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Executive Summary 

Introduction 
The objective of the Financial Viability Program is to enable and assist the General 
Organization of Greater Cairo Water Supply (GOGCWS) to endorse and implement an 
objectively measurable approach to achieve financial viability. Objectively measuring 
movement towards financial viability is a two step process. First, an audit of historical data 
illustrating the current financial condition of GOGCWS is needed. Then, performance 
indicators, based on information from the audit, can be identified, quantified and compared 
at regular intervals to measure financial movement. 

Tile financial audit reviewed managerial and financial aspects of the GOGCWS. The audit is 
separated into two major sections, (1) organization and management and (2) financial. Data 
used in our analysis was provided by the GOGCWS. Because the information and analyses 
of the financial audit will be used as the building blocks for the policy formulation and 
performance planning and modeling segments of the Financial Viability Program, accurate 
data is critical in order to reliably define the current financial condition of GOGCWS. 

Statutory Foundation 
A key component to achieving financial viability is the development of managerial autonomy.
GOGCWS, operating as an economic organization, is impacted by many national 
governmental agencies, laws and decrees which limit the utility's ability to make independent 
decisions which will lead to financial viability. National governmental agencies which impact 
financial aspects of the GOGCWS include but are not limited to the following: 

* Ministry of Housing & Utilities 
* Ministry of Finance 
* Ministry of Planning 
* Ministry of International Cooperation 
* Central Agency for Organization and Administration 
* Central Organization of Accounting 

Organizational and Management Structure 
In 1968 the presidential decree which established the GOGCWS as an economic organization 
to serve the Cairo, Qaliubia and Giza Governorates affiliated the organization with the 
Ministry of Housing and Utilities. A Board of Directors is the supreme power in charge of 
GOGCWS affairs. In 1979, Local Government System Law No. 43/1979 directs local 
government units to take charge of establishing and managing all pubo.' utilities falling in 
their circle. The Governors of Cairo. Qaliubia, and Giza are an integral part of the GOGCWS 
organization. Although an agreement between the Go vernors delegated the authority for utility 
operation for the greater Cairo area to the Governor of Cairo, the Governors of Kalioubia and 
Giza have the authority to require service be provided to areas annexed ot connected to their 
respective governorates. 

The GOGCWS is managed by the Presidential appointed position of the Chairman. Two Vice 
Chairmen, one technical and one financial and administrative, assist the Chairman. The day 
to day financial activities of the GOGCWS are' conducted thiough the Financial Affairs 



Central Department, the head of which is an Under Secretary of State who reports directly 
to the Financial and Administrative Affairs Vice Chairman. Three General Departments, one 
for revenues, one for expenses, and one for auditing handle the detailed operations of their 
respective areas. The General Directors of these General Departments report directly to the 
Financial Affairs Central Department Under Secretary. In addition, two Departments,
Budgeting and Computers, provide specialized services for the GOGCWS through the 
Financial Affairs Central Department. The Administrative Affairs Central Department provides
assistance with budget implementation. Capital planning is provided by the Projects Central 
Department. which reports to the Technical Affairs Vice Chairman. The installation and repair
of meters is the responsibility of the Networks Central Department, also reporting to the 
Technical Affairs Vice Chairman. 

Management Structure/Financial Planning & Decision Making 
Managerial duties of the Financial Affairs Central Department are allocated between the 
functional areas of revenues and expenses, with auditing providing validation. The flow of 
information within the Financial Affairs Central Department is vertical. Analysis of critical 
financial data is only performed at the higher levels of management. Although an Audit 
Department, a key position for any financial operation, exists in the organizational structure, 
the General Director position is currently unfunded. 

The budgeting process involves personnel from all levels of operations, which theoretically
results in sound financial projections. However, final review and approval of the budget, prior 
to submission to the Peoples Assembly, is performed by the Ministry of Finance, which has 
the authority to overrule financial recommendations of the GOGCWS. 

Capital planning at GOGCWS, which identifies major capital expenditures, is performed in 
the technical branch of the organization with minimal input from the Financial Affairs Central 
Department, the department responsible for the management of cash flow. Once capital
projects have been authorized, financing is decided with minimal input from GOGCWS, even 
though they are responsible for the payback of loans associated with the financing. 

Expenditure budgets, developed by GOGCWS and modified by the Ministry of Finance, are 
approved by the Peoples Assembly. Tariffs, which should theoretically support expenditures, 
are approved by the Popular Council at the Governorate level. Laws, rules or regulations do 
not exist which would require a relationship, between the budget approval process and the 
tariff setting process. A budget, which does not have adequate tariff revenues to support it 
is the result of these independent processes. 

Financial Planning Process, Policies and Practices 
Water utilities operating under best commercial practices, implement formal, written financial 
policies and procedures. This practice generates compatible long-range planning and financing
for capital improvements as well as day to day operations. Sound fiscal policies combined 
with interaction between all facets of an organization provide the consumer with the best 
possible product for the lowest cost. 

Financial Planning 
Financial plaru.ing at GOGCWS consists of an annual budgeting process. Around the end of 
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of each October, the budgeting process for a fiscal year beginning 1July is initiated. By the 
middle of January, GOGCWS submits its annual budget to the MOF for review, revisions and 
approval. The budget include both revenue and expenditure projections for the upcoming 
fiscal year. The reviewed and revised budget is included in the State Budget which is 
submitted for approval to the Peoples Assembly in April. 

Policies and procedures have been established for budgeting current operating and capital 
expenditures. Expenditures are budgeted using a chapter/group/item accounting system. The 
chapter accounting system allows for the transfer of budgeted expenditures between the 
various groups within the specific chapter. 

Budgeting of revenues is a by-product of the expenditure budgeting process. Once preliminary 
expenditures have been quantified, the Revenue Department is informed and requested to 
submit revenue projections which correspond to the increases in expenditures. The gap 
between estimated revenues and budgeted expenditures, historically identified as a deficit of 
current activities, was funded through subsidies and/or local loans. 

Financial Management 
As an economic organization, the Board of Directors for GOGCWS is charged with the 
managcment of the revenues generated from and expenditures associated with the production 
and distribution of water. An annual balance sheet and final accounts statement is required 
of an economic organization. Financial management addresses the policies and practices 
associated with the generation of revenues and the payment of expenditures. 

GOGCWS revenues are generated from the sale of water (production billed) and related 
services. Collecting revenues from the sale of water requires the interaction of numerous 
General Departments and Departments within the water utility. A consumers request for water 
service sets into action both technical and financial aspects of the organization. The technical 
departments provide the connection and where applicable, sets the water meter. The financial 
departments read the meter, generate the bills, and collect the revenue. 

Implementation of the budget approved by the Peoples Assembly is a joint effort of the MOF 
and the Budget Department. An internal committee, consisting of Central Department 
personal, MOF personnel, and the Budget Director allocate the approved budget to the various 
departments within GOGCWS. 

Revenue 
The current tariff structure, implemented in fiscal year 1991-1992, consists of volume charges 
per cubic meter of billable usage for customer classes all customers except government 
housing which is charged a flat rate per number of rooms. The magnitude of the volume 
charge varies per customer class and also per groupings within each customer class. 

Customers, Usage, and Service Areas 
During 1992-1993 water service was billed to approximately 4g1,000 accounts. Table 1 shows 
the number of accounts, billed usage and billed revenue for each customer class for the last 
three years. Although the number of accounts has increased approximately 17 percent in the 
three year period, billed usage has decreased by 2.5 percent. The usage decrease may be due 
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Table 1 

GOGCWS Customer Data Fiscal Years 1990-91 Through 1992-93 

Number of Accounts Billed Usage (M3) Billed Revenue (L.) 

CUSTOMER CLASS 1990-81 1991-92 1992-93 1990-91 1991-92 1992-93 1990.91 1991-92 1992-93 

CLASS 1, 

HOUSEHOLD 370.640 411.950 435.489 562.961.172 627.000.341 652.202.961 43.779.951 65.302.609 68.934.916 

CONSTRUCTION 1.039 0 0 24.696.207 5.401.865 2.337.906 5.433.165 1.433.421 654.613 

CLASS 2 

RELIGIOUS. HOSPITAL. BAKERIES. 

YOUTH CENTERS 2.S81 3.1.89 3.296 7.299.527 7.899.064 8.259.882 474.491 628.350 660.790 

EMBASSIES. SPORT CLUBS. 

POLITICAL HEADQUARTERS. SYND. 442 466 454 4.297.679 5.504.095 5.358.493 386.791 699.242 693.034 

CLASS 3 

SMALL FACTORIES. RESTAURANTS. 2ND & 

3RO CLASS HOTELS. PRIVATE SCHOOLS 

COFFEE SHOPS. GAS STATIONS 

GOVT HOSPITALS 25.475 26,980 28.430 49.600.714 51.061.778 53.316.414 7.440.107 11.536.522 12.262.775 

LARGE FACTORIES 0 312 285 0 18.388.796 19.444.428 0 5.700.526 6.027.773 

CLASS 4 

PRIVATE HOSPITALS. 5 STAR HOTELS. 

RECREATION. ENTERTAINMENT. 

1ST CLASS RESTAURANTS. 

INVESTMENT COMPANIESFREE ZONES 468 525 562 10.283.524 11.122.441 10.379.893 3.417.906 5.902.083 5.706.941 

CLASS 5 

UNPOTABLE (IRRIGATION) 541 501 491 2.125.513 2.181.625 2.185.992 116.908 168.741 174.879 

CLASS 6 

GOVT FACTORIES. GOVT HEADOTRS. 

GOVT SCHOOLS 

GENERAL AUTHORITY. LOCAL UNITS 9.041 9.665 10.008 245.320.088 279.915.732 249.265.653 20.993.336 39.642,490 40.476.371 

CLASS 7 

GOVT HOUSING 1.317 1,693 1.693 175.58a 223.592 237,571 13.157 22.259 23.757 

WHOLE SALE 6 0 0 121.050.190 67.142,330 0 5.447.259 4.028.539 0 

TOTAL 4119,S0 455,281 480,708 1.027,810.202 1,075.41,659 1.002,989.393 87.503.071 135.064,782 135,617,64s 



to a number of factors, including a down turn in the economy, the reclassification of a 
wholesale customer, and a change in the basis for estimating nonmetered accounts. However, 
the entire decrease may not be attributed to factors beyond the control of the water utility. 
Account data, meter reading practices, and procedures for estimating usage should be 
reviewed for all customer accounts. The need to verify billing data is supported by water 
production data. While billable volume was decreasing during the study period, water 
production increased 8.6 percent, from 1.202 million cubic meters in 1990-1991 to 1,306 
million cubic meters in 1992-1993. 

Approximately 95 percent of the billed usage is attributed to three customer classes. Class 1 -
Household, is the largest customer class in both number of accounts and usage. Household 
customers make up approximately 90 percent of customer accounts, and are billed 65 percent 
of the billed usage. The other large users are Class 6 (government related accounts) which 
is billed approximately 25 percent of the usage and Class 3 (small commercials) which is 
billed approximately five percent of the usage. 

Review of distribution of billable usage raises questions about the classification of customers. 
With three customer classes accounting for 95 percent of the billable usage, the need for an 
additional four customer classes to monitor and charge for 5percent of billable usage should 
be reviewed. The makeup of customers within the government class should also be studied. 
Because many industries and factories are operated by the government, they are Class 6 
customers. Consideration should be given to subdividing the government class into categories 
with similar usage requirements. For example, water usage requirements for schools and 
offices differ greatly from requirements of factories and industries. 

For billing and collection purposes, the GOGCWS service area consists of 12 major customer 
centers and four satellite centers. The distribution between the collection centers, of customers 
and billed usages for all customer classes except Class 6 - Government is summarized in 
Tables 2 and 3. 

Revenue Sources 
Revenues are generally categorized as current revenues and exchanges or capital revenues. 
Current revenues and exchanges are those which pay the day to day operating expenses of 
the utility, generally classified as Chapter 1 and 2 expenses. Capital revenues are those 
associated with the Public Treasury, the National Investment Bank, and foreign long-term 
financing instruments and generally finance Chapter 3 and 4 expenses. 

Billed revenue has increased from L.E. 87 million in 1990-1991 to L.E. 136 million in 1992
1993. The significant increase in revenues between 1990-1991 and 1991-1992 was the result 
of a tariff increase effective 1 July 1991. The relatively minor increase in billed revenue 
between 1991-1992 and 1992-1993 does not necessarily parallel the customer data which 
indicated a decrease in water usage. Reclassification of accounts from a low tariff class to a 
higher tariff class may account for the increase in revenues. 

Additional revenues are generated from services such as new customer connection, installation 
of meters, and meter read verification, meter rent, compensation and penalties paid by 
contractors for delays in work execution, interest income, profits from the sale of assets, and 
revenue collected in current year for water sold in past years. In addition, the water utility 
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Table 2 

Number of Customers 

From 1/7193 to 2711211993 
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Table 3
 

Quantity of Water Sold
 
From 1/93 to 27112/1993
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collects revenue for the sewer utility through a sewer service charge of 20 percent for 
household customers and 50 percent for all other classes. 

Capital related cash revenues, including grants, loans, shares from the public treasury, and 
advanced payments for investments, have increased from L.E. 248 million to L.E. 499 million 
during the study period. Historically, the amount budgeted for capital revenues has been 
substantially less than the final accounts. Several factors contribute to this trend, including the 
use of public treasury subsidies and loans from the National investment Bank to assist the 
GOGCWS in meeting their current operating obligations. 

Expenditures 
Expenses are categorized in four chapters, (1) wages; (2) current expenses and exchanges; (3) 
capital expenses; and (4) capital exchanges. Generally speaking, chapters 1 and 2 have been 
considered costs associated with operations and chapters 3 and 4 have been associated with 
capital expenditures. 

Current Expenses 
Current Expenses include wages and Figur 1 

current expenses and exchanges. The Comparison of Budget and Final 
ability of the budgeting process to Accounts 
accurately project current expenses is 
illustrated in Figure 1. Final account 20,000 Budget 

expenditures for fiscal year 1991- 0 B u t 
1992, 1991-1992, and 1992-1993 J 100,000 
were 147 percent, 165 percent and - 0 
127 percent, respectively, of the 0 
budgeted amount. 1991 1992 1993 

Fiscal Year Ending 30 June 

Wages, which reflect the total value I 
of the employee work effort, consist 
of cash wages and allowances, advantages in kind, insurance advantages and others. From 
fiscal year 1990-1991 through fiscal year 1992-1993 wages have increased approximately 35 
percent from L.E. 48.8 million to L.E. 65.8 million. 

Current expenses and exchanges include commodities, service input, current exchanges, other 
specialized transfers and past years expense. Total current expenses and exchanges have 
increase approximately 104 percent (L.E. 70.1 million to L.E. 143 million) from fiscal year 
1990-1991 to fiscal year 1992-1993. Also included in the current expenses and exchange 
category is other specialized transfers which reflect the monthly transfer of revenues collected 
for the sewer utility. 

Loans from the National Investment Bank (NIB) and foreign sources are scheduled to be re
paid in a timely manner. The annual debt service (the principal and interest payment) is 
dependent upon the interest rate and term of the loan. The interest portion of the debt service 
is budgeted in the Chapter 2 expenses. Interest payments on foreign loans have stayed 
relatively constant, reflecting a decrease in funding of major capital investment. Interest paid 
on local loans has increase substantially due to two factors, (1) more capital investment is 
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being funded with local funds and (2) a portion of the revenue thortfalls of the utility are 
covered with loans from the NIB. 

Capital Expenses
Capital cash expenditures include Chapter 3 capital improvements, the settlement of loans,
and changes in debtors or creditors balances. Chapter 3 improvements are identified by the 
Projects Central Department and funding for such improvements are provided for in the
capital cash revenues. The settlement of long term loans and the advance payments for 
investments account for the repayment of the principal on outstanding local and foreign loans. 
Increases in debtors and decreases in creditors balances are both a cash requirement of the
utility. An increase in debtors balances (accounts receivable) represents an increase in 
uncollected production billed revenue outstanding. While a decrease in creditors balances 
(accounts payable) indicates the GOGCWS has used cash to reduce the amount owed to 
creditors. 

Capital Investment 
The capital investment of the GOGCWS represents the resources invested by the utility.
Assets, or the investments, are acquired by the utility with the expectation that they will 
remain in service for a number of years. Fixed assets are those used in the production and 
sale of a product (water) and service (the delivery of that water). 

Assets are capitalized, on a quarterly basis, into nine categories based on Central Organization
of Accounting (COA) standards. GOGCWS records the original cost of the assets. From time 
to time, the original cost of assets funded with foreign capital is adjusted to reflect changes
in the value of the Egyptian pound. Table 4 identifies the asset categories and corresponding
values for the past two fiscal periods. The value of the original cost of the fixed assets 
increased approximately L.E. 269 million between fiscal years 1990-1991 and 1992-1993. 

Table 4 
Comparison of Fixed Assets 
Fiscal Years 1991 through 1993 

Category 1990-1991 1991-199k 1992-1993 
L.E. LE. L.E. 

Lands 
Buildings 
Pipes 
Wells 
Machines &Equipments 
Means of Transportation 
Tools 
Meters 
Furniture &Desks 1 

3,600,000 
253,900,000 
422,800,000 

5,000,000 
263,000,000 

11,000,000 
2,000,000 
9,500,000 
2,700,000 

3,600,000 
299,700,000 
466,700,000 

5,100,000 
362,900,000 

13,800,000 
2,200,000 

11,500,000 
4,100,000 

3,600,000 
303,100,000 
522,900,000 

5,300,000 
372,700,000 

14,700,000 
2,200,000 

13,300,000 
4,700,000 

Total 973,500,000 1,169,600,000 1,242,500,000 

Planned Improvements 
Utilities operating under best commercial practices identify both long and medium to short 
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range capital improvements. Short range improvements are identified in annual budgets. 
Review of the most recent plans and studies for the water system indicates a need for a 
comprehensive long range, system wide master plan. 

Historical Financial Condition 
Each year the GOGCWS establishes. a budget for the operation and maintenance of the 
water utility. Throughout the year, as expenses are incurred, they are reviewed and 
recorded by the General Accounting Department. At the end of each fiscal year the 
General Accounting Department produces the final accounts, reflecting revenues generated 
and expenditures paid by the GOGCWS. 

The final accounts, or balance sheet, provide a snapshot picture of the financial condition 
of the water utility. For the purpose of analyzing financial viability, a cash flow of the 
utility's revenues and expenditures must be developed. A cash flow statement compares 
revenues and expenses by fiscal year, allowing the utility to analyze the soundness of 
financial operations. 

Current Operations 
A cash flow statement for current operations, reflecting final account cash related entries, 
is presented in Tables 5. A critical issue impacting the financial viability of GOGCWS is 
the collection of bills. During the fiscal year ending 30 June 1993, appl'oximately 29 
percent (L.E. 39,699,000) of ,he billabl revenue was uncollected (L.E. 135,882,000 billed 
less L.E. 96,183,000 collected). The impact of the uncollected accounts on the cash flow 
of the utility is shown in Table 6. 

Current revenues and exchanges, including revenues from the sale of water (production 
collected) were inadequate to pay for current expenses for the last three years. Although 
an increase in tariffs during the 1991-1992 fiscal year provid~ed additional revenue to pay 
for current expenses, the magnitude of the increase was not sufficient to cover total 
current costs. In addition, if all revenue from production billed at the existing tariff 
schedule was collected in 1992-1993, the GOGCWS would have been in better financial 
condition, however it would have taken in less revenue than its current expenditures. 
Current costs associated with outstanding loans, i.e. interest expense, provided an 
additional burden which revenues were unable to bear. Achieving a balance between 
revenues and expenses in fiscal year 1992-1993, would have required collection of an 
additional L.E. 151 million in revenues according to the cash basis.. 

Capital Program 
In addition to managing current operations, GOGCWS also manages a capital program. 
Comparison of cash related capital revenues and exchanges and capital expenses, shown in 
Table 7, indicates more funds were procured than expended each year of the study period. 
Revenues and exchanges exceeded expenses by approximately L.E. 72.9 million in 1992
1993. 

Sound financial operations recommend sources of funds such as loans and grants be used 
for capital improvements, as identified in Chapter 3. A comparison of loans and grants 
with Chapter 3 expenditures indicated, in each year of the study period, loans and grants 
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Table 5 

Current Operations 

Comparison of Revenues and Expenditures 

(Per Final Accounts ) 

Fiscal Year Ending June 30 
Line 1991 1992 1993 
No. Current Revenues & Exchanges L.E. L.E. L.E. 
1 Production Billed 87,502,423 135,084,227 135,882,433 
2 Services Budgeted 8,745,571 10,244,501 9,160,998 
3 Exchanges 9,444,366 24,458,698 31,587'968 
4 Credit Interests 3,254 1,633,939 5,319,624 
5 Capital Profits 59,261 336,490 0 
6 Total Current Revenues &Exchanges 105,754,875 171,757,855 181,951,023 

Current Expenses 
Wages
 

7 Cash Wages &Allowaices 35,737,591 38,722,888 46,383,677 
8 Advantages in Kind 2,041,638 3,003,398 3,559,747
9 Insurance Advantages 6,344,246 6,974,277 8,434,162 

10 Other 4,711,010 5,544,678 7,434,710 
Current Expenses & Exchanges 

11 Commodities Input 60,807,420 93,492,196 111,390,279 
12 Service input 2,163,504 2,625,824 4,777,468 
13 Current Exchanges 8,436 34,362 39,023 
14 Other Specialized Transfer 6,339,742 20,131,403 25,141,271 
15 Past Years Expenses 737,745 786,836 1,696,017 

16 Total Current Expenses 118,891,332 171,315,862 208,856,354 
17 Revenues Less Current Expenses (13,136,457) 441,993 (26,905,331) 

18 Local & ForeignInterest (a) 51,589,474 69,330,963 90,073,276 
Revenues Less Current Expenses 

19 and Interests (64,725,931) (68,888,970) (116,978,607) 

(a)Includes interest expense on outstanding foreign loans & Investment Bank loans 
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Table 6
 
Comparison of Current Operations
 

Revenues and Expenditures
 

(Cash Basis)
 

Fiscal Year Ending June 30 
Line 1991 1992 1993 
no. Current Revenues & Exchanges L.E. L.E. L.E. 

2 
3 
4 
5 

Exchanges 
Credit Interests 
Capital Profits 

9,444,366 
3,254 

59,261 

24,458,698 
1,633,939 

336,490 

31,587,968 
5,319,624 

0 

Current Expenses 

7 
8 
9 

10 

Wages 
Cash Wages &Allowances 
Advantages in Kind 
Insurance Advantages 
Other 

35,737,591 
2,041,638 
6,344,246 
4,711,010 

38,722,888 
3,003,398 
6,974,277 
5,544,678 

46,383,677 
3,559,747 
8,434,162 
7,434,710 

11 
12 
13 
14 
15 

Current Expenses &Exchanges 
Commodities Input 
Service Input 
Current Exchanges 
Other Specialized Transfer 
Past Years Expenses 

60,807,420 
2,163,504 

8,436 
6,339,742 

737,745 

93,492,196 
2,625,824 

34,362 
20,131,403 

786,836 

111,390,279 
4,777,468 

39,023 
25,141,271 
1,696,017 

16 Total Current Expenses 118,891,332 171,315,862 208,856,354 

18 Local &Foreign Interest (a) 51,589,474 69,330,963 90,073,276 

19 01.iteet' 
(a)Includes interest expense on outstanding foreign loans & Investment Bank loans 

BEST AVAILABLE DOCUMENT 
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Table 7 

Comparison of Current Capital 
Revenues and Expenditures 

(Per Final Accounts) 

Fiscal Year Ending June 30 
Line 1991 1992 1993 
No. Capital Revenues and Exchanges L.E. L.E. L.E.
1 Public Treasury 70,325,000 72,367,769 74,850,000
2 Grants 9,763,048 54,806,009 160,250,767
3 Loans 116,981,744 137,495,480 170,105,1224 Decrease in Debited Balances 5,051,090 4,370,646 11,635,500
5 Increase in Credit Balances 35,692,577 43,891,480 80,737,332
6 Other Sources 10,061,323 0 1,646,8637 Total Capital Revenues & Exchanges 247,874,782 312,931,384 499,225,584

Capital Expenses 
8 Chapter III Capital 98,698,967 125,542,125 259,489,6319 Principal Payments 64,366,867 72,367,769 75,004,245
10 Advanced Payments for Investment 1,646,167 11,978,927 20,162,913
11 Increase in Debited Balances 28,626,989 69,424,953 37,708,896
12 Decrease in Credit Balances 13,462,797 16,057,190 33,477,231
13 Other Expenses 7,597,843 2,615,970 514,78614 Total CapitalExpenses 214,399,630 297,986,934 426,357,702
15 Revenu3s Less Expenses 33,475,152 14,944,450 72,867,882 
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exceeded actual capital expenditures. This implies that loan and grant funds were used to 

finance the settlement of outstanding loans (principal payments) and/or other cost deficits. 

Unit Cost Analysis 
A cash flow shows the overall cash position of the water utility's current operations. A 

will illustrate the impact ofcomparison of unit cost per billable volume with unit revenue 
from production billed, shown on Line 1costs as they relate to the tariff. The unit revenue 

of Table 8, closely parallels the current P.T. 13 tariff for the household customer. 

form other sources to cover costs is illustrated inThe ability of existing tariffs and revenue 
the comparison of the unit revenue from total current revenues, Line 4. with the unit cost of 

current expenditures. Line 5; interest expense.Line 6; and settlement of long term loans, Line 

7. In fiscal year 1992-1993, the unit cost for current expenditures totaled P.T. 20.64 per cubic 

meter. Interest and principal payments added an additional P.T. 8.97 and P.T. 9.48, 

respectively, for a total cubic meter cost of P.T. 39.10. 

These costs were financed with revenues from tariffs and other services which produce a total 
of P.T. 13.54 andunit revenues of P.T. 18.71, consisting of billed production unit revenue 

of P.T. 5.17 per cubic meter. The impact from uncollected billsother services revenues 

reduced the unit revenue to P.T. 14.75 per cubic meter.
 

For 1992-1993 fiscal year current expenditures to have been fully financed, the tariffs should 
collected. Tohave increased of approximately 62 percent, based on the production revenue 

and principal and interest payments, the tariff cover both current operating expenditures 

should have been increased by approximately 154 percent.
 

Performance Indicators 
A method for objectively measuring the change in financial condition of a utility is to develop 

and calculate performance indicators on a regularly scheduled basis. Sound financial operation 
a target predefined byis realized when an organization's performance indicators achieve 

experts in the respective areas. An initial listing of financial viability performance indicators 
listed in Table 9. For each proposed indicators,has been developed for GOGCWS and are 

a ratio, trend, and frequency has been identified. In addition, the indicator, based on year end 

figures for 1990-1991 through 1992-1993, has been calculated. Financial viability targets 

have also been identified 
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Table 8
 

Comparison of Unit Costs With Unit Revenues
 

Line No Current Revenues 

1 Production Billed 

2 Production Collected 

3 Services,Exch.,Credit Int.,Cap. Profits 

4 Total Current Revenues 

Current Expenses, Interests, and 

Settlement of Long Term Loans 

5 Total Current Expenditures (a) 

6 Local & Foreign Interests 

7 Settlement of Long Term Loans 

8 Total Unit Cost 

m3-cubic meter 

P.T.- piasters
 

L.E.-pounds 

Revenues 


1000 L.E. 

135,882 

96,183 


51,863 

148,047 

Costs 

1000 L.E. 

207.160 

90.073 

95,167 

Fiscal Year Ending June 30 

1993 

Billable Usage Unit Revenue 

1030 m3 PT /m3 

1,003,699 13.54 

1,003,699 9.58 

1,003,699 5.17 

1,003,699 14.75 

Billable Usage Unit Cost 

1000 m3 P.T./m3 

1,003,699 20.64 

1,003,699 8.97 

1,003,699 9.48 

39.10 
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Table 9 
Financial Viability Performance Indicators 

Performance Indicator Historical Trend 

Indicator 

Operation Profits 

(losses) / Total 
Reenue3 

Operating 
Revenues / 
Operating 
Expenses 


Actual / Budgeted 
Operating 
Expenses 


Collected / Billed 
Revenues 

Production Billed / 
Water Produced 

Financial 
Trend Frequency 1990-1991 

I 
1991-1992 1992-1993 

99 
Viablity
Target 

Positive Bimonthly Indicator: Indicator: 

ndctr(39%) Ind)cato5 

Trand: 

NA 13% (15%) 

Positive Bimonthly Indicator: Indicator: 

72% 
I 

105% 

Trend: 

NA 7% (8%) 

Less Monthly Indicator: Indicator: 

than 1.00 
1 48 

1 
1.65 1.27 1.00 

Positive Bimonthly Total 
Indicator: 

Indicator: 

72% 70% 71% 95% 

Trend: 

NA (2%) 1% 

Non-Governmental 
Indicator: 

Indicator. 

84% 85% 93% 

Trend: 

NA 1% 4% 

Governmental Indicator: 
Indicator: 

34% 34% 27% 100% 

Trend: 

NA 0% (7%) 

Positive Bimonthly Indicator: 
85% 85% 77% 

Indicator: 
80% 

Trend: 

NA 0% (%) 
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1. Introduction 

GOGCWS Objectives and the MTSS Project
The General Organization for Greater Cairo Water Supply (GOGCWS) was established in1968 as an economic organization authorized to water otherprovide potable and water
services to residential. commercial, industrial and governmental consumers in the urban areasof the Govemorates of Cairo. Giza and Qaliubia. Over the past twenty five years theGOGC\VS has the quality andimproved of services extended the water treatment and
transmission network to accommodate urban growth and development. The characteristics of
physical system for water service in Greater Cairo reflects the technical accomplishments of 
fie organization: 

Treatment Plants 15 
Pipelines 3500 km 
Water Produced 1,250.000,000 cu.m/yr. 
Population Served 9,300,000 

This concentration on service delivery and system expansion could only be accomplished
through massive financial subsidies from the central government. Subsidies for both operating
and maintaining urban water systems and constructing new facilities was the national policy
and GOGCWS performed its role very wel; in that policy context. 

A new national policy is now being implemented in which subsidies will be replaced bymarket principles and economic considerations. Economic organizations such as GOGCWS
will be encouraged by the central government to operate in a business-like manner so that

recurring expenditures are 
covered by water tariff revenues and future capital expansion is
determined on economic principles. This condition is termed "financial viability". 

To achieve and sustain financial viability and operate on a commercial basis, the Board of
Directors and top management of GOGCWS will need the authority to act independently withrespect to plans. budgets, personnel actions, financial affairs, equipment purchases and a host
of other matters. This condition is termed "managerial autonomy". 

