
Page - 3



Final Draft - For Review and Comment - 19 October 1992
This repon is divided into four pnncipal sectcns: pncing, autonomy, financial
structure and personnel. Each section represents a separate and discreet 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 inciudes an appropnate milestone
table. Each table is suppored with a one-page detailea cescription ot the milestone steps

required to make the reccmmenaged reforms at AGOSD.

BEST AVAILABLE COPY

Section I. PRICING

There are two separate and distinct issues associated with the topic of pricing. The
first 1ssue 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 ail the competing uses within the
country. Economists are urging the GOE to reduce sibsicies, allow 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 10 establish an allocation

WWCG - AGOSD Milestones - June:July 1992
Page - 4



Final Draft - For Review and Comment - {9 October 1992
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 «f the rates
being charged for wastewater service are sufficient to cover all operating, maintenance
and replacement ccsts of the uuiity. Of course, sound pricing at the utility level is not
inconsistenrt with reforms in pricing at the natioral or sector level. For the purpcses of this
repont. pncing wil refer soiely ¢ financial ascect cf the 1ssue, that is ihe matter of

revenue generation at the operating utility level.

BEST AVAILABLE COPY

1. Evaluation

it appears that the AGOSD currently operates without sufficient funds to
adequ'ately operate and maintain the facilittes 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 pars,
equipment, lubricants, tools and cther items necessary to maintain and repair the physical
plant. Therefore providing an adequate revenue base must be an essential component
of the Alexancer 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 and

WWCG - AGOSD Milestones - June/July 1992
Page - §
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maintenance of the facilites 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 contnbutions that the Bcard of Directors accepts

4 The loars that are signea within the limits of the law.

At the current ume the AGOSD does not have a “dedicated revenue stream”. That
is. it dces not set its own rates, ccliect and ccontrol its own funds and have incependent
control cver allocating its financial rescurces.

The AGOSD submits an annual budget request to the Ministry of Finance (MOF).
The fiscal year for the GOE and the 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 compieted, AGOSD gets an allocaticn
from the MOF. AGOSD receives an allocation of less than 100% of its estimated financial
needs.

The Alexandnia Water Authenty 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 tarifts and

WWCG - AGOSD Milestanes - June/July 1992
Page - 6
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surcnarges. After the most recent authonzation for an increase, the Governorate of

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

2. Requirements

The management and eftective operation and maintenance_ of a modern
wastewater utility requires a dedicated revenue stream and a level of revenue sufficient
to —eet the operatons, maintenance angd replacement cests for the utility operation. In
crcer ‘cr AGOSD to meet these two opjectives, there must be reforms and changes in
legal authonties and structure of the organization. (See Section {l)

Pricing requirements of a self-sustaining utility can be genercally defingd as

follcws:

. 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 based 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.

. Tanfts 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.

WWCG - AGOSD Milestones - June/July 1992
Page - 7
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In order to meet the requirements of a dedicated revenue stream there must be
structural retorms consistent with those outlined in Section Il - Autonomy of this repon.

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 previde
full-funding to AGOSD thereby 'mplementing a plan ¢ transticn AGOSD frem 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 carned out in measured milestone steps. The recommended
action steps are detailed in the following pages. Table 1. represents a summary ot the

milestone steps.

WWCG - AGOSD Milestones - JuneiJuly 1992
Page - 8
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Time to hmplement

[Date Certain}

Proof of Compliance

(Oct. 1992}

[Jan. 1993)

Keport documenting
AGCOSD costs for AlD-
funded facilities

Prime Minister &
Decree from the
Minister of Finance

(July 1993)

Surcharge increased
and billed by Alex.
Water Authority

o

Time to Implement
Decree/Full kmp

Proof of Compliance

TABLE 1-A  PRICING - IMMEDIATLE ACTIONS
Milestone:
Definition Description '

1.A. | Determination of Need AGOSD to determine the costs for operating the AlD-funded facilities.
WWCQG to provide lechnical assistance to ACOSD to derive the
determination of need.

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

1.C. | Increase Surcharge The existing wastewater surcharge will be increased by the Government
of Egypt and the Covernorate to raise new revenues. The new revenue
will be used to meet the costs identificd in 1.A. and inect the
commitment to full funding from 1.B. above.

. TABLE1-8 PRICING - AUTONOMY ACTIONS
Milestone:
Definition Description

1.D. | Tariff Design The COL and ACOSD develop tariffs for the new AGOSD 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 {sce Table 1-C).

1LE. | Tariff Adopted The Board of Directors of the new utility adoplts its own taritf schedule,
from 1.1, above and funcliions as a self-sufficient utility company.

30 months

36 months

Recommended Tariff
Schedule

Resolution of the Board
of Directors and
publication of the taitt
schedule

Pivmotlaty TOOY

WWOG - AGOSD Afilectngas
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TABLE 1-C PRICING - ADDITIONAL REQUIREMENTS

Desaiplion

Time to Implement

AR-1 Revenue Requirement Analysis

A delailed study and documentation of all costs associated with the new AGOSD,
including the management of the entity, the operations, maintenance and
replacement costs of the AlD-funded facilities, non AlD-funded facilities and all
indirect costs now absorbed by the GOL. WWCG to provide technical assistance to
AGOSD in developing the revenue requirement.

AR-2 Revenue Proof

12 to 18 months

After the new ulility has implemented new laritfs for wastewater service, periodic
compliance audits should be conducted to provide proof that the tariffs are
generating sufficient revenues to sustain operations of the catity.

AR-3 Periodic Cost and Tariff Review

1.E. + 6 monlhs
+ 12 months
+ 18 months

The new utility should review its revenue requirements on a periodic basis and
make adjustments to the tariffs, as required.

1.E + 36 months

AdQD 318V1IVAY 1534
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Miles:cne: 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 preiiminary figures must be reviewed
in detai with AGOSD and each category of cost must >¢ confirmed. These cost categories
include !abor 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 develozing a self-sufficient udlity company.
Due 10 :he nature of the GOE budge: process. in addit:on to the direct subsidy provided to
AGOSD through the GOE budget. there are areas whers 2 canTal government subsidizes the
true cos: of providing the wastewater service in Alexandra. An examgple of this is in the area of
electmicity where zhé electicity charges are subsidized b\ (n2 cenwral government.

Once the initial determination of financial for nezc for AGOSD is made., AGOSDTan
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 deveIOping' the

determination of need.

Proof of Compliance

. Repont detailing and documenung the financial need of AGOSD for proper

operations and maintenance of the AID-funded facilities.
BEST AVAILABLE COPY

WWCG - AGOSD Milestones - June July 1992
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Milestone:  Pricing
1. B. Full Funding

There must be a Presidennal decree directing that the GOE provide "full funding” to
AGOSD. Under the current structure, pursuant to the authonty of the Minisay of Housing and
it's High Committee on Uulities. there 1s an authorization level allowed for surcharges to be
assessed on water dills for the purpose of generating revenue for wastewater services. The
Governor of Alexandria must authonze the implementaton of the higher surcharge level in the
Govemorate. The surcharge for wasiewater service is now 20% of the water bill. While AGOSD
has other sources Of revenue. such as connecuon fees, its pnmary source of revenue is the
a.iocaton from the GOE through he annual budget process.

Before any addigonai increases in the wastewater surchargs wiil have any matenal effect
on the operations of the AGOSD. there must be a commitment from the GOE that will provide
full funding for the AID-funded faciiities under the control of AGOSD. This commitment must

come from a Presidenual decree.

Time to Implement 6 months

Proof of Compliance

. A Presidential decree will demonstrate compliance with the action proposed.
. The budget allocation itom the Minisoy of Finance to the AGOSD for the fiscal
vear beginning July 1. 1993 will demonstate whether or not the MOF has

complied with the decree. (Cross-check by reviewing the allocation with the
AGOSD.))

WWCG - AGOSD Milestones - June:July 1992
Page - 12



Final Draft - For Review and Comment - 19 October 1992

Milestone: Pricing
1. C. Increase Surcharge

The Minister of HPU and the Governor of Alexandria must raise the wastewater surcharge
t0 a level estimated to be sufficient to meet the operation and maintenance requirements of the
AlD-funded facilities. This includes the facilities which are now scheduled to become operational
on 23 July 1993

As of this ume there are only preliminary estimates as to the revenue required to
adequately operate the new facilities. A recent review by WWCG suggests that LE 10 muiilion
:s required. however the assumptions regarding {zbor costs. electcity costs. 2ic. Save not vet
heen confirmed by AGOSD. It 1s imporant :hat the MHPU, the Govermorate and AGOSD

confront the necessity of increasing tanffs in accordance with new operational requirements.

Time 10 Implement: 12 months

[t is andcipated that it will take up to twelve months for AGOSD, the Governorate and
the Ministry to sont through their internal concems and discussions and make any necessary
changes in the Minisoy surcharge authorization level and the corresponding approval from the

Govemorate.

Proot of Compliance

. Issuance of a revised tanff with the appropriate wastewater surcharge will

demonstrate compliance to the milestone action.

BEST AVAILABLE COPY

WWCG - AGOSD Milestones - June/July 1992
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Milestone: Pricing ,
P TariffDsign — BEQT AVAILABLE COPY

Based upon the documentarion provided in the revenue requirement report documented
in AR-1 (see table 1.0), a tanff schedule can be designad that reflects more closely the actual
costs Jor collecting and treanng the wastewater in the AGOSD service area. The transition from
an across-the-board water service surcharge to a fee-for-service based taniff is a major step in
assuring the users of the wastewater equity in the fee szucture.

Generaily the tantfs are designed with separate classificanons of users: residental.
commercial and indusmal. The objective of the tanff design would be to reduce and/or eliminae
any inier-class subsidization that may be occurming in the more simplistic across-the-board watier
surcharge method. While inter-class and/or direct subsidization may be unavoidable. as a matter
of poiicy the extent of subsidy requirements should be idenufiable.

The objectve should be to-have the tanff design issues resolved so that the Board of
Direc:crs 1o the new AGOSD could adopt the new tanff schedules at the commencement of
operat:ons of the new entity. The billing of fees under the new tariffs would then begin with the

Alexandna Water Authonty acting as the billing/collection agent.

Time to Implement: AR-1 + 12 months {30 months cumulative)

Proof of Compliance:

. A taniff schedule recommended by the GOE which:
° covers all operation. maintenance and replacement costs
o is based upon the concept of a self-sustaining utlity company
o) satisfies the total requirement documented in 1.C. ‘

would provide proof of compliance with this milestone action.

WWCG - AGOSD Milestones - JunerJuly 1992
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Pricing

Tariffs Adopted

The Board of Directors of the new AGOSD organizanon must adopt tanffs that will fulfiil

all the requirements of the operating utility company.

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

Proof of Comniiance:

Resolution of the Board of Directors of the new AGOSD adopting the
recommended tanff schedule, and
Registration of the new tanff schedules at the cffice of the Registy in Alexandna

will demonstrate compliance with this milestone action.

BEST AVAILABLE COPY
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Milestone:  Pricing
AR-1 Revenue Requirement

The development of financially sound tanffs requires that a comprehensive revenue
requirement study be completed. A revenue requirement study will document and project the
revenues needs of the operating uulity. The study provides a detailed review of operating,

administative and management costs for the total utility. The study documents actual costs and

current prices for items such as labor rates, electricity costs. chemical cosis. costs for
consumable: spare parts. lubricants and tools, etc. Once documented. the cosis can be projected
into the future accounting for inflation and other economic factors.

This type of study is essennai for the sound financial planning of the uzlity company. It
is also a key input into the development of fair and equiiable tanffs. The study shall be
performed utilizing the methodology described in the American Water Works Association Manual
of Pracuce M-1 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 difficuit because of the
lack of financial data from prior operating periods. In the case of Alexandna. the lack of data
problem 1s 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 operatons 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:

BEST AVAILABLE COPY

. The completed revenue requirement report will provide proof of compliance with

Proof of Compliance

this milestone action.

WWCG - AGOSD Milestones - June/July 1992
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Milestone: Pricing

AR-2 Revenue Proof BEST AVAI LABLE CO PY

[n order 10 establish that the tanff schedules adopted by the Board of Directors ot the new
utility company (1.F.) are raising sufficient revenues 10 meet the operating requirements of the
utility company (1.C.), penodic audits by an independen: financial accounting fum should be
conducted. These pertodic audits would not be a full audit of expenditures of the enuty, but
would be a limited audit for the purpose of confirming :hat the 1anffs are generating surficient
revenue. [~ the regulated utlity industry in the U.S.A. these would be considered ":cmphiance
audits™.

It 15 recommended that four of these limited audits be completed on six month cycles in
the first two years after implementation of the new tanrfs. [t 1s impornant to do them irequently
in the early stages after implementagon so that correcuons and/or adjustments can be made in
the tanff schedules. Corrections and adjustments are generallv required after the first-time

implementation of mulu-class tanff schedules.

- Time 10 Implement: 1.F. + 6 months (42 months cumulative)

+ 12 months (48 months cumulative)

+ 18 months (34 months cumulative)

+ 24 months (60 months cumulative)
Proof of Compliance:
. Centified audit reponts from an independent audit firm will demonstrate proof of

compliance with this miiestone action.
. Monitoring of the new AGOSD Board of Directors will be required 1o establish
that the Boarc has made any and all required corrections/adjustments !0 the tanff

schedules.

WWCG - AGOSD Milestones - JunerJuly 1992
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Miilestone: Pricing
AR-3 Periodic Cost and Tariff Review

All udlity companies should conduct a periodic review of their revenue requirements and
their tanf designs to insure adequate and prudent financial planning. Over ume imbalances can
occur within the costs of providing the service and changes occur in the type and nature of the
customer tase being served by the udlity. In the case of reguiated utilities, increasing costs
zsually wngger a filing seeking an increase. or change. in rates from the regulaung body.

in the case of self-ragulating culities, 1t1s even mcre impenant that penodic review is

scheduizd. A three yvear cycle is adeguate 10 insure that increas:ng costs are being adequately and

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

Jesign should be incorporated.

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

+ 72 months (108 months cumulative)

Proof of Compliance:

. A revenue requirement §(udy completed bv a competent outside firm with
recommendations for adjustments in tariff design would be required to serve as
proof of compliance of this milestone action.

. Acton by the Board of Jirectors to implement adjustments in the tanff design

would provide proof of compliance of this milestone action.

WWCG - AGOSD Milestones - JunerJuly 1992
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Section II. ALTONOMY

1. Evaluation BEST AVA' LABLE COPY

AGOSD is currently organized under Presidential Decree No. 363 of 1979. signed on 21
August 1979. At that ume the AGOSD was established to assume certain responsibilities of the

Generai Organization for Seweragz and Sanitary Drainage ‘GOSSD) as weil as takeover the
racuities from the Governorate of

physical samitagon racilines and the empiovees of those [acil
The cecree establishes AGOSD under generic legislation concerning “general

£

Alexandna.
organizations” and imposes several other specific limitations on the independence and autonomy

of the organizauon. Specifically. the limitauons 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 o0 the rules, laws and decisions of

the GOE.
Article 12 - The rules of the civil service system ot the GOE are to be applied on all

AGOSD staff.
Article 13 - All emplovees working at the Alexandria facilities were transferred 1o

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

and Administration and the Minisay of Finance as well as funds from the GOSSD being

WWCG - AGOSD Milestones - JuneiJuly 1992
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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 Minmisoy of Finance. The Ministry of Finance reviews the budget,
together with all other GOE budget submittal and makes its recommendation 0 the Prime
Minister. The Pmime Minister submits his budget request to the People’s Assemtiv. After due
cons:deraton a budgzet :s approved oy the Pzople’s Assembly and signed by tne President.
Subsequent to the signature of the Presicdent. the Minisoy of Finance makes an allocauon to the
AGOSD. This is usually after the tiscal vear has stanted.

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 staoons financed with AID funds. older pumping siations and
collector sewers. The East and West Treatment Plants are under construction and scheduled for
start-up on 23 July 1993.

The essential point here is that. while the AGOSD is charged with the responsibility for
operating these facilides, it ts not the final authonty on how the funds should be spent to carry-
out :~at mission. The final authority on this impontant 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

WWCG - AGOSD Milestones - June/July 1992
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no say in the adminisoation 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 ime consuming, cumbersome and if AGOSD operated as

a utility company this authority would be vested in the management of the unlity company.

2. Requirements

The management and effective operation and maintenance of modem ‘+astewater
collection and mreatment facilities requires an organization which has sutficient indegendence. or
autonomy. :0 meet the day-to-day demands of the equipment. technology and personnel required
to provide adequate treatment of municipal and indusmal wastes. Treatment plants c:ilize large
civil smuctures (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. Modem plants. as opposed
to plants cesigned and constmctéd 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
weatment plants have dramatically improved oeatment efficiency and have been the single
greatest factor in improvement to water quality in the communities in which they have been
constructed.

[n order to meet the challenge of operating these new facilities, those responsible for the

WWCG - AGOSD Milestones - Junel/July 1992
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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 piant as well as meeting the demands of
more complicated processes and process contol technoiogies. As a result of the increase in the
weatment efficiency of these facilities, those responsidle are held to a higher standard in
performance of the systems under their conmol. This ~:gher standard of accountability and
responsibility requires more latitude and discretion in the mymad of decisions that must be made
in a given day, week or month by the responsible managers.

AGOSD. under its current institutional limitations. il not be able to successiully sustain
the adequate operagon and maintenance of the facilities now scheduled to start-up on 23 July
1993. AGOSD is generally compnsed of technically-ta:ned individuals who operate_in an
organization, which in-turn operates within a system. which can not provide the necessary breadth
of lezal 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 contols,
procurement and personnel systems necessary 1o support 2 responsive and responsible
management structure do not exist.

The AGOSD, or its successor organization, must be granted legal and political autonomy
to provide a responsible and economically efficient system of management for the facilities under
its jurisdiction. Of course, it must simultaneously be held publicly accountable for meeting higher
standards of meatment efficiency in the facilities operation and maintenance.

Autonomy for an organization can be generically defined as follows:

WWCG - AGOSD Milestones - June:July 1992
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. Ability to set. decide and act on 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
audiv)

. .%bilix_v to establish and enforce technical standards governing the quandty
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 Alexandna. 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 vanations 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 funcdon as an independent utility

company.

WWCG - AGOSD Milestones - June!July 1992
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The new entiry would be created as a non-profit, tax-exempt (corporate income and sales
tax), public corporation charged by Presidenual Decree and the People’s Assembly with specific
powers and authorities necessary to carry-out the effective management of a modern wastewater
utility system. These general powers would include the authoriry to plan, design, constuct
operate and maintain the public sanitation facilities within the Governorate of Alexandria.

Since there appears to be no comparable modél for such an organization within Egypt,
the recommendations herein outlines a1 new type of organizagnon swuciured around the legal
concepts applied to pnvate corporanons 1n Egypt. As there is no private equity or ‘s=areholders™
1n the pudiic corporaton. ifie issucs Of ownership andlliabxii:y. which disanguisn the Joint Stock
Company ™~ tvpe of corporation and the "Limited Liability Company™ type of corporation. become
virtually irelevant. This private company soucture would provide a transition to pnvatzation of
the company should reforms in the sector by the Government of Egvpt lead to an economically
viable privatization of the sector.

The hability of the Directors of the new entity should be dealt with by a provision that
organization shall indemnify them from ail errors and omissions made while acung in good faith,
in their otficial capacity as a Director. There would be no such indemnificaton for crniminal
activity or willful negligence.

The corporation should function more like a business than a wraditional governmental
agency. As such it should be subject to the appropriate business laws of Egypt. Specitically, the

faws 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 - June/July 1992
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Very simply. the new enuty would be organized and operated as 2 private corporation

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

Legaj Smugiure

In oréer for a successor organizauon to function with autonomy it must have the
foilowing charactenstics:

Leea!l Capacitv - The enuty must be able to enter into bindiag obiigations in its own name
and ail s accons are dzemed 1o have legal consequence under Egvpuan faws. This allows the
enilly 10 enter {nt0 vontracts without the approval or countersignature of anv outside

governmental agency or person.

Legal Entitv - Suve and Be Sued - The entity can initiate legal aciions in its own name (as

disdnguished from the Govemorate or the GOE/MHPL) in the appropriate coun, and iegal
actions can be brought against it by aggnieved parties in the appropria:e cour. This assures that
the terms of all conmacts can be enforced by the parties against one another on the merits of the

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

Lzeal Domicile - The corporation shall be domiciled in Alexandnia.

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

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

rights over this property and against third parties and thc'n'ghts in the propernty may be expressed
BEST AVAILABLE COPY
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mandatory.

o The Board of Directors shall be required to have an annual independent audit performed.
The audit report should be forwarded directly to the Prime Minister and should be
available for review at the Alexandria Registry.

Assistant Adminisrative Committee

The Board of Directors shall form an Assisant Adminisgadve Committee 10 be
constizuied from the employees and workers of the corporation. The Committee shall be charged
with the study of all matters regarding the utilization of rescurces. the efficiency of operat:ons
. and the productuvity of the organization. The Committee shall tzke into consideration the sound
business management of the organization and may study any marer referred (0 the commitice

by the Board of Directors or the Managing Director.

Qutside Commirees

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 concem, such
as specitic design issues‘. or in areas of general public concemn. such as rates and tanffs. The

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

Directors.

BEST AVAILABLE COPY
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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)

Proot of Compliance:

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

compliance with this milestone action.

BEST AVAILABLE COPY
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Milestone:  Autonomy
2. D. Implementation

After the decree is signed and/or the legisiation is enacted creating the new
organization, a period of six months wiil 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 incividuals to

the Board of Directors.

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

Proot 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.

BEST AVAILABLE COPY
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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 pertormance 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 etfort requirement for this work. Ceneraiiv, a team of 3 to 3 experienced
wastewater utility management individuals visiting and observing the utility operations
for a period of 7 to 10 days could complete a detaiied operations audit for AID/Cairo.

The operations audit reports would alert AID/Cairo to minor or major
deficiencies and, in accord with anv required remedial actions, A[D/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 III. FINANCIAL STRUCTURE

1. Evaluation
AGOSD currently operates without the internai finandal controls and support
svstems necessary to sustain the adequate indepencent management of a modern
wastewater system. As a result of the organizational relationship between AGOSD and
the GOEvnumerous financal 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 ot Planning, etc.
The areas where the firancial svstems and procedures are interdependent with
the GOE inciude:
Annual Operating Budget: ACOSD 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

.

BEST AVAILABLE COPY

management.
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2. Requirements

An independent utility company operating the wastewater facdlities in Alexandria

should have a finandal 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 operanons of the entity.

. internal financial systems for critical functions such as budgeting and
procurement which allow managément 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 finandial 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.

1. Implementation

A program to develop a finandal 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.

BEST AVAILABLE COPY
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Tune o hplenent
Deceee/Aull lmp.

Peoof of Compliance

Table 3 FINANCIAL STRUCTURIE
Milestone: .
Detimiion l)cscnpuinilw. -
3.A. | Modenuze Sysiems Program at AGOSD w muodemize accounting pmcmi\' and systemancally

insll computes capacity 10 the adnnmistraton ad [inance arcas 0 bukd a
pladform for conversion W enterprise fund accounting.

3B | Conversion Conven AGOSD acconnung practices to enterpise fund accounting amd
develop the necessary support systems lor budgeting and procuscment
1C fmplementation . Full implementation of fiee-standing, uthity company accounung systems for

uthization by the new utihity company.

]

12 months

landependent accounting
fum tests AGOSD systems

3JO-36 months

Independent accounung
firm tests AGOSD systems

36 months

Review of the legal

documents filed at the
Registry in Alexandna

7/
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\Milestone: Financial Structure

3A Modernize Systems

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

budgeting. operanons and caputal budgets

pavroll

purchasing and procurement

inventory conol

A systematic program (o computerize the above funcuons will provide a platform ror

conversion of the financial svstems to a “enterprise fund” based sysiem. ~-

Time to Implement: 12 months

Proof of Compliance:

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

been modemized.

BEST AVAILABLE COPY
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Milestone: Financial Structure
1A, Conversion

Once AGOSD has modemized its accountung systems and inocoduced computenzagon 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-
supporing, self-sufficient entity that accounts for its revenues and expenditures separaie and apan
from any other unit or enaty. Generaily, the enterprise fund system allows govermmenial entities
0 ke2p their books and records and account for themselves just as a pnvate company wouid.
There can suil be subsidies in the form of conmbuted capital for construction projects or reduced
interest rates on short and/or long term borrowing but the subsidies are transparent and quanufied.

This makes the public policy choices clear. _

Time 10 Implement: 30 - 36 months

Proof of Comzoliance:

. A test of the financial systems at AGOSD can be performed by an :ndependent
accounting firm. The test will confirm the extent to which the accounting system at

AGOSD has been converted to the enterprise fund system.

BEST AVAILABLE COPY
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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 Direcicrs of the company. (See item 2.D.-
Autonomy) Without the successful development and impiementation of new financial systems,

the new unlity company will be unable to fulfill its responsibilities.

¥

Time 0 Imniement: 26 months

Proof of Compliance:

. Review of the legal documents filed ar the Regisoyv in Alexandria will determine if the
new enuty has established financial systems capable of accountng for and reporting the

acnviues of the organization independent of any governmental entity.

3EST AVAILABLE COPY
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BEST AVAILABLE COPY

Section I'Y. PERSONNEL

1. Evaluation

At the current ume AGOSD operates with approximateiv 4300 employees of record.
Because of the nature of the souctural relationships between AGSOD and the GOE and AGOSD
and the Govemnorate, that 1s the lack of independence and auionomy. the current situadon of
staffing has developed. AGOSD. :n addidon to its role and fincuon as a wastewater system
manager and operator. has served as a vehicie for the implementazen of the social and economic
policies of the GOE.

WWCG has begun the process of evaluating the prospective starfing reguirements 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. 1n addition to having the
correct number of employees, the employees must have the nght set of skills and abilities to
perform the assigned tasks. At this point in time, and for the purposes of this repor, only the
number of staff will be discussed and it will be assumed :hat once the correct level of

emplovment is reached those emploved will possess the proper skills and abiiities. The current
O&M program at WWCG is designed to deliver training and institutionalize an on-going waining
program for AGOSD.

At this point WWCG is not aware of any exhaustive 21fort 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 BEST AVAILABLE COPY

An independent, self-sustaining utlity company must have sutficient legal authonity that
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Final Draft - For Review and Comment - |9 October 1992

it can exer effecdve control over iis intermal employment and staffing requirements. The basic
legal authonties required are:

. Ability to set the qualifications and compensaton for its employees, especially its
management employees.

. Ability to promulgate rules and regulation governing the employment practices
within the company, including standards for hinng. promotion. training. operator
centification programs and dismissal.

. Ability to provide financial and non-financial incentives sufficient to :nsure that
any investment 1n personnel. via waining and career advancement programs, are
not lost by empioyees seeking more lucratuve employment outside EZvpt or the

company.

BEST AVAILABLE COPY

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 conuol over staffing wnich are essential
for a successful utility company.

There are a number of potental options regarding the mechanics of how such a plan
would function. Essennally, the thrust should be to insure that the operating company has
sufficient iegal authority so that it employs and funds the correct number of statf within its
revenue base while providing a five-vear phase-out period for direct GOE subsidy, through a
public works employment program for statfing 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 1tems such as: freeze on new hires. attrition,
incendves for early-out and other human resource management techniques that would be deemed

appropriate within the environment.

WWCG - AGOSD Milestones - June/July 1992
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Obviously, the Liming. 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
absorp individuals with certain skill sets. The key negotdadng point for AID should revolve
around the integrity and independence of the operating uniiity company. The company should be
structursd 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 incennve 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

Jefand :ncreased rates.

4. Implementation
The development of a labor force adjustment plan for AGOSD and the implementadon
of the labor force adjustment program will require sensitivity and diplomacy as well as patience
and persistence. The mtlestone action steps required for the development of the plan and the
implemenrtation of the program are identified in the following pages. Table 4 is a summary of

the acrions recommended.

BEST AVAILABLE COPY
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Table 4 PERSONNEL

AdOD I18VIVAV 1538

Tunc w Implement

Decrecfi-ull imp.

Proof of Comphlance

Preparation of a deunled labor force adjustinent plan tor AGOSD which detanls the strategy
and methods o be cmployed i realizng an appropaate adjustnent w the fabo force.

—

// V:\
( 24 momhs

)

Labor force adjustment plan
completed

The Labor losce adjustinent plan seviewed and adopied by the GOL:, the Governorate amd

30 months

Approval issued by the
GOE, Govemonte and
AGOSD

Board of Ditectors of the new utility company commences wath the implomcentation ot the

Mlestone:
Defintion Description

4A. Developiment
4.4, Adoption

AGOSD.
4C. | mplementation

Labor force adjustment plan.
4.D. Complevon

Labor force adjusuncnt completed and the new company s operating at the appropnate level.

36 months

Y6 months

Opcrations auda

Resolution by the Board of
Dicectons o mplemient the
plan

20/
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Milestone: Personnel

4 Al Development

AGOSD, with the assistance of WWCG, must deveiop a iabor force adjustment plan. The

plan must be comprehensive and must include the following components:

. analysis and classification of existung labor force by skill and wage level.

. validated projections of labor force requirements for utility company operation of
the Alexandria wastewater facilitues. classitied by skill and wage ievel.

. inventory of techn:zues that can be used to assist in the lator force adjustment
such as hiring freeze. a2itnuon, early-out program. 2tc.

. realisuc implementaiion targets for the impiementation phase within the five-year

program.

Time to Implement: 24 months

While such a plan could be developed more quickly it i1s imponant that the plan
and its implementation be in parailei to the creation and execution of the uality company concept,
from-secaon 1l Autonomy. Therefore. the timing of this acuvity is racked in parailel to the

Autonomy process

Proof of Compliance:

. A completed comprenensive labor force adjustment plan which meets the

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

BEST AVAILABLE COPY
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\Milestone: Personnel
1 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 congoversial and both patience and persistence will be

required.

Time ' Im-lameat 4. A, + 6§ months

Proof of Compliance: -

. The appropriate lenters 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.

BEST AVAILABLE COPY
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Milestone: Personnel
1. C. Implementation

Implementadon of the plan begins with the commencement of operations of the new
atility company. As an element of the suart-up of the ne'w company. the appropriate resolutions
shouid be adopted by the new Board of Directors. Those rzsolutions would commit the company
to the objectives of the program and the siep by step time frames for implementation of the

detailed program.

Time 0 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.

BEST AVAILABLE COPY
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Milestone: Personnel

4. D. Compietion

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 zffort could be phased on a five vear

cycle. Other cycles. both longer and shorter, could be seizciad. but WWCG believes that five

vears is realistic objective.

Time ‘o Imelemant: 4, C. + 60 months 196 months cumulative)

Proof of Compliance:

. An operations audit of the utility company cgerations will confirm whether or not

the labor force adjustment plan has been successtfully completed.

BEST AVAILABLE COPY
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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 consisient with the
policies that A[D/Catro is pursuing with the GOE for sector adjustment in the warer/wastewater
Sector.

A program of institutional reform at AGOSD., cornsistent with the objectives of AID/Cairo,
{s fzasible. A program of instutctionai reform at AGOSD is dependent upon 2ction dy the GOE.
It s aiso dependent upon the sw2ngthening of the caracity of AGOSD :0 wansition 10 an
Incepencent utiity company. WWCG belizves that AlD/Cairo recognizes the interrelationship
betveen the two components of the ;roceés and will advance poiicies and programs to insure that
actiens on the part of the GOE to decenmalize authority and control will find an organizadon
capable and competent to take on more responsibility.

In order 10 summanze the miiestonc steps that would be required to effect a program of
insdtutional reform at AGOSD. WWCG has prepared Schedule 1 as a summary of the major
milestone steps contained 1n the body of the report.

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

BEST AVAILABLE COPY
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June

Date

- 21

23

24

28

Time

8:30 AM

11:00 AM

10:00 AN

12:00 PM

8:.00 AM
9:00 AM

6:00 PM

7:00 PM

9:00 AM

12:00 N

1:45 PM

D. Vincent, C. McElroy
S. tlassan

Ch. Sewalam, S. Hassan

AGOSD Steering Commilt

Ch. Sewalan

M. Gould
O&M Steering Commiftee

Ch. Sewilan

Ch. Sewulanm, J. Buker
J. Boydston, G. Kinias,
S. Hassun

ISP Commiittee

Lng. Buhgat, Ch. O&M
Eng. Kansowa, T.P. RE
Eng. Nasr, T.P. GM

Ing. Abdel Salam, Civ des

wsrre [WANA LN 2]

Final Diaft - For Review and Comment - 28 July 1994

Schedule of Mectings - E.R. Lanhel - June/July 1992

- 4

arr .

APPENDIN |

WWCG Suall;
B. Durham, G.Kinias
Ih Elsaaunmak

B. Durham, . Kinias

B. Durham, ¢t al

B. Durbunn, G. Kindas

(wmformal)
G. Kinias

G. Kinias

G. Kinias

G. Kinias, Adm Faluny

L Elsanunak
Admiral Fuluny

Ih Elsanunak, Adin Faluny

PR Y O KL

Kick-off mecting

Intro to Ch. Sewalem

R} oliserver

Discnssion of milestones, B.1.

Institution bidy in WW sector in Egypt
ER] observer

Discuss ISP progrum
Ch. creates AGOSD-ISP Committer

ALD consultant wterviews Ch. Sewalan

Kick-off mitg with AGOSD-ISP Commiittee

Discussion of ISP

Discussion of ISP
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Dage

June 29

30

July 01

7
R]
i4
1s

16

v

NS

8:30 AM

1:00 PM

1:00 PM

12:00 N

1.00 PM

10:00 AM

11:00 AM

7:00 PM

10:00 AM

4:00 M

8:30 AM

1:30 M

Final Diaft - or Keview and Comment - 25 July 1994

Mot with;

S. Hassan (AID-Alex)

Eng. Turk, Mech Const.
Eng. Abduliuh, Dist Mgr, CZ

Mr. lamad Salam

AGOSD Steering Committee

Mr. liassan Abdel Rehim

Nubil Shebata, Tech OM

D. Vincent, P. Thorme

Ch. Sewalean, Nabil Shehata

D. Vincent, S. llassan

D. Vincent, S. Massan

P. Thorme

P, Thorue, F. Cooper

WWCG - AGOSD Milestones

WWCG Sl ' Notes:

De-bricling on Alex waler company

Ib Eisammuk, Adm Fahmy Discussion of ISP

Adwn Faluny Discussion of ISP

B. Durham, et al ERJ Observer

Adm Faluny Discussion of ISP

Adis Fuhmy Discussion of compulerization of AGOSD

B. Durham Discussion of work in progress

B. Durham, Ib Elsummuak Discussion of ISP work plan for AGOSD

B. Durham, Ib Flsammak AGOSD Milastones, AGOSD ISP work plan
. Durluun, Ib Elsammak AGOSD Milatones, AGOSD ISP work plan

AGOSD Milotones

AGOSD Milestones

- Junel luly 1992
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DECREE OF THE PRESIDENT OF THE
ARAB REPUBLIC OF EGYPT

NO. 363/197

ESTABLISHING
THE GENERAL ORGANIZATION FOR

SANITARY DRAINAGE IN ALEXANDRIA (AGOSD)

ENGLISH VERSION

BEST AVAILABLE COPY
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Cacree from the President ot A.R.E
No. 363/19789
for Estabiishing the Ganeral Organization for
Sanitary Drainage In Alexandria
(AGOSD)

The Presicent,

Aler reviewing tne ¢ensuiyticn, ard

The law NoO. 93,1962 regarcing wasiewater c.sgcsal, and

The law for tha general crganization for which the law No. 61/1963 was issued,
and ...

The Decree from the Presicent of the RepiLz.c No. 1637/1968 for establishing
the General Orgarization for sewerage anc sanitary drainage. and ...

The law for the local governing system that was issued by the law No. 43,1579,
and ...

The Decree frcm the President ot the Repubdlic No. 135/1979

The follewing has been ceciced:
Article 1:

A general organization :s 10 te esiatlished ard te nominated as the Gareral
Organization for Sanitary Orainage for the Gevernorate of Alexandria. It shouid
have its self-esteemed identity and follow the Governor of Alexandna. Its
location is to be the city of Alexandria. It shculd abide by the laws applied by
the general organizations.

BEST AVAILABLE COPY
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Article 2;

The General Crganization for Sanitary Orainage in Alexandria (AGOSD) is the
authorized agency for sewerage public works and sanitary drainage in the
Geverncrate of Alexarcra. In this respect it has the fcllewing authcntes:

3 Administraten as well as operation and mainterance of
Alexarcra sewerage system utlity. ia ms afect i should
cerform a.ithat:s needed regarding expansion and sugson of the
utility as well as providing ‘for the necessary matenas and
equipment required for its support and expansion.

[ ]

Preparnrg the detailed gererai plans for t~e prgjects and
sewerage works and sanitary drainage within the bouncares of
the Government of Alexandna.

LY

Performing t~e studies and the apclied researcres relatsd 1o the
sewerage and sanitary drainage aftairs, as weil as prepanng the
cesigns, ccnditions, the technical and standard specificatons and
issuing the project contracts.

i Launching tre projects ‘or tercenng and. gerferming and
awarcding the local and outside practices as well as contracting
and supervising its execution.

Anicle 3 BEST AVAILABLE COPY

AGOSD bocard of directors is the supreme authonty that supervise iand
administer its affairs. It has the nght 10 take what deems necessary of

WWCG - AGOSD Milestones - June/July 1992
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decisions to fulfill the purpose for which AGOSD has been established:;
especially the following: :

1.

«n

A TRANS-OM)

Issuing the general policy of the QOrganization.

issuing the plars, pre;ects and works that tre ¢ ;:z~zaton should
execute and planning for the axecutive pregress.

Apprcving of the gereral conc.lors that the censincien of the
sewerage system and sanitary crainage pro;ects shcu.g a2.ce By, and
also approving the results of the researches.

Issuing the internal regulatons for tha disciplinary decis.cns cenaining
to ithe financ:al and administrative atfairs for AGOSD and its staff.

Planning for the training system with the object of promoting the
efficca~cy of productivity.

Aporcving of the preect of the annmia budget as wel as tre firal
accounting of AGOSD.

Reviewing the penodic repors on the work flow of AGOSD as well as its
financial position. ‘

BEST AVAILABLE COPY

Signing for loans in compliance with the low.

Reviewing what the Governor of Alexandna, or, the Chairman of the
Board of Directors sees of matters that need to be submitted and are
within the jurisdiction of AGOSD. !t is allowable for the Board cf Director
to authonze the Chairman, or, to any of s committeas with somae of ils

WWCG - AGOSD Mile:tones -'Juncljuly 1992
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responsibilities. Rtis also allowable for the Board of Directors to delegate
one of the membars or any director to perform a limited task.

Article 4:

AGCSD Board of Directors has the nght to authonze AGOSD to authorize
AGQOSD to perform ts ¢ 22tves outsice the Geverncrate ¢f Aiexarcria if it s
requested to do so.

Article S:

AGQOSD Bceard of Directors is 10 be formulated as follcws:

The Chairman is 10 be appointed and its estimated by a resolution+rom
the Prime Minister.

- AGOSD Directer General for financial and administrative affairs.
- The Vice=Minister of Heusing in the Gevaernorate of Alexandra.
- The Vice-Ministers of Heaith in the Governcrate of Alexandna.

- The legal Counselior of the Governorate of Alexandna.

- The deputy Chairman, Board of Directer for Technical Afairs of
Alexandria General Water Authority.

- Not mors than two members experienced in the sewerage and sanitary
drainage affairs to be selected for two years by the Govemorate of

BEST AVAILABLE COPY

Algxandna

WWCG - AGOSD Milestones - June/July 1992

’ ' .
ANTRANS-OP) Page - 61- / Z ,



Article 6;

The Board of Directors is t0 be held at least once every month upon an
invitation from the Chairman and whenever the Gevernor of Alexandria or the
Chairman sees necgssary. If the Governor attends the meeting he is 10 be the
Chairman of session. The meeting cannot be legal unless the majonty of the
members atteng it. a~¢d cecisions are !¢ te ssued by the viewpoint of the
attending members. In case of equality in vcung the opinion of the Chairman
preponcerates t~e group he shares the opinicr with. In case of absence of the
Crarrman Bearac! Cirscicrs, tne eidest cf tne cirecicrs takes over and calis the
Bcard for the meeting uncer us Chairmarsn)p cf tne cessions. Ciscussions
dunng the cessions and cecisions taken by the Bceard of Directors are to be
.nscribed in a repon sigred by the Chairman.

Article 7:

Tre Chairman cf the Board of Directors notifies the Govemor of Alexardna
about the decisions taken by AGOSD Board ¢! Direciors, within seven cays of

" ts issuance. ‘cr approval. except for the cecisicns that necessitate issuance of
resolutions from another authonty. |

BEST AVAILABLE COPY

Article 8:

AGOSD Chairman, Boarg of Directers takes cver:'s administration and scicticn
ot its affairs in compliance with the rules of the faw 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 ex'ecuu'ng 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 junsdictions. The Chairman of the Bcard of Directors represents
AGOSD in its connections with others as wells in front of the judicial litigations.

WWCG - AGOSD Milestones - June/July 1992
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AGOSD resources are composad of the following:

L. The ravenues resulting of s activities.

12

All the estimated ‘uncs for AGOSD in the State Budge:.

I

Tha donations ard contnbutions that the Board of Direciers accents.
4 Tre icans that ara s,gred within limits of the rules ¢f tne ‘aw.

Al AGOSD furds are tc e considered as public funds from &l aspects.

Article 10:

AGOSDO budget is to be an indepandent budgst, that abides, in s preparations,
~ith all the acclied rules in the law for the State Gereral Bucgel. It ais¢, must
rave a final computation. The Chaiman of the Bcard of Ciractors ¢r his
represantalve, prepares the preject ¢f the budge! and submits .t 10 the Bcard
ot Directors for approval in due tima.

Article 11: BEST AVAILABLE COPY

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

Article 12:

The rules of the system for civil workers in the State are to be applied on all

WWCG - AGOSD Milestones - June/July 1992 4 “ ;
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AGOSD staff. AGOSD Board of Directors can arrange for other systems that
may deem suitable for the nature of s activity.

Article 13:

All employees working in the cepanments of maintenance. cgeration and
projects in the sewsrage system clility of Alexandna are to te transierred to
AGOSD. Al the necessary regulations are to be applied for trarsfernng the
employmant grades of those emplcyeas, with alil thatis being specified for them
cfoenuses and the like, 1o AGOSD bucget and also the appreval graces by the
Cantral Organization for Discigline and Administration, ard ire Ministry of
Finance that ware being specified for the sewsrage system utility. Aise, the
requlations that are necessary should be taken in respact of the trans‘ar of all
the funds that are pertinent to AGOSD from the funds speciiec ‘cr the General
Organization for Sewerage and Sanitary Drainage (GOSSD) in the budget upon
agreament between the Minister of Finance and the Minister of Heusing.

Article 14:

All funds, properties, nghts, and ooligations of Alexandna sewerage sysiem are
10 be dissolved to AGOSD with the pumping station, the networks, canstructions

that are related to it and and that complete it.

Articie 15:

In orger to acquire all its nghts, AGOSD has the right to take action for
administrative distraint and execution in accordance with the reguiations of the

distraint law.

BEST AVAILABLE COPY
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Anticle 16;
'Work is to continug in compliance with the systems and reguiations that are

cominant as regards the sewerags System utility with its workers until AGOSD
issues the substilute provided it due not ccntradict with the rules of this

resolution.

Article 17:
This cecres 18 '¢ e oLt sres ~ =9 QHiciar Jzural. arg. 32 2
cf iR cag ¢f 's ssuarce.

lssued at ‘he Presicency ¢n 18 Ramacan 1359 H . 21 August 1979

Hessny Nictarek

Secretary General
Ministeral Cabinet

Al Fawzy Younis

BEST AVAILABLE COPY
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Introduction

In July 1992 Mr. Dan Vincent. the U.S. AID/Cairo Project Officer for the Alexandna
Wastewater Project requested that WWCG prepare a preliminary determunation ot financial
need for the Alexandria General Organizaton for Sanitary Drainage (AGOSD). This
preliminary determination of financial need was to evaluate AGOSD’s requirements as if
AGOSD was an independent uglity 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 accounung rrm of KPMG Hazem Hassan under the direction of Mohamed A. Gharfar
E!l Saied provided tield accounting services. Mr. Steve Johnson of KPMG and assigned to the
Canal Cities [I 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 meetings were held on 10 and 11 August. The field work portion of the project was
camried-out in Alexandna from 16 to 26 August 1992.

Mr. Hank Padgham. Project Director and Mr. George Kinias, O&M Director provided
assistance tor the project and the entire support staff of WWCG provided support for the
proje ffot. BEST AVAILABLE COPY

Background matenal 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

WWCQG. 17 June 1992 and a revision of the same report dated 9 August 1992.

WWCG - AGOSD Financial Need - August 1992
Page |
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Limitagons of the Analysis

This repor represents the best proressional etfort or WWCG to develop a preiiminary
determination of the financial need to properiy operate. maintain and repiace the Alexandria
wastewater system. An outside time parameter of two weeks of field work was allocated by
AID/Cairo to this \effon. WWCG was able to compiete :his erfort 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 [V were not reviewed as they
are not so closely associated with the operations and maintznance functions of the svstemn. In
addition. certain items such as interest and taxes were excitcded. as under the current system
they are essentially intergovermmental transfers and are not closely related o the svstem
operations and maintenﬁncc Costs.

[t must be recognized that this report 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 the figures contained
herein as preliminary and any and all policy discussions wnich utilize the figures contained
herein should reflect this fact.

O
N BEST AVAILABLE COPY

Seif-sustaining utility companies should have the means to raise and spend the tunds
necessary to adequately operate. maintain and replace the pnysical plant for which they are
responsible. The purpose of this effort was to assess the actual current costs of AGOSD.
evaluate the financial needs of AGOSD to properly operate. maintain and replace the

WWCG - AGOSD Financial Need - Aueust 1992
Page 2
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~vastewater system in Alexandria and project a determination ot financial need for operation
ot those r’acilities. under the concept of a self-sustaining uulity.

In addition to completing the task, the field work and analysis have documented
certain existing GCE 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 seif-sustining utility operation.

BEST AVAILABLE COPY

In order tor AGOSD to operate the wastewater facilities as a self-sustaining utlity

Determination of Financial Need

cémpany WWCG projects a financial need. in 1992 LE. of:
LE 35,000,000 + 10%

Schedule 1. provides a summary statement of the determination of financial
need in the pro-forma year. For the purpose of this report. the pro-forma year represents that
vear in which the utility will be expected to be operating on a utlity basis.

Schedule 2. provides a more detailed determination of the adjustments and the phase-in
schedule ror the increasing cost 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 projectons.

Summary of Schedule 2.

(tin millions 1992 LE)

Allocation Adjusted Projected Projected Projected
92-93 92.93 93-94 94-95 05-96
| Toul 149 | 213 24.0 29.1 35.3

WWCG - AGOSD Financiai Need - August 1992
Page 3



Schedule 1.
Summary of Preliminary Determination ot 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 |
|
f 2.C. Maintenance 1.012.000
* 2.D. Rent & Ltilites 1.000
2.E. Chemicals 3.200.000
| 2.F. Other Misc. Expenses 656.000 |
I S
| Sub-Toral 30.369.000 i
|
| 3. Replacement Reserve l 5.000.000
{ |
! |
‘ ; B
| GRAND TOTAL }( 35.369.000 |
|

BEST AVAILABLE COPY

'. 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‘wagcs includes line items for basic wages, bonuses. allowances.
benetits and social security. During the course of the field work WWCG was able to confirm
the total annuali cost for these items in FY 92-93 at LE 13.6 miilion. WWCG was not able
to contirm the number of employees by district or facility. WWCG has requested that
AGOSD develop additional personnei data to begin the process of a human resource plan for
staffing all AGOSD facilities atter start-up of the new facilities in July 1993. (See Padgham
memo to Chairnman Sewalem of 26 August 1992) For the purpose of this report WWCG is
using an unconfirmed total figure of 4790 existing empiovees at AGOSD

In order to project an amount tor wages. the WWCG O&M section developed a
recommended statfing program for AGOSD. The total staffing requirement is projected based
upon a figure of 4036 employees. [t should be noted that this figure could be refined.
However. WWCG can not make any further refinement of this figure untl 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 avatlable to management. The
per emplovee overall annual wage burden therefore changes from LE 2840 to LE 371S.
WWCG believes that an increase in the per employvee wage burden is an important component
of the transition from the current situation at AGOSD to management of a self-sustaining

utility.
BEST AVAILABLE COPY

2.A. Energy and Fuel

WWCG - AGOSD Financral Need - Aiust 792
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Wastewater utilities demand high volumes of elecoic energy to operate the motors.
pumps and other mechanical equipment required in the eatment process. [t is not unusual
for the cost of electricity to range from 8% to 17%* 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 tor AGOSD. WWCG has a high degree of confidence in its
consumption projections for the AID-funded facilities. Total consumption for those racilities
is projected at 35.3 million KWH/vear. WWCG can not confirm the consuinption for the
existing AGOSD facilities and WWCG has recommended that AGOSD. assisted by WWCG.
engage in a systematc review and documentation of all electric service at AGOSD. (See
Padgham memo to Chairman Sewalem of 26 August 1992)

Additonally. WWCG can not confirm the true cost ot electricity for AGOSD. The
AGOSD allocation from the Minisuy of Finance for FY 92-93 includes an amount of LE
85.000 for electmicity. AGOSD received actual invoices from the power company ror FY 90-
91 and FY 91-92 for over LE 5.000.000 in each of those years.

There is a further question or thc extent to which the GOE subsidizes the cost of
electricity to the users throughout Egyvpt.

Until the total consumpdon 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 towl energy requirements. This allowance

’

*-B. Spare Parts - . BEST AVAILABLE COPY

bl

World Bank Technical Paper No. 73, Water Pollution Control. Guidelines for Project Planning and
Financing. pp 165-170.

WWCG - AGOSD Financral Need - Aigust 1992
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The projection of an ailowance for spare parts is based upon the requirements of the
ulity to properiv operate and maintain the facilities now operating and under construction
in Alexandria, including the large quantity of heavy equipment involved in the sludge hauling
1nd disposal operations. The projection is based upon the requirements defined by the WWCG
O&M secuon.

[t should be notgd that the allowance for spare parts can be phased-in over a period
of time pased upon the quantity of spare parts that are purchased througn Phase I of the
Alexandra Wastewater Project. That is. if two vears of spare parts are provided then AGOSD
Al increase expenses for spare parts more quickly than if AID provides five years of spare
oarts. For the purpose of this report. it is assumed that two-vears of spare parts will be

provided. Sce 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 the

Ministry of Finance. For the FY 92-93 AGOSD requested LE 1.012.000 from the Ministry.

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

for AGOSD should review this item in more detail.

BEST AVAILABLE COPY

2.D. Rent and Ullities

For the purpose of this report. the figure utilized for the requirement for rent and
utilities is derived from the budget requests submitted by AGOSD to the Ministry of Finance.
For the FY 92-93 AGOSD requested LE 1.000 from the Ministry. (See Appendix II. Schedule

No.1) Future efforts to refine the determination of financial need for AGOSD should review

/2
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this item in more 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 acwal utilization
rates and specitic type of polymer which wiil be utilized can not be determined until the
contractor actually pilot tests various polymers on the installed presses using Alexandria
sludge. Specific sludge characteristics can demand significant vanations 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 figure. Once a determination has been made as to the type of
polymer to be utilized in Alexandna. 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 Miscellaneous Expenses BEST AVAILABLE COPY

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

miscellaneous expenses is derived from the budget requests submitted by AGOSD to the

WWCG - AGOSD Financial Need - A.qust 1992
Page 8
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Ministry of Finance. For the FY 92-93 AGOSD requested LE 636.000 from the Ministry. +See
Appendix II. Schedule No.1) Future efforts to refine tne detennination of financiaj nexd ror

AGOSD should review this item in more detail.

3. Replacement Reserve

AID/Cairo specifically requested that WWCG make a recominendation in this report
regarding a. mechanism for AGOSD to address the guestion 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. und other capuai
facilines. By United States standards. a replacement reserve 1s considersd an essential
component of the “"proper” operation of wastewater utilities. That being the cuse. there is no
consensus on how to calculate the requirement for the reserve. One prudent method wouid

be the following:

[y

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

tJ

. Establish a "landed replacement cost” for each item

('S}

. Establish a depreciation/useful life scnedule for categories of iterns. 1.e.
trucks - 3 vears. large motors - 7 veurs. 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
ey BEST AVAILABLE COPY
Such a procedure requires significant “up-front” effort to establish the system and was
outside the scope of this project.

For the purpose of this report WWCG has utilized a more direct approach. U.S. based

WWCG - AGOSD Financial Need - August 1992
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wastewater utiiities nave peen known to establish an annuai repiacement reserve reguirement
using a rlat percentage method. The flat percentage method denves a rigure as a functien of
the operating revenues of the utility. The range is generaily between 10% and 20% of
operating revenues. Based upon the pro-forma projection in Schedule !. of an operating
requirement of LE 30.369,000. WWCG has derived 16.4%. or LE 5.000.000. as the amount
for the repiacement reserve. At this point in time. it may be of more importance to establish
the concept of funding a replacement reserve while ailowing the process of rixing the crecise
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
recommended.

It should also be noted that within Division klll. 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 bevond “repawr”. Future
analvsis should examine this item more closely as it may. subject to a change in GOE
budgqgh1g policy. provide a source of funding for preventative maintenance programs at

AGOSD.

BEST AVAILABLE COPY
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Schedule 2.

Recommended Full Funding Phase-In Schedule

(n 1992 L13)
Allocation Adjusted Projected Projecied Pro-forma
92-93 92-93 93.94 94-95 95-96
1. Wages and Salaries 13,660,000 | - 13,660,000 IJ,()(‘(;,(I(NI 14,500,000 15,000,000
2. Recurring Expenses
2.A. Fnergy & Fuel 354,000 6,824,000 7,000,000 7,000,000 7,000,000
2.1 Spare Parts 550,000 550,000 1,000,000 2,250,000 3,500,000
2.C. Maintenance 122,000 122,000 500,000 750,“00 1,012,000
2.D. Rent & Utilities 1,000 1,000 { 1,000 1,000 1,000
2E. Chemicaly - - - 1,600,000 3,200,000
2F. Other Misc. Expenses 182,000 182,000 150,000 S0,000 656,000
Sub-Total 14,869,000 21,339,000 iZ.'lSI 000 26,601,000 31-’,3(;;"00
3. Replacement Reserve |,z._<o.mm 2,500,000 5,000,000
GRAND TOTAL 14,569,000 21,339,000 24,001,000 29,101,000 35,369,000

T~—
-~
C
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Additional Findings

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. Undertunding 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 ot Division II of the budget. \\Hich supports the operation and
maintenance of the facilities. AGOSD has received substanuaily 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)
Regquest Allocated % _Allocated
FY 90-91 2208 1660 75 %
FY 91-92 jo22 2084 69 %
FY 92-93 4379 1209 28 %

BEST AVAILABLE COPY

AF. 2. Preventative Maintenance
There are serious structure problems within the GOE system for successtul

implementation of preventative maintenance systems. The two major problems appear to be

eyl

WWCG - AGOSD Finunctal Need - August {992
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philosopnicai/managerial and budgetary. The pnilosophical/management problems appears to
re a telief on the part of managers and governmental officials that a program of preventauve
maintenance costs more than a program of “run it untl it breaks and then fix it". Some
consideration should be given to demonstratung the relative costs of both approaches.
Second. the existing governmental budgeting system. in which AGOSD operates. does
not provide funds to support 2 comprehensive preventative maintenance program. This could
be corrected in the short term by modifving the svstem. In the long term. a seif-sustaining.

zutonomous utility company concept wiil provide the necessary budgetary tlexibility.

AF 3 Overhead Calculation

During the course of the field work for this project. WWCG has made a calculation
of the current overhead rate for AGOSD. It would appear that the current overhead rate is in
the order of 148%.

Based upon expenence with large wastewater utilities in the United States. an
overhead rate of 125% appears reasonable. This difference would suggest that there are areas

within AGOSD organization where greater efficiency can be realized.

BEST AVAILABLE COPY
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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

BEST AVAILABLE COPY

! Based upon information made available by the Alexandria Water Authority ( Z Z\
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Use Category

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

Water Sanitary Drainage
Potable Water with Meter Volume in Eftecive Value Collection Volume in Eftective Value Colleclions
(A) Alexandria area Cubic Meler | Rate (P1) (Billing) LE Cubic Mcler Rate (1) (Billing) LE
i LE {E
1. Domestic Use 160,100 6.63 10,618
2. Fiker Water tor non-
domeslic purpose.
2.1 Commercial 10,000 22.56 2,256
activilies & other
miscellaneous m
participant m
48,300 16.00 1,728 w
2.2 Large Produclive ne]
Factories
7,300 911 665 >
23 Tounslic & <
Invesimenl Use >
1,500 16.00 241 F
24 Consliuction &
Building Service >
22,900 15.00 3,432 oo
2.5 Governmenlal r
(authorities) m
2,400 551 130
2.6 Servica Use O
300 3933 1,198 O
2.7 Alexandna Port. -U
92,700 16.88 15,648 l
Subtotal
Total (A) 252,800 10.39 26,266
T = — =
Service Use:

(Sport Clubs, youth care centers, ragisiered charilable societies)
10% trom Ihese colleclions are kept with Water Authorily as billing and colleclion remains charges while the remaining balance is paid (i.e. reimbursed)

to Sanitary & Drainage Aulhority atter deducling any olher claims and expenses.
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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 Dralnage
(B) El Amria and North Volume in Eflective Value Collection Volume in Elleclive Value Collections
Coast Cubic Meter Rate (Pt.) (Billing) LE Cubic Mcter Rate (P1.) (Biling) LE
LE LE
1. Domeslic Use 8,000 696 557
2. Filter Waler for non—
domeslic purpose.
2.1 Commercial 3,600 15.11 544
acliviies & other
miscellaneous
participanl
22 Large Produclive 5,800 15.60 905
Factories
2.3 Tounslic & 1,300 3092 402
Invesiment Use
2.4 Consluction & - - |
Buiilding Service
2.5 Governmenial 5,100 16.96 865
(authoriies)
2.6 Service Use : 2
Subtolat 15,800 17.21 2,719
Tolal (B) 23,800 13.76 3,275
Total Potable Waler wilth
meler (A) & (B) 276,000 10.68 29,541
Tolal Potable Waler without
meler 286
Send Total Unlillered
(turbid) water 9
Grand Tolals+ 29,835 1,988 1,619

L Analysis ol Sanitary Drainage Surcharge according o usage category is performed on a judgmental basis.

S.D. surcharge is aboul 6.66% ol waler billing.

nkrem (WC? S



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 Dralnage

Potable Water with Meter Volume in Efteclive Value Coliection Volume in Ettective Value Collectone
(A) Alexandria area Cubic Meter | Rate (Pt.) (Billing) LE Cubic Meter Rate (Pt.) (Billing) LE
LE LE
{. Domestic Use 173,400 129 12,652

Q 2. Filter Water tor non—
m domeslic purpose.
m 2.1 Commeicial 15,600 15.00 2,33
__g aclivines & other
muscellaneous
2 participant
> 22 Large Productive 47,500 18.99 9,022
_— Factories
—
> 2.3 Tounslic & 2,100 31.05 652
(9] Investment Use
—
I 2.4 Consliuction & 2,400 18.67 444
IS Building Service
C 25 Governmental 24,300 15.03 3,653
T (authorities)
‘ 26 Service Use 2,600 6.46 167
2.1 Alexandna Podl. 300 399.00 1,197
Subtotal 94 BOO 1843 17,476
N Total (A) 268,200 1123 30,129

\Q Service Use: (Spon Clubs, youlh care cenlers, registered chanlable societies)

" - e 10% trom lhese collections are kepl with Water Authorily as billing and collection remains charges while the remaining balance is paid (i.e. reimbursed)
K—\ lo Sanitary & Drainage Authority alier deducling any other claims and expenses.
AN
.
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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 Dralnage
(8) El Amria and North Volume in Eftacive Vaiue Coliection Volume in Liteclive Value Collectione
Coast Cubic Meter Rate (P1) (Billing) LE Cubic Meler Rale (P1.) (Billing) LE
LE LE
1. Domestic Use 8,500 8.06 687 !l
2. Filter Water for non-
domeslic purpose.
2.1 Commercial 1,400 15.07 213
activilies & olher
miscellaneous
participant
2.2 Large Produclive 11,100 16.90 1,867
Factories
2.3 Tounslic & 2,100 35.00 741
Investment Use
24 Construction & - 19.00 1
Building Service
2.5 Governmental 4,900 18.70 917
(authorities)
2.6 Servicoe Use SO0 7.07 35
Sublotal 20,000 18.92 3,784
Total (B) 28,500 15.67 4471
Tolal Polable Water with
meler (A) & (B) 296,700 11.60 34,600
Total Polable Water without
meter §3Y)
Send Tolal Unhillered
(lurbid) waler 139
Grand Tolals» 35,075 2,278 1,900
.o Analysis of Sanitary Drainage Surcharge according to usage calegory is pertormed on a judgmenlal basis.
o $.0. surcharge is about 6.49% ol waler billing.
§ meremy ANICDY Qo



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 B Water Sanltary Dralnage
Potable Water with Meter Volume in Elleclive Value Collection Volume in Elleclive Value Collectione
(A) Alexandria area Cubic Meter | Rate (P1.) (Billing) LE Cubic Meter Rate (P1) (Billing) LE
LE LE
{. Domestic Use 178,900 9.3} 16,699
2. Fiher Waler for non-
domaeslic purpose.
o) 2.1 Commercial 15.400 18.78 2,893
m aclivihes & other ,
(¢p] miscetlaneous
| participant
> 22 Large Productive 46,800 25.06 11,724
§ Factories
~I-_'.' 2.3 Tournslic & 4,100 48 41 1,985
> Invesiment Use
v o) 24 Constuction & 2,900 2365 686
r— Building Service
m
O 2.5 Governmenlal 23,700 159 3,780
O (authorities)
mo) 26 Service Use 3,500 8.3 294
-< 2.7 Alexandria Pont. 300 425.33 1,276
Subtotal 96,700 2341 22,638
i Total (A) . 275,600 1427 39,336
\-, N _ - — IO W ) B} . e
L™

\ Service Use: (Sport Clubs, youth care cenlers, registered chanlable socielies)

. 10% trom these collections are kept with Waler Authorily as billing and colleclion remains charges while the remaining balance is paid (i.e. reimbursed)
TN lo Santtary & Drainage Authority alter deducting any other claims and expenses.



AdOD T18VTIVAV 1534

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 Waler Sanltary Drainage
{8) El Amria and North Volume in Elfecuve Value Collection Volume in Eflective Value Colleclions
Coast Cubic Meter | Rate (Pt.) (Billing) LE Cubic Meter Rate (P1) (Biling) LE
LE LE
1. Domeslic Use 10,900 983 1.0
2. Filter Water for non-
domeslic purpose.
2.1 Commercial 4,900 18.13 888
activiies & other
miscellaneous
panticipani
2.2 Large Productive 8,300 24.42 2,027
Factories
2.3 Touristic & 3,300 4599 1.518
. Investment Use
24 Constuction & 100 18.88 18
Building Service
2.5 Governmental 7,900 18.94 1,496
(authorities)
2.6 Service Use 300 8.60 26
Sublotal 24,800 24.08 5973
Total (B) 35,700 19.70 7,045
Total Potable Water with
meater (A) & (B) 311,300 1490 46,382
Total Potable Water without
meter 405
Send Total Unliltered
(lurbid) water 406
Grand Totale- 47,253 3,928 2,570

Analysis ol Sanitary Drainage Surcharge according 1o usage calegory is perdormed on a judgmentaf basis.

S.D. surcharge is aboul 8.31% of water billing.

tibererny (RICDY Gy



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 “Waler 7 Sanitary Drainage
Potable Water with Meter Volume in Eftective Vaiue Collection Volume in Eltoctive Vaiueo Collectione
(A) Alexandria area Cubic Meter | Rate (Pt.) (Biling) LE Cubic Meter Rate (1) (Biling) LE
LE LE
|. Domestic Use 187,400 11.16 20,930
2. Filter Waler for non-
domeslic purpose.
2.t Commercial 15,900 2541 4,040
acltiviies & other
misceltanoous
panicipant
2.2 large Produclive 49,000 BRI} 15,204
Factories
2.3 Tounslic & 5,200 58.01 3,020
Invesimetn Use
24 Constuction & 3,900 2822 1,100
Building Service
2.5 Governmenlai 23,400 20.30 4,749
(authoriies)
26 Service Use 3,300 9.10 300
27 Alexandna Pon. 300 43593 1,307
Subtolal 108,000 29 .40 29,723
Total (A) 288,400 17.50 50,653
Service Usa:  (Sport Clubs, youth care cenlers, registered chantable socielies)

L]

10% trom these collections are kept with Water Aulhority as billing and collection remains chaiges while Ihe remaining balance Is paid (i.e. relimbursed)
to Sanitary & Drainage Autlhosity atter deducting any othar claims and expenses.

AdOJ ITGVIIVAV 1S538
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WATER CONSUMPTION, FEES RATE AND SANITARY DHAINAGE
SURCHARGE DATA ANALYZED ACCORDING TO USAGE CATEGORY FOR THE
PERIOD FROM JULY 91 TO JUNE 92
IN THOUSANDS

Use Category

Waler

Sanllary Drainage
(B) El Ameria and North Volume in Eftoctive Value Collection Volume n f tlechvo Value Collectione
Coast Cubic Meler Rale (P1) (Billing) LE Cubic Meler Rale (P1.) (Biling) LE
LE LE
1. Domestic Use 9,000 12.49 1124
2. Filter Waler for non-
domestic purpose.
2.1 Commercial 4,700 23.40 1,100
aclivihes & other
miscellaneous
panicipant
2.2 Large Produclive 8,300 29.41 2,441
Faclories
23 Tournislic & 3,800 55.70 2,116
Invesimetn Use
24 Conslruction & 200 2893 57
Building Service
2.5 Governmental 10,800 224 2,380
(authorities)
2.6 Service Use 2,200 1282 282
Subtotal 30,000 2793 8,378
Total (B) 39,000 24.36 9,502
Tolal Polable Waler with
meler (A) & (B) 327,400 1837 60,155
Total Potable Walter without
meler 526
Send Total Unlitered
(lurbid) walter 49
Grand Tolal «e 61,172 7,510 5,712

. Analysis of Sanitary Drainage Surcharge according 10 usage calegory is performed on a judgmental basis.

S.D. surcharge is aboul 12.28% of waler billing.

ks (W)
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WATER AND DRAINAGE SURCHARGE BILLINGS AND
COLLECTION FORECAST FOR THE
FISCAL YEAR 92/93 IN THOUSANDS

Perlod 92/93 | Projectlon for Water Projection for Sanitary Drainage’
Potable Water with Meter D T D N
(A) Alexandria area Volume Rate (P1) Value Collection | Volume Rate Value Cofiection®
in Cublc (Biling) LE In Cublc (PL) (Bllling) LE
Meter (LE) Meter LE
l. Domeslic Use 206,140 1339 27,602
2 Filter Waler lor non-domestic
purpose.
21 Commercial aclivities & olher 17,490 3049 5,333
miscellaneous participant u
22 Large Productive Faclories 53,900 3724 20,072
23 Tounstic & Investmenl Use 5,720 69.61 3,982
24 Construction & Building Service 4,290 3386 1,453
25 Governmental (authoanties) 25,740 24136 6,270 |
26 Service Use 3,630 1092 3%
21 Alexandna Pod. 3% 523.12 1,726
Subiotal 111,100 3531 39,232
Total (A) 317,240 210 66,834

Service Use: (Spon clubs, youth care centers, registered charitable socielies)
This projection is based on 91/92 linancial ligures in addilion to an eslimate ol 10% as increment ol the volume consumphion and an average increase of 20%
i the rate applied. However, aslimate lor the period 9395 was not prepared due 1o the lack ol available information.

' Areas which do not benefit from Sanitary Drainage semvices during this projection period (92493) are as follows: L1 Agamy, North Coast, Maryoul, LI Dekhela,
and some areas in Abu Qir, El Asalra (soulh railway) and El Mandara (south railway).

' The average collection penod is about 3 months, consequently biling for the last }iﬁnomhs ol the thiscal year is being collucted in the lollowing hiscal yoar

Hsm (WC1-S)
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WATER AND DRAINAGE SURCHARGE BILLINGS AND
COLLECTION FORECAST FOR THE
FISCAL YEAR 92/93 IN THOUSANDS

Perlod 92/93

Potable Water with Meter

Projection for Water

Projection for Sanltary Drainage’

(B) El Amerla & North Coast Volume Rate (Pt.) Value Coliection Rate Collection’
in Cublc (Billing) LE (P) LE
Meter {LE)
1. Domestic Use 9,900 14.99 1,484
2. Filter Water lor non-domesiic
purpose.
2.1 Commaercial aclivities & other 5,170 28.08 1,452
miscellaneous participant .
22 Large Productive Faclories 9,130 35.29 3,222
23 Tournistic & Invesiment Use 4.180 66.84 2,794
24 Consluction & Building Service 220 34.72 76
25 Governmental (authonties) 11,880 2645 3,142
26 Service Use 2,420 15.38 372
Subtotal 33,000 3351 11,058
Toial (B) 42,900 29.23 12,542 - -
Total Potable Water with meter (A) & (B) 360,140 2204 19,376
Total Polable Water without meter 579
Send Total Unfiltered (lurbid) water 539 -
Grand Tolal e¢ ¥0,494

(X}

sm (WCI-S)

Analysis ol Santary Drainage Surcharge according 1o usage calegory is performed on a judgmenial basis.




AGOSD ACTION PLAN

FOR INSTITUTIONAL REFORM
Appendix VII

Vanous Acdons of

Gen. Eng M. Fand 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
Dchlopmem

F. Translation of Memo Regarding Proposal for Fees for Lab Services to [ndusty

BEST AVAILABLE COPY

LT /
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AGOSD
Chairman's Office

Decision No. 396 for the year 1992
Issued on 30th August 1992

The Chairman:
- 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
Govemnor’s approval on 24th August 1992,

and - the decisions connected with assignment of responsibilities and authorization of

power;
First Article:  Beginning lst September 1992, the General Directories for "Licensing,
Execution, and Design® shall carry out the following as per their
assignment:
- Buildi icensing:

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:

Apantment Type Required Payment for
Number of Rooms Each Apartment
1 | Apartment with 2 rooms and hall 100 LE
(or less)
2 | Apartment with 3 rooms and hall 200 LE
3 | Apartment with 4 rooms and hall 300 LE
4 | Apartment with 5 rooms and hall SO0 LE
(or more)
5 | Tounst establishments (per 75 LE
room)
6 | Washing rooms (per room) SO LE

BEST AVAILAGBLE Cui



Apartment Type T Req@ Payment for
Number of Rooms Each Apartment
7 | Basement, storage area, of stores 1000 LE
8 | Garage 1000 LE
9 | swimming poos 5000 LE
- Licepsin

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
executon.

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 1s required.

Second Article: Governmental establishments are exempted from the contnbution amount

in the system (network), and only pay the cost of connecting these
establishments with the sanitary drainage system and related construction.

icle: All concermned authorities have to execute this Decision, each authority in
its own concem.

Chairman (signature)
Engineer Mohamed Farnd Sweelam

Dated 30th August 1992



AGOSD
PHASE 1 O&M RECOVERY

FEES TO BE PAID FOR CONNECTING THE BUILDINGS TO THE SEWER S8YSTEM

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 o] 300
5 ROOM AND A RECEPTION 0 500
HOTEL - PER ROOM (o} 78
LAUNDRY - PER ROOM 0 80
WARTHOUS - BASEMENT o] 1000
GQARAQGES o] 1000
SWIMMING POOL (o] - 5000
THE TOTAL ESTIMATED INCOME PER YEAR 3 M.L.E.
PER DECISION NO. 398/1992
EFFECTIVE: 1 SEPTEMBER 1992
7
)= 7




TRANSLATION

AGOSD
in Front of 21 Mohamea Shafik
Ghorbal (Archimedis Formery)
Ei Shatby, Alexangna
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 reguiations and modifying laws; and

‘Repuplican Decision No. 363 for the year 1979 regarding the establishment of

AGOSD. and

Law Nao. 26 for the year 1983 regarding the siaff 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 of Vehicles
and related equipment for the dewatening of Residential and non- residential
purposes. This is due to the nising cost of repairs of these cars and equipment
and the rising prices of spare pans 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 venhicles for residential purpcses in afl six city quaners ~ as
"per each trip”

L. Operating cost of vehicles, capacity of 3 m* "Braga/Hino™ “per each trip™
L.E 10.00

2. Operating cost of vehicles, capacity of 5 m® "per each - trip™: L.E 15.00

3. Operating cost of vehicle; capacity of 10 m* "Fora/Internash” per each
trip" L.E 25.00

Second:

The operating cost of dewatering vehicles, heavy equipment and other vehicles
ot the Organization for non - residential purposes: — "as per hour

Operating Cost of "Niva" vehicle per hour L.E 10.00

L.

2 Operating Cost of "lsozo" pick-up Diesel per hour L.E 10.00

3. Operating Cost of "Datsun” pick-up Gasoiine per hour L.E 15.00

4. Operating Cost of "Ford" pick—up Gasoline per hour L.E 20.00

S. 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” Autc 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

I1.  Operating Cost of "Ford" Deposits Dewatering per hour L.E 50.00

12.  Operating Cost of "Vector" Deposits Dewatenng per hour L.E 50.00

13.  Operating Cost of "Super Vector Camei” per hour L.E 50.00

14. Operating Cost of "Nafory" per hour L.E 30.00

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 vehicie per hour L.E 150.00

18.  Operating Cost of "Crane” 10 Ton vehicie 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

2 Operating Cost of “Forklift* vehicte 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
Aricle Two:

With regard to the operating cost of vehicles and equipment of the Organization
inside the Camps of Armed Forces and Central Secunty Forces, operating cost

is "per each trip” for residential purposes. ~
/R"‘\ [
, N



ARTICLE THREE:

—

The apove-mentioned operating costs for all categones of vehicles and general
equipment of the Organization, either for residential or non-residential purposes,
includes ail 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 20" October 1992.

ARTICLE SIX:

Concerned authonties shall execute this decision; each in its assignment.

Chairman,

M. F. Sewelam

MF:sa(A\Dec)



AGOSD

PHASE 1 O&M COST RECOVERY

FEES FOR SERVICES PROVIDED BY AGOSD

EQUIPMENT

PREVIOUS CHARGE L E.

NEW CHARGE L.E.

DOMESTIC USES

COS8T OF VACUUM 3M. TRUCK/HR
COST OF YACUUM SM. TRUCK/HR
CO8ST OF YACUUM 10M. TRUCK/HR
INDUSTRIAL USES
YACUUM TRUCK - 1ZUZV
VACUUM TRUCK - NIVA
YACUUM TRUCK - DATSUN
YACUUM TRUCK - FORD
YACUUM TRUCK - LOADING
YACUUM TRUCK - REGATA
SEWER RODDING TRUCK
YACUUM TRUCK - HINO
YACUUM TRUCK - INTERMATIONAL
YACUUM TRUCK - FORD
YACUUM TRUCK - YACTOR
YACUUM TRUCK - SUPER YACTOR
YACUUM TRUCK - JETS
CLAM SHELL BUCKET
CRANE 18T

t0T

8T
SMALL LOADER
FORK LFT
EXCAVATOR
HAMMER
COMPRESSOR

o N

2.9
4.7
3.8
8.5

28.3
21
M
36
29
28
78
80
22
30
3
80
80
1.8

10
18
28

10
10
20
20
30
28
§0
28
§0
§0
80
§0
§0
§0
150
100
78
78
20
100
100
28

THE TOTAL ESTIMATED INCOME, PER YEAR 3 M L. B

PER DECISION NO. 407/1902




TRANSLATION

AGOSD
In Front of 21 Mohamed Shafik
Ghorpal (Archemidis Formerly)
El Shatby, Alexandria

To the Engineers The First Undersecretary
for Housing & Utilities / Ministry of Deveiopment,
New Communities, Housing & Public Utilities

Dear Sir,

Reference is made to your letter to AGOSD that was received on 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:

L.

[S)

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
conciusions.

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 .

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 Review,Concerning 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 Deparntment for Factories and Commercial Stores
upon their request to use such reports in studies ccnnected 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.

. Training of chemists working in vanous factones which analyze the industrial
wastewater.
J 'Specifying the required instruments and chemicals to furnish to new labs built

in various factories.

. Providing for consultancy in case of any problem arising in factory treatment
units.
. Pertorming 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.

J!' o :}
(o=



Analysis the sample of wastewater (except for heavy metals) to be L.E 100 per
sample — added to this the amount in item 1 for transportation to be known that
such fees are L.E 300.

Bacterial analysis of wastewater to be L.E 75 per sample; in addition to the
transportation cost.

The cost of training one factory chemist for a week in the Central Laboratories
shall be L.E 75 per person.

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
Qrganization.

This matter is offered to the board for review and approval. pu

Chairman.

Eng. M. F. Sewelam

Names Signature

NN RN

Aqree Not Agree

Eng/ M.F. Sewelam S
Dr/ Yossry Eishadges,

Dr/ Fahmy Elsharqawy -—
Eng/ M. Ahmed Marzoug -

I

ConsuitanvAly Ahmed Hassan
Eng/Abdel - Moniem Twafig
Dr./ Fayeq M. Hassan

Eng/ M. Mahmoud Ismail.

MF:sa(Memo)
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AGOSD ACTION PLAN

FOR INSTITUTIONAL REFORM

Appendix VIII

Preliminary Draft of a

Proposed Decree by the Government of Egypt

Authorizing the Reorganization of AGOSD
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Outline or Decree Language

Authorizauon to Establish an Autonomous “Vastewater Lulity

PRELIMINARY DRAFT'
Decree rrom the President or the Prime Minister or A.R.E.
No. /1993
tor the Reorganization ot the Generai Organizauon tor
Sanitary Drainage in Alexandna
(AGOSD)

The President or The Prume .\linisfer.
After reviewing the consttution. and...
The law No. 93/1962 regarding wastewater disposai. and...
The law for general organization tor which the law No. 61/1963 was issued. and...
The law for the local governing system that was issued by the law No. 43/1979. and...
The decree trom the President of the Republic No. 135/1979

The decree trom the President of the Republic No. 363/1979

e folwng s pery et BEST AVAILABLE COPY

[n order to better serve the people of the Governorate of Alexandria as to their needs
in the protection of the public health with adequate sanitation services. and to be

consistent with the policy of the Government of Egypt regarding the eliminaton of

'. Decree is presented as a first draft of the authorizaton decree and requires a through

legal review.
Page | Ié\ é
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PRELIMINARY DRAFT

subsidies for utility services. that a new law shall te cresented and passed betore the

People’s Assembly. and that said law shall provide ror the reorganization of the

authorities and functions of the General Organization tor Sanitary Drainage to make

in autonomous wastewater utility organizauon in the piace of the AGOSD.

Secuon 2

BEST AVAILABLE COPY

The drart law to provide tor the autonomous utility organizauon for Alexandra should
p . yors

be drafted to be consistent (o the roilowing pnncip:es:

[ 3%

(V)

The draft law snouid have all the auinoriues. powers ot Decree No.
363/1979 as well as ail other grants ot executive powers now granted
by the Government of Egypt.

The draft law should provide for a new type ot utility organizauon to
be formed for Egypt which can commercialize the business atfairs and
management of the wastewater and <anitary drainage as such an
organization shall be operated and managed on the basis that it is a an
autonomous utility.

The dratt law should provide that an :ndependent board of directors
shall have all the powers and authonties to govern the organization as
an independent enuty and to controi all the internal affairs and
decisions of the organization without requirement for the approval of
any outside government agency. Said bourd of directors shall be able
to make binding contracts and enforce binding contracts in its own
name with ali parties. The draft law <iall provide tor the manners and
methods of audit and review of the services and functions of the
organization over time.

The draft law should have un independent budget which follows the
financial rules adopted in the commercial projects. The board of

directors shall take care that the total and true costs of operating the

Page 2
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Section 3

“n
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CRELIMINARY DRAFT
sanitation racilities within the Governorate of Alexandria shall be -
recovered by tees and tanrfs set for the users of the system. The draft
law shall recover. on an annuai basis. the revenues to be sutficient to
equal the costs. The tarirfs and fees shall be set on such a basis that
there shall be no direct subsidy of the operating and maintenance costs
of the wastewater utility organizauon.

The drart law shouid provide that the rixed assets 6t' the wastewater
and drainage works within the Governorate of Alexandria shall be
under the control of :he board of directors provided that. bv principle.
the fixed assets shail te legaiiv reserved ultimately to the Governorate.
The drart law should provide that the wastewater utility organization
is authonzed 0 own {ands and estates including the right ot acquisition
tor public use. The draft law shall provide that the organizauon can
rent 1ts lands owned by others to achieve the objectives of its purposes.
or to achieve the weifare of its own emplovees. or to establish projects
for the improvement of the sanitary drainage in its service area.

The draft iaw should provide that the new wastewater utility
organization shall have the clear and precise authority to make its own
rules regarding the employment of its workers. The dratt law shall
provide that the uality organization shall fund from its own revenues
those emplovees it deems necessary for the conduct of the drainage
systems. The draft law shall provide that the board of directors may
employ others tor indirect services provided that salaries and benetits
for the other employees shall be provided from governmental sources

outside the direct revenues trom tanffs and fees.

BEST AVAILABLE COPY

The Minister of Housing and Public Utilities shall prepare a draft law for introduction

to the Peopie’s Assembly. The law shall be prepared in such a manner that it shall be

presented to the People’s Assembly at its session beginning in November 1993.

Page 3
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Section 3

FPRELIMINARY DRAFT

The Minister of Housing and Public Utilities shall ccnvene one or more commuttees.
as he shall determine. to prepare the dratt law. The Minister of Finance. the Minister
of Planning. the Ministry of Local Administration the Council of State and all other
Ministries. as weil as the Alexandma Water General Authonty. shall provide all
cooperation and assistance to the Minister ot Housing and Public Utilities to prepare

the draft law.

Section 3

This matter shall deserve the attenuon and high prionty of the Government of Egypt

and the tollowing scheduie saull covern the deveiopment of the new organization:

Autonomy
Novemper 1993 Draft Law Presented to the People’s Assemoly
November (994 {mplementing Decreets) signed by the President
Apnl 1993 New Wastewater Utility Organization [mplemented

Cost Recoverv

July 1994 . Agreement on new Tantfs and Fee Schedules

Julv 1993 GOE Subsidy of O&M Costs Eliminated

BEST AVAILABLE COFY

During the period ot this reorganization of AGOSD. ill efforts should be made by the
Govermment of Egypt to reduce the subsidy required to maintain the sanitary drainage
of the Govemnorate of Alexandria. The Ministry of Housing and Public Utilities and
the High Committee on Cltilities shall take care to manage the taritfs for water 1n such

a way that the amount ot the subsidy of sanitation shall be declining.

Section 6

During the period of this reorganization of AGOSD the Minister of Housing. the
Minister of Finance and Council of State shall ke all actions. deemed appropnate
under the current laws and regulations of the Government of Egypt. to extend to
AGOSD any additional powers and authorities which may be granted to improve the
administative capacity. autonomy and cost recovery of AGOSD.
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Plan for Riscontinuing GQE Subsidies 'or Personnel

The cbjective of the AGOSD Action Plan Is to achieve a fully salf-sustaining,
independent wastewater utility in Alexandria by July 1995, implicit In this concept is
the slimination ¢f the GOE subsidy for wages, salarles and benefits that now exlsts
'n the GOE funding of AGOSD. The Action Plan calls !or the development gnd
impiementation ¢t a labor force adjustment plan. The specific purpese and effect of
the iabor force adjustment plan will be: '

. Identification of the proper leve! and qualifications of staff for all functions
in the independent wastawatsr utility. '

. Optlons and recommendations for out-placemsnt, early retirement and
dlscontinuation of personnel not necessary for tha opsration of the utility,

. Establishment of mechanisms to implement the cpilons and
recommendaticns fer the adjustment of the AGCSD labor forcs.

. Full implamentation of the labor force adjustment program,

in this regard, AGOSD has already taken some acticns. The new developments of
the teurist villages along the Nonth Beach can now be served under a contract
arrangement for the cperations and maintsnance of the package systems and lccal
. networks. Thesse new contract arrangements will allow AGOSD to reallocate staff to
be directly suppered by new sources of revenues.

The development and implementation of the complete AGOSD labor force adjustment
plan will requlire cless coordinatlon with the appropriale offices and agsncies of the
Governorate of Alexandria and the Governmant of Egypt. It is not within legal scopse
and authority of my positicn as Chairman of AGOSD lo take unilateral actions on
these matters. Howsver, through the process of the laber force adjustment plan, | will
present the available options to the appropriate officlals in the Governorate and within
the GOE so that AGOSD can mest ths objective of a ulllity labor farce in-place in July

Y PR Y T I
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in tre Acticn Plan cressnted to you AGCED has prejacted that it can meet all of its
‘inancial recuirements for operations, maintenance ana rgpiacement by July 1995, The
repiacament raserve will provide a source of funds to make major repairs to the largs
mecnanicai ccmponents af the system, inclucing the equipmsnt funded and Installed
under the USAID-‘unded portions cf the prgjsct. This means that the Investment
made by the Unrited States Government in the Alexandria fzcilities will be carsiully
protected Cy AGOSD. '

This is an ambitious and aggressive schedule. In order to accomplish this objective
major referms in the instituticnal arrangements batween AGCOSD, the Governcrate and
several xgy Ministries in the GOE will be required. AGQOSD and the GOE arse
commitied tc these reforms so as o make a new, financially self-sustaining utility in
the pirace cf AGOSD.

it is 2greed with you conceptually that indepzndsnt wastewaisr utilizes should have
access 10 capital ic meet the long term system maintenance and improvement
requirements. To be eftsctive, capital should be available In sutficient quantlties and
at reasonabie cost to serve the public intarest of mesting the sanitation nesds of the
citizens. In real terms, one must acknowledge that while Egypt Is making great
prograss in its program of economic reforms, that pregram Is still in its sarly stages.
For instancs, Egypt is only now addressing the requirement to provide machanisms
for capital for investment in newly-privatized enterprises. Secondly, relative to the
United States, Egypt is not a wealthy natlon and can not be sxpscted, in the short-run,
to meet the sams standards as may now exist in Ncrth- America or Europe.

In t7e United States the central government has provided direct grants of 90% of the
costs for thg construcilon of wastewater facilitiss cver the twenty year period 1972 to
1992, This ccnstruction grants program of the Clean Water Act was authonzed by
Congress a: a level bstween $ 1.8 and $ 2.2 billion per year. Further, since 1992 the
Congress hzs provided direct grants to the Siates to capltalize revolving loan funds
whicn can provide capiial for operating agencies al a subsidized (bslow markst) cost.
Finaily, several large scale urban wastewatsr projects are continuing to get direct
grants from tre U.S. cantral government. A total of $ 500 miilion per year has been
appropriated by the Ccngress for various large scale projects such as the Boston
Harbor Project ($100 million/year). [t shouid bs pointed cut that some of the
Independent utilities in the Unlted States facs problems In collecting the revenuss
required for ‘uil cost recavery.

During the asvelopment of the new tariffs and fees schedulss to support the seli-
sustaining utl'ty, AGOSD and WWCG wiil perform a financial capabllity analysis for
the Governorate of Alexandria. This analysis, based upcn economic data, wiil
establish in general terms the ablllty to pay for sanitary services within ths
Governoras.

There are two key questions to be addressed in the plan: / 7/
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capital reauirements) within the Geverncrate -7 Alexandria.
° In firarcial terms, what imachanisms sxist (:.- srnould exist) to provide
capital ¢ independent wastewatsr ulllities for long-term system

improvemenis.

in oreer ‘o be fuly efigctive this pian will requlre & cubstar:izl effont as we will have
‘0 estzbiisn the new pciiclas and procedures within the framswork of the privatization
gfforts in Egypt. In oraar to accemplish this we will have t¢ meet with an engage the
xay Minisirigs and authorities that are in responsibls char;a of these efforts. With
them we can estac.ish the propsr priority for the provision ¢f capital for wastewatsr
system maintenancs and improvements.

it would be my abjeciive t0 seo that the GOE develop a spec.iic program of grants and
lcans ¢ 2rovide ceoital 10 the indspendent wastewatsr utiiitiss, Qver a 25 to 30 year
geried ths pregram of grants and leans would be supplermanted by a private bond
market wirich coulc provide capital threugh revenue bencs and, if it was deemed
foasibie by the GOE, the grants could bs gradually phased-zut,

In this regard, | have prepared my preliminary thoughis rsgarding the scheduled
sequence 0 move AGOSD to full O,M & R and capital financial self-sutficiancy. This
typs of secuencing wiil be fully developed in the plan that | have discussed above.
The preliminary schsduls identlfles the AGOSD targets for maving tom_hnancla| self-
sufficlency.
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Preliminary

Ssquence of Steps fer Financial Ssli-Sulfic'ercy

| Steps f Activity Date of
[ Implementation
| L. Recurring Oceratlon and Maintenance Expenses July 1995
2 Wages, Salaries, Bonuses and Incentives July 1995
t 3, | Raglacement Reserve for Mechanical Equipment =« "wgﬁly 1995
| 4, 1 Canital 'Reoair/ry‘lajor Malntenance of Sewsr Network 2005
S. Extansions/Exsansion of Sewer Network to Now Arezas 2009
6. Cazpital Repzir/Major Maintenance of Treatmert Plan:s 2014
, ang Pump Staiens
7. Maicr New Facilities 2024 f' 7
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°. ' UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

AUG 171992

Txcellency:

Thank you for your letter lto. 1074, requesting AID financing of
construction to expand the Alexandria Wastewater system. In this
respect, AGOSD's Chairman, General Eng: Sewailem has made a similar
request to AID, by letter of July 5, 1992. In my response to
Chairman Sewailem's letter, I indicated how important I believe it
is that we both understand the need for the facilities constructed
under the program to be efficiently operated and properly
maintained throughout thelr useful life. I also indicated in my
letter that any assistance we could provide would have to be in the
context of structural and administrative reforms which need to
address both the 1issue of cost recovery as well as AGOSD's
transfcrmation to an autonomous utility.

AS menticned to Chairman Sewailem, USAID is rrepared to finance
technical assistance to help AGOSD define necessary legal,
administrative and management reforms and develop a time-phased
action plan for achieving autonomy and cost recovery. Once the
action plan is prepared and the timing of reforms are agreed to,
USAID can begin preparation of project documentation necessary 'to

fund future activities. Commitment of funds for project design
could take place upon GOE commitment to carry out the policy reform
adenda. IHowever, orogress in implementing refcrms would have to be

clearly shown priecr to USAID financial support of my new
construction activities.

Thank you, Excellency, for your cooperation and understanding. I
would ke very pleased to discuss this matter ZIurther with you at

your convenience.

Sincerely

= z ;

' Heriry H.C@aSSford
Mission Director

His Excellency

Eng. Hassaballah !Mohamed El Kafrawi
Minister of Reconstruction, llew Communities,
Housing and Public Utilities

1, Ismail Abaza Street

Garden City, Cairo
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This sucz 2ment ‘2 the AGOSD Ac tion Plan cf 16 December 1992 is intended to respond
‘9 issues denified in the letter of 7 February 1993 from Mr. Henry Bassicrd, AlD/Cairo
tJissicn Zirecicr, o Gan. Eng. M Fand Sewc.em, AGQOSD Chairman.

Plan ‘7~ T'sgontnuing GOE Sotsidies for F2-sonnel

Theocizzuveof the AGOSD Acticn Planis to 2chieve a fully seif-sustaining, independent

wasiewa:sr utility in Alexandria by July 1995. 'mplicit in this concept is the elimination of
the GC= wosic",' ‘or wages, saiaries and beneiits that now exists in the GCE funding of
AGCSEZ. The Acticn Plan calis icr the deveizcment and implementation ¢f a labor force
adiusiT="10lan. Tie specilic curpose and st of the labor force adjustment plan wii
be:

. Identilicaticn of the prcper levei and qualifications cf staff for all functions

in the independent wastewater utility,

. Options and recommendations for out-placement, early retirement and
discontinuation of personnel nct necessary for the operation of the utility.

. Estaciishment c¢f mechanisms to implement the cptions and
recommendations for the adjustment of the AGOSD labor force.

. Full imelementation of the laber force adjustment pregram.

!” blalA g=x

this reczrd, AGOSD has already taken scme aclions. The new developments of the
tourist - ‘ages aieng the North Beach can now be served under a contract arrangement

~

‘or tre coeraticns and maintenance of the pacxage systems and local networks. These
néw criract arrangements will allow AGOSD to reallocate stalf to be directly supported
by new scources ¢f revenues.

The deveiopment and implementation of the complete AGOSD labor force adjustment
plan wili require clcse coordination with the appropriate offices and agencies of the
Governcrate of Alexandria and the Government of Egypt. Itis not within legal scope and
authority cf my pcsition ‘as Chairman of AGOSD to take unilateral actions on these
matters. Sowever, through the process of the labor force adjustment plan, | will present
the avaiiatle opticns to the appropriate officiais in the Governorate and within the GOE
so that AGOSD can meet the cijective of a ctiily labor force in-place in July 1995. This
will mean that the employees of the indeperdent utility wnII be funded solely from the
reveruss Zarived rom the cperstions of the Lility.
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Lona T=rm Investment Meeds

In tha Azicn Plan presented to you AGOSD has projected that it can meet all of its
financial reguirements for operations, maintenance and replacement by July 1995. The
repiacemeant reserve wiil provide a source of funds to make major repairs to the large
mecharicai ccmponents of the system which have a useful life of 5 to 15 years, including

the ecuipment funded and installed under the USAID-funded portions of the project.
This means that the investment made by the United States Governmentin the Alexandria

projected amount of the replacement reserve of LE 5 million in 1995 will be subject to
further -eview. Uitimately, the replacement reserve will be set a level sufficient to meet

the needs and purpcses of the system.

This is an ambiticus and aggressive schedule. In order to accomplish this objective
majcr reierms in the institutional arrangements between AGOSD, the Governorate and
several key Ministries in the GOE wiil be required. AGOSD and the GOE are committed
to these reforms so as to make a new, linanciaily self-sustaining utility in the place ot
AGOSD.

It is agreed with you conceptually that independent wastewater utilizes should have
access to capital to meet the long term system maintenance and improvement
requirements. To be effective, capital should be available in sufficient quantities and at
reasonable cost to serve the public interest of meeting the sanitation needs of the
citizens. In real terms, one must acknowledge that while Egypt is making great progress
in its pregram of economic reforms, that program is still in its early stages. Forinstance,
Egypt is only now addressing the requirement to provide mechanisms for capital for
investmant in newly—privatized enterprises. Secondly, relalive to the United States, Egypt
is nct a weaithy nation and can not be expected, in the short-run, to meet the same
starcarcs as may now exist in North America or Europe.

In the United States the central government has provided direct grants of 90% of the
costs ‘cr the construction of wastewater facilities over the twenty year period 1972 to
1992. This construction grants program of the Clean Water Act was authorized by
Congress at a level between $ 1.8 and § 2.2 billion per year. Further, since 1992 the
Congress has provided direct grants to the Slates to capitalize revolving loan funds which
. can provide capital for operating agencies at a subsidized (below market) cost. Finally,
several large scale urban wastewater projects are continuing to get direct grants from the
U.S. central government. A total of $ 500 million per year has been appropriated by the
Congress {or various 'arge scale projects such as the Boston Harbor Project ($100
million/year). It should be pointed out that some of the independent utilities in the United
States face problems in collecting the revenues required for full cost recovery.

During the development of the new tariffs and fees schedules to support the self-
sustaining utility, AGOSD and WWCG will perform a financial capability analysis for the
Governorate of Alexandria. This analysis, based upon economic data, will establish in

general terms the ability to pay for sanitary services within the Governorate. /7 f*“”



w0 xey guestions to be addressed in the plan:

There zret
. '~ ecorcmic ‘zrms, what is the "ability to pay"” fcr sznitation (OM&R and
caditai requirements) within the Governorate of Aizxandria.
. '~ financial terms, what mechanisms exist (or shculd exist) to provide

capital ‘2 ‘ndependent wastewaler utilities ‘cr long—-term system
imorovemenis.

in crder to te iully effective this plan will require a substantial effort as we will have to
astabiish the n2w policies and procedures within the framework cf the privatization efforts
in Egypt. In crder tc accemplish this we will have to meet with an engage the key
Ministries and authorities that are in responsible charge of these sfforts. With them we
can establish the prcoer priority for the provision of capital {cr wastewater system

maintenance and improvements.

(X

$weuid be my chjective tc see that the GOE develop a specific crogram of grants and
loans 0 previce capital to the independent wastewater utilities. Over a 25 to 30 year
pericd the program of grants and loans would be supplemented by a private bond market
which could provide capital through revenue bonds and, it it was cdeemed feasible by the

GOE, the grants could be gradually phased-out. =

In this regard, | have prepared my preliminary thoughts regarding the scheduled
sequence to move AGOSD to full O,M & R and capital financial self-sufficiency. This
type of sequencing will be fully developed in the plan that | have discussed above. The
preliminary schedule identifies the AGOSO targets for moving to full financial self-

sufficiency.

Prelminary — Sequence of Sleps for Financial Self-Sufficiency

| steps Activity Date of
Implementation

: L. Racurring Operation and Maintenance Expenses July 1995

i_ 2. \Wages, Saiaries, Bonuses and Incentives July 1995

! 3. Reociacement Reserve for Mechanical Equipment " July 1995

" 4. Cepital RepairrMajor Maintenance of Sewer Network 2005

! S. Extensions/Expansion of Sewer Network to New Areas 2009

' 6. Capital Repair/Major Maintenance of Treatment Plants 2014

‘ and Pump Stations '

1| S ajor Mew Faciiities . ' 2024
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TAGS:
SUEJECT: ALEXANDRIA WASTEWATER SYSTEM EXPANSION PROJECT
262-01€¢@: AD HCC DOA FOR PACD EXTENSION

REF: CAIRO ©4¢C7

1. ACTING AA/NE APPROVED AD HOC DELEGATION OF AUTHORITY
To THE USAID/CAIRO MISSION DIRXECTOR TO EXTEND THE PACT OF
SUBJECT PROJECT FOR T4O0 YEARS FOR CUMULATIVE TOTAL OF 17
YEARS 4 MONTHS.

2. ®1THIN TEIS LOP, THE USAID/CATIROQ DIRECTOR MAY INCREASE
LOP FUNDING UNDER DOA NO 653 IF ADEQUATELY JUSTIFIED RBY PP
AMENDMENT/SUPPLEMENT,

3. ALTHOUGH GENKRALLY RELUCTANT TO CONTINUE PROJECT LITE
BEYCMD ESTABLISHED GUIDELINES, EUREAU UNDERSTANDS THE
UNICUE OPPORTUNITY IDENTIFIED EBY THF MISSION TO CAPITALIZE
ON GOE MANAGEMEONT INITIATIVES TO ENCOURAGE STRATEGICALLTY
IMPORTAHT POLICY AND MANAGEMENT REFORMS IN THE
WATER/WASTEWATER SECTOR AND ITS RATIONALE FOR AMEMNDING THE
ONGOING PROJECYT VERSUS STARTING A NEW PROJECT. PLFASE
PROVIDE BUREAU WITE THF PP AMENDMENT/SUPPLEMENT WwEREN
COMPLETED AND APPROVED BY THE DIRECTOR.,
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ANNEX D

WWCG DESIGN ALTERNATIVES

summary Description of four technical alternatives selected for
further design and more refined cost estimates (+ 25%)

1. General:

The four technical alternatives selected for further design
and refined cost estimates (+ 25%) are as follows:

Alternative A:
"Primary treatment with sea outfall".

Alternative B:
"Primary treatment with lake discharge".

Alternative C:
"Primary treatment with lake bypass".

Alternative D:
"Secondary treatment with lake discharge or bypass'".

2. Summary Description: BEST AVA'LABLE COPY

Alternative A - Primary Treatment with Sea OQutfall

This alternative provides for expansion of the treatment
plants, and is based on continued use of primary treatment.
The Central Zone would also be incorporated into the service
area by means of a tunnelled collector. Final effluent
disposal would be accomplished by constructing a 3.66 m
diameter deep sea outfall about 10 km in length. The outfall
would be located at one of three (3) locations. Because of
the inland location of the East and West Treatment Plants, the
outfall would require an extensive on-land conveyance system
and pump station.

This alternative includes the following components:
a) Collection System Improvements.

- Central zone tunnel

- Central zone connections

- Qabbari relief sewers.

b) Pump Station Improvements.
- Expansion of Phase I USAID funded pump stations.
- Rehabilitation of existing AGOSD pump stations.

c) Treatment Plant Expansions.

- East Treatment Plant increased capacity from 410
MLD to 544 MLD.
West Treatment Plant increased capacity from 175
MLD to 475 MLD.



d) Sludge Dewatering.
- Expansion of the Mechanical Dewatering Facility.
- Alternatively, Sand Drying Beds at a remote site.

e) Sludge Transportation and Disposal.
- Sludge haul by trucks.
- Alternatively, sludge haul by rail.

£) Sea Outfall.

Alternative B - Primary treatment with ILake discharge.

This alternative is largely based on a recognition of the
present severely polluted state of Lake Maryout. Alternative
B further recognizes that the options for more environmentally
appropriate effluent disposal are very limited. And that
these options are extremely expensive, such as the cost for
constructing a sea outfall. As a result, Alternative B comes
to the somewhat reluctant conclusion that perhaps the best
value that can now be derived from the Lake is to rely upon it
for future wastewater disposal. It is an alternative which
cannot be dismissed out of hand, simply because it appears
that it may not comply with U.S. environmental standards.

This alternative contains items "a", "b", "c", "d" and "e" of
Alternative A. The item "f", Sea Outfall is deleted and
replaced with direct effluent discharge into lake Maryout,
similar with Phase I systenm.

Alternative C - Primary treatment with lake bypass.

Alternative C attempts to not only avoid further degradation
of Lake Maryout, but to begin a gradual process of Lake
revitalization. These goals would be achieved by Keeping the
treated primary wastewater out of the Lake and routing the
effluent around the Lake's perimeter. Alternative C would
also keep the existing agricultural runoff out of the Lake as
well. This rerouting of the plant wastewater and agricultural
flow would rely upon the existing agricultural drains. The
specific components of this approach are as described below:

o) For the East Treatment Plant, the flow would be
routed to the Kaala Drain and Pump Station. The
effluent from Kaala P.S. would be connected with
the existing Abis Agricultural Drain and Pump
Station. From here, the effluent would flow to the
Omoum Drain and onto Mex Pump Station.

o] For the West Plant, a new force main would need to
be constructed pumping the effluent to Omoum Drain
and discharging it near Mex Pump Station. The
possibility of routing this flow by gravity would
also need to be explored.

BEST AVAILABLE COPY I




This alternative contents is similar with Alternative B except
that the effluent discharge is not into the lake but instead
into agricultural drains, as described above.

Alternative D - Secondary treatment with lake discharge or
bypass.

Alternative D provides a considerably higher level of
wastewater treatment than the previous three alternatives.
Additional biological treatment is provided by means of
activated sludge or bio-towers, or combinations thereof. By
increasing the level of treatment to this degree, Alternative
D assumes that the final effluent would then be suitable for
direct disposal into Lake Maryout or alternatively, through
the agricultural drains around the lake. And thereby, the
possibility of long-term recovery of the Lake is enhanced.

This alternative contains items "a", "b", "c", "d" and "e" of
alternative A. Additionally, secondary treatment plants are
conceived to be installed at both the East and West Treatment
Plant. The effluent will be discharged directly into lake
Maryout, as in Alternative B or into the agricultural drains,
as in Alternative C.

ID#:SUMMDESC: DVincent (11)

BEST AVAILABLE COPY

."!
L



ANNEX E

il

UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

&,

VIR FONTDT

5

RECORD OF CATEGORICAL EXCLUSION
FROM USAID ENVIRONMENTAL PROCEDURES

Project Location: Egypt

Project Title/ID: Alexandria Wastewater System Expansion
Amendment # 3 (263~0100)

Funding (Fiscal Year and Amount): FY93 -~ FY96 $35,000,000

Prepared By: Date:

o 2 l/
Sy o= e o2 1923
Anne E. Patterson 6/ N

Environmental Advisor, NE/DR/ENR

Environmental Action Recommended: Categorical Exclusion as per 22
CFR 216.2(c) (2)(ii) and (iii)

Mission Director's Concurrence:

N(Lvﬂv VN

—

e 75?/ lCLQ”TB

Paul Thorn, AD/DR

Decision of Environmental
Coordinator, Bureau for
the Near East: Approved:

Date:

Clearances:

GRWhaley, Mission Env. Officer:
RRhoda, OD/PDS/ENV

TCarter, LEG

FGuymont, OD/DR/UAD

Date: 6[2 /
Date: 313 =

Date: 729 7 '>

ate: éZ?O/EB
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RECORD OF CATEGORICAL EXCLUSION
FROM USAID ENVIRONMENTAL PROCEDURES

1. Project Location: Egypt
2. Project Title/ID: Alexandria Wastewater System Expansion
Amendment # 3
263-0100
3. Funding (Fiscal Year and Amount): FY83 - FY96 $35,000,000
4. Prepared By: Date:

— e 29 4573

Anne E. Patterson /’ /

Environmental Advisor, NE/DR/ENR

5. Action Recommended: Categorical Exclusion as per 22 CFR
216.2(c) (2) (ii) and (iii)

6. Discussion of Major Environmental Relationships of Project

Background

This amendment will extend the PACD of the Alexandria
Wastewater System Expansion project by an additional two years
through 12/31/96. Amendment #3 will make $35 million available to
support the Alexandria General Organization for Sanitary Drainage
(AGOSD) in its transformation toward a self-sustaining utility and
to explore environmentally sound technical alternatives for future
system expansion. These funds will finance the foreign exchange
costs of: (a) 1increased technical assistance in connection with the
operation, maintenance, and training of current AGOSD facilities in
Alexandria; (b) preliminary investigations, designs, feasibility
studies, and refined cost estimates for the sewage treatment and
disposal alternatives for the next expansion of the Project
outlined in the 1993 Master Plan; (c) an Environmental Assessment
or Environmental Impact Statement for the sewage treatment and
disposal alternatives; and (d) final project evaluation.

Discussion

Since the proposed action will not have an effect on the natural
or physical environment, this action is entirely within two of the
categories listed in paragraph (c)2, "Categorical Exclusions'" of 22
CFR Section 216.2, "Applicability of Procedures". Pursuant to 22
CFR 216.2 (c)(2) (i) and (iii), the proposed project amendment is
categorically excluded from further environmental review. Neither
an initial environmental examination or an environmental assessment
is required for this action.






