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I. BACKGROUND

a) Why AID involvement in Water/Wastewater Sector

When the AID program was resumed in Egypt in the mid-1970s, the
water/wastewater infrastructure picture was an urgent GOE concern. Years
of neglect due to improper or inadequate operation and maintenance, lack
of expansion to accommodate population growth, and war-damage in the
Canal area had resulted in an inadequate service and serious
environmmental problems. Raw sewage was flooding the streets in Cairo and
Suez, particularly in the poorer areas, and Alexandria streets and
beaches were similarly contaminated. The GOE not only faced a
potentially explosive health problem, but also an equity problem with
political implications.

Although the GOE considered Ehe sector of the highest priority, the
sector was at a standstill until our involvement. Even after a decade of
active involvement (1978-1998) by AID, and about $1.8 billion in
infrastructure development, our investments will be adequate to meet the
demand for the year 2000 only. Additional investments in infrastructure
will be required to meet the new and growing demand. All our projects
include elements cf training, operation, maintenance and institutional
development, which we hope will leave behind adequate human resources to
manage the sector. The GOE will require huge amounts of cash to expand
the infrastructure network in a systematic manner to meet the
ever-growing demand.
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STRUCTURE

Riaistry of Reconstruction. New

Coeaunities, Hausing and
Public Utilities
{MRHPU}

Hintster: Eno. Hagsaballa El-Kafravi

t budoet

t Anpoints all chair persons
# Policy quidance

t Geaeral overviex

Eovernors

Concurrence

Sreater Cairo Organizations

bereral Orgamization for

breater Cairo Water Supply
(BOGCNS)

Charrgan: Eno. Xamal keoad

t Flang, desion, construct,
coerate and sarntain water
supply in Cairo.

Cairc General Droanization for
Sanitary Drainage
(C/6DSD)
Chairoan: Eng, Farid Swelam

t Ogeration ang saintenance o¢
wastewater activities 1n Breater
Cairo area.

¢ Davelooeent of limited scale
wastewate projects,

Catro Wastewate Drganization
(CHD)
Chatraan: Eng. Salama Salia

+ Established to plan, design and
construct wastewater projects
in Breater Cairo area tnvolving
all toreign funded activities.
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Alexandria Droanizations

Rest of the couatry

: —iCanal Citis= Water Oroanization:

Alexandria Mater Beneral
Acthority
(AWGA)
Chatrean: Eng. Hchamed Marzouk

Planning, devalcoment,
operation and saintenance of
water activities in Alexandria
including nortt Beheira gov.

‘Alexandria Seneral drganization

for Sanitary Drainage
(R/60SD)
Chzirsan: Eno. Ahaed Alou-Rlafzh

¢ Planning, developaent,
operation and maintenance of
111 wastewater activities in
Alexandria governorate,

Kational Oroanization for Potable Water and Sanitary Drainage

(NDPKASD)

H Chairsan: Eng, Al-Moetazz Amin

In the field of ootable water and sanitary drainace:

it Preoare the national policy and plans.

t Ferfore studies 2nd researches.

AN

t Particrpate in establishing quality standards.

+ Provide technical advice for the gevernorates.

t Establish training centers to improve the quality of design,

Suer Canal Authoritv/ water

Hater Sector only
Chajraant Eng. Solisan Hasdi
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1 Planning, developeent
operation and saimtenance of
all the three Canal Cities of
Suez, Ism2ilia end Port Saig.
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i& NOPWASD is respoasikle for !
i all capita) investesent '
i activities in wastewater in !
+ the Canal Citiss. !

¥ Help governorates perfora researchs, prepare designs and
supervise the constructions of large projects.

t Help governorates in preparing bid docusent, tendering, and
evaluation of local and international contra-ts.
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b) Urban Water/Wastewater Sector Orcanization

Tre principal organizations in the sector are listed bellow. Table 1
provides an overview of the organization of the Sector.

1. Ministry of Housing, Reconstruction, Public Utilities and New
Locations (MHRPUC) / in collaboration with all Governorates

. Provides policy gquidance and general oversight of the sector.
. Obtains all the required budgets.

. Assigns all chairpersons and other key leadership persorinel of all
organizations in the sector.

. The Minister is the final arbitrator on all issues in the sector and
the ultimate decision-maker.

. 'The Governors concur in all Ministry decisions.

. Governorates are responsible for all operations and maintenance ard
for revenue collection.

2. National Organization for Potable Water and Sanitary Drainage
(NOPWASD )

. National Entity responsible countrywide except greater Cairo,
Alexandria and the Water subsector in the Canal Cities area.

. NOPWASD is presently involved in implementation. It is the only
organization that can contract for expatriate engineering, technical
assistance and construction services in the sector (outside Cairo,
Alexandria and Canal Cities). It was scheduled to phase out its
implementation role and became a regulatory and service organizations
by the time we complete all construction. That date is now mid-1990s.



Prepares national quality standards, certification standards, design
standards, financial standards.

Establishes training centers - management, O&M training.

Authorized staff 1,337 people and 22 executive level personnel - only
890 currently filled - Approximately 160 engineers, 250
sub-professional technicians - rest administration and support.

Turnover is high because of low wages and poor working envirormeit.

NOPWASD has been a cumbersaome entity to work with - primary weakness
is making decisions through intra-department committees.

Our Institutional Support project jis intended primarily to assist
NOPWASD became a more efficient regulatory agency.

Cairo Wastewater Organization (CWO)

The Chairman of CWO reports to the Minister of Housing, however, must
also coordinate with Cairo Organization for Sanitary Drainage, the
ultimate operator of the system and with the three Governors in the
Greater Cairo area (Cairo, Giza, Qualiubia). AMBRIC, the
American/British engineering consortium, provides engineering
services to CWO for the executicn of the works.

CWO was created in 1982 specifically to ensure the timely coampletion
of the Greater Cairo Wastewater project, including the British-funded
east bank works and the German-runded Helwar. project.

The staffing of CWO has increased gradually since 1982 and now has
reached 280 persons including 123 engineers. During December 1986 a
Board of Directors was established to provide Ministerial oversight.



4.

General Organization of Greater Cairo Water Supply (GOSCWS)

Bas responsiuility for planning, designing, implementing, operating
and maintaining the water supply system in the area of Greater Cairo.

" Has about 10,000 enployees., Overstaffing and lack of professional

skilled workers is a major problem in all GOGCWS's departments.

Cairo Water Supply I provided a management consultant to assist
GOGCWS in upgrading its services. The consultant recommended
improvements in organizational effectiveness, financial viability,
trained manpower availability, and service delivery capability.
Cairo Water Supply II will provide for the implementation of these
recaommendations.

Cairo General Organization for Sanitary Drainage (C/GOSD)

Resﬁonsible for the operation and maintenance of the Greater Cairo
sewerage system, and for the planning, design and implementation of
sewerage projects which are not part of the Greater Cairo Wastewater
Project.

Responsible to the Cairo, Giza and Qualiubia Governorates
administratively and to the MHRPUC technically. Has 12,000
employees. The lack of skilled technical workers and experienced
middle managers is a problem.

Cairo Sewerage I provided training for pump station operators and
sewer cleaning staff. Cairo Sewerage II will provide a major
institutional strengthening program directed at training and
operat.ional systems,



6.

Alexandria Organization for Sanitary Drainage (AGOSD)

Responsible for the planning, design, construction, operation and
maintenance of greater Alexandria wastewater system.

Has 3,000 personnel, primary weaknesses in mid-level management
positions in finance, legal and construction management. Chairman
delegates very little and has been undecisive manager.

Technical assistance provided under the Phase I project in Alexandria
has proven ineffective. A rew initiative is included under the

project amendment to do more training,

Alexandria Water Authority

Responsible for the development of the water treatment and
distribution system in greater Alexandria

Formerly a private company

AID does not finance anything in Water in Alexandria

Suez Canal Authority (SCA)

Primary responsikility is operation of the Suez Canal. Among its
responsibilities is management of the water system in the Canal area.

Approximately 300 personnel are assigned to the Vater Branch of the
Works Department of SCA, located in all three major cities in the
Canal Cities.

SCA is probably the best run organization in the GOE. They are
outstanding collaborators in implementing the water portion of Canal
Cities Phase I. They refused to participate in Canal Cities Phase
I1, which is primarily wastewater, but will receive same training

under the project.



II. PRESENT PORTFOLIO

a) Overview of Project Portfolio

The present portfolio includes water/wastewater initiatives in the
eight largest cities of Egypt: Cairo, Alexandria, Port Said,
Ismailia, Suez, Beni Suef, Fayoum and Minia. Local Development,
under a separate program, provides sector support at the rural level.

b)

Total authorizations thus far (excluding Local Development) are
$1.7 billion with $100 million firm for FY 1988 for a grand
total of $1.8 billion. This completes our commitment in the
sector.

A detailed listing of projects and status of authorizaticns,
obligations, commitments and disbursements is shown in Table 2.
Attached are individual project sheets,

Accampl ishments this year include the campletion of the
following contracts: Perini/Alexandria, Cairo Water I, Canal
Cities I, Cairo Sewerage rehabilitation with an estimated total
value of $370 million.

Memorandum of Understanding (MOU)

The current portfolio in water/wastewater is based on the
memorandum of understanding (MOU) which was signed in 1984 to
regulate AID involvement in the sector.

The MOU calls for AID providing $1.2 billion 1982-1987.
Authorizations have exceeded that fiqure,

The GOE was to increase tariffs, to provide adequate training
facilities and qualified personnel, to establish autonomous
water and wastewater organizations, and to retain consultants to

complete projects on time.
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TABLE 2

AlD PROJECTS

PURPOSE

Resarks

29.0 129.0 126.4 114.0 7.000
555.0 121.8 233.1 .7 4,500
97.4 97.4 92.8 89.5 3.000
781.4 448.2 472.3 235.2 14,500
193.7 195.7 178.3 104.1 3,000
165.0 148.8 159.8 154.9 1,600
110.0 110.0 25.0 24.0 500
15.0 5.0 . 0.0 0.0 N/A
1.27%.1 1,130.7 835.4 J318.7 21,400
83.7 83.7 0.0 0.0 No additions,
380.0 109.4 0.0 0.0 No additions,
443.7 173.1 0.0 9.0
100.0 30.0 0.0 0.0 Ho additions.
100.0 Jo.0 0.0 0.0
1,B17.8 1,333.8 835.4 3i8.2 21,400

GOE Contribution LE 1,213 Millions

Othe: donors to the sector have in the s1d 1980°s averaged an expenditure of $20

Renab Cairo sewerage systee,
Uparade Cairo west bank wastewater systea.
Exoand Rod El1-Farag water treatment plant.

ipgrade wastemater system in Alex.

leorove water/wastewater systess in Canal Cities,

Develop water/wastewater systess in J cities,

Enhance institutional cacisitity of MRHPU & NOPWASD

Ad¢ funds to coeolete phase I.

Comolete core cosponents as planned in phase I,

Ungrading Rod El-Farag Distribution Systea.

eillion per year.

PACD is Sep.
PACD is Sep.
PACD is Sep.

30,
30,
30,

PACD is Dec. 3i,
Completed except
PACE is Aug, 31,

PACD is Sep. 30,

PACD is Dec. 31,

PACD is Aug. 31,

FY B8 funding.

1988.
1994,
1989,

1992,
training.
1991,

15%0,

1992,

1997.



c)

Benchmarks were established to meet these goals, and the MOU
calls for annual meetings to review progress toward achieving
these tanchmarks.

The 1967 annual review meeting was held in May and the executive
session was held in July. A final draft report of 1987 annual

review is attached.

A Brief Look at Water Tariffs

All tariff increases must be proposed by the Minister and
approved by a high-level GOE commictee.

Formulation of proposed tariff schedules, to be sent up to the
Minister for consideration, involve public participation through
*local councils.”

In an effort to keep water tariffs low for the poorer population
groups, tariffs schedules have been extremely low and at present
oniy meet 50% of the O&M cost of facilities if all groups of
custamers pay their bills.

The MOU calls for tariffs to meet 100% of all water O&M and debt
service costs and 50% of all wastewater O&M and debt service
costs by 1989. That is impossible in theory even if all tariffs
are collected. We are now aiming at meeting O&M costs by 1990,
as outlined in the agreed-to benchmarks.

Table 3 and its footnotes provide a general overview of the
tariff picture,

Current AID Strateqy

No further infrastructure authorizations except Cairo Water II
in order to properly utilize the completed $100 million
treatment plant.

To complete construction activities, ensuring adequate O&M
provisions are contained in all contracts.
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TABLE 3
Treated Water Tariff

Rate
Mean Avr. of milliems per m3
weter pre Proposed Proposed
consumption 1985 1985 by 87-88 by 91
1. Household use 57% 18 30 55 60
2. Governmental buildings 7% 6 50 90 100
3. Commercial and industrial 12% 70 100 130 150
4, Services, hospitals, schools 11% 6 70 100 130
and bakeries
5. Tourism 7% -_ 100 180 350
6. Others 6% - 100 180 250
TOTAL (Avr.) 1003 23 54 88 114
Notes:
1. It is estimated that it costs 270 mill/m3 to treat and distribute one cubic

meter of water. Of that total, 100 mills are for O&M and the rest for capital
expenditure,

Our memorandum of understanding (MOU) calls for tariffs that would meet O&M
costs by 1991. The proposed 114 mill/m3 will roughly be equal to the 100
mill/m3 now estimated for O&M when inflation factors are included.

In addition to selling potable water, Water Organizations also sell raw water
for such purpose as gardenlng, watering public parks, etc. Raw water tariff
‘as 6 mills/m3 pre 1985, is now 10 mill and will go up to 40 mills.

Wastewater Organizations impose no direct tariffs and depend on Water
Organizations to collect for them. At present a 10% surcharge is collected to
meet O&M cost.

Proposed 1991 figures are for Cairo only, but we expect country-wide levels to
be within the general range.

The 30 mills/m3 domestic rates apply for the first 30 m3 per family per
month. Rates for consumption above 30 m 3/month increase progressively.

Most connections are not metered which leads to errors, and many groups do not
pay their bills such as government agencies.
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No new construction projects - focus on institutional
development projects that would enhance the O&M capability,
ensure the availability of trained personnel and simply
ascertain that GOE sector entities grow and develop to be able
to operate/maintain the tremendous investments made in the
sector.

Live up to MOU benchmarks.

Principal Sector Issues

Portfolio shares several things in cammon: delays in execution
and contractor problems. This is translated into extensive cost
over-runs., Examples are in the Canal Cities project where Phase
I financing was not enough to finance 50% of the work originally
contemplated and Alexandria where an initial $137 million has
grown into $272 million for the same scope (Phase I).

All problems derive from the reluctance or inability of GOE
implementing agencies to make decisions on a timely basis, and
to live up to the provisions of their contracts with expatriate
firms working in the sector. Plausible reasons for GOE
implementing agencies are fear of personal liability
(culpability) and unfamiliarity with international contracting
procedures.

Projects bequn in the late 1970s are now either complete or
nearing completion. Al include substantial claims by U.S.
contractors. All contractors leaving Eqypt after completion of
their work face Egyptian red tape related to taxes, social
insurance, custams, etc.