To help it achieve these two interrelated conditions of financial viability and managerialautonomy, GOGCWS requested assistance from the United States Agency for International
Development (USAID) which provided funds for an institutional support project entitled,
"Management, Training & Systems Strengthening" (MTSS). The MTSS project is a vehicleto help GOGCWS operate as a managerially autonomous and financially viable organization,
first in actual practice under its existing legal mandate and then under a new legal/institutional 
arrangement, if required. 

The MTSS project will be implemented over a 45 month period (1 July 1993 - 31 March 
1997) under a phased approach, as follows: 

Phase 1: Planning and Policy Formulation 
Phase 2: Performance Improvement and Policy Reform 
Phase 3: Institutionalization of Reforms 



Phase 4: Sustainability and Planning 

The MTSS project is organized into five programs which are closely related to the internal 
organization of GOGCWS (in order to achieve the partnership relationship required for 
successful implementation) and which are each geared to enable GOGCWS to achieve both 
the financial viability and managerial autonomy objectives. The five programs are: 

* Financial Viability 
* Management Developmen 
* Technical Support for Operations & Maintenance 
* Materials Management'& Procurement 
* Project Management & Administration 

One of the basic tenets of the MTSS project is that the foundation for financial viability and 
managerial autonomy must be constructed by the GOGCWS management. The contractors 
advise, train and assist; GOGCWS managers develop, adopt and implement. 

This report, Assessment ofFinancialCondition - 1990-1991 through 1992-1993, a) describes 
the process and results of a management survey conducted by the GOGCWS with the advice 
and support of the Management Development program and b) recommends an action plan to 
capitalize on survey findings. 

Financial Viability Overview 
The objective of the Financial Viability Program is to enable and assist the General 
Organization of Greater Cairo Water Supply (GOGCWS) to endorse and implement an 
objectively measurable approach to achieve financial viability. Objectively measuring 
movement towards financial viability is a two step process. First, an audit of historical data 
illustrating the current financial condition of GOGCWS is needed. Then, performance
indicators, based on information from the audit, can be identified, quantified and compared
at regular intervals to measure financial movement. Performance indicators which illustrate 
the move towards financial viability will address such issues as: 

* Billing for a percentage of water produced 
* Collecting a defined percentage of bills issued 
* Generating adequate revenues to cover annual operating costs 
* Developing a reserve fund 
* Contributing to a repair and replacement fund 

The financial audit will determine if data is available to calculate the proposed indicators. If 
the audit determines such data is available, that data will provide the bench mark for the 
performance indicator. In addition, reviews of the historical trend of the willindicaters 
provide guidelines for proposed levels of improvement. In the following financial audit, the 
financial condition of GOGCWS was studied for the fiscal years 1990-1991, 1991-1992 and 
1992-1993. 

The financial audit reviewed managerial and financial aspects of the GOGCWS. The audit is
separated into two major sections, (1) organization and management and (2) financial. The 
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organization and management section reviews the financial structure of GOGCWS and the 
operational practices, policies and planning processes which affect financial viability. The 
financial section of the audit reviews the budgets and final accounts for revenues and 
expenditures. Operating data such as number of accounts and billed usage, as they relate to 
financial concerns, were also reviewed. 

Source of Data 
The following published documents combined with written documents from and interviews 
with the Financial Viability Program counterparts provided the basis for the analysis included 
in this report. 

* 30 June 1991, 30 June 1992, and 30 June 1993 Final Accounts 
* 1990-91, 1991-92, and 1992-93 Budgets 
* IMaster Plan (1990-2010) 
* Five-Year Plan (1992/93 through 1996/97) 

Data used in our analysis was provided by the GOGCWS. Because the information and 
analyses of the financial audit will be used as the building blocks for the policy formulation 
and performance planning and modeling segments of the Financial Viability Program, accurate 
data is critical in order to reliably define the current financial condition of GOGCWS. 
Multiple sources for the same basic data and manual transferring of data, combined with 
logical and mathematical checks, raised questions as to the accuracy of some of the data. 
Independent verification procedures addressing the accuracy of the financial data were not 
performed by the project team. Because independent verification procedures were not 
performed by the project team, the data provided by this report cannot be relied upon as an 
exclusive basis for determining the financial condition of GOGCWS. 

Statutory Foundation 
A key component to achieving financial viability is the development of managerial autonomy. 
GOGCWS, operating as an economic organization, is impacted by many national 
governmental agencies, laws and decrees which limit the utility's ability to make independent
decisions which will lead to financial viability. National governmental agencies which impact
financial aspects of the GOGCWS include but are not limited to the following: 

* Ministry of Housing &. Utilities 
* Ministry of Finance 
* Ministry of Planning 
* Ministry of International Cooperation 
* Central Agency for Organization and Administration 
* Central Organization of Accounting 

A general description of the conditions identified in the decrees, laws, and rules governing
the financial aspects of GOGCWS are identified and summarized below. 

GOGCWS Decree 
Presidential Decree 1638 established the General Organization For Greater Cairo Water 
System (GOGCWS) in 1968. The decree changed the water utility from a company to an 
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economic organization. A an economic organization, the GOGCWS was charged with the 
management and utilization of the potable water utilities in the Cairo, Qaliubia and Giza 
Govemorates. Because the Decree directs GOGCWS to serve three independent Governorates 
and areas which are annexed, connected or complementary to them, GOGCWS is unable to 
autonomously limit its service area. Inability to limit a service area significantly impacts an 
organization's ability to effectively plan for capital and operational changes. 

Although Section 3 of Article 4 of the Decree allows the Board of Directors for GOGCWS 
to establish by-laws and regulatory resolutions pertaining to financial and administrative 
affairs without being restricted to governmental rules, Section 7 of Article 4 limits the Board 
of Directors to proposing, not implementing tariffs for the sale of water. 

Tariffs 
The approval procedures for adjusting water tariffs is governed by Local Governmental 
System Law No. 43/1979. According to the second division of article 12 of the law, the Local 
Popular Council for the Governorate shall be responsible for imposing the duties having the 
local character, i.e. the water tariffs, after approval of the Cabinet. Changes in the water tariffs 
can include amending the tariffs, shortening the period they are valid, providing exemption
from, or cancelling them. An agreement between the Governors of Cairo, Qaliubia and Giza 
delegates the authority for utility operation for the greater Cairo area to the Governor of 
Cairo. 

Budgeting 
National Budget Law No. 53/1973 and its amendments, Law No.11/1979 and Article 13 of 
Law No. 104/1980 authorizes the Minister of Finance to issue an annual decree outlining the 
principles to be followed by economic organizations when preparing their budgets. Law No. 
53/1973 also gives the Ministry of Finance the authority to adjust the budgets of the economic 
organizations prior to submission to the Peoples Assembly for approval. 

Accounting Procedures 
GOGCWS is required to conform to accounting guidelines specified in the Unified 
Accounting System which was established by Presidential Decree No. 4723/1968. The system
provides the guidelines for analysis, planning, monitoring, and control of revenues, 
expenditures, and assets. The current uniform chart of accounts was established for general
governmental accounting and not effective to for ais the most way track costs utility
practicing best commercial accounting. Use of the system does provides a link between the 
economic organization and the national accounts, which facilitates the collection and 
classification of expenses on a national level. 

Capital Financing 
Article 9 of the National Budget Law'No. 53/1973 and its amendments identifies sources of 
funds available for financing major capital improvements. Included in sources are foreign and 
local loans. The law does not appear to restrict or limit the source of revenues for repayment
of loans to water utility operation revenues. 
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Review of Existing Reports
The institutional needs of (-,OGCWS were address in two prior studies, one conducted in the
late 1970's and the other in the mid 1980's. In addition, a financial study has recently been
completed for the sewer utility, General Organization for Sanitary Drainage (GOSD.) The
results and recommendations of those studies have been reviewed and information which
would be relevant to the MTSS study has been identified and summarized below. An in-depth
analysis on the status of the recommendations of the reports has been prepared in a separate
memorandum. Reports which have been reviewed include: 

Management and Tariff Studies Relative to Water/Sewerage Systems 
BVI-ATK Associates with Sabbour Associates 
October 1979 

Assistance in Upgrading Services 
James M. Montgomery
 
March 1986
 

Wastewater Rate Study and Five Year FinancialPlan - GOSD 
Ernst & Young, CH2M Hill International/OMI 
Draft - Dated September 30, 1993 

Management and Tariff Studies Relative to Water/Sewerage Systems

The Management and Tariff report addressed eight general topics. 
 Although all topics areinterrelated, the physical assets, inventory and valuation; procedures and methods; and tariffs 
sections of the study most closely relate to the financial viability analysis. 

Meter reading and billing procedures were discussed in the Proceduresand Methods report.
Many interim period recommendations identified in the report have been implemented.
However recommendations on some critical issues, specifically those addressing uncollectible
 
accounts have not been addressed. 
 One subject that was emphasized in the Proceduresand
Methods report was the installation and reading of meters. Although many meters have becn 
installed, a corresponding maintenance program has not been implemented. The use of meters
for non-commercial customers should be reviewed for applicability and cost effectiveness in 
today's market. 

The PhysicalAssets and Inventory and Valuation reports address the value of the assets as
well as programs needed to improve record keeping and management of the assets. Acomprehensive inventory of the water utility assets was performed in 1979. Since that time,
asset records have been recorded in general accounting categories of buildings, networks, and
equipment as opposed to the functional categories of source of supply, treatment, network,
and administration, as identified in the report. Under current operating procedures, assets
capitalized at original cost, may be adjusted during their life reflecting the changing value of
the Egyptian pound. The need for standardizing asset valuation and recording procedures,
including the recording of assets using a functional basis, is dependent upon long-range goals
of the utility. If the utility's long range plans include commercial practices such as utilizing
assets as a security for issuing debt, recording and valuation prc-:edures may need modifying. 
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The report on Tariffs addressed both cost issues and management issues. Tariff structures andadjustments recommended in the 1979 report were not implemented. The 1979recommendations would have resulted in financial viability by 
reports' 

1984. Changes in economicconditions and high inflation combined with non-action by authorized governmental agencieshas produced a financial condition in 1994 worse than that experienced in 1979. A criticalmanagement issue raised in the 1979 report is the contractual requirement to calculate tariffsusing "Ie utility rate base. Based on interviews with GOGCWS staff, the contractualrequirements are associated with the acceptance of foreign grants and loans. According to thereports. operating expense, depreciation expense, other legal requirements, and a return oninvestment must contractuailv be covered by the tariffs. Existing tariffs do not meet the utilityrate base requirements. Applicability and enforceability of the contractual requirements shouldbe reviewed by GOGCWS legal department. Contractual requirements may provide a base forlimited autonomy in tariff setting. 

Assistance in Upgrading Services
The report on upgrading services covered multiple aspects of utility management. Financialviability review efforts were concentrated on two reports, the FinancialSystems AutomationPlan and the Project Summary Final Report. Recommendations
budgeting, reporting, billing and collection 

identified in the areas of 
are still applicable. Specific budgeting concernsidentified in 1986, including the Ministry of Finance having the final decision on theGOGCWS budget and inability of GOGCWS to modify rates to meet budget requirements,

continue to impact the financial viability of the utility. 

In 1986, many financial reports which had the potential for identifying critical performanceindicators were generated annually. Recommendations for increasing the frequency of thereports have been followed, the results of which are quarterly reports. However due to manualoperations, up to three months are needed to generate most reports, resulting in insufficienttime for management to react to problems and implement corrective actions. 

Billing and collection recommendations concentrated on producing valid data. The need forthe Computer Department to provide reports and system support and an assurance thatconsumption and billable usage data is correct were two areas of concern which are still valid
today. 

Wastewater Rate Study and Five Year Financial Plan - GOSDAlthough the financial plans of the wastewater utility do not directly impact the financialviability of the water utility, actions taken by the wastewater utility may adversely impact thepublic's perception of GOGCWS. Current Government of Egypt political actions areencouraging the managerial and financial autonomy of GOSD. With this autonomy may comethe ability to independently adjust wastewater tariffs. Charges for both water and wastewaterservice are included on the utility bill generated by GOGCWS. For GOSD to approachfinancial viability, the wastewater rate study recomr-nds significant increases in wastewatertariffs for the next five years. With the utility bi!l Lorming from the GOGCWS, the public mayattribute the increased bills entirely to the water utility, thus limiting the magnitude of watertariff adjustments. Adjustments in utility tariffs will require coordination between the water 
and wastewater utilities. 
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Wastewater charges are based on billable water usage. Consistency between customer and 
water usage data, water production data, and treated wastewater flows is a concern of the 
water utility. Communication between water and wastewater plant operations is encouraged 

Coordination With Counterparts 
The key to a successful and sustainable MTSS project is "buy-in" of the findings and 
recommendations from the management and workers at GOGCWS. The teaming of MTSS 
project staff with corresponding counterparts from GOGCWS provided the "buy-in" for the 
MTSS project. GOGCWS financial basic data, which was the basis for the Assessment of 
FinancialCondition Report, was provided by the Financial Viability counterparts. In addition 
to ongoing one-on-one meetings, formal counterpart meetings provided critical input and 
analysis for the financial analysis. The following counterparts provided assistance in the 
development of the financial analysis and recommendations in this report. 

Financial Viability Counterparts 
Name Department
 

Mr. Mahmoud Abdel Aziz Ahmed General Department for Revenues
 

Mr. Farouk Mahmoud Allam Customers Accounts
 

Mr. Abdel Aziz Abul Fadl Govt.& Auth. Accounts
 

Mr. Mohamed Ahmed El Khozami Meters Department
 

Mr. Ezz El Din Farghali Meters Department
 

Mr. Fathi El Tohami Receivables & Expenditures
 

Mr. Hafez Abul Fettouh Hemdan Debits & Credits Department 

Mr. Osama Abdel Razek Soltan Debits & Credits Department 

Mr. Safwat Ismail Ahmed General Accounts Department 

Mr. Ismail Hussien Ali General Accounts Department 

Mr. Mohamed Yehia El Feki Expenditure Audit Department 

Mr. Hosni Abdel Al Haridi Revenue Audit Department 

Mrs. Dorreya Hassan Abdel Ghaffar Budget Department 

Mr. Moawad Abul Ela Budget Department 

Mrs. Salwa Ahmed Amin Financial Statistics and Cost Department 

Mr. Mohamed Ali Nabet Gen. Dept for Expenditures 

Mrs. Nagwa Youssef Antoun Government & Inspections Account 
Department 

Mr. Hamdi Refaei General Account Department 

Mr. Abdel Samad Mahmoud Hussein Customer Dep3rtment 
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2. Organizational and Management Structure 

In 1968 Presidential Decree 1632 established the GOGCWS as an economic organization to 
serve the Cairo, Qaliubia and Giza Goyernorates. The Decree affiliated the organization with 
the Ministry of Housing and Utilities. A Board of Directors, the members of which are listed 
in Table 2.1. is the supreme power in charge of GOGCWS affairs. 

Table 2.1 

Board of Directors 

-The Chairman 

-Two Vice Chairmen 

-Six Central Department Under Secretaries 

-The State Advisor for the Ministry of Housing and Utilities 

-The Director of Housing and Utilities at Cairo Governorate 

-The Director of Housing and Utilities at Qaliubia Governorate 

-The Director of Housing and Utilities at Giza Governorate 

-Three Former Chairmen 

-Ministry of Planning Under Secretary of State 

-Deputy Chairman of NOPWASD 

-A representative for the Ministry of Health 

-Two GOGCWS technical directors 

*Two potable water experts 

In 1979, Local Government System Law No. 43/1979 directed local government units to take 
charge of establishing and managing all public utilities falling in their circle. Local 
government units impacting GOGCWS are the Govemorates of Cairo, Qaliubia, and Giza. 
Each local government unit is represented by its Governor and has a local popular council. 
Therefore, the Governors of Cairo, Qaliubia, and Giza are an integral part of the GOGCWS 
organization. Although an agreement between the Governors delegated the authority for utility 
operation for the greater Cairo area to the Governor of Cairo, the Governors of Qaliubia and 
Giza have the authority to require that water service be provided to areas annexed or 
connected to their respective governorates. 

GOGCWS Organization 
The GOGCWS is managed by the Presidential-appointed position of the Chairman. Two Vice 
Chairmen, one technical and one financial and administrative, assist the Chairman. The day 
to day financial activities of the GOGCWS are conducted through the Financial Affairs 
Central Department, the head of which is an Under Secretary of State who reports directly 
to the Financial and Administrative Affairs Vice Chairman. Three General Departments, one 
for revenues, one for expenses, and one for auditing handle the detailed operations of their 
respective areas. The General Directors of these General Departments report directly to the 
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Financial Affairs Central Department Under Secretary. In addition, two Departments,
Budgeting and Computers, provide specialized services for the GOGCWS through the
Financial Affairs Central Department. The Administrative Affairs Central Department provides
assistance with budget implementation. Capital planning is provided by the Projects Central 
Department, which reports to the Technical Affairs Vice Chairman. The installation and repair
of meters is the responsibility of the Networks Central Department, also reporting to the 
Technical Affairs Vice Chairman. The following chart illustrates the managerial organization
associated with the financial operations of the GOGCWS. 

Figure 2.1 
GOGCWS Financial Management Structure 

T aChaI s. In

IL4 

Vcs Chairmnan Fm m ~ r"l•ArN~z 
VJ¢sChue~ 

Projects Afftint FawrctaI Adm1railiv Altrs 
Cainl Oepart/mt Cenirrl Oep rmlI Cental Oentltl Cennli Dopeatnu4 

E rtuGnu Reen. Gaa AniGn 

Financial Affairs Central DepartmentExpenditure General Department 
The purpose of the Expenditure General Departmentadminister fixed assets is to supervise expenditures andrecords. Four Departments report to the General Director of 
Expenditures. 

The Supply Accounts Department supervises expenditures associated with 
Chapter 2 of the GOGCWS annual budget and stock control. Expenditures are 
budgeted using the chart of accounts dictated by the Central Organization of 
Accounting (COA.)
The Financial Statistics and CostDepartinent reallocates expenses into the cost 
centers of plants, production and distribution, and finance and administration. 
The reallocation of expenses establishes a utility based system of accounts for 
monitoring costs. The Financial Statistics and Cost Department also adminis
ters the fixed assets, including the recording of capitalized expenditures on a 
quarterly basis and the calculation of annual depreciation requirements. Assets 
are recorded and depreciation calculated using the accounts and guidelines 
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dictated by the COA. Annual depreciation expense is included as a line item
 
in the annual budget.
 
The General Accounts Department generates quarterly reports, final accounts,
 
and the balance sheet. It also issues checks for payments of expenditures.

The Debits and Credits Department administers payment of foreign and local
 
loans.
 

Revenues General Department
The Revenues General Department administers activities associated with the generation of 
revenues and the uses of financial resources. Its activities include bi-monthlv rneter reading.
hill distribution, and revenue collection as well as ongoing cash management. It is also 
responsible for follow-up on uncollected bills and identification of potential shut-offs 
associated wvith nonpayment of bills. Four Departments report to the General Director of 
Revenues.
 

The Customers Accounts Department manages existing services, reviewing 
bills prior to distribution and addressing customer inquiries.

* 	 The Meters Department is responsible for bi-monthly meter reading.
• 	 The Collection and Cashier Department distributes bills and collects revenues 

from non-governmental accounts. 
The Government and Institution Accounts Department administers governmen
tal account billing and collections. 

Audit General Department
Providing auditing services for both revenues and expenditures is the Audit General 
Department. A comparison of revenues collected with bills issued, which provides the audited
cash receipts also referred to as bills collected, is the major revenue function of the Audit 
General Department. Supply orders, special contracts, as well as monthly operational expenses 
are also audited by the Audit General Department. 

Budget and Computer Departments 
Providing specialized financial services to the GOGCWS are two departments, Budget and 
Computer. The Budget Department collects and summarizes budgeting information from the
various departments responding to the Chairman's Budget Decree. The Department also 
monitors the implementation of the budget after it has been approved and identifies savings 
or overdraws for individual line items. 

The Computer Department produces computerized payroll and billing information based on 
manual entry data supplied by other departments. Water bills are produced bi-monthly based 
on meter read data provided by the Meters Department. Bill collection data, provided by the 
Revenues General Department, is returned to the Computer Department and once a year 	a 
revenue collections report is generated. Payroll information is supplied to the Personnl 
Affairs General Department prior to the distribution of the monthly payroll. 

Administrative Affairs Central Department
The Personnel Affairs General Department and the other administrative departments of the
Administrative Affairs Central Department provide budget implementation services associated 
with personnel issues such as wages, incentives, sick leave and related incidences. 
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E.penditures associated with such personnel issues are reviewed and approved by the central
 
department prior to payment.
 

Projects Central Department
 
The Projects Central Department's responsibilities relating to financial activities include the
 
identification of major capital improvements, project implementation and supervision, and
 
authorization of contractual payments and certificates. Working with an approved master plan,
 
the Department develops a five-year capital improvement plan. Each year the five-year plan
 
is reviewed and the current fiscal year's authorized capital improvements are identified in
 
detail and submitted to the Ministry of Planning for processing.
 

Networks Central Department
 
The Networks Central Department provides new subscription services through it Customers
 
Depanment and meter installation and repair services through its Meters and Leakage
Department.
 

Other Agencies
 
The financial operations of GOGCWS are impacted by many national governmental agencies.

A brief explanation of the relationship between GOGCWS and the other agencies follows.
 

Governorates of Cairo, Qaliubia, and Giza
 
As mentioned earlier, local government units and their respective Governors and popular
 
councils are responsible for establishing and managing all public utilities falling in their
 
circle. The Governors are responsible for GOGCWS compliance with provisions of the law
 
concerning economic organizations. The Governors have the right to attend and may convene
 
the GOGCWS Board of Directors meetings. The Governors also have the authority to ratify
 
or contest actions taken by the Board of Directors.
 

Ministry of Housing and Public Utilities
 
The Ministry of Housing and Public Utilities provides technical coordination and advisory
 
services for GOGCWS. The Ministry also coordinates sectoral capital improvement project
 
planning and implementation. The Ministry convenes the High Committee of Utilities
 
concerning sectoral utility related issues on a monthly basis.
 

Ministry of Finance 
The operational budgeting, capital planning, and revenue collection for the water utility 
involves the participation of both the GOGCWS and the Ministry of Finance. The Ministry 
of Finance, responsible for 54 economic organizations, one being the GOGCWS, supervises
the financial activities of thc utility. Three divisions within the Ministry of Fh ice, a Budi 
Divisio , a Performance of Budget Division, and a Final Accounts Division ,versee their 
respective areas within the utility. 

TheB reviews the proposed annual operating budget and, upon 
approval of the budget, assists in the allocation of it to individual utility 
departments. 
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The Performance of Budget Division works on a daily basis with GOGCWS, 
approving expenditures and providing a second signature on cash related 
expense items. 
The Final Accounts Division participates in the preparation of the year end 
balance sheet. 

Ministry of Planning
All GOGCWS capital planning is coordinated with the Ministry of Finance and the Ministry
of Planning. The Ministry of Planning (MOP) approves capital plans, including any
modifications not identified in the approved master plan. The Ministry of Planning works withthe Ministry of Finance and National Investment Bank to identify and commit funds for 
capital projects. 

Ministry of International Cooperation

Foreign funds, both loans and grants, are 
coordinated through the Ministry of International
Cooperation (MIC) and MOP. Identification of projects and approval of the use of funds must
be provided by the MIC. Repayment of foreign loans requires coordination between the MIC,
GOGCWS, MOF, MOP, and the Central Bank. 

National Investment Bank 
The National Investment Bank (NIB) provides local funds for financing capital improvements
and meeting a portion of the deficiencies in annual operating revenues. Loan conditions are
negotiated between GOGCWS and the NIB. Implementation of major capital projects is 
coordinated between GOGCWS and the NIB. 

Central Agency For Organization and Administration 
Rules and regulations impacting government employees are enforced by the Central Agency
for Organization and Administration (CAOA). The rules and regulations address such matters 
as hiring and firing, promotions, salary levels, and related matters. 

Central Organization for Accounting
Like the Ministry of Finance, the Central Organization for Accounting (COA) also provides
administrative services to the GOGCWS. By law, the COA is required to audit the budget,
expenditures, and performance of all economic organizations. Included auditin the are
reviews of compliance with decrees of employment addressing the issues of salaries, wages,
promotions, bonuses and other related matters. COA also audits the of therevenues 
organization. Representatives of the COA are located within the GOGCWS offices. 

Management Structure/Financial Planning & Decision Making
The span of control in the financial and administrative branch of the GOGCWS is appropriate
for the Financial Affairs Central Department. Allocation of duties between the functional areas
of revenues and expenses, with auditing providing validation, is a sound organizational
structure. However, the flow of information within the Financial Affairs Central Department
is vertical. The decision making process and distribution of information operate independently
within the functional areas of revenues and expenditures. Minimal information is exchanged
between functions. Analysis of critical financial data is only performed at the higher levels 
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of management. Although an Audit Departmet, a key position for any financial operation,
exists in the organizational structure, the General Director position is currently unfunded. 

The budgeting process involves personnel from all levels of operations, which theoretically
results in sound financial projections. However, final review and approval of the budget, priorto submission to the Peoples Assembly, is performed by the Ministry of Finance, which has
the authority to overrule financial recommendations of the GOGCWS. 

Financing of major capital expenditures impacts the revenue requirements of a utility. Capitalplanning at GOGCWS, which identifies major capital expenditures, is performed in thetechnical branch of the organization w,ith minimal input from the Financial Affairs Central
Depatmet, the department responsible for the management of cash flow. Once capital
projects have been authorized, financing is decided independent of GOGCWS, even though
they are responsible for the payback of loans associated with the financing. 

Expenditure budgets, developed by GOGCWS and modified by the Ministry of Finance, areapproved by the Peoples Assembly. Tariffs, which should theoretically support expenditures,
are approved by the Popular Council at the Governorate level. Laws, rules or regulations do 
not exist which would require a relationship between the budget approval process and thetariff setting process. A budget, which does not have adequate tariff revenues to support it
is the result of these independent processes. 
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3. Financial Planning Process, Policies and Practices 

Water utilities operating under best commercial practices, implement formal, written financial 
policies and procedures. This practice generates compatible long-range planning and financing
for capital improvements as vell as day to day operations. Sound fiscal policies combined
with interaction between all facets of an organization provide the consumer with the best 
possible product for the lowest cost. 

An overview of the GOGCWS's organization Figure 3.1
 
structure and management practices have been 
 Basic Flow Chart Symbols
discussed in Section 2. Review of GOGCWS
 
documents followed by interviews with the /
P uDocument 
Financial Viability Program counterparts pro- output

vided the bases for the following interpretation
 
and explanation of policies and procedures
 
associated with the utility's financial planning,
 
management and reporting. Major processes 4 Merge Decision
 
have been illustrated with flow charts. Figure Extrac
 
3.1 provides a legend for the flow chart sym-

I I
yes

bols. 

Although the Ministry of Finance (MOF) annually publishes written guidelines for budgetingthe upcoming fiscal year expenditures, interviews with counterparts implied that for mid-level 
m.anagers fiscal policies and procedures are based on oral communication and interpretation, 
as well as standard written documents. 

Financial Planning
Financial planning at GOGCWS consists of an annual budgeting process. Around the end ofOctober, the budgeting process for a fiscal year beginning the following 1 July is initiated.
By the middle of January, GOGCWS submits its annual budget to the MOF for review,revisions and approval. The budget includes both revenue and expenditure projections for the
upcoming fiscal year. The reviewed and revised budget is included in the State Budget which 
is submitted for approval to the Peoples Assembly in April. 

Historically, water utility expenditures were budgeted using the "bab" accounting system. The
expenditure budget was divided into four babs: 

(1) wages 
(2) current expenses arid exchanges 
(3) capital expenses 
(4) capita! exchanges 

Budgeted expenditures in each bab were restricted to expenses associated with the respective
bab. Due to the inflexibility of bab accounting system, the MOF changed to a chapter/group/item accounting system in 1993-94. The chapter accounting system allows for the
transfer of budgeted expenditures between the various groups within the specific chapter.
Classification of chapter expenditures parallels the bab system. 
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Budgeting of revenues is a by-product of the expenditure budgeting process. Once preliminary
expenditures have been quantified, the Revenue Department is informed and requested to
submit revenue projections which correspond to the increases in expenditures. For example,if chemicals and electricity expenditures per unit of production are anticipated to increase 
more than anticipated inflation, a corresponding increase in water production sold is projected.The projected increase in production sold translates to a projected increase in production
billed. The gap between estimated revenues and budgeted expenditures, historically identified 
as a deficit of current activities, was funded through subsidies and/or local loans. 

In general, Chapter 1 and 2 expenditures are associated with annual operating expenses andChapters 3 and 4 expenditures deal with capital expenses. An exception is the funding of thedeficit of current activities, which is funded through Chapter 4. An explanation of the processassociated with developing the budget is addressed in the following sections. Figures 3.2 and
3.4 flow chart the operations and capital budgeting process, respectively. 

Figure 3.2 

Budgeting Process 
GOGC' So. C.! tM 

Chapter 2 Ch.I,3 ChAV,4 

Oeain u etstae Bud" 

Chapter 1 -Soa 

CACA N.. of E-ung fIm 

Operations Budget
Development of budgeted expenditures in Chapter I - Wages, Substitutions and Cash Advantages involves the Ministry of Manpower, the Central Agency for Organization and Administration (CAOA), and the Ministry of Finance. Chapter 2 - Current Expenses and Exchanges
budgeted expenditures are developed by individual operating departments, the Budget 
Department and the Ministry of Finance. 

Chapter 1 - Wages, Substitutions andCash Advantages
Step I The Ministry of Manpower identifies new positions and manpower requirements for

the water utility. The GOGCWS Administrative Affairs Central Departmrt identifies
promotions, new positions, and other changes impacting the budgeting of Chapter 1.The new manpower requirements are presented to CAOA for review and approval.
Concurrent with this process is a review of existing wages. Increases in existing wages 
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Decree no. 25 x.1992
To all divisions & departments
 

To be able to prepare and submit to the ministry of finance and the Central Agency for
Organization and Administration the budgeting project of the GOGCWS for the fiscal year 1993/1994 on time, all divisions and departments should present to the budgeting 
planning department with the following: 
I- Detailed information on the number ofjobs required for 1993/1994 related to
chapter one in addition to the classes, job group, and the reasons why this job is
required in detail so that the Central Agency 
 for Organization and Administration can 
approve it. 

II- The necessary data concerning the estimation ofthe revenue & expenditure items
(Chapter 2 - Current revenues, Chapter III - investment expenditures, Chapter 4 -exchange expenses ) according to every department's job prescriptions. This is based 
upon the actual revenues and expenses of the previous year and upon the names and
items of budgeting of fiscal year 1992/93. Increases, decreases or modifications and

the operating circumstances 
are to be taken into consideration, and a detailed report

justifying the sums required to be added in the budget of 1993/94 must be prepared.

The ministry of finance should get a report of this data and justifications, which are

important and necessary for it to be able to approve the required sums and include
 
them in the 1993/94 budget. The censoring department ofthe stock control should

estimate the value of the assignments required to be added to the stocks to maintain
 
the minimum level for continuation of operation.
 
The dead line for presentation of this data is October 30 th, 1992.
 
Remark: 
The petitions presented beyond this date will not be taken into consideration. 
Also, the precision of the reports should be highly considered. 

Chairman 

Engineer Saad Eldeen Eldeeb
Date: 12/10/1992 

Figure 3.3
 
Chairman's Budgeting Decree
 



are impacted by two elements. An annual pay increase is stated in the employee lawand an adjustment for inflation which is controlled by the central government. 

Step 2 Budgets for approved new positions are combined with budgets for existing position
and submitted to the MOF as the total manpower requirements. 

Step 3 A budget review session with the MOF is scheduled and comments on the revised
budgets are presented by the G.OGCWS Chairman and/or appropriate representatives. 

Step 4 The total manpower requirement are incorporated into the GOGCWS budget andsubmitted to MOF for inclusion in the State Budget, which is submitted to the Peoples
Assembly for approval. 

Step 5 The budget is returned, through the MOF, to the BudgetDeparmn. An internalcommittee, consisting of Central Department personnel, MOF personnel, and theBudget Director allocate the total approved budget to the individual departments
taking into account original budget requests. 

Chapter 2 - CurrentExpenses and Exchanges
Step 1 A budgeting decree, signed by the Chairman, is distributed to individual departmentsrequesting an estimation of expenditures for the upcoming fiscal year. Costs that arequantified include, but are not limited to, chemicals and electricity. A copy of anEnglish translation of the 1993-1994 budgeting decree is shown in Figure 3.3. 

Step 2 The departmental requests are compiled and reviewed by the BudgetDeparte,
resulting in a proposed budget for Chapter 2 expenditures. 

Step 3 A budget review session wi'h"the MOF is scheduled and comments on the revisedbudgets are presented by the GOGCWS Chairman and/or appropriate representatives.
The MOF reviews, revises and modifies the budget as needed, depending on variousfactors, including miscellaneous revenues and central government regulations. 

Step 4 The revised budget is incorporated into the GOGCWS budget and submitted to MOF
for inclusion in the State Budget, which is submitted to the Peoples Assembly for
 
approval.
 

Step 5 The budget is returned, through the MOF, to the Budget Department. An internalcommittee, consisting of Central Department personnel, MOF personnel, and theBudget Director allocate the total approved budget to the individual departments
taking into account original budget requests. 

Capital Budget
Capital planning and associated budgeting involves the technical branch of GOGCWS,Ministry of Planning (MOP), the Ministry 

the 
of Finance (MOF), Ministry of InternationalCooperation (MIC), and the National Investment Bank (NIB). Identification of the capitalneeds and specific projects is provided by the Projects CentralDepartment. Capital financingof the projects is provided through the coordination of the MOF, MIC, MOP, and the NIB.Proposed project costs and associated financing are incorporated into Chapter 3 of the budget, 
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for approval of the Peoples Assembly. Figures 3.4 flow charts the Capital Expenditures 
budgeting process. 

Figure 3.4 

Capital Budget 
r--- --.si i. 

*d PN*d 7Z_1~. 

Chapter 3 - CapitalExpenditures 
Step 1 The Projects Central Department, under the direction of the Technical Affairs Vice 

Chairman, reviews existing master plans and develops a five-year capital improvement 
program. If projects not identified in the five-year plan are needed, an amendment to 
the plan can be requested of the MOP. In order to include any non-five-year plan 
projects in the proposed capital improvement plan, the project must have the approval 
of the MOP. Projects identified in the five-year capital improvement plan are general 
in nature and a specific breakdown of costs associated with design and construction 
for each project are not quantified. 

Step 2 	During the annual budgeting process, the Projects Central Department analyzes the 
capital requirements for the upcoming year and identifies specific capital improvement 
requirements to be included in the proposed annual capital budget. 

Step 3 The Projects Central Department is directed to prepare detailed project data for 
individual projects identified in the annual capital budget. Project data includes project 
location, project allocation in the five-year plan, project phases, project costs for each 
year of the design and construction, and socioeconomic returns. 

Step 4 	The detailed plan is presented to the MOP for identification of funding. The MOP 
works with the NIB, MOF, and if applicable MIC, to develop a financing plan for the 
proposed improvements. 

Step 5 The proposed capital improvements and associated financing plan is submitted by 
MOF as part of the State Budget to the Peoples Assembly for approval. 

Step 6 The approved capital plan is returned through the MOF and MOP to the Prjeit 
Central Department for implementation. 
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Step 7 The Projects Central Department coordinates with the Loans Departmen and 
Accounting Department concerning the availability and applicability of foreign 
financing. 

Chapter4 - CapitalExchanges
Expenditures associated with Chapter 4 include principal payments for outstanding local and 
foreign loans. All outstanding loans have debt repayment schedules. Some foreign loans are 
tied to a set exchange rate while others float with the current market exchange. Each year,
both local and foreign debt repayment requirements are calculated by the Loans Depart
and included in Chapter 4 expenditures. Historically the deficit between revenues and 
expenditures, including uncollected accounts, has been identified and included in Chapter 4 
expenditures. 

Financial Management 
As an economic organization, the Board of Directors for GOGCWS is charged with the 
management of the revenues generated from and expenditures associated with, the production
and distribution of water. An annual balance sheet and final accounts statement is required
of an economic organization. Financial management addresses the policies and practices
associated with the generation of revenues and the payment of expenditures. 

Revenues 
GOGCWS revenues are generated from the sale of water (production billed) and related 
services. Collecting revenues from the sale of water requires the interaction of numerous 
General Departments and Departments within the water utility. A consumer's request for water 
service sets into action both technical and financial aspects of the organization. The technical 
departments provide the connection and where applicable, set the water meter. The financial 
departments read the meter, generate the bills, and collect the revenue. Figures 3.5, 3.7, 3.8 
and 3.9 flow chart the new service request, meter reading, billing procedure and collection 
procedure, respectively. 

New Services 
Step I The customer pres:-nts to 

the--Customer (h:scri
tin Department, lr re-
view, documents required 
to request water service. A 

Figure 3.5 

New Service Request 
representative of the De
partment examines the site 
and estimates costs associ-
ated with the installation 

i 
L.-...,,. 

---- Request
For Service 

custom( 
oepaernt 

Service 
Conitract 

of the service. A down 
payment is required prior 
to entering into a service Network Meter & 
contract. Engineering 

Department. 
-- c=r /--.- oj 0,,I-../coc 

oInstalleds 
omocoun 

Step 2 A service contract is en
tered into and an account 
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is opened which includes data about the building, connection size, the funds paid, and
the payment date. The Customer Department notifies the Network Engineering De
pament to begin installation. 

Step 3 The Network Engineering Dpanmen executes a start-up work order and the
connection is made and a meter installed, if meters are available. The balance of the 
installation costs are paid. The customer account is now established and the .leters 
Department and the Computer Department are informed. 

Step 4 	The ComputDe.arnn establishes an account in the billing data base. A hard copy
of the account information is generated, sent to the Meters Department., and included
in the appropriate meter reader's route book. A copy of the information contained in 
a typical account and printed in a meter read book is shown in Figure 3.6. 

Meter Reading 
Step I 	At the start of each bi

monthly billing period, the Fi ue.. 
Computer Depatment gener- Figure 3.7 
ates meter reading forms Meter Reading
which are distributed to the
 
appropriate collection cen
ters.
 

Collec Readings R=O, CO lrStep 2 	Meter readers spend the next CenteI Reveed ea, .epartment 
four weeks reading meters. I._ Rv
 
Where meters have been in
stalled, the amount of con- [" f w2 
 Revsed
sumption is recorded. Where Remved, 

meters have not been in- i R
 

e BWI suedCP[.._1.._.1 
stalled, 	an average usage of 
eight (8) cubic meters per room is used to estimate billable usage. Meter readings are
manually recorded in meter books. Each account has an individual page which 
includes the following information:
 

" account number
 
" customer's name
 
* customer classification
 
" kind of building
 
" building address
 
* number of apartments, floors, and rooms, 
• kind of meter and connection diameter 

If a meter stops working, the reader records such information in the meter book. An 
average consumption is calculated for the account and used for billing purposes until
the meter is repaired or changed. Average usages are also used when the reader is
unable to read the meter, such as when buildings are closed or nobody is present togive access to the meter. When a reader obtains the actual reading for an account with 
a malfunctioning or unreadable meter, the reading is balanced with the previously 
recorded averages.
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In the event of disputed metered usage, meters will be examined upon a customers 
request. If the meter is in order, the customer pays for the metered usage plus L.E. 5 
for the testing. If the meter is in error, an average usage is applied to the account for 
billing purposes and the meter is scheduled for repair or replacement. Small meters 
are tested by vehicles equipped for testing and large meters are sent to the workshops 
to be tested. 

Step 3 Meter reads are reviewed and records of measurement revised prior to returning the 
meter reading forms to the Computer Department for calculation of billing invoices. 
The water bills are reviewed and revised by the Accounts Department prior to 
distribution. Revised bills are ietumed to the Computer Department for reprinting. 

Billing Procedures 

Figure 3.8 

Billing Procedures 

Step I Water bills, generated at the Computer Department, are distributed through two De
partments: 
a) Government Department: 

The Government Department processes water bills for all governmental agen
cies and public sector units. Water bills are sent by mail or hand delivered to 
individual agencies. Each agency has a line item budget for water service. 
When the budgeted amount is adequate, payment is made by check. If the 
budget is inadequate to cover the entire bill, total payment is not made, and the 
unpaid portion of the bill is recorded as outstanding. If the agency has a 
budget amount in excess of the water bill, they may make payment on 
outstanding balances. 

b) Consumers Accounts Department: 
The Consumers Accoun.sDepartment administers non-governmental accounts. 
Bills are distributed, tu'ough the Collection and Cashier Department, to bill 
collectors, located at 12 major and four satellite collection centers, for delivery 
to and collection of payments from the consumers. Each collector is given a 
ledger and corresponding invoices with the days collection listed. When a 
customer pays, the bill is left with a customer and the payment is recorded on 
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the ledger. When the customer is not present, a bill stub is left at the 
residence to be paid at the collection center window. At the end of the day, the 
collector returns the billing ledger and corresponding payments to the 
collection center. 

Step 2 	Billing ledger information is returned to the Computer Department for input irto the 
billing software. The Computer Department prepares an annual report on am,.unt of 
revenues collected. Revenues that are received from customers at collection center 
windows are recorded daily and forwarded to the treasury. Information on revenues 
collected is also submitted to the Revenues section of the Audit Depatment. 

Collection Procedure 

Figure 3.9 

S Collection Procedures 

centocion i eBt 

pays the water bill, the payment is recorded by the bill collector on the billing ledger. 
At the end of each day, the collector returns the billing ledger and corresponding 
payments to the collection center. This information is forwarded to the £omputer 

Step 2 When the customer is not present, a bill stub is left at the residence to be paid by the 
customer at a collection center window. 

Step 3 If payment is not made by the customer within the first four weeks, additional 
collection attempts are performed during the second four weeks of the bi-monthly 
billing period. 

Step 4 	Bills that are unpaid for six billing periods are identified by the collection center, 
which notifies the Network Department to begin shut-off procedures. 

Expenditures 
After the budget has been approved by the Peoples Assembly, it is returned, through the 
MOF, to the Budget Department. An internal committee, consisting of Central Department 
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personal, MOF personnel, and the Budget Director implement the budget. Expenditures for 
Chapter 1 are handled separate from Chapters 2, 3, and 4. A flow chart illustrating the 
implementation of the budget is shown in Figure 3.10. 

Figure 3.10 

Budget ImplementationChapter 2.3.4 

Chapter 1 
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Budget Implementation 

Chapter I - Wages, Substitutions and Cash AdvantagesStep I The Computer Department generates pay statements, listing wages and salaries, for all 

GOGCWS employees. The pay statements are forwarded to the Personnel AffairsGeneral Department for review, 

Step 2 The Personnel Affairs General Department reviews all pay statements against information supplied by the Administrative Seices General Department concerning employee 

deductions for sick leave, leave without pay and related incidents which may effectthe employee's pay. 

Step 3 The Personnel Affairs General Department forwards the collective (unadjusted) paystatements and the individual (adjusted) pay statements to the Audit Department. The 
Audit Department reviews the employee's salary and insurance number, and the 
amount due for each pay statement. The reviewed statements are forwarded to the 
Budget Department for commitment of funds. 

Step 4 The Budget Departmen fonards the approved payroll to the mets aaint which 
forwards it to the General Director for signature. 

Step 5 Signed payroll is forwarded to the Financial Controller of the Ministry of Finance for 
review. The Financial Controller is responsible for making sure payroll complies with 
State laws and regulations. One of the regulations checked is confirmation of 
commitment and adequacy of funds from the Budget Departmen. 
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Step 6 	The approved payroll is returned to the AuditDepatment for final payment approval. 
If payment is made in cash, the expense is forwarded to the Cashier. If payment is 
made with a check, the expenditure is forwarded to Central Accounts. 

Step 7 The General Accounts Department prepares the checks and forwards them to the 
Financial Controller for the second signature. The checks are returned to the General 
Accounts Department for the first signatures and forwarded to the General Secretaries 
for distribution. 

Chapter 2, 3. and 4 - Current and Capital Expenses and Exchanges 
Expenditures associated with Chapters 2, 3 and 4 consist of material and supplies. sen ices 
and capital related expenditures. 

Step I 	A department wishing to incur such expenses, submits an expenditure request or 
supply form for materials, supplies or related expenditure to the Disbursement and 
Settlement Section of the General Accounts Department. The requests are of one of 
two types, budgeted and not budgeted. 

Step 2 	Budgeted requests are forwarded to the Budget Department for commitment of funds. 
If the request includes inventory related items, the reaue-t is also forwarded to the 
Inventory' Control Department. Expenses not budgeted are forwarded directly to the 
Audit Department. For budgeted costs, if requested expenditures exceed a budgeted 
amount, for example chemicals are more expensive than anticipated, a written request 
is submitted through the Audit Department to the MOF Performance of Budget 
Divisin representative requesting funds for the overruns. The representative submits 
the request to the Chairman for approval. The Chairman advises the MOF of cost 
overruns which may result in a subsidy from the government. The chapter accounting 
system 	allows for an inter-group transfer if costs are less than budgeted. 

Step 3 Expenditure requests are forwarded to the Audit Department for review and the 
General Director for signature. 

Step 4 	Once the General Director has signed for the expenses, the approval process is similar 
to that for Chapter 1 expenses, as described in Steps 5 through 7 above. 
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4. Revenue 

Tariff Structure 
The existing tariff structure, shown in Table 4.1, consists of volume charges per cubic meter 
of billable usage for customer classes I through 6 and flat rates per number of rooms for the 
govemment housing customer class. The magnitude of the volume charge varies per customer 
class and also per groupings within each customer class. The current tariff structure was 
implemented in fiscal year 1991-1992. For comparison purposes, the previous tariffs are also 
shown in Fable 4.1. 

Customer Data 
During 1992-93 water service was billed to approximately 481,000 accounts which were 
categorized within the seven major customer classes. A discussion of growth patterns, usage 
distribution, and senvice areas is presented below. 

Growth Patterns 
Table 4.2 shows the number of accounts and billed usage for each customer class for the last 
three years. Although the number of accounts has increased approximately 17 percent 
(411,950 in fiscal year 1990/91 to 480,708 in fiscal year 1992-1993 ) in the three year period, 
billed usage has decreased by 2.5 percent. Billed usage for fiscal year 1990-1991 was 1,028 
million cubic meters, while billed usage was 1,003 million cubic meters in fiscal year 1992
1993. The usage decrease may be due to a number of factors, including a down turn in the 
economy, the reclassification of a wholesale custoi ier, and a change in the basis for 
estimating nonmetered accounts. However, the entire decrease may not be attributed to factors 
beyond the control of the water utility. Account data, meter reading practices, and procedures 
for estimating usage should be reviewed for all customer accounts. The need to verify billing
data is supported by water production data. While billable volume was decreasing during the 
study period, water production increased 8.6 percent, from 1,202 million cubic meters in 
1990-1991 to 1,306 million cubic meters in 1992-1993. 

Analyses of Classes IA and 4 indicated irregular growth and billable usage trends. From 
1990-1991 through 1992-1993 the number of accounts in Customer Class IA increased 
approximately 18 percent. During this study period, the GOGCWS service area expanded to 
serve areas previously not served by the utility and illegal connections were converted to new 
water accounts. However, total billable usage corresponding to the account numbers increased 
only 16 percent. While the number of household accounts increased, usage per account 
decreased by 1.4%. The difference between account and usage growth can be attributed to the 
processes associated with recording new accounts and estimating household billable usage. 
Review of computer billing data identified a duplication of some new accounts data due to 
the manual processing of new service requests. When an address has more than one account 
number, multiple accounts are recorded but usage for only one account is recorded and billed. 
This process results in account numbers with no billable usage. The analyses of estimated 
billable usage indicated that in general, where meters have been installed, billable usage for 
household accounts has decreased. In addition, household accounts without meters have the 
opportunity to dispute billable usage estimates, an option customers exercised in response to 
the tariff increase implemented in 1991-1992. Another factor impacting Class IA customer 
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Table 4.1 

Existing Tariff antd Charges
 
W'ater Tariff Per Cubic Aleter
 

NO. CUSTOMER CLASS 	 1991-93 1990-91 

1. House Hold 	 P.T. P.T. 
A. 30 Cubic Meter .	 10 7.5 
3. More than 30 Cubic Meter. 	 13 9 

C. Construction 	 28 22 

2. Services Consumption 

A. 	 ReligionHospital,Bakeries, 
Youth Centers Gov't Schools. 8 6.5 

B. Embassies,Sport Clubs,Parties head 	 13 9 

jF. Factories and Commercial Stores 
A. 	Small Factories,Public Rest, Coffee
 

Shops,Gas StationsHotels 12nd & 3rd
 

class), Private Schools, Hospital (medi

cal insurance), Garage. 23 15 
B. Big Factories. 	 31 22 

4. Production and Investment Consumption 
Private hospitals, 1st class hotels, Recreation, 55 32 
Entertainment, Investment companies, 

Free Zones 55 40 

5. Nonpotable Water 	 8 5.5 

6. Potable Water for Non-Household Consumption: 
A- Gov't factories. 15 
B-Gov't Headquarters , Authorities, Local Units. 20 9 

7. Fixed Rate or Amount For Gov't Housing: 

* One Room 	 100 65 
* Two Rooms 	 125 7b 
* Three Rooms 	 150 100 
* More Than Three Rooms 200 130 

The hall is considered to be a room in all cases. 
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CUSTOMER CLASS 

CLASS I
 
HOUSEHOLD 


CONSTRUCTION 

CLASS 2 

RELIGIOUS. HOSPITAL. BAKERIES. 
YOUTH CENTERS 

EMBASSIES. SPORT CLUBS. 
POLITICAL HEADQUARTERS. SYND. 

CLASS 3 

SMALL FACTORIES. RESTAURANTS. 2ND 

& 3RD CLASS HOTELS. PRIVATE 

SCHOOLS. COFFEE 3HOPS. GAS 
STATIONS. GOV'T HOSPITALS 

LARGE FACTORIES 

CLASS 4 

PRIVATE HOSPITALS. 5 STAR HOTELS. 

RECREATION. ENTERTAINMENT. 

1ST CLASS RESTAURANTS. 
INVESTMENT COMPANIES.FREE ZONES 

CLASS 

UNPOTABLE (IRRIGATION) 

CLASS 6 

GOVT FACTORIES. GOVT HEADQTRS.. 

GOV T SCHOOLS 
GENERAL AUTHORITY. LOCAL UNITS 

CLASS 7 
GOVT HOUSING 

WHOLE SALE 

TOTAL 

Tabie 4.2 

GOGCWS Customer Data Fiscal Years 19MO-91 Through 1992-93 

BEST AVAILABLE DOCUMENT 

Number of Accounts Billed UsageM3)
990-91 1991-92 1992-93 1990-91 1991-92 1992-93 

370.640 411,950 435.489 562.961.172 627.000.341 652.202.961 
1.039 0 0 24.696.207 5.401.865 2.337.906 

2.981 3,189 3.296 7.299.527 7.899.064 8.259.882 

442 466 454 4.297.679 5.504,095 5.358.493 

25.475 26.980 28,430 49.600.714 51.061.778 53.316.414 
0 312 285 0 18.388.796 19.444.428 

468 525 562 10.283.524 11.122.441 10.379.893 

541 501 491 2.125.513 2.181.625 2.185.992 

9.041 9.665 10.008 245.320.088 279.915,732 249.265.853 

1,317 1.693 1.693 175.588 223.592 237.571 
6 0 0 121.050.190 67.142.330 0 

411,950 455,281 4.,0,708 1.027.810.202 1,075.841,659 1.002,989,39
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data is the fiscal year 1990-1991 and 1991-1992 reclassification of customers within the 
wholesale class to household customers. 

Billable usage for Class IB construction customers decreased substantially between the 
beginning and ending of the study period. This was the result of a policy change in the basis 
for charging for construction water from accounts to square meters. 

The decrease in water consumption per account for Customer Class 4 may be associated with 
decrease in tourism. Tourism has been important to the economy of the Cairo for many years
and recent political activities have nurtured safety concerns of tourist, resulting in a decrease 
in economic activity at large hotels, resorts and related entertainment industry. all Class 4 
customers. Although 92 accounts were added to Customer Class 4 between 1990-1991 and 
1992-1993. usage per account has decreased by 16 percent, from 22 cubic meters per account 
in 1990-1991 to 18.5 cubic meters per account in 1992-1993. 

Each customer class usage and account data has experienced some irregular trends. Although 
some irregularities are explainable, the unexplainable require a detailed review of customer 
information data base and billing policies and procedures. 

Usage Distribution 
Approximately 95 percent of the billed usage is attributed to three customer classes. Class 1 -
Household, is the largest customer class in both number of accounts and usage. Household 
customers make up approximately 90 percent of customer accounts, and are bilied 65 percent 
of the billed usage. The other large users are Class 6 (government related accounts) which 
is billed approximately 25 percent of the usage and Class 3 (small commercials) which is 
billed approximately five percent of the usage. 

Review of distribution of billable usage raises questions about the classification of customers. 
With 95 percent of the billable usage- accounted for in three customer classes, the need for 
an additional four customer classes to monitor and charge for 5 perc.-nt of billable usage 
should be reviewed. 

The makeup of customers within the government class should also be studied. Because many
industries and factories are operated by the government, they are Class 6 customers. 
Consideration should be given to subdividing the goverunent class into categories with 
similar usage requirements. For example, water usage requirements for schools and offices 
differ greatly from requirements of factories and industries. 

Service Area 
For billing and collection purposes, the GOGCWS service area consists of 12 major customer 
centers and four satellite centers. The collection centers are identified on the water service 
area map shown in Figure 4.1. As of January 1994, the Computer Department had the 
computer memory capacity to retain six months of billing data for all customer classes except 
Class 6 - Government Accounts. Class 6 customers are processed manually in the Government 
and Institution Accounts Department. As part of this study, request was madea to the 
Computer Department which generated billing information by collection center for the first 
six months of the 1993-94 fiscal year. Fifteen billing centers operate within the GOGCWS 
service area. Customer data from the .15th May collection center is currently complied with 
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the Helwan collection center data. The distribution of customers, billed usages, and monthly 
usage per account among the collection centers is summarized in Tables 4.3, 4.4 and 4.5 
respectively. As mentioned above, statistics and comparisons discussed below do not contain 
Class 6 - Government Accounts. 

The largest customer class within each collection center is the household accounts. On 
average 93 percent of a collection center's accounts are household customers. Only one 
collection center. Cairo comprised of approximately 75 percent households, has less than 88 
percent of accounts classified as household. Three collection centers, Helwan, Ain Shams, and 
-aramn have over 97 percent of their accounts in the household class. Usage per household 

account averages 123 cubic meters per month. Usage per household account is greatest in the 
collection centers of Heliopolis and Nasr City (averaging 324 cubic meters) and smallest in 
the collection centers of Helwan and Salam City (averaging 66 cubic meters.) The usage per 
account statistic is the product of many factors. Information on the number of flats per 
account and the number of rooms per flat is needed prior to drawing conclusions on the water 
usage patterns of household customers. In addition factors such as a commercial establishment 
in a building classified as Household or a functioning water meter will also impact usage 
patterns. 

Customer Class 3 - Companies and Shops is the other significant customer class. On average
six percent of a collection center's accounts are Class 3 customers. With the exception of the 
Cairo Collection Center which has 22 percent of its accounts in Class 3, companies and shops
comprise from two to eight percent of the customer base. On average eight (8) percent of the 
total water billed is attributed to Class 3. Collection centers with an unusually high percent
of consumption in Class 3 include Salam City and Helwan, each with 22 percent and Cairo, 
with 16 percent. 

Revenues 
Revenues are generally categorized as current revenues and exchanges or capital revenues. 
Current revenues and exchanges are those which pay the day to day operating expenses of 
the utility, generally classified as Chapter 1 and 2 expenses. Capital revenues are those 
associated with the National Investment Bank and foreign long-term financing instruments and 
generally finance Chapter 3 and 4 expenses. The discussed in this section are asrevenues 
stated in the final accounts, which reflect billed or budgeted amounts, not collected amounts. 
In addition, noncash revenues have been identified for balance sheet purposes. A comparison
of the budget and final accounts for current and capital revenues for the last three fiscal years 
is shown in Table 4.6. 

Current Revenues and Exchanges
Current revenues include current activity revenues, current exchange revenues, and noncash 
revenues. 

CurrentActivity Revenue 
Production billed revenue can be calculated by applying the tariff structure to the number of 
accounts and usages. Table 4.1 shows the current and most recent historical tariff structure. 
Application of the tariffs to the customer data identified in Table 4.2 results in revenue per 
customer class, as shown in Table 4.7. The difference between the revenues calculated from 
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Table 4.4 

Quantity of Water Sold 
From 17193 to 2711211993 
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Table 4.5 

Monthly Usage per Account (m3 per customer) 
From 1f7193 to 27112/1993 
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Table 4.6 

Comparison of Budget and Final Accounts for 
Current Revenues and Capital Revenues 
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Table 4.7 

GOGCWS Customer Data Fiscal Years 1990-91 Through 1992-93 

CUSTOMER CLASS 190-049 
Number of Accounts 

1951-$2 1932-93 1990-91 
Billed Usage (M3) 

1991-92 1992-93 1990-91 

Bfled Roe-nu. 

1991-92 

(L-) 

192923 
CLASS I 

HOUSEHOLD 

CONSTRUCTION 
370,640 

1.039 

411,950 

0 

435.489 

0 

562.961.172 

24.696.207 

627.000.341 

5.401.865 

652 202.561 

2337.906 

43.779.951 

5.433 165 

65.302.609 

1.433.421 

68.934.916 

654.613 
CLASS2 

RELIGIOUS HOSPITAL BAKERIES. 
YOUTH CENTERS 2.981 3.1d9 3.296 7.299.527 7.899.064 8259.882 474.491 620350 660.790 

EMBASSIES. SPORT CLUBS. 
POUTICAL HEADOUARTERS. SYND. 442 466 454 4.297.679 5.504,095 5.358493 386.751 699.242 G93.034 

CLASS 3 
SMALL FACTORIES. RESTAURANTS. 2NO & 

3RO CLASS HOTELS. PRIVATE SCHOOLS 

COFFEE SHOPS. GAS STATIONS 
GOV'T HOSPITALS 25.475 26.980 2a.430 49.600.714 51,061.778 53.316.414 7.440.107 11.536.522 12.252.775 

LARGE FACTORIES 0 312 285 0 18.388.796 19,444.428 0 5.700.526 6,027.773 
CLASS44 

PRIVATE HOSPITALS. 5 STAR HOTELS. 

RECREATION. ENTERTAINMENT. 

IST CLASS RESTAURANTS. 
INVESTMENT COMPANIES.FREE ZONES 468 525 562 10.253.524 11.122.441 10.379.a93 3.417.905 5.90.083 5.708.941 

CLASS 5 
UNPOTA8LE (IRRIGATION) 541 501 491 2.125.513 2.181.625 2.105.992 1161908 168.741 174879 

GOV T FACTORIES. GOV'T HEADQTRS. 

GOV'T SCHOLS 
GENERAL AUTHORITY. LOCAL UNITS 9.041 9.665 10.008 245.320.088 279.915.732 249 265.853 20 993 336 39.642.490 40.475.371 

CLASS 7 
GOV 7 HOUSING 

V40LLE SALE 

TOTAL 

1.317 

a 

411.990 

1.693 

0 

,455.281 

1.693 

0 

480.708 

175588 

121.050.1w0 
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87.142.330 
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87.503.071 
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tariffs and the final accounts data is due to adjustments made during the final audit. 

Billed revenue has increased from L.E. 87 million in 1990-1991 to L.E. 136 million in 1992
1993. The significant increase in revenues between 1990-1991 and 1991-1992 was the result 
of a tariff increase effective I July 1991. The relatively minor increase in billed revenue 
between 1991-1992 and 1992-1993 does not necessarily parallel the customer data which 
indicated a decrease in water usage. Reclassification of accounts from a low tariff class to a 
higher tariff class may account for the increase in revenues. 

Revenues from services such as new customer connection, installation of meters. and meter 
read verification GOGC\VS charges to verify a meter at the customer's request) are included 
in services budgeted. Because revenues from services budgeted are partially dependent upon 
new customers, the magnitude of the amount budgeted varies from 'ear to year and is 
somewhat dependent upon local economic conditions. Since 1990-1991 services budgeted 
have varied from a high of L.E. 10.2 million to a low of L.E. 8.7 million. 

Current Exchange Revenue 
Current exchange revenues include meter rent, compensation and penalties paid by contractors 
for delays in work execution, interest income, profits from the sale of assets, and revenue 
collected in current year for water sold in past years. In addition, the water utility collects 
revenue for the sewer ,tility through a sewer service charge of 20 percent for household 
customers and 50 percent for all other classes. Sewer service charge revenues are transferred 
to the sewer utility on a monthly basis. 

Noncash Revenue
 
A balance sheet provides a snapshot of the water utility's financial condition of the dateas 
shown on the balance sheet. In order to recognize savings realized by the utility that are a 
result of management practices, noncash revenue such as internal production and differences 
in calculated rent and interests are identified and recorded as revenues in the balance sheet. 
A corresponding noncash expenditure is budgeted for rents and interest. The difference in 
calculated rent represents the difference between the rent value of GOGCWS buildings if they 
were rented by others and the actual net value of the buildings to GOGCWS. Differences in 
calculated interests are determined as the difference between the interests of money invested 
according to the bank loan rate and the value of interests due from borrowing money from 
others. 

Deficit of Current Operations 
When budgeted expenditures exceed estimated revenues, the gap is identified as a deficit and
 
funded through subsidies, loans or is carried forward. Final accounts deficits have increased
 
from L.E. 110 million in 1990-91 to L.E. 179 million in 1992-1993.
 

Capital Revenues
 
Capital revenues include cash and noncash revenues.
 

Cash Revenue 
Capital related cash revenues, including grants, loans, shares from the public treasury, and 
advance payments for investments, haye increased from L.E. 248 million to L.E. 499 million 
during the study period. Historically, the amount budgeted for capital revenues has been 
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substantially less than the final accounts. Several factors contribute to this trend, including the 
use of public treasury subsidies and loans from the National Investment Bank to assist the 
GOGCWS in meeting their current operating obligations. 

Noncash Capital Revenue 
Like noncash current revenues, noncash capital revenues provide an input into the balance 
sheet to illustrate a financial snapshot of capital related revenues. For example, depreciation 
and recognition of price reserve increases do not provide cash for the financing of capital 
related expenses, however the change in the amounts from year to year does illustrate changes 
in financial condition of the utility. 

Alternative Revenue Sources 
GOGCWS uses traditional revenue sources to finance current operations and the capital 
program. When the budgeting process indicates a need for additional revenues, the options 
available to GOGCWS are limited to increasing tariffs, incurring debt, and/or requesting 
subsidies from the central government. Developing alternative sources of revenues would 
provide GOGCWS with additional revenues thus reducing the impact on existing sources. 

Current Operations 
Revenues generated from current operations should be related to the service provided by the 
charge. For example, water tariffs are related to the customers consumption. Likewise, charges 
for testing meters at the customer's request are related to the costs associated with providing
the specialized service. GOGCWS should review services and work effort provided to 
customers which are outside normal service areas and should charged accordingly. In addition, 
new services could be provided by the utility. A list of potential services could include, but 
not be limited to: 

* Turn on/turn off charges 
* Illegal turn-on charge 
* Special meter readings/final readings 
* Temporary hydrant permits 
* Water audits 

When developing a charge for additional services, the full cost for providing such service 
must be determined and reflected in the charge. If the full cost is not recovered, the net 
financial impact of providing additional service.; will be negative. 

Capital 
Alternative capital financing techniques should meet the long-range goals of a utility as well 
as provide a more effective and less costly way to finance capital requirements. GOGCWS 
currenly uses the traditional revenues sources of loans and grants to finance capital 
expenditures. Alternative revenue sources which may be available to the utility include, but 
are not limited to: 

* General property tax 
* Special assessments against properties directly benefiting from improvements 
* Impact fees for new developments 
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* Joint use agreements whereby the public and private investment is coordinated 
* Tax credits for private investors who construct infrastructure 

Prior to implementation of any alternative capital financing tool, the tool should be defined 
and described, the purpose identified and the requirements of participating parties outlined. 
The financial impact on all parties should also be reviewed. 
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5. Expenditures 

Expenses are categorized in four chapters, (1) wages: (2) current expenses and exchanges: (3) 
capital expenses: and (4) capital exchanges. Generally speaking. chapters Iand 2 have been 
considered costs associated with operations and chapters 3 and 4 have been associated with 
capital expenditures. The expenses discussed in this section are as stated in the final accounts. 
which reflect actual cash expenditures. In addition. noncash expenditures have been identified 
for balance sheet purposes..- comparison of the budget and Final accounts for operating and 
capital expenditures for the last three fiscal \ears is shown in Table 5.1. 

Operating Expenses 
Operating expenses include current expenses, interest expensc. and noncash expenditures. 

Current Expenses 
Current Expenses include 
wages and current expens- Fie 5.1 
es and exchanges. As ex- Comparison ofBudget and Final 
plained in Section 3 of this Accounts 
audit, many parties are 
involved in the develop- 250,00 
ment of the GOGCWS 2*,O .[ Budget 
operating budget. The abil
ity of the budgeting pro- _l 
cess to accurately forecast 100,(0o 
current expenses is illus- 50,000 
trated in Figure 5.1. Final 
account expenditures for 0 
fiscal year 1991-1992, 1991 1992 1993 
1991-1992. and 1992-1993 Fiscal Year Ending 30 June 
were 147 percent, 165 per
cent and 127 percent, re
spectively, of the budgeted amount. 

Wages. which reflect the total value of the employee work effort, consist of cash wages and 
allowances, advantages in kind, insurance advantages and others. On average, salaries 
associatea with permanent posts account for 19 percent of total wage expense. The remaining 
81 percent is associated with rewards, allowances, cash advantages, and insurances. From 
fiscal year 1990-1991 through fiscal year 1992-1993 wages have increased approximately 35 
percent from L.E. 48.8 million to L.E. 65.8 million. 

Current expenses and exchanges include commodities, service input, current exchanges, other 
specialized transfers and past years expense. Total current expenses and exchanges have 
increased approximately 104 percent (L.E. 70.1 million to L.E. 143 million) from fiscal year 
1990-1991 to fiscal year 1992-1993. Commodities, the largest element of current expenses 
and exchanges including expenditures associated with electricity and chemicals as well as 
fuel, oil, and spare parts, has increased 83 percent, from L.E. 60.8 million to L.E. 111.4 
million during the same time period. Also included in the current expenses and exchange 
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Table 5.1 

Comparison or Budget and Final Accounts for 
Current Expenses and Capital Expenses 
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category is other specialized transfers which reflect the monthly transfer of revenues collected 
for the sewer utility. These transfers to the sewer utility increased from L.E. 6.3 million to 
L.E. 25.1 million between fiscal year 1990-1991 and 1992-1993. 

The increase in the variouscurrent expense categories Pigure 5.2 

is shown in Figure 5.2. Be- Current Expenses
 
cause commodities repre- 12o. . -- u- Commodities
 

sents the largest element of 100Was Input
 

current expenses and ex- 80,000 . --4- Wages
 
changes, the rate of in- uj 60,000 f 

j 

-A- Other
*Specializedcrease for this expense cat- - 6O -------- pecTalfed
 
0 Transfers
egory in comparison to oth- - .
 

er current expenses is a 20,00o0--c - All OtherCurrent
 
-e
concern. Over half of the o 

commodities input expendi- 1991 1992 1993 

tures is related to fuel, oil, Fiscal Year ding 30 June 

and electrical power for 
plant operations. These 
three items have increased 110% from L.E. 32.5 million to L.E. 68.3 million between fiscal 
year 1990-1991 and 1992-1993. Electrical power price increases have been substantial over 
this period. Cost containment measures and a review of operations may be necessary to help 
control the amount of commodities used. 

Interest Expenses 
Loans from the National In- Figure 5.3veastfome theank( olI ndvestment Bank (NIB) and Local and Foreign Interest Payments 
foreign sources are sched- 8oo00 
uled to be repaid in a timely 70000 

manner. Th, annual debt 60,000 

service (t'.,e principal and J 4'0°000 
interest payment) is depen-

L 
o.30,000 ForeignInterests 

dent upon the interest rate 20o 

and term of the loan. The 10.O0O 

interest portion of the debt o 12 9 
1991 1992 1993


service is budgeted in the Raca Year Ending 30 Jun@
 

operating expenses on Lines
 
11 through 13 of Table 5.1.
 
Interest payments 
on foreign loans have stayed relatively constant, reflecting a decrease in 
funding of major capital investment. Interest paid on local loans has increase substantially due 
to two factors, (1) more capital investment is being funded with local funds and (2) a portion 
of the revenue shortfalls of the utility are covered with loans from the NIB. As shown in 
Table 4.6 in the Revenue section of this audit, the magnitude ofNIB loans has increased from 
L.E. 116 million to L.E. 137 million between 1990-1991 and 1992-1993. Likewise, interest 
payment have increased from 41 million L.E. in 1990-1991 to 78 million L.E. in 1993. A 
comparison of foreign and local interest payments is shown in Figure 5.3. 
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Noncash Expenditures 
Noncash expenditures include two major elements, 1) depreciation and 2) differences in 
calculated rents and interest. Like noncash revenues the differences in calculated ,'ents and 
interest reflect management practices and are included in the balance sheet to reflect those 
practices. Depreciation accounts for the cost of a long-lived physical asset to the period in 
which services are received from the asset. As most assets are financed by loans, payment 
of the principal of the outstanding loan should account for the funding of the assets 
depreciation. 

Capital Expenses 
Capital Expenses are subdivided into cash expenditures and noncash expenditures. 

Cash Expenditures 
Capital cash expenditures include major capital improvements listed under Chapter 3 of the 
budget, the settlement of loans, and changes in debtors or creditors balances. Chapter 3 
improvements are identified by the Projects Central Department and funding for such 
improvements are provided for in the capital cash revenues. The settlement of long term 
loans and the advance payments for investments account for the repayment of the principal 
on outstanding local and foreign loans. Increases in debtors and decreases in creditors 
balances are both a cash requirement Qf the utility. An increase in debtors balances( accounts 
receivable ) represents an increase in uncollected production billed revenue outstanding.
While a decrease in creditors balances (accounts payable) indicates the GOGCWS has used 
cash to reduce the amount owed to creditors. 

Noncash Expenditures 
Noncash capital expenditures consist of increase in articles stored and deficit of current 
activities. When the value of articles stored (inventory) increases due to inflationary factors,
the additional value of the stores (inventory) is recorded. This value is not an actual cash 
requirement of the utility, however it does reflect costs associated if the stores would have 
to be purchased at current market prices. 

The deficit of current activities reflects the difference between budgeted revenues and 
expenditures. 
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6. Capital Investment 

The capital investment of the GOGCWS represents the resources invested by the utility. 
Assets, or the investments, are acquired by the utility with the expectation that they will 
remain in service for a number of years. Fixed assets are those used in the production and 
sale of a product (water) and service (the delivery of that water). 

Existing Fixed Assets 
In general, fixed assets can be valued in many different ways, each way providing an 
alternative value to be used in a specific financial application. The value of fixed assets most 
useful for the GOGCWS is the original cost less depreciation (OCLD). The original cost 
reflects the value of the asset at the time it was acquired by the utility. Subtracting the 
accumulated depreciation results in the actual value of the plant available to serve current and 
future customers. 

Original Cost 
Assets are capitalized, on a quarterly basis, into nine categories based on Cential Organization 
of Accounting (COA) standards. GOGCWS records the original cost of the assets. From time 
to time, the original cost of assets funded with foreign capital is adjusted to reflect changes 
in the value of the Egyptian pound. Table 6.1 identifies the asset categories and corresponding 
values for the past two fiscal periods. The value of the original cost of the fixed assets 
increased approximately L.E. 269 million between fiscal years 1990-1991 and 1992-1993. 

Table 6.1 
Comparison of Fixed Assets 

Fiscal Years 1991 through 1993 

Category 1990-1991 1991-1992 1992-1993 
L.E. L.E. L.E. 

Lands 3,600,000 3,600,000 3,600,000 
Buildings 253,900,000 299,700,000 303,100,000 
Pipes 422,800,000 466,700,000 522,900,000 
Wells 5,000,000 5,100,000 5,300,000 
Machines & Equipments 263,000,000 362,900,000 372,700,000 
Means of Transportation 11,000,000 13,800,000 14,700,000 
Tools 2,000,000 2,200,000 2,200,000 
Meters 9,500,000 11,500,000 13,300,000 
Furniture & Desks 2,700,000 4,100,000 4,700,000 
Total 973,500,000 1,169,600,000 1,242,500,000 

One of the major assets of many water utilities is land, because reservoirs, plant sites, 
building locations right of way, easements and other land holdings are essential to water 
treatment and distribution. According to the asset inventory, GOGCWS has a small 
investment in land. By law, GOGCWS assets are recorded according to the Unified 
Accounting System as published by the COA. According to the Unified Accounting System, 
the value of land is based on (1) the purchased value and (2) expenditures to make the land 
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useful. The value of the land identified in the fixed assets reflects only land the GOGCWS 
has purchased. Lands given to the GOGCWS by government entities has a token purchase 
value and therefore the recorded val
ule of the asset does not reflect actual 
value. gure, I 

Fiscal Year 1993 Fixed Assets by Category 

For comparative purposes. assets 
were assigned to functional categories 
of plants, inventory and administra
tion. and network. As illustrated in 
Figure 6.1. approximately 60 percent 1o,0o0 
of the capital investment as of 1993 V 

Plantsis for plants, 37 percent for the c:ct- 36.000 

work and the remaining for adminis- In..,oIYAd,, ,tnon 

tration and inventory. 

Depreciation 
Assets are depreciated on a quarterly basis using the COA standard depreciation rates. The 
value of an asset equals the cost of purchase or construction plus additional costs associated 
with installation and implementation. Assets that are fully depreciated and still in service, may 
either be revalued so that a new cycle of depreciation begins or valued at 50 percent the 
original cost and depreciated according to the COA depreciation rate. A summary of 
depreciation rates and the 1993 annual depreciation per category is shown in Table 6.2 

Table 6.2 
Standard Depreciation Rates, 

1993 Annual and Cumulative Depreciation 

Standard 1993 Fiscal Year 
Depreciation Annual Cumulative 

Category Rates (percent) Depreciation (L.E.) Depreciation (L.E.)
Lands 0.0 0 0 
Buildings 2.5 7,578,000
 
Pipe 3.0 
 16,280,000
 
Wells 10.0 615.000
 

Subtotal 
 24,473,000 i49,460,000 
Machines & Equipments 7.5 33,393,000 161,155,000 
Means of Transportation 20.0 2,302,000 12,647,000 
Tools 10.0 1,825,000
 
Meters 15.0 0
 

.ubtotal 1,825,000 9,739,000
 
Furniture & Desks 
 10.0 428,000 1,970,000
 
Total 
 62,421,000 334,971,000 

Original Cost less Depreciation 
Total depreciation through fiscal year 1993 equals 334,971,000 L.E., resulting in an OCLD 
value of 907,529,000 L.E. 
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Capital Planning 
Long range major capital planning for expansion and upgrades of a water system is usually 
provided by a master plan. A master plan also identifies the specific projects which provide 
the facilities to meet the expansion and upgrade requirements of the utility. Over the years, 
GOGCWS has had many studies and master plans analyzing different segments of the water 
system. 

Planned Improvements 
Utilities operating under best commercial practices identify both long and medium to short 
range capital improvements. Long range improvements are general in nature with nG specific 
timing or costs identified. Medium to short range capital improvement plans are for a period 
of five to seven years and identify timing and costs associated with projects identified in 
detail. 

Long Range Improvements 
Review of the most recent plans and studies for the water system indicates a need for a 
comprehensive long range, system wide master plan. 

Five-Year CapitalImprovement Program 
The Projects Central Depa.nt develops five year capital improvement plans (CIP) from 
existing master plans and studies. Projects are summarized as rehabilitation, completion of 
existing projects, and new projects and extensions. Projects are also categorized in eight 
functional areas. The five year CIP, shown in Table 6.3 summarizes the CIP for fiscal years 
1993 through 1997 and is the basis for identifying specific projects budgeted for Chapter 3 
expenditures. 

Table 6.3 
FIVE YEAR PLAN CAPITAL IMPROVEMENT PLAN 

Fiscal Years 1993 through 1997 

Completion of New Projects 
Function Rehabilitation Existing Pro- and Exten- Total 

jects sions 
.JOO L.E. 1,000 L.E. 1,000 L.E. 1,000 L.E. 

Constructions 76,360 114,300 52,480 243,140 
Machines &Equipment 56,400 163,380 76,r30 295,840 
Tools 0 0 7,000 7,000 
Means of Transportation 0 0 5,000 5,000 
Furniture 0 0 780 780 
Costs of First Cycle of Operations 0 600 0 600 
Researches 0 0 600 600 
Previous Interest 11,540 6,720 8,380 26,640 
Total 144,300 285,000 150,300 579,600 

Proposed Financing 
The five-year capital improvement program is proposed to be financed with foreign loans and 
grants and local loans. The summary of proposed financing is shown in table 6.4. The 
National Investment Bank (NIB) will be the main source of local loans. NIB funds include 
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both local and foreign funds. Use of NIB loans for capital expenditures must be approved 
by the Ministry of Planning in coordination with the bank, based on the availability of funds. 

Table 6.4
 
FIVE YEAR PLAN CAPITAL IMPROVEMENT PLAN
 

Fiscal Years 1993 through 1997
 

Completion of New Projects 
Funding Source Rehabilitation Existing Pro- and Extensions Total 

jects 

1,000 L.E 1,000 L.E 1,000 L.E. 1,000 L.E. 

Investment Bank (Local) 86,800 63,000 72,350 222,150 
Investment Bank (Foreign) 57,500 16,000 32,500 106,000 
Foreign Grants 0 173,000 35,000 208,000 
Foreign Loans 0 33,000 10,450 43,450 
Total 144,300 285,000 150,300 579,600 

Foreign loans and grants are processed through Ministry of International Cooperation in 
coordination with the Ministry of Planning. Final approval for participation in foreign 
agreements must come from the people's assembly. 
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7. Historical Financial Condition 

Performance of a financial audit for the last three years began with an analysis of the final 
accounts data, the GOGCWS equivalent to an annual financial report. Each year the 
GOGCWS establishes a budget for the operation and maintenance of the water utility. 
Throughout the y'ear, as expenses are incurred, they are reviewed and recorded by the 
General Accounting Department. At the end of each fiscal year the General Accounting 
Department produces the final accounts, reflecting revenues generated and expenditures paid 
by the GOGCWS. The final accounts are simultaneously audited by the Central Department 
for Final Accounts of Economic Organizations, a department of the Ministry of Finance, and 
the Central Organization of Accounting. Questions and comments generated by the audits are 
responded to by the General Accounting Department of the GOGCWS. The final accounts 
are presented to the People Assembly for approval. 

Cash Flow Analysis 
The final accounts - or balance sheet - "rovide a snapshot picture of the financial condition 
of the water utility. For the purpose of analyzing financial viability, a cash flow of the 
utility's revenues and expenditures must be developed. A cash flow statement compares 
revenues and expenses by fiscal year, allowing the utility to analyze the soundness of 
financial operations. Cash flow statements for current operations and the capital program, 
reflecting final account cash related entries, were identified and analyzed for the financial 
audit. Noncash entries needed for balancing financial statements have been identified and 
discussed in the revenue and expenditure sections of this report. 

Current Operations 
For the initial analysis of the financial condition of the water utility's current operations, a 
cash flow has been developed using data from the final accounjiv. In general, current 
operations address Chapter 1 and 2 expenditures. The cash flow has been subdivided to show 
the incremental ability of revenues and exchanges to pay for current expenses and interests. 
Table 7.1 summarizes the cash flow of current operations as identified in the final accounts. 

A critical issue impacting the financial viability of GOGCWS is the collection of bills. During 
the fiscal year ending 30 June 1993, approximately 29 percent (L.E. 39,699,000) of the 
billable revenue was uncollected (L.E. 135,882,000 billed less L.E. 96,183,000 collected). 
Examination of the details indicate that of the approximate L.E. 40 million uncollected, L.E. 
30 million was -related to governmental accounts. Actual cash receipts for sale of water, 
production collected, and services collected were determined. Table 7.2 illustrates the impact 
of the uncollected accounts on the cash flow of :he utility. 

As illustrated in the following graph and detailed in Table 7.2, current revenues and 
exchanges, including revenues from the sale of water (production collected) were inadequate 
to pay for current expenses for the last three years. Although an increase in tariffs during the 
1991-1992 fiscal year provided edditional revenue to pay for current expenses, the magnitude 
of the increase was not sufficient to cover total current costs. In addition, if all revenue from 
production billed at the existing tariff schedule was collected in 1992-1993, the GOGCWS 
would have been in better financial condition, however it wculd have taken in less revenue 
than its current expenditures. Current costs associated with outstanding loans, i.e. interest 
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Table 7.1 

Current Operations
 

Comparison 6f Revenues and Expenditures
 

(Per Final Accounts )
 

Fiscal Year Ending June 30 

Line 1991 1992 1993 

No. Current Revenues & Exchanges L.E. L.E. L.E. 

1 Production Billed 87,502,423 135,084,227 135,882,433 

2 Services Budgeted 8,745,571 10,244,501 9,160,998 

3 Exchanges 9,444,366 24,458,698 31,587,968 

4 Credit Interests 3,254 1,633,939 5,319,624 
5 Capital Profits 59,261 336,490 0 

6 Total Current Revenues & Exchanges 105,754,8.5 171,757,855 181,951,023 

Current Expenses 
Wages 

7 Cash Wages & Allowances 35,737,591 38,722,888 46,383,677 

8 Advantages in Kind 2,041,638 3,003,398 3,559,747 

9 Insurance Advantages 6,344,246 6,974,277 8,434,162 

10 Other 4,711,010 5,544,678 7,434,710 

Current Expenses & Exchanges 

11 Commodities Input 60,807,420 93,492,196 111,390,279 

12 Service Input 2,163,504 2,625,824 4,777468 

' 13 Current Exchanges 8,436 34,362 39,023 

14 Other Specialized Transfer 6,339,742 20,131,403 25,141,271 

15 Past Years Expenses 737,745 786,836 1,696,017 

16 Total Current Expenses 118,891.332 171,315,862 208,856,354 

17 Revenues Less Current Expenses (13,',136,457) 441,993 (26,905,331) 

18 	 Local &Foreign Interest (a) 51,589,474 69,330,963 90,073,276 
Revenues Less Current Expenses 

19 and Interests 	 (64,725,931) (68,888,970) (116,978,607) 

(a) Includes interest expense on outstanding foreign loans & Investment Bank loans 
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Table 7.2 
Comparison of Current Operations 

Revenues and Expenditures 

(Cash Basis) 

Fiscal Year Ending June 30 

Line 1991 1992 1993 
no. Current Revenues & Exchanges L.E. L.E. LE. 

2 
3 Exchanges 9,444,366 24,458,698 31,587,968 
4 Credit Interests 3,254 1,633,939 5.319,624 
5 Capital Profits 59,261 336,490 06 	 Totdl'i-ifent'Revenues&Exchanges. -. 85,519,203 T..f'135 1896 - 148,0466651 

Current Expenses 
Wages 

7 Cash Wages &Allowances 35,737,591 38,722,888 46,383,677 
8 Advantapes in Kind 2,041,638 3,003,398 3,559,747 
9 Insurance Advantages 6,344,246 6,974,277 8,434,162 
10 Other 4,711,010 5,544,678 7,434,710 

Current Expenses & Exchanges 
11 Commodities Input 60,807,420 93,492,196 111,390,279 
12 Service Input 2,163,504 2,625,824 4,777,468 
13 Current Exchanges 8,436 34,362 39,023 
14 Other Specialized Transfer 6,339,742 20,131,403 25,141,271 
15 Past Years Expenses 737,745 786,836 1,696,017 

16 Total Current Expenses 118,891,332 171,315,862 208,856,354 
17 R~ CuentExpenses .-.j(35;597,966) (60,809,689)ssw, 	 ,.(33;372,129) 

18 	Local &Foreign Interest (a) 51,589,474 69,330,963 90,073,276 
Rb~tid L' ess-,Curent Expenses-. ' I.Y ", .. .". 


19 :and~trsti "'(84961,603) 	 .. (.104,928,929)1 (150,882,965) 
(a) Includes interest expense on outstanding foreign loans & Investment Bank loans 

BEST AVAILABLE DOCUMENT 
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expense, provided an additional burden which revenues werf; unable to bear. Achieving 
balance between revenues and expenses in fiscal year 192-1993, would have requirec 

collection of an additional L.E. 151 million in revenues according to the cash basis. 

Capital Program 
In addition to managing current operations, GOGCWS also manages a capital program. 
Whereas current operations addressed expenditures in Chapters 1 and 2, the capital program 
addresses Chapters 3 and 4 expenses. As explained in Section 5 of thi, report Chapter 3 
expenditures are for major capital improvements and Chapter 4 expenditures are associated 
with the settlement of loans and other miscellaneous expenses. Table 7.3 summarizes the 
capital program cash flow. 

Comparison of cash -elated capital revenues and exchanges and capital expenses indicates 
more funds were procured than expended each year of the study period. Revenues and 
exchanges exceeded expenses by approximately L.E. 72.9 million in 1992-1993. 

The financial operations of the capital program can be evaluated by comparing key elements 
of the cash flow. Revenues from the changes in debits and credits should exceed expenditures 
associated with debits and credits. In 1990-1991 and 1991-1992 expenditures were greater 
than revenues. Ilowevcr. this negative trend was reversed in 1992-1993 when revenues 
exceeded expenditures by L.E. 21 million.. 

Sound financial operations recommend sources of funds such as loans and grants be used for 
capital improvements, as identified in Chapter 3. A comparison of loans and grants with 
Chapter 3 expenditures indicated, in each year of the study period, loans and grants exceeded 
actual capital expenditures. This implies that loan and grant funds were used to finance the 
settlement of outstanding loans (principal payments) and/or other operating cost deficits. 

Unit Cost Analysis 
Table 7.1 shows the overall cash position of the water utility's current operations. [A 
comparison of cost per billable volume with unit production billed revenue and unit 
production collected revenue will illustrate the impac of costs as they relate to the tariff]. 
Billable volume is used for the development of the comparison as that is the basis for 
calculation of customer bills and the corresponding revenues. The unit revenue from 
production billed, shown on Line I of-Table 7.4, closely parallels the tariff for th household 
customer. For example, in fiscal year 1990-1991 the unit tariff for household customers using 
more than 30 cubic meters per month totaled P.T. 9. The tariff increase, effective 1 July 1991 
for the 1991-1992 fiscal year, increased the household unit cost to P.T. 13. which parallels 
the P.T. 13.54 unit revenue per billable volume calculated in 1992-1993. 

Total current expenses were summarized in the functional categories of production, network, 
support, and administration. In addition, unit costs were developed for interest and principal 
(settlement of long term loans) payments. The ability of existing tariffs to cover costs is 
illustrated in the comparison of the unit production billed revenue with the unit cost of current 
expenditures, interest, and principal payments. In fiscal year 1993, the unit cost for current 
expenditures totaled P.T. 20.64 per cubic meter. Interest and principal payments added an 
additional P.T. 8.97 and P.T. 9.48, respectively, for a total cubic meter cost of P.T. 39.10. 
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Table 7.3 

Comparison of Current Capital 
Revenues and Expenditures 

(Per Final Accounts) 

Fiscal Year Ending June 30 
L ie 1991 1992 1993 
I j.Capital Revenues and Exchanges L.E. L.E. L.E. 
1 Public Treasury 70,325,000 72,367,769 74,850,000 

Grants 9,763,048 54,806.009 160,250,767 
, Loans 116,981,744 137,495,480 170,105,122 
4 Decrease in Debited Balances 5,051,090 4,370,646 11,635,500 

Increase in Credit Balances 35,692,577 43,891,480 80.737,332 
6 Other Sources 10,061,323 0 1,646,863 

Total Capital Revenues & Exchanges 247,874,782 312,931,384 499,225,584 

Capital Expenses 

8 Chapter III Capital 98,698,967 125,542,125 259,489,631 
Principal Payments 64,366,867 72,367,769 75,004,245 

) Advanced Payments ;,r Investment 1,646,167 11,978,927 20,162,913 
11 Increase in Debited Balances 28,626,989 69,424,53 37,708,896 

2 Decrease in Credit Balances 13,462,797 16,057,190 33,477,231 
,3 Other Expenses 7,597,843 2,615,970 514,786 
14 Total Capital Expenses 214,399,630 297,986,934 426,357,702 

5 Revenues Less Expenses 33,475,152 14,944,450 72,867,882 
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Table 7.4
 

Comparison of Unit Costs With Unit Revenues
 

___________________1991 

Revnues Billable Usage Unit Revenue 

Lin~eNo Current Revenues IOMLE, IOO 3P 1000EIOO3nhin3 
1 Production Baled 87.502 1.027.810 851 


2 Production Coeced 2.3 128 
 [1 
3 Servces.Exch Credit ni.Cap Profits 22. 17 1.027.810 2.21 
4 Total Current Revenues a55i 1.027.810 8321 


Currrnt Expenses, Interests, and Costs Billable Usage Unit Cost 

Settlement of Long Term Loans 1000 LE 1000m3 P TAn3 

c5 Productiors 72.177 1.027.810 7.02 
6 Network 20.538 1.027.810 2.00 

7 Support 3.101 1.027.810 0.30 

8 Admiistraton 21.515 1.027.810 2.09 
TotaICuvsr,p-,.du,(al 117.338 1.027.8101 11.42 

10 Ii~ocal L Foresign Interetsa 51.519 10280 
 5.021 

1, s ,un-,m-.-t no1 
 2 8.42-

12 ToaUn os., ,28 

(a) Does not include costs associated wuth servicing wholesale customers 

Costs total approxinately 81$.000 LE in 1991 and 9;8.000 L.E in 1992
 

re3-cubic metcr
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P 1000 
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Table 7.5
 

Financial Viability Performance Indicators
 

Performance Indicator 	 Historical Trend 
Financial 

' b l
Indicator Trend Frequency 	 19901991 1991-1992 1992.1993 Target 

Production Billed Positive Bimonthly 	 Indicalor:
 

LE. 87 5 M LE. 135.1 M L.E. 135.9 M
 

Trend:
 

NA LE. 47.6M L E 08M
 

Uncollected Bills Negative Bimonthly 	 Indhraior:
 

LE 24 7,PA LE 409M LE. 397M
 

Trend:
 

NA LE. 162M LE (12) M 

Operation Prolits Positive Bimonthly Indicator Indicator 
(losses) / Total 
Revenues (39%) (26%) (41%) 5% 

Trend: 

NA 13% (15%) 

Operating Posiilve Bimonthly Indicator: Indicalor. 
Revenues / 
Operatl , 	 72% 79% 71% 105% 
Expenses 	 Trend:
 

NA 7% (8%) 

Actuat I Budgeted Less Monthly Indicator Indicator:
 
Operating than 1.00
 
Expenses 1.48 165 1.27 1.00
 

Collected / Billed Positive Bimontrly Total
 
Revenues Indicator.
 

Indicator:
 

72% 70% 71% 95% 

Trend: 

NA (2%) 1% 

Non-C ,vernmental 
tndlcalor:IndicatorI 

84% 85% 89% 93% 

Tre 

NA 1% 4% 

Governmental 
Indirator: 

Indicator: 

]i4% 34% 27% 100%
 

Trend:
 

NA 0% (7%)
 

Production Billed I Positive Bimonthly 	 Indicator Indicator. 
Waler Produced___________________ 85% 85% 77% 80% 

Trend: 

NA 0% (8%) 
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