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PREFACE

Under the 1992 Freedom Support Act the Umted States Congress initIated a program to provide varIOus fonns
of assistance to new Independent states (NIS) of the fonner Soviet Umon Cooperative Agreements were signed
between representatives of the U S government and each country In which assistance was to be undertaken The
U S Agency for InternatIOnal Development (USAID) was given the responsibilIty to coordmate all U S
government assistance to the NIS under the Act

Through competitive bidding, USAID awarded a multi-year contract to a team managed by CH2M HILL
InternatIOnal Services Inc (CH2M HILL) to support ImplementatIOn of an envIronmental assistance program to
republIcs of the fonner Soviet Umon Under thiS contract, tenned the EnVIronmental PolIcy & Technology
(EPT) Project CH2M HILL IS to assist USAID's miSSIOns m Moscow, Kylv, and Almaty undertake a program to
promote environmental Improvements m the NIS The USAID miSSion m Kylv supports envIronmental, and
other assistance programs to Ukrame Belarus, and Moldova CH2M HILL establIshed an office In Kylv from
which to perfonn services m these countries under the EPT Project

ThiS report was prepared as a contractually reqUired dehverable under a contract between USAID and CH2M
HILL Although work on thiS report was conducted m cooperatIOn With the aSSisted governments and USAID,
the findmgs and recommendatIOns are those of the CH2M HILL team They do not necessarIly represent offiCial
pOSitIOns of the governments of the aSSisted countries nor of the Umted States of AmerIca

For additIOnal mfonnatlOn regardIng the EPT Project contact the followmg

In the Umted States of AmerIca
EnVironmental Pohcy & Technology Project Head Office
1819 H Street NW, SUIte 700
WashIngton DC, 20006 USA
Telephone (202) 835-1450
FaCSimile (202) 835-1463
Comacl ---nr James Westfield

The CH2M HILL team Includes the folloWIng organizations
• Center for InternatIOnal EnVironmental Law

Clark Atlanta UmversltylHBCUMI EnVironmental ConsortIUm
• ConsortIUm for InternatIOnal Development
• EcojurIS
• EnVIronmental ComplIance, Inc

Harvard Institute for InternatIOnal Development
• Hughes Technical Services Company

InternatIOnal Programs ConsortIUm
InternatIOnal Resources Group, Ltd
Interfax Newsagency
K&M EngIneenng

• Ogden EnVironmental and Energy Services Company
• Pnce Waterhouse
• World WIIdhfe Fund (US)
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In UkraIne
EnVIronmental PolIcy & Technology Project
UkraIne, Belarus & Moldova RegIOnal Office
4 Bohomoltsla Street, 3rd Floor
252024 Kylv UkraIne
Telephone +380 (44) 247-5633/5634/5635
FaCSimIle +380 (44) 2475637/5638
Contact Mr Ties van Kempen

ept IVlv/756/uh reports\methd\R9METHDO WPD

EnVIronmental PolIcy & Technology Project
LVIV Vodokanal Project Office
64 Zelena Street, 3rd Floor
290017 LVlv, UkraIne
Telephone +380 (322) 76-73-89/84-13/94-78
FaCSimile +380 (322) 27-11-52
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NOTE ON TRANSLITERATION

NOTIFICATIONS

NOTE ON COST ESTIMATES

The opmIOns of cost shown, and any resultmg conclusIOns on project finanCIal or economIC
feaSIbIlIty or fundmg reqUIrements, have been prepared for gUIdance m project evaluatIOn and
ImplementatIOn from the mformatIOn avaIlable at the tIme the OpInIOn was prepared The
final costs of the project and resultmg feaSIbIlIty WIll depend on actual labor and matenal
costs competItIve market condItIOns, actual SIte condItIons, final project scope,
ImplementatIOn schedule, contInUIty of personnel and engmeenng, and other varIable factors
As a result, the final project costs may vary from the opmIOns of cost presented herem

20Sep9711ept IVIVI756/uh reports\methd\R9METHDO WPD

UkramIan personal, mstitutIOnal and place names used m EPT documents are translIterated
mto EnglIsh from UkraInIan (not RussIan), accordmg to the modIfied US LIbrary of
Congress standard for UkraInIan-to-EnglIsh translIteratIOn that has been adopted by many
Western organIzatIOns and publIcatIOns, mcludmg the Encyclopedza ofUkrame (UnIVerSIty of
Toronto Press, 5 vols, 1984-1993) and 0 Subtelny's authontative Ukrame A Hzstory
(UnIVerSIty of Toronto Press, 1988, 2nd edItIOn 1994), as well as by the UkrainIan
CommIssIOn on Legal Termmology (ResolutIOn No 9 dated 19 Apnl, 1996)
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ABBREVIATIONS, ACRONYMS & GLOSSARY

Booz, Allen and HamIlton
CH2M HILL InternatIOnal ServIces, Inc AU S -based mternatIOnal
envIronmental engmeenng consultmg firm under contract to USAID to
Implement a large component of the EPT Project
COWl Consultants (Denmark)
DelIvery Order
for example
EnVIronmental PolIcy & Technology (Project) A USAID-funded
program to provIde envIronmental aSSIstance to New Independent
States of the former SOVIet Umon
prevIOusly cIted
karbovanets
Vodokanal customer account based on a water supply connectIOn
LVIV Vodokanal (munIcIpal publIc water utIlIty)
New Independent States (of the former SOVIet Umon)
number
numbers
A government terntonal-admlmstratlve umt m the former SOVIet Umon
that IS stIll muse followmg Ukrame's mdependence A U S analogue
would be somethmg between a state and a county
m the work sIted
Plannmg & Development CollaboratIve, Inc A US-based consultmg
firm under contract to USAID to Implement part of the U S
government's aSSIstance program to Ukrame's housmg and communal
servIces sector
Umted States dollar
dollars per hour
dollars per day
U S Agency for InternatIOnal Development
A quasI-government agency responsIble for mumclpal water supply
and wastewater collectIOn and treatment A U S analogue would be a
water utIlIty
World Bank (InternatIOnal Bank for ReconstructIOn & Development)
A mumclpal entIty responsIble for operatIOn and mamtenance of
houses and multI-apartment bUlldmgs owned by CIty admInIstratIOns,
as well as water, sewerage, gas, electnclty, and heatmg systems withm
them
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Subtask 4 2 reqUIres CH2M HILL to

Subtask 4 1 reqUIres CH2M HILL to

Subtask 4 3 requIres CH2M HILL to

SectIOn 1
INTRODUCTION

20Sep971-1

work closely wlth PADCO m revlewmg the present legal status and
mstltutlOnal performance (OrgamzatlOn and Management, AdmmlstratlOn) of
the LVIV Vodokanal [and] establzsh a general methodologyfor Vodokanals
to strengthen theIr msfltutlOns

draft a proposed methodology on developmg a strateglc polzcyfor the
conslderatlOn by a vodokanal, the purpose ofwhlch shall be to define the type
oforgamzatlOn the vodokanal wants the utllzty to become, mcludmg Its
capabllztles, financzal self-sufficlency and lts relatIOnshIps WIth other entItles,
partzcularly ltS assoclated cltles

Under DelIvery Order 9, Task U2, the EPT Project IS provIdmg technIcal aSSIstance and
eqUIpment to the CIty and vodokanal of LVIV III order to develop technIcal and management
model methodologIes that wIll serve as a model for natIonWIde ImplementatIOn of munICIpal
water and wastewater sector economIC reforms

to develop a program for mstltutlOnal strengthemng, define an approprzate
legal and regulatory framework, recommend suggested obJectlves and
po!zcles, recommend strengthemng m specific areas [and] recommend
the preparatIOn ofa specific plan for the estab!zshment and strengthenmg of
the utl!zty

As part ofa Umted States government bIlateral assIstance program, the U S Agency for
InternatIOnal Development (USAID) IS supportmg envIronmental management m Ukrame
Under dIrectIon from USAID, a consortIUm led by CH2M HILL InternatIOnal ServIces, Inc
(CH2M HILL), IS Implementmg part of USAID's EnVIronmental PolIcy & Technology (EPT)
Project by undertakmg VarIOUS tasks that have been agreed to by representatIves of the
governments of both countrIes

InformatIOn collected under these subtasks are to be compIled mto a manual that presents a
methodology for strategIC polIcy and InstItutIOnal strengthemng This document IS the
manual reqUIred by USAID

ept lV1V1756/uh reports\methd\R9METHDI WPD
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SectIOn 2
STRATEGIC POLICY

In the post-war years In UkraIne, housmg and utIlItIes, especIally the water supply and
wastewater facIlItIes, under the responsIbIlIty of local councIls, were largely constructed USIng
state budget funds plus funds generated from shared partIcIpatIOn of mimstrIes and agencIes
Enormous state resources were used to create the eXIstIng Infrastructure Over the years thIS
Infrastructure has became old and worn as much of It has reached the end of ItS servIce lIfe
Therefore m addItIOn to capItal repairs, much of the system reqUIres reconstructIOn as well as
the constructIOn of new facIlItIes In the centralIzed economy these Issues, although qUIckly
undertaken, were almost always resolved USIng state funds

Under eXIstmg condItIOns In UkraIne, the abIlIty to obtam funds from central government
essentIally does not eXIst Nevertheless the housmg and communal sector eXists and operates,
as before, accordmg to the centralIzed economy pnnclples In order to survIve m thIS new
SItuatIOn, the hOUSIng and communal sector must be restructured so as to obtaIn the needed
funds to eXIst RestructurIng needs to be carned out thoughtfully so that the good parts of the
old system are retaIned and new changes added carefully so as to mtroduce needed
Improvements to the InstItutIOnal framework

The start of makIng any strategIC polIcy IS to agree upon a strategIc ObjectIve It IS suggested
that the strategIc corporate ObjectIve should be to have

A vodokanal that IS organIzed so that It can

• ProVIde proper water and wastewater servIce to Its customers
• Operate on a finanCIally self-sustaInIng baSIS

SInce almost every vodokanaiis phySIcally worn-out and undercapItalIzed It Will mean that
conSIderable funds WIll need to be Invested In order to prOVIde proper servIce

Only by bemg finanCIally self sustaInmg can a vodokanal be assured of operatmg willIe
provldmg SUItable servIce for ItS customers m the long term

The most Important polIcy should be that the vodokanalls orgamzed and operated to be
finanCIally self suffiCIent ThIS can be done In any of the methods of InstItutIOnal
strengthemng that are mentIOned In tills report The key IS the WIll to operate In thIS fashIOn
and the leadershIp to carry It out

InstItutIOnal strengthemng should be an evolutIOnary process that develops as the system
Improves mternally to meet the new condItIOns In the commumty In the end the strength of a
vodokanal Will be dependent on the strength of the economy of the commumty It IS assocIated
With as thIS Will be the ultImate source of fundIng to keep It In busmess

I
I
I
I
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312 Who Owns Water UtIlItIes and Who Controls TheIr ActIVItIes

3 11 Legal Status of Water and Wastewater UtIlItIes

SectIOn 3
INSTITUTIONAL FRAMEWORK OF VODOKANALS

3 1 EXISTING REPORTING STRUCTURE, MANAGEMENT, AND
INSTITUTIONAL FRAMEWORK OF WATER UTILITIES

20Sep973-1ept IVlvl756/uh reports\methd\R9methd3 wpd

1 Law of Ukrame On Local Councils ofPeople's Deputres and Local and RegIOnal Self-Government No
2234-XII of26 March 1992
2 Ibid, Article 5

3 Decree ofthe PreSident On Strengthening Economrc Underplnmngs ofSelf-Government ofCrtres ofUkraine
No 84/94 of 12 March 1994
4 Law of Ukrame On Enterprrses In Ukrame No 887-XII of27 March 1991, Article 2

In accordance With current legIslatIOn, assets have been transferred to vodokanals With the
nght of "full economIC management", that IS, the nghts of "possessIOn, use, and dIsposal of
the assets, at theIr dIscretIOn" The ownershIp of the assets of water utIlItIes, however, lIes
With the CIty councIls, namely then departments of mUnICIpal communal assets Durmg the
performance of theIr functIOns, vodokanals have the nght to make, on theIr own ImtIatIve,

Another Law ofUkrame4 specIfies the legal types of enterpnses m Ukrame accordmg to theIr
fonn of ownershIp Among them IS a "state publIc utIlIty owned by admIillstrative-terntonal
entItles" ThIS category mcludes enterpnses based on government ownership at varIOUS levels
(central, oblast, or mUillcIpal), dependmg on the reportmg structure of the enterpnse Assets
of a CIty water utIlIty (vodokanal), bemg a publIc utIlIty, are under the communal ownershIp
of the CIty CouncIl At the same tIme, water utIlItIes are mdependent statutory enterpnses,
exercIsmg nghts oflegal entItles and subject m theIr actIVItIes to the laws of Ukrame The
legal underpmmngs of these relatIOns are drawn up m the charters of the vodokanals

• natural resources, mcludmg water resources, under the JunsdictIOn of local authontles
• communal property, whIch IS a source of mcome for local authonties and meets the

SOCIal and economIC needs of the populatIOn

By Decree of the Presidenf It was deCIded to transfer the assets of utIlItIes used for provIdmg
housmg and communal servIces WhIch meet overall mUnIcIpal SOCIal and economIC needs of
the populatIOn to the mumcipalItIes of Ukrame

The mstItutIOnal framework of water and wastewater utIlItIes (heremafter tenned "water
utIlItIes") depends on adopted laws, resolutIOns, mstructIOns and other legIslative acts that m
the final count detennme theIr legal status A Law of Ukramel delegates a number of the
central government's powers to local (munIcIpal or oblast) authontles ThIS law reads that
the finanCIal and economIC basIs of the local self-government mcludes the followmg
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any deCISIons whIch do not contradIct the legIslatIOn of Ukrame Any mterference mto theIr
economIC and other actIVItIes on the part ofgovernment, pubhc, or cooperatIve bodIes,
pohtIcal partIes, or movements IS not allowed, except for cases proVIded for by legIslatIOn
Any losses mfhcted on the enterpnses as a result of carrymg out mstructIOns Issued by
government or other authonties or theIr offiCIals that VIOlated the rules of the enterpnse, or as
a result of poor performance of dutIes pertammg to the enterpnse placed on these authonties
or theIr offiCIals and proVIded for by legIslatIOn, should be reImbursed

Regardless, vodokanals can dIspose of theIr baSIC assets only upon pnor approval of the legal
owner - the departments of mumcipal communal assetsS

As an asset, the land WIthm CIty lImIts on WhICh water utIlIty facIlItIes are located IS
transferred to vodokanals for perpetual usage Land usage matters concermng vodokanal
faCIlItIes located beyond CIty hmits are regulated by local counCIls or executIve commIttees of
the relevant admmistratIve-terntonal entIty In each separate case the water utIhty must obtam
a State Actfor the Rzght to Land Usage of the appropnate local admmistratIOn6

Accordmg to the law7 executIve commIttees of CIty counCIls are In charge of

• financmg of expenses for the development ofhousmg and communal servIces
• orgamzatIon of the operatIOn of water supply and wastewater networks and facIhties
• control over the constructIOn and operatIOn of water supply and wastewater facIhties

CIty budgets are formed from two types of taxes - fixed (when the state allows CItIes to
retam a portIOn of speCIfic taxes) and adjustable (when oblasts are empowered to determme
the portIOn from other taxes to be retamed m CIty budgets) Thus, oblasts mdIrectly partICIpate
m assIgnmg capItal Investments mto CIty mfrastructures, mcludmg water utIlItieS

The procedure for assIgmng capItal mvestments to water utIhty development and
Improvement IS the followmg

• vodokanals make proposals to the departments of communal assets of munICIpal
executIve commIttees

• the executIve commIttees prepare draft plans for the SOCIOeconomIC development of
theIr CIty and submIt them to the CIty councIls

• the CIty councIls approve annual budgets that mclude expenses for capItal mvestments
mto theIr mfrastructure

5 Many ofthe assets transferred to vodokanals for their usage are not actually used

6 Sometunes, It IS not easy to receive thiS permISSIOn when the constructIOn of water and wastewater facIhtles
beyond CIty hmlts IS bemg planned Many local authontIes, m their own mterests, try to Impede the constructIOn
of well fields and plpelmes on their teITItory, meant to supply water to mhabited areas located beyond theIr
boundarIes Current legIslatiOn does not prOVIde for the responsIblhty of these executives to the state

7 Law of Ukrame On Local CounCils op Cit

•
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CIties can also finance the ongomg operatIOnal needs of vodokanals

• the clIents are the departments of capItal constructIOn of the executIve commIttees

3 1.3 Reportmg Structure of Water UtIlItIes

• the executIve commIttees of the CIty councIls ensure financmg of expendItures for
water utIhty development

20Sep973-3ept IVIV/756/uh reports\methd\R9methd3 wpd

8 The State CommIttee for ConstructIOn, Architecture, and Housmg PolIcy ofUkrame was created by Decree
of the PreSident of Ukrame No 773/97 of I 1 August 1997 on the baSIS of the former State Committee for
Urban Plannmg and ArchItecture of Ukrame and the former State Committee for Housmg and Communal
Services of Ukrame ThIS Committee has mhented all nghts and responSibilIties of the ellmmated committees
9 Rulesfor Applymg the Law ofUkrame On Taxatron ofthe Profit ofEnterprises', by ResolutIOn of the
Verkhovna Rada of Ukrame, No 247/95-BP on 27 June 1995

Water utIhtIes may carry out capItal constructIOn at theIr own expense, by concludmg
contracts dIrectly WIth deSIgn & constructIOn organIzatIOns However, only a portIOn of then
net profit can be used for thIS fundmg9 Moreover, under current legIslatIOn, It IS not allowed
to mclude capItal mvestment costs for reconstructIOn, eqUIpment upgradmg, expanSIOn, or
new constructIOn mto productIOn costs ofgoods or servIces

Water supply systems operated exclUSIvely to meet the water needs of speCIfic mdustnal
enterpnses are subordmated dIrectly to them ThIS does not exclude the SItuatIOn where the
enterpnses do supply some water to reSIdents In thIS case, payments for water consumed are
collected by water utIlItIes, whIch later settle accounts WIth the enterpnses

Water utIhtIes are part of CIty assets However, as communal servIces they are subject to dual
subordmatlon Vodokanals of large CItIes are report to CIty counCIls and then executIve
commIttees, and at the same tIme to a hIgher authonty - the State CommIttee for
ConstructIOn, ArchItecture, and Housmg Pollcy of Ukrame

BesIdes fundmg from CIty budgets, capItal mvestments are prOVIded for WIthm the framework
of the state program for SOCIOeconomIC development, approved by the Cabmet of Mmisters of
Ukrame, whose executor IS the State CommIttee for ConstructIOn, Architecture, and Housmg
PolIcy ofUkrame8 Nevertheless, water utIlltIes, as state communal utilltIes, are currently not
receIVmg the mvestments from the government that are cntIcal to mamtammg theIr
mfrastructure at a proper operatIOnal level

In addItIOn to the abovementIOned two authontIes, vodokanals m CItIes under oblast
JUrIsdIctIon report dIrectly to the respectIve oblast councIls and theIr executIve commIttees It
IS fairly common for rural water supply systems to belong to combmed publlc utIllties (whIch
render all types of communal servIces m the area) In thIS case, the systems are operated as a
commIttee The combmed publIc utillty reports to the VIllage CouncIl and also dIrectly to the
Oblast CouncIl and Its ExecutIve CommIttee, as well as the State COmmIttee for
ConstructIOn, ArchItecture, and Housmg Pollcy of Ukrame The reportmg structure for water
utIlltIes m Ukrame IS shown m FIgure 3-1
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FIgure 3-1 Reportmg Structure for Water UtIlItIes m Ukrame

3 1 3 1 RelatIOns Between Vodokanals and Central Govermng AuthorItIes

The Water Code of Ukrame specIfies the competence of the Cabmet ofMmisters of Ukrame
m the sphere of management and control over water usage and protectIOn, and replemshment
of water resources The Cabmet ofMImsters of Ukrame adopts government polIcy towards
the mtegrated development of housmg and communal services The State CommIttee for
ConstructIOn, Architecture, and Housmg PolIcy of Ukrame IS the highest authonty for
vodokanals It Implements government polIcy for housmg and communal servIces, mcludmg
water supply and wastewater dIsposal servIces, and fulfills the followmg relevant tasks

• development and ImplementatIOn of state strategy for housmg and communal servIces

• mtroductIOn of new methods of labor and overall sector management

ept lVlvl756/uh reports\methd\R9methd3 wpd 3-4 20Sep97



3 1 3 2 RelatIOns Between Vodokanals and Oblast CouncIls

• Issumg permIts for speCIal water usage for water bodIes of local Importance

• facIhtatmg the pnvatIzatIOn process of communal facIlItIes

• management of water bodIes of local Importance

20Sep973-5ept IV1V1756/uh reports\methd\R9methd3 wpd

10 Cabmet ofMmlsters Resolution No 459 of 10 August 1992 On the Procedure ofIssumg Permztsfor
Speczal Usage ofNatural Resources and Setting Limits on the Usage ofResources ofNatzonal Importance

II Water Code ofUkrame adopted by Verkhovna Rada ResolutIOn No 213/95-BP on 6 June 1995, ArtIcle 49

12 IbId, ArtIcle 50

13 Cabmet of Mmlsters ResolutIOn On the Procedure ofIssumg Permzts for Speczal Usage op CIt, ArtIcle 6

14 Water Code, op CIt, ArtIcle 8

• settmg, m accordance WIth estabhshed procedure, norms and payment amounts for
speCIal water usage for water bodIes of local Importance

• sanctIOn of state, mternatIOnal, and regIOnal programs of water usage and protectIOn,
and replenIshment of water resources, as well as partICIpatIOn theIr ImplementatIOn

The authOrIty of oblast councIls m the sphere of water relatIOns management IS speCIfied by
the Water Codel4 as follows

• ensunng the ImplementatIOn of state polIcy m the sphere of water usage and
protectIOn, and replenIshment of water resources

The regulatory acts drawn up and adopted by the CommIttee are bmdmg for central and local
state executIve authontIes, and also for enterprIses, mstItutIOns, organIzatIOns, and cItIzens

• preparatIOn of proposals for extendmg economIC reform concernmg adaptatIOn of
housmg and communal serVIces to market condItIOns, as well as proposals for lease,
denatIOnalIzatIOn, and pnvatIzatIOn of property

PermIts for specIal water usage are officIal documents on the basIS of WhICh vodokanals use
state property (1 e , water resources), keepmg to set lImIts A ResolutIon ofthe Cabmet of
MInIsters lO establIshes the procedure ofissumg permIts for speCIal water usage and for settmg
lImIts on groundwater usage PermIts for specIal water usage are Issued by state
admInIstratIOns on envIronmental protectIOn Accordmg to the ResolutIOn and the Water
Code ll

, m order to receIve these permIts vodokanals should also obtam the consent of the
State CommIttee on Water Husbandry and the State CommIttee on Geology, and they should
addItIOnally be endorsed by the state sanItary mspectorate, fish protectIOn, and vetermary
servIce Also accordmg to the Water Code l2

, state admInIstratIOns on envIronmental
protectIOn determme the penod of valIdIty for these permIts WIth respect to lImIts on
groundwater usage, the Cabmet of MmIsters ResolutIOnl3 stIpulates that they are Issued by the
MInIStry of EnVIronmental ProtectIOn

•
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• sanctIOn of the locatIOn of enterpnses and other facIhtIes whose actIvIty IS connected
wIth the usage of water resources, and may have harmful Impact on them

• coOrdll1atIOn of rawn and CIty council actIvItIes ll1 the sphere of water usage and
protectIOn, and replenIshment of water resources

• approvIllg sanItary protectIOn zone desIgns for well fields

• Imposmg restnctIOns, temporary bannmg (haltll1g), or termmatIOn of operatIOn of
enterpnses, IllstitutIOns, and organIZatIOns, III cases of VIOlatIOn of water legIslatIOn

• organIZatIOn of rellef actIVItIes after breakdowns and natural dIsasters

• mformmg the populatIOn about the condItIOn of water bodIes

In addItIOn, approval of water supply and sewerage tarIffs IS delegatedl5 to oblast executIve
commIttees, subsequently resultmg m a dIrectIve of the head of the Oblast Council

3 1 3 3 RelatIOns Between Vodokanals and MUDlclpal Governments

The law on local self-government IS the mam legIslatIve act that regulates relatIOns between
vodokanals and mUnICIpal governments, divIdmg powers between CIty councils, theIr
executive and management bodIes, the state, and housmg & pubhc utIhties

In accordance With the law on local self-government, "keepmg a lIst of local enterpnses and
approvmg a lIst of communal property and theIr status" IS withm the competence of CIty
councils The authonty of CIt) councIls ll1 the sphere of water relatIOns management IS
speCIfied by the Water Code as follows l6

• carrymg out actIVItIes aimed at effiCIent water usage and protectIOn, and
replemshment of water resources

• control over water usage and protectIOn, and replenIshment of water resources

• • settmg rules for general usage of water bodIes, m accordance With the procedure
establIshed m the Water Code (ArtIcle 47)

• Imposmg restnctIOns, temporary banmng (haltmg), or termmatmg the operatIOn of
enterpnses or other faCIlItIes III case they VIOlate water legIslatIOn, WIthm the
competence of the CouncIl

15 Cabmet of MmIsters ResolutIOn On Przcmg under CondItIOns ofReformmg the Economy, No 733 dated 2 I
October 1994, AppendIX 3, Item 7
16 Water Code op Cit, ArtIcle IO

I
I
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• orgamzatIOn of rehef actIvItIes after breakdowns and natural dIsasters, worsemng of
water quahty, or Its adverse effect

• mformmg the populatIOn about the condItIOn of water bodIes

AuthonzatIOns of CIty councIls to set taxes l7 mclude

• stIpulatmg the proportIOn of profit of enterpnses under communal ownershIp of
appropnate terntonal entItIes that IS subject to deductIOn mto the local budget

• approval of lawfully appropnate taxes on land and fees for usage of natural resources
owned by appropnate terntonal entItles

AuthonzatIOns of executIve bodIes pertammg to the budget, finances, and pncesl8 mclude
stlpulatmg tarIffs, accordmg to lawful procedure and hmIts, for the payment of communal
servIces supphed by enterpnses under communal ownershIp of appropnate terntonal entItles
Powers of CIty executIve commIttees to manage communal property and develop local
economIes are also speCIfied by the law on local self-governmentl9 as follows

• managmg assets under communal ownership, asset funds ofhousmg & communal
enterprIses, and other assets m order to meet the needs and demands of the populatIOn

• resolvmg the questIOns of creatIOn, acqulSltIOn, usage, lease, or free transfer of assets
under communal ownership

• ensurmg fulfilment of communal property pnvatIzatIOn plans approved by CIty
counCIls

• If they have funds, CIty executIve commIttees have the rIght to create enterprIses
(asSOCIatIOns), organIzatIOns and mstItutIOns, to approve theIr charters or regulatIOns
on them, to allocate theIr statutory funds, and to appomt and dIsmISS theIr
management or determme other lawful procedures of theIr appomtment and dIsmIssal

• organIzatIOn of operatIOn of water supply and wastewater networks and faclhtIes

• control over constructIOn and operatIOn of treatment plants and eqUIpment

By ResolutIon of the Cabmet of MmIsterg2o, local state executIve bodIes are recommended to
follow the procedure stIpulated by the proVISIOns of that ResolutIOn whIle settmg up contracts
WIth communal enterpnse management The partIes sIgnmg the contracts should be the

17 Law of Ukrame On Local Self-Government In the Country, No 280/97-BP of21 May 1997, Article 25,
ArtIcle 38, Items 29, 39
18 IbId, ArtIcle 28, Item 2

19 Law of Ukrame On Local Counctls op CIt, ArtIcle 35, ArtIcle 38 Item 4

20 Cabmet ofMlnJsters ResolutIOn On Applying the Contract Form ofLabor Agreement With Management of
Enterpnses Under General State Ownership No 203 of 19 March 1993, ArtIcle 5
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dIrector and the Department of Communal ServIces under the Engmeenng Department of the
CIty ExecutIve CommIttee

3.1.4 Management Structure of Water UtIlItIes

Management structure of water utIlItIes depends on the scale of the enterpnses and on theIr
subordmatIOn In large cItIes (e g , KyIV, KharkIv, Dmpropetrovsk, Luhansk), water utIlItIes
are umted mto self-financmg branch productIOn aSSOCiatIOns In KyIv and KharkIv, however,
there are separate productIOn entItIes for the water supply and wastewater servIces, willIe m
other cItIes munICIpal water supply and wastewater servIces together, as a rule, form the
vodokanals
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Figure 3-2 Water Utility Management
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In large cItIes water utIhty enterpnses are subordmated dIrectly to the executIve commIttees
of the CIty councIls These enterpnses are self-financmg, operatmg accordmg to approved
charters, and carry out theIr own plannmg, financmg, orgamzatlonal, and operatIOnal
management, m self-financmg umts (water supply and wastewater pump statIOns, water
supply and wastewater network mamtenance umts, etc) FIgure 3-2 presents a management
dIagram of water utlhtIes and shows the pnnclple of theIr dual subordmatIOn to the State
CommIttee of ConstructIOn, ArchItecture, and Housmg Pohcy of Ukrame, and to the
ExecutIve CommIttee (oblast or CIty)
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• water abstractIOn
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Water UtilIty
DIrector

Vodokanal InstItutIOnal framework depends on the dimenSIOns of the enterpnses, theIr
capaCIty, and also on the productIOn technology A general hst of vodokanal productIOn
components is as follows

FIgure 3-3 InstItutIOnal Framework of Water and Wastewater UtIlIty

3.1.5 InstitutIOnal Framework ofVodokanals
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• pumpIng water With Stage I well pumps
• receivIng raw water from other sources21

• delIvenng raw water to customers for non-dnnkIng purposes through special networks
• water treatment at water-treatment plants
• receiVIng potable water from other sources and conveyIng It to pure water tanks
• pumpIng water Into the network by own booster pump statIOns
• receiVIng potable water from other sources dIrectly Into the network
• dehvery of water to customers

2 For wastewater disposal
• receiVIng wastewater from customers
• pumpmg wastewater to treatment plants
• mechanICal treatment settlIng basms, methane tanks, and sludge dryIng beds
• natural biological treatment farmIng fields and filtratIOn fields
• artifiCial bIOlogICal treatment blOfilters, aeratIOn tanks, and secondary settlIng baSInS

32 ASSESSMENT OF INSTITUTIONAL FRAMEWORK OF WATER
UTILITIES

The eXistIng reportIng structure, management, and mstltutlOnal framework of water utilIties
depends pnmanly on the legal and economic relatIOns between the state and the enterpnses

3 2 1 Assessment of Legal RelatIOns

• to transfer communally-owned faCIlIties for temporary usage
• to lease communally-owned faCIlIties
• to sell communally-owned faCIlItIes to enterpnses, orgamzatlOns, or CItIzens

Thus, City counCils have gIven over communally-owned faCIlIties - m particular, water
utilItIes assets - to vodokanals for temporary usage However, the terms of usage are not
specIfied, and thiS means that at any time the City councIls may deCide to charge for the lease
of these faCIlIties, or to sell them to anyone else

At thiS time, water utilIties belong to mUnIcipalIties RelatIOns between vodokanals and the
City councIls and theIr executive committees, as far as possessIOn and control of baSIC assets,
are stipulated by legisiatlOn22 By law3

, "the legal executor of communal ownership
(IncludIng of communal enterpnses) IS the City CounCIl, which through ItS authonty has the
nght

20Sep973-10

21 From other CitIes or enterprIses that abstract water

22 Laws of Ukrame On Property, No 697-XII of7 February 1991, and On Enterprzses, op CIt

23 Law of Ukrame On Local Councils op CIt
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3231 CrisIs of Non-payments

3 2.2 Assessment of EconomIC CondItIOns

24 TypIcal Vodokanal Charter (1996), based on the Laws of Ukrame On Property On Enterpnses and On
Local CounCIls all op CIt

EconomIc condItIons In the country have affected the economIC condItIOns of water utIlItIes,
mamfest In the followmg

20Sep973-11ept IVIVI756/uh reports\methd\R9methd3 wpd

In the early stages of pnce mcreases m the country and towards theIr onentatIOn to world
pnces, water utilIty fees (and fuel & energy, as well) were regulated and kept down by the
state The state regulatIOn of these utIlIty fees made the tranSItIOn penod eaSIer But thIS was
achIeved at the cost offinancml exhaustIOn of these natIOnally-Important utIlItIes, and In the
end thIs hardly had a pOSItIve mfluence on the UkraIman economy as a whole the rate of

• cnSlS of non-payments
• budget finanCIal cnSlS
• Investment cnSIS

The legal formulatIOn of relatIOns between CIty councIls and vodokanals IS stIpulated m the
charters of the latter The Charter4 stIpulates that "the CIty CouncIl transfers assets (of the
water utIlIty) to the balance sheets of the Vodokanal, wIth nghts of full economIC
management ExerclSlng these nghts, the enterpnse possesses, uses, and dIsposes of Said
assets at Its dIscretIOn, takmg any actIOns pertammg to them that do not contradIct actIve
legIslatIOn or the enterpnse's charter" SchematIcally, these relatIOns appear m FIgure 3-4

On the pOSItIve SIde, vodokanals are Independent economIC entItles, WIth theIr own planmng,
financIal, orgamzatIOnal, and operatIOnal management, and outSIde Interference In theIr
economIC or other actIVItIes IS not allowed ThIS means they can

• engage In other actIVItIes not proSCrIbed by law, and collect revenue from them
• Independently govern the salary pool, and wages and other Income of employees
• open settlement, hard currency, and other bank accounts
• receIve credIts from foreIgn partners

Thus, at first SIght It may appear that vodokanals have extensIve freedom as to the possessIOn
and dIsposal of basIc assets But the CIty councIls, as owners, reserve the nght to control these
assets, and the vodokanals can sell or exchange them only subject to a declSlon of the
executIve commIttees of the CIty councIls If vodokanals Wish to lease or wnte off baSIC
assets, they must obtam the approval of the mumclpal engIneenng department Furthermore,
whIle the CIty councIls should mvest m the Infrastructure of the water utIlItIes from theIr
budgets, accordmg to the law, and lIkeWIse the vodokanals should allocate part of theIr net
profit to water utIlIty Infrastructure, any assets created through these Investments
automatIcally come under the ownershIp of the counCIls
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mflatIOn mcreased, and both water and fuel & energy utIltties became de facto mterest-free
credItors for other branches of mdustry and the resIdentIal sector

Today, the mcome of water utIlItIes for the sale of theIr servIces does not cover productIon
costs The gradual pnce mcrease for servIces that was carned out dunng recent years has done
lIttle for the effectIve functIOnmg of vodokanals Contmumg and sigruficant lags m servIce
tarIffs, and also the contmumg SUbsIdIzatIOn of customers, IS leadmg water (and electncal)
utIlttIeS to the brmk of bankruptcy A large part ofvodokanal servIce productIOn costs IS
compnsed of electnclty expenses Permanent and protracted mdebtedness for electrIcIty WIll
result m decreases m the supply ThIS m turn WIll lead to reductIOn m the amount of servIces
produced by both utIlItIes Thus, the pncmg polIcy cnsls appears as an energy cnsls, leadmg
to an economIC cnsls, whIch then agam turns mto a pncmg cnsls There IS no end to thIS
CIrcle

If water utIlItIes accept payments for theIr servIces and payoff theIr debts m barter form or
apply mutual clearance of debts, they themselves nsk financIal cnSlS Moreover, even these
measures do not ensure full payment for servIces (collectIOn rate IS 60 to 70 percent)
Customer mdebtedness for water servIces dates back to 1994, and ItS amount mcreases WIth
each year Today, under condItIOns of mcreasmg non-payment, a cntIcallack ofcIrculatmg
assets, and agmg fixed assets, the problem for water utIlItIes IS one of theIr very survIval

On the other hand, the pnce/payment cnSlS JeopardIzes relIable, unmterrupted, and qualIty
water utIlIty servIces Lack of mvestment dIsturbs normal operatIOns, endangers SOCIal and
health condItIOns, and hmders development of the communal mfrastructure The major
reasons for thIS situatIO_O are stIpulated by macroeCOllQll11CS and fiscal polley, and lIe outSIde
the water utIlItIes themselves These problems need to be resolved by the state

3 2 2 2 Budget FmancIaI CriSIS

At the current state ofmarket transformatIOn of Ukrame's economy, the mam hmdrance to
structural reform of branches of the economy IS a cntIcal budget defiCIt RealIstIcally, thIS
means that the state has thrown off ItS oblIgatIOn to fully support the state sector WIth
necessary mvestments ThIS IS bemg achIeved through decentralIzatIOn of economIC
management, and mcreasmg power to the regIOns State mvestment IS contmuIng only for the
development ofpnonty branches of the economy and non-profit branches (health care,
educatIOn, SOCIal secunty, etc) MeanwhIle, the regIOns are also gOIng through theIr own
defiCIt crIses, and vodokanals, as well as other enterprIses, cannot count on the necessary
support from local budgets, eIther

In short, the UkraIman economy IS gOIng through a serIOUS CrISIS natIOnWIde, mamfested
above all by the absence of Investments needed for the development of Its Industnes
OvercomIng thIS CrISIS WIll be pOSSIble only WIth the mflow of domestIC and foreIgn
mvestment to Ukrame, and the amount and rate of thIS mflow wIlllffipact on the tIme It takes
to achIeve results In order to attract foreIgn mvestors to Ukrame It IS necessary to create
favorable condItIOns The mam barrIers to foreIgn mvestment are the followmg

• mstabIlIty of laws and Imperfect taxatIOn polIcy

•
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• unclearness m the field of property nghts, mamly concernmg natural resources

• contradIctIOn and partIal duphcatIOn of normatIve acts Issued by dIfferent state bodIes

• mconvertIbIhty of currency, collapse of the bank system, default on payments, and
lack of mformatIOn

3 2 2 3 Investment CrisIs

25 Report On the Current Techmcal ConditIOn o/Urban Water Supply and Wastewater Disposal Systems In

Ukraine, Urban Water and Wastewater Work Group, Program to Promote Sustainable Development In

Ukraine EPT Project (WestNIS RegIOnal Office, Kylv)
26 Current ConditIOn a/the Water and Wastewater Sector m Ukrame, presentatIOn by H Semchuk, FIrst
Deputy Head of the State Committee for Housmg and Communal Services of Ukrame, at the InternatIOnal
Congress on Ecology, Technology, and Economy of the Water and Wastewater Sector, Yalta, 15-19 Apnl1997

Moreover, constructIOn and mstallatIOn of new productIOn capacItIes has practIcally halted26

Dunng the 1980s and at the begmmng of the 1990s, the annual total capacIty of facIhties put
mto operatIOn represented 200,000 to 250,000 m3/d of water supply and 350,000 to 500,000
m3/d for wastewater removal and treatment WhIle thIS tended to reduce the dIsproportIOn
between water supply and wastewater dIsposal facIhtIes, last year's figures were only 30,200
m3/d of water supply and 5,900 m3/d of wastewater dIsposal

Today, the great mtensity of water utIhty capItal consumptIOn demands huge mvestments, not
only to mcrease productIOn capacItIes but Just to mamtam baSIC productIOn assets at theIr
current levels Moreover, because of the consIderable mertIa of water utIhtIes, due to long
myestment cycles and payback. penods, these enterpnse reqUIres tImely and contmuous
mvestmg Currently, however, there IS a notIceable reductIOn trend m mvestment m water
utIhtIes of Ukrame Exacerbated by the fact that baSIC assets are worn out, thIS can lead to
senous reductIons m water utIhty productIOn capaCItIes, whose rehabIhtatIOn WIll reqUITe
much more tIme and mvestment

Water utIhties are among the most capital-mtenslVe and slow-movmg branches of the
natIOnal economy The baSIC productIOn assets of UkraIman water utIhtIes are today mostly
spent and/or out of date The stIll actIve part of the baSIC assets urgently reqUIres not only
modernIzatIOn and rehabIhtatIOn but m many cases complete replacement The depreCiatIOn
penod IS expued for one-fourth (m terms of cost) of the assets of wastewater treatment plants
and dIstnbutIOn networks Of the dIstnbutIOn networks, 22 1 percent IS m a broken-down
state25 The financial eqUIvalent of every fifth pump statIOn IS finanCIally wrItten off- that IS,
one-half ofthe pump umts are wholly deprecIated and about 40 percent of them requue
replacement One-quarter of the wells need rehabIhtatIOn The breakdown rate for UkraIman
water supply networks IS 10 tImes hIgher than m European countnes, averagmg two
breakdowns per k.Ilometer of network per year

(
\;)
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• defiCIt ofown and borrowed mternal and external finanCIal resources, due to the
unfavorable mvestment clImate

• reduced financmg from the state budget, whIch IS not bemg compensated from other
sources, due to the dIfficult economIC sItuatIOn

• lack of effectIve economIC mstruments for the development of enterprIses and
productIOn based on own finances, as a result of poor prIce, taxatIOn, finanCIal polIcy

The lack of mvestments IS already havmg an adverse effect, shown m mcomplete planned and
preventIve repaIrS, usmg depreCIatIOn deductIOns for capItal and mamtenance repaIrS, and
contmumg use of spent and outdated eqUIpment Among the leadmg causes are

20Sep973-14ept IV1V1756/uh reports\methd\R9methd3 wpd

A protracted famme of mvestment WIll lead to an mvestment CrISIS for water utIlItIes that
could result m endangered publIc health and hampered SOCIal development of CItIes and
mhablted areas, because It would be extremely dIfficult to carry out one-tIme and short-term
measures for mamtammg or mcreasmg lost potentIal Agam, the major reasons for the water
utIlIty mvestment CrISIS are stIpulated by state macroeconomIC and fiscal polIcy, and lIe
outSIde the purvIew of vodokanals
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SectIOn 4
PADeo REPORT ON REFORMING WATER UTILITIES27

The PADCO (Planmng and Development CollaboratIve InternatIOnal) office m LVIV
developed a package of recommendatIOns aImed at Improvement of operatIOn of vodokanal
enterpnses, and mcluded a scheme for vodokanal restructunng whIch was supported by the
World Bank as a long-term model (see FIgure 4-1) To support thIs scheme, company
charters, model lease agreements, and performance agreements were also developed

ThIS scheme presents dIfferent relatIOns from the typIcal ones between communal enterpnses
and theIr owners -- the local authontles The first dIfference IS that there are no agreements
between both partIes A regulatory body and customer representatIOn are also absent
RelatIOns between vodokanals and authontles are today qUIte ngId and of an admIllistratIve
nature, and It would be to the advantage of both CItIes and vodokanals, and also customers, to
reform those relatIOns The above chart mcludes new aspects of the relatIOns proposed by
PADCO, that were supported by the World Bank as a long-term goal

In the center there IS a Jomt-stock company, whIch IS a water and wastewater enterpnse of
non-communal form of ownershIp PADCO suggests the type of thIS company to be a closed
Jomt-stock company, m whIch all shares are dIstrIbuted among ItS founders and cannot be
sold or bought In thIS way It IS pOSSIble to ensure greater stabIlIty m shared ownershIp by the
founders, and aVOid undeSIrable outSIde Impact on the operatIOn ofthe enterpnse In thIS case,
founders WIll have maXImum mterest m the profitable operatIOn of the enterpnse These
condItIOns could be understandable and deSIrable not only to Ukramian mvestors, but to
foreIgn ones Ifnecessary, the closed Jomt-stock company could be converted mto an open
Jomt-stock company

The most Important Issue m the process oftransformmg the state communal enterpnse mto a
Jomt-stock company IS the problem of seekmg pOSSIble shareholders among the workmg
collectIve or mdivIdual employees of the eXIstmg enterpnse, top management of the eXIstmg
enterpnse, outSIde mvestors (domestIC and foreIgn), pnvate operators, and customers of the
new company Each has advantages and dIsadvantages The most Important thmg when
lookmg for shareholders IS to mvolve addItIOnal outSIde mvestors wIllmg to contrIbute toward
first-pnonty capItal needs And It IS the Jomt-stock form ofthe enterpnse whIch WIll allow to
do thIS m the most effiCIent way

About formatIOn of a consumers' aSSOCIatIOn of as one of the pOSSIble shareholders of the
company, PADeO suggests estabhshmg It m the form of a pubhc aSSOCiatIOn, where every
customer of water/wastewater servIces Will be able to mfluence ItS operatIOn28

27 This section consIsts of a slightly abndged version of the USAID contractor PADeO's OptIOns ofReforming the
HOUSing and MUniCipal Sector and Water Supply System In Odessa (unpubl) Authonzed and With perrmsslOn
28 The process ofrestructurmg the Odessa Vodokanal started With the signmg ofa lease agreement In 1990, and
establishment and registratIOn In 1992 of a shareholders' aSSOCiatIOn As a result the enterpnse ceased to be
state owned and the shareholders' aSSOCiatIOn bought the fixed assets out of its profits However, at the time of the
study the shareholders' aSSOCiatIOn was not yet converted Into a busmess entity, as reqUired by the eXisting law on
leaSing A performance agreement was not signed, either, and outSide Investor funds were not incoming

•
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Accordmg to the proposed scheme, the newJomt-stock enterpnse would operate the fixed
assets (accordmg to eXIstmg legIslatIOn, local authontIes would remaIn the owner) under a
lease agreement, and a performance agreement would be sIgned between the enterpnse and
the CIty government WIth the purpose ofcontrollmg complIance WIth the reqUIrements of
both agreements, and resolvmg dIsputes between the partIes concernmg theIr oblIgatIOns,
formatIOn of a regulatory body IS suggested Its members should represent the mterests of
major partICIpants m the water supply and wastewater sector the CIty, the new enterpnse, and
customers All partIes must agree that any decIsIOn of the regulatory body IS bmdmg for them
BeSIdes, the functIOn of water and wastewater tarIff settmg and approval could be delegated
to tms body

ThIS scheme does not aIm to remove the CIty from mOnItonng the vodokanal operatIOns The
relatIOns between the CIty and the vodokanal are proposed to be of a dIfferent nature As
already mentIOned, a lease agreement and a performance agreement are concluded between
the owner of the fixed assets and the new company, and these agreements WIll regulate
relatIOns

The performance agreement for provIsIOn of water and wastewater servIces can also be used
to clarIfy relatIOns between the CIty and the new communal enterpnse The goal of tms
agreement IS to define nghts and oblIgatIOns of partIes WIth regard to the operatIOn of water
and wastewater systems, and Improved qualIty and mcreased volume of servIces The
agreement also proVIdes for customer relatIOns, and recognIzes the Importance of educatIOnal
campaIgns WhIle the partIes deCIde for what term the agreement IS sIgned, understandably It
may proVIde both for short- and long-term measures

Lastly, changes m UkraInIan legIslatIOn mIght mfluence the scheme For example, the
ConstItutIOn adopted last year stIpulates that oblast councIls cannot be owners of enterpnses
ThIS means that oblast vodokanals must be transferred to CItIes, wmch, m theIr tum, may
transfer them to oblast councIls for management In June oftrus year, a new law on local self
government was adopted ThIS Law establIshed stncter relatIOns between local governments
and enterpnses wmch belong to them Also, accordmg to thIS Law, the CItIes WIll set tanffs
for the servIces of communal enterpnses, and must approve these tanffs for enterpnses of
other forms of ownersmp The laws on state local admInIstratIOn, on communal property, and
on the management ofassets by nght of attorney currently under reView WIll mfluence the
future work ofthe water and wastewater sector

InternatIOnal expenence venfies the pnncipies fundamental to the success of these types of
enterpnses

• clear separatIOn between ownershIp and admmistratIOn
• regulatIve functIOn of state authonties
• customer mfluence on operatIOns and servIce qUalIty
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5 1 1 1 World Experience In PrivatizatIOn

5 1 VODOKANAL INSTITUTIONAL STRENGTHENING PROSPECTS

5 11 Prospects for Vodokanal PrIvatIzmg (DenatIOnalIzatIOn)

World expenence m pnvatIzatIOn of mUnICIpal property mcludes two of the most WIdespread
models, used m Great Bntam and France30
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29 Law of Ukrame On PrivatizatIOn ofAssets ofState Enterprises, No 2136-XII dated 4 March 1992
30 PrOject ofReforming State Property ofHOUSing and Communal Services ofUkraine deVIsed by the InstItute
of Economy ofIndustry (NatIOnal Academy of SCIences of Ukrame) for the Khvyha Water UtIltty, an open
Jomt-stock company m the town of Horhvka (Donetsk oblast), 1996

The French model of utIlIty prIVatIzatIOn IS less radIcal, and more acceptable for UkraInIan
condItIOns In accordance WIth the model, all components ofwater and wastewater utIlItIes,
except engmeenng mfrastructure (commUnICatIOns), may be transferred to the ownershIp of a
pnvate entIty, while the engmeermg mfrastructure IS handed over for "usage" (operatIOn,
mamtenance, and depreCIatIOn) The pnvate utIlIty owner enters mto an agreement With the
CIty AdmmistratIOn on provIdmg customers With water and wastewater servIces In theIr tum,
customers purchase lIcenses from the CIty admIillstratIOn for water and wastewater servIces

The model of pnvatIzatIon used m Great Bntam antICIpates the full transfer of all property to
a pnvate entIty Then, pnmary customers purchase from the owner a lIcence to get connected
to water and wastewater dIstnbutIOn systems In addItIOn, the customers pay the owner for the
amount of water consumed and wastewater dIscharged, based on set tanffs In thIS case, the
owner of the utIlIty establIshes tarIffs, takmg mto account hIs own expendItures The amount
of payments to the CIty budget depends on the owner's profit

SectIOn 5
METHODOLOGY FOR VODOKANAL INSTITUTIONAL

STRENGTHENING

Among the most complIcated entItIes for pnvatIzatIOn are mUnICIpal communal property,
mcludmg engmeenng networks related to gas, energy, heatmg statIOns, and water and
wastewater utIlItIes Under current UkraInIan legislatIOn29

, most of these objects may not be
pnvatized (components of engmeenng mfrastructure, mcludmg networks, bUIldmgs, and
eqUIpment mvolved WIth the productIOn or transportatIOn of water, wastewater, gas, or energy
for the central heatmg network), or they can be partly pnvatIzed

InstItutIOnal strengthenmg of CIty water and wastewater utilItIes (vodokanals) entaIls, first of
all, regulatmg the legal and economIC relatIOns between state structures and the vodokanal
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5 1 2 1 DefimtIon of Investments

5 1 1 2 Three Phases of the PriVatIZatIOn Process

Examples of mtellectual values are the followmg

• the nght to utIlIze natural resources
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• copynghts, mventor's nghts, models, mdustnal deSIgns (prOVIded they are legalIzed m
Ukrame)

• know-how technology, technologIcal, commerCial, and other technology presented as
technIcal documents, skIlls and expenence

• securItIes (shares, oblIgations, etc) and corporatIon fIghts (e g , ownershIp nghts
related to shares m a statutory fund)

• finanCial funds mcludmg target bank depOSIts and related nghts

• movable and Immovable property and the nghts related to It

After the first two phases are completed, durmg phase 3 an addItIonal Issuance of shares takes
place The amount of Issue depends on the amount of funds necessary for the constructIOn of
new faCIlItIes and mtroducmg new technologIes, allowmg to effectIvely mcrease the amount
and qualIty of servIces The shares are sold to legal and phYSIcal entItIes

Durmg the second phase, whIch takes place m parallel WIth the first, the shareholdmg
companIes enter mto an agreement WIth the CIty CouncIl that stIpulates (l) the amount, cost,
and qualIty of servIces and (2) the nghts and responsIbIlItIes of the partIes

Investments may mclude all kmds of property and mtellectual values Examples of property
values are the follOWIng

512 Prospects for Recelvmg Investments by Water UtilIties

Durmg Ukrame's tranSItIOn penod towards shareholdmg relatIOns, the pnvatizatIOn process
should be vIewed pnmanly as a transfer ofdIrect management functIOns from the state to
shareholdmg companIes, whIle the state remams the owner of prmcipal productIOn assets
(technIcal components)

FIrst, an open shareholdmg company IS set up on the baSIS of the water and wastewater utIlIty
The statutory fund conSIsts of fixed and cIrculatmg assets of the utIlIty The maxImum
pOSSIble number of shares IS sold to the utIlIty's employees, under current legIslatIOn, and the
remammg shares are sold to legal and phySIcal entItIes

PnvatizatIOn conSIsts of three phases The first and second phases are carned out
sImultaneously, whIle the thIrd phase IS Implemented only after the first two
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• mdustnal and servIce trademarks (provIded they are legalIzed m Ukrame)

5 1 2 2 Sources of Investments

Sources of mvestments can be the followmg

• funds of state budgets (central, oblast, and local)
• own funds of enterpnses
• mternal extra-budgetary funds
• foreIgn funds
• general state extra-budgetary funds
• mternatIOnal financIal assIstance, and voluntary donatIOns of UkraIruan and foreIgn

legal entItles
• mternatIOnal commercIal loans from mternatIOnal finanCIal structures, under

mternatIOnal agreements
• other sources, m accordance WIth Ukramlan legIslatIOn

5 1 2 3 Forms of Implementmg ForeIgn Investments

Under current legIslatIOn3
!, foreIgn mvestors are allowed to make the follOWIng kmds of

mvestments

• mdlvldual shares m set-up Jomt ventures
• purchasmg shares m set-up Jomt ventures
• settmg up companIes, branches, and other subdIVIsIOns under overall ownershIp of

foreIgn mvestors
• mdependent or Jomt (WIth another entIty) purchasmg ofnghts for land and natural

resources utIlIzatIOn
• purchasmg of other property nghts

Investments can be made mto shares (portfolIo and dIrect) and non-secuntIes DIrect foreIgn
mvestments are capItal mvestments mto securItIes (shares and oblIgatIOns) of the local partner
WIth the purpose of controllIng a block of shares Under the present economIC condItIOns,
settmg up Jomt ventures WIth foreIgn mvestors IS a bIg nsk for the mvestor, thus WIth a low
mflow of dIrect mvestments The undeveloped fund market and begmmng phase of the
secuntIes secondary market m Ukrame are reasons for the neglIgIble mflow ofportfolIo
mvestments

In order to reduce nsk, foreIgn mvestors prefer to make mvestments mto non-tangIble assets
(mstead ofdIrect mvestments) under contract, or non-securItIes mvestments The most
WIdespread forms of foreIgn non-SeCUrItIes mvestments are the followmg

• lIcense contracts
• management contracts

31 Law of Ukrame On ConditIOns/or Foreign Investment, No 93/96-BP dated 19 March 1996, Article 6

•
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• engmeermg and consultmg contracts

5 1 2 4 Reasons for AttractIOn of Foreign Investments

5 1 2 5 Why the PriVatIzatIOn of State Property IS Unpopular

However, dIrectors of enterpnses and theIr employees are not mterested m pnvatIzmg
outdated and worn-out assets In addItIOn, the current condItIOns mclude

• non-payment cnSIS
• mutual debts of enterpnses

20Sep975-4

32 Law of Ukrame On Introducmg Changes to the Law a/Ukrame 'On PrivatizatIOn ofAssets ofState
Enterprises I dated 19 February 1997
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Fmally, With an economIC cnsis on ItS hands, the government made an attempt to overcome It
by carrymg out an actIve campaign for pnvatIzmg the property of state enterpnses>2 "m order
to create a multI-structural, socIaI-onented economy of Ukrame, mcreasmg SOCIOeconomIC
effectIveness of productIOn and structural reconstructIOn of the Ukralman economy"

The uncertam progress of the UkraIman government m the area of state property pnvatization
started With ISSUIng a number of laws - On Property (1991), On PnvatzzatlOn ofAssets of
State Enterpnses (1992), On Enterpnses (1991), and others However, these laws prohibIted
more than they allowed

To Improve water and wastewater servIces, as well as management of the mfrastructure under
the current SItuatIOn IS pOSSIble only after conSIderable mvestments The reasons for the
necessIty of attractmg foreIgn mvestments mto water utIlItIes ofUkrame are the followmg

Engmeenng projects antICIpate, m general, two kmds of servIces engmeenng-construction
(dunng preparatIOn ofconstructIOn) and constructIOn (accomphshmg the whole cycle of
work, sometimes mcludmg procurement and assembhng of eqUIpment)

• shortage of state fundmg for mfrastructure rehabIlItatIOn
• lack of the latest engmeenng technologIes for practIcal applIcatIOn
• operatIOnal problems resultmg from lack of funds
• mefficlent management and orgamzatIOn of productIOn for provldmg servIces

ForeIgn mvestmg m shares may run m parallel to other forms ofmvestmg QUIte often non
securItIes mvestmg takes place before mvestmg m shares

Under hcense contracts, foreIgn comparues gIve local partners a hcense for usmg technology,
wIth reserved nghts for perpetual usage or for a certam penod of tIme Management and
consultmg contracts specIfy provldmg managmg and consultmg servIces to local compames
by foreIgn partners m varIOUS spheres of productIOn and servIces (e g , management and
organIzatIOn of productIOn, accountmg and reportmg, development of varIOUS proJects, etc)

-
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



52 POSSIBLE OPTIONS FOR INSTITUTIONAL STRENGTHENING

5 2.1 PrelImmary ActIOns

The process ofworkmg out polIcy for mstitutIonal strengthenmg of water utIlItIes reqUIres the
followmg actIOns

• long-term, smce It reqUIres conSIderable mvestments, WIth long payback penods
• well-coordmated and stable, because only thIS Will attract senous mvestors
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33 See AppendIX B
34 The Verkhovna Rada of Ukrame IS considermg a draft Law On Assets ofEnterprises WhICh could have an
even worse effect on the finanCIal condItIOn of busmesses
35 See SectIOns 3 2 2 1,333, and 3 223
36 Current legIslatIOn does not stIpulate enforced suspendmg of water supply to budget orgamzatIOns and
reSIdentIal sector for non-payment

On the other hand, management of water utIlItIes should approach the pnvatIzatIOn process
gIvmg It good thought, senously consldenng the economIC SItuatIOn m the country, theIr
finanCIal responsIbIlIties before the state, theIr economIC and finanCIal potentIal, and therr
technIcal condItIOn ThIS approach IS necessary, as It wIll ensure the effectIve carrymg out of
productIOn actIVItIes

Water utIlIty structure reqUIres a tImely and contmuous mflow of capItal mvestments
Presently, for water utIlItIes the most Important thmg IS devlSlng long-term polIcy for
mstItutIOnal strengthenmg, mcludmg legIslatIve and economIC foundatIOns for theIr effectIve
actIVIty ThIs polIcy should be

On the one hand, to leave water utIlIties as they are now wIll mean to destroy them ThIs IS
accounted for by lack of funds (1) for provldmg servIces (cnsls of non-payments and
mvestments35

) and (2) for mamtammg the mfrastructure even at eXlstmg levels Water utIlItIes
cannot overcome the non-payment cnsls on theIr own36

Water utilItIes belong to those branches ofmdustry that have a bIg share of fixed assets The
stagnatIOn of water utilItIes IS accounted for by the long duratIOn of mvestment cycles and
pay-back penods for capItal mvestments StagnatIOn and a large number of fixed assets do not
permIt carrymg out mamtenance measures or mcreasmg the exhausted potential of thIS sector

• destructIve effects of the eXlstmg taxatIOn system33

• lack of favorable pncmg polIcy
• lack of capItal mvestments
• lack of favorable legislatIOn34

, etc

Under the law on pnvatIzatIOn, but saddled WIth outdated assets, the state cannot expect that
pnvatizatIOn wIll be popular, unless favorable condItIOns are created
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StabIlIty m long-term legIslatIOn pohcy can be achIeved through the followmg actIOns

StabIlIty m long-term economIC pohcy can be achIeved through the follOWIng measures

5 2 3 Legal BaSIS for InstItutIOnal Strengthenmg

5 2.2 PrecondItIons for InstItutIOnal Strengthemng

20Sep975-6

37 Law of Ukrame On Local Councils op CIt
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• creatmg a favorable enVIronment for mvestmg m water utIlItles, regardless of the form
of ownershIp

Both mvestors and water utIhtles themselves reqUIre conSIderable funds and favorable legal
and economIC condItIOns for accomphshmg any mstitutlOnal strengthemng The mam
obJeCtlve of state mvestment pohcy must be

PossIble alternatIves for mstitutIOnal strengthemng of water utIlItIes are based on current
legisiatIOn37 whIch states that "the CIty CouncIl IS the nghtful owner of communal property
(mcludmg communal enterpnses), WIth the nght to transfer communal facIlIties for temporary
usage or lease, and to sell them to enterpnses, orgamzatIOns, mstitutIOns, or mdIvIdual
CItIzens" Related Issues are dIscussed m SectIOns 5 I and 5 2

• mtroducmg condItIOns allowmg to apply enforcement measures to non-payers
• suspendmg servIces to non-payers
• mtroducmg a law on bankruptcy

• workmg out a long-term plan for rehabIlItatIOn and development of water utIlIty
mfrastructure, takmg mto account the pnonty of proJects, theIr cost estimate, and
possIbIlIties for obtammg mvestments and theIr repayment

ConsIstency and stabIlIty of long-term economIC and legIslatIve polIcy for water utIlItIes WIll
aSSIst m creatmg the necessary precondItIOns for pnvatizatIOn ThIs polIcy needs to be
consIdered at the hIghest levels of government

• overall reVIew of the technIcal condItIOn of water utilItIes, surface and underground
eqUIpment, and accessory servIcmg departments, as well as theIr cost evaluation

• estabhshmg tarIffs for water utIhty servIces that ensure profitabIlIty of the enterpnse
• elImmatIOn of customer mdebtedness
• applymg a dIfferentIated approach m settmg norms and tarIffs, mcreasmg the

effiCIency of water consumptIOn
• mtroducmg a market of promISSOry notes, With the legal nght of the owner to turn the

nommal value of the notes mto a block of shares of the enterpnse-debtor
• applymg sanctIOns for vIOlatmg rules of water usage

•
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•

• creatmg favorable economIC condItIOns for attractmg UkrainIan and foreIgn
mvestments mto water utIlItIes

• settmg up an effectIve control over capItal mvestments presented as grants or loans,
that are desIgnated for water utIlItIes

• updatmg mecharusms for resolvmg conflIcts

• guaranteemg projected and adequate compensatIOn of losses m case of possIble
expropnatIOn

5.3 OPTION 1 - TEMPORARY USAGE

5 3 1 ImtIal CondItIOns

As mentIOned above, CIty councIls, as owners of communal property m Ukrame (mcludmg
publIc utIlItIes) are empowered to transfer communal faCIlItIes for temporary usage CIty
councIls, for the most part, have transferred water utIlIty faCIlItIes for temporary usage by
vodokanals, workmg WIth the vodokanals on a contractual baSIS

The contractual relatIOnshIp between vodokanals and local bodIes of self-government (CIty
councIls) IS typIcally of a bureaucratIC character The partIes do not seem to feel much mterest
and responsIbIlIty for the contract as a whole, or ItS fulfilment The contract set between the
CIty AdmInIstratIOn and the vodokanal dIrector does not oblIge the former to treat ItS assets
WIth appropnate responsIbIlIty of an owner Nevertheless, the admInIstratIOn (councIl) retams
the status of hIghest rulmg body, whIch allows It UnIlateral control over the actIOns of the
vodokanal dIrector

The ExecutIve CommIttee of the CIty CouncIl38 should finance the development ofhousmg
and communal servIces, and the water utIlIty m partIcular, and m thIs way mfluence the fixed
asset development of the latter But even as the owner, the local body ofself-govemment
cannot guarantee necessary levels of fundmg Thus, the vodokanal - as a servIce provIder 
cannot guarantee relIable, unmterrupted, or envIronmentally safe servIce And smce It does
not make any substantIal capItal mvestments of Its own In fixed asset development, the
vodokanal cannot have any Impact on It

The roles and responsIbIlItIes of water utIlIty property owners - CIty counCIls - have also
been unclear The nature of ownershIp ImplIes If not Improvement of one's well-bemg, at
least sustammg It at the same level Therefore, m order to upgrade the technIcal and finanCIal
status of water utIlItIes on the one SIde, and to mcrease the responsIbIlIty for theIr assets and
mcrease the councIl prestIge as that of owner, on the other SIde, the pOSSIbIlIty of Improvmg
the status of local counCIls as clIents should be conSIdered

I
I I

38 Law ofUkrame On Local Councils op CIt

ept lV1V1756/uh reports\methd\R9methd5 wpd 5-7 20Sep97



FIgure 5-1 OptIon 1 Legal RelatIOns

533 Improvement of Economic Relations

5.3 2 Improvement of Legal RelatIOns

The chent takes responSIbIlIty to reImburse the contractor's expenses on tIme and m full,
whIle the contractor takes over certam responSIbIlItIes concernmg lowermg productIOn costs
and financIal reportmg (see FIgure 5-2)

th
s
th
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39 FacIlItIes that can eXIst as mdependent enterprIses WIth theIr own complete set of assets

At thIS stage, lackmg own funds and WIth an absence of skIlls m effectIve management and
organizatlOn of servIce productIOn under new economIC condItIOns, It may be necessary to
mvolve foreIgn mvestment m the form of capItal mvestment as well as m the form ofnon
matenal assets The clIent sets a (non-secuntIes) agreement WIth a foreIgn mvestor that
becomes a consultatIve body on economIc-finanCial actIVIty management and technIcal
Issues

The mumcIpahty, as owner, would perform the functIOns of a chent, and vodokanals would
have the dutIes of a contractor (see FIgure 5-1) The chent, as owner, IS dIrectly responsIble
for the condItlOn and development of the water utIhty mfrastructure It manages the fixed
assets of techmcal facIlItIes belongmg to thIS mfrastructure The chent also transfers all non
technIcal economIC umts39 of the water utIlIty to the vodokanal, along wIth the nght of
economIC management (bUIldmgs, productlOn faCIhtles, workshops, garages, warehouses,
transportatlOn means, eqUIpment for mamtenance and repaIr, etc) The chent sets an
agreement on operatIOn and mamtenance of the water utIhty mfrastructure WIth the vodokanal
dIrector, to whom operatlOn and mamtenance are subordmated
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Figure 5-2 OptIOn 1 Economic RelatIOns

BIllmg for water supply and wastewater servIces IS done entIrely by the vodokanal, but the
payments are receIved by banks and transferred to the cbent's account TarIffs for water
supply and wastewater services should reImburse

• current operatIOn expenses
• current and capItal repairs
• taxes and obhgatory payments
• mvestments (as set up by agreement between a foreIgn Investor and the mumcipahty)

To overcome the cnSIS of non-payments, the chent should apply the followmg admmistrative
measures

Sources and destmatIOns offinancmg are descnbed In FIgure 5-3 The mumcipalIty, bemg m
charge, takes over all responsIbIlIties concemmg Investment loans ForeIgn Investments,

• mtroduce enforced payment collectIOn
• suspend servIces to debtor customers
• Impose fines for mefficlent water usage
• rehablhtate the eXlstmg new water utlhty mfrastructures, and construct new ones

Tanffs should ensure makmg a profit, and should not depend on the consumer group Mutual
clearmg of debts procedures should be agreed between the City and oblast councils In
partIcular, mutual clearmg of debts should be permItted when the former has a hable tax
payment to the oblast budget, and the latter has not paid m tIme for water supply and
wastewater servIces
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funds from the local budget, and part of net profit, after supplIers are paid, are spent on
rehabIlItatIOn and new constructIOn of water utIlIty mfrastructure

payments for
water &

sewerage

budget capital
allocations

foreign
Investments

CLIENT
MUniCipality,

Consultative Body

CONTRACTOR
Vodokanal

service
Improvement

projects

Infrastructure
renewal

operations and
maintenance

FIgure 5-3 OptIOn 1 Fmancmg Sources and DestmatlOns

In the proposed optIOn It IS pOSSIble to allow employee buy-out of all non-techmcal economIC
UnIts of the water utIlIty, whIle the pnncipal clIent-contractor relatIOnslup remams the same

5 3.4 Advantages

• dIstmct dIVISIOn of nghts and dutIes between the owner and the contractmg enterpnse,
on each area of work

• mcreased responsIbIlIty of the mUnIcIpalIty takmg charge, and not Just a hIgher rulmg
body

The proposed Improvement m relatIOnslup between the mUnIcIpalIty (clIent) as the owner of
fixed assets, and the vodokanal (contractor) as temporary user of communal property has the
followmg advantages
• each party of the agreement corresponds to Its descnptIOn the mumcipahty - the

property owner - guarantees the deSIred level of servIces and payments, and
vodokanal guarantees rehable, unInterrupted, and envIronmentally safe servIces

•
I
I
I
I ept IVIVI7~6/uh reports\methd\R9methd5 wpd 5-10 20Sep97



• bemg legally and finanCIally dependent

• may be undeSIrable and burdenIng for the mUnICIpalIty

• neceSSIty of tImely repayment of loans throughout a number of years

• thIS kmd of mstItutIOnal strengthenIng does not reqUIre consIderable fundmg

20Sep975-11ept IVIVI756/uh reports\methd\R9methd5 wpd

• a step back for the vodokanal from comparatIve mdependence m ItS economIC
actIVItIes, bemg a self-sustammg legal entIty, to becommg a contractmg enterpnse,
operatmg and mamtammg the clIent's assets and bemg totally controlled

40 The CIty counCil, wlthm Its budget, can cancel or reduce local taxes
41 The City counCil should mvest m water utility mfrastructure, beSIdes It can allocate money for current
operatIOnal needs
42 Applymg admmlstratlve measures
43 Law of Ukrame On Local Self-Government m Ukrame (op Cit) reads that "fmanclal expenses of local self
government bodies mcurred as a result of carrymg out mstructlOns Issued by government and not supported by
appropnate finanCial resources should be reimbursed by the state" (Article 67)

The proposed Improvement m relatIOnshIp between the mUnICIpalIty (clIent) as the owner of
fixed assets, and the vodokanal (contractor) as temporary user ofcommunal property has the
followmg dIsadvantages

ThIS optIOn can be of a temporary nature It may allow to create the underpmmngs for a water
utIlIty to tranSItIOn to more progreSSIve and advanced types of economIC management

The proposed optIOn of mstItutIOnal strengthenIng can be applIed durmg the present penod of
overcommg the economIC cnSIS m the country PartIcularly smce durmg thIS penod the state
IS mvolved m solvmg problems connected WIth the followmg

5 3 5 DIsadvantages

• cnSIS of non-payments
• mutual lIabIlIty of enterpnses
• establIshmg favorable laws and tax systems
• settmg preferable condItIOns for water utIlItIes of any form ofownershIp

• the mUnICIpalIty (owner) IS able to solve many more water utIlIty problems at ItS own
level (e g , on taxmg40

, mvestments41
, servIce payments42

) than the vodokanal dIrector

• both partIes are matenally mterested m effiCIent productIOn and economIC actIVIty of
the water utIlIty

• sImplIfied procedure for mvestments, reducmg the nsk for foreIgn mvestors, and
possIbIlIty for them to be gIven guarantees43
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5.4 OPTION 2 - LEASING
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Figure 5-4 OptIon 2 Legal RelatIOns
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44 Law of Ukrame On Local CounCils op Cit
45 Based on the example oftransfonmng a state-owned enterpnse mto aJomt venture report of the Chief
Engmeer ofSAUR NEPTUN company from Gdansk, at the PADCO workshop on 19 October 1996

In thIS optIOn, vodokanals would be leaSIng the Infrastructure of the water utIlIty from the CIty
authonty The munICIpalIty would engage a foreIgn Investor (as a shareholder) for
cooperatIOn WIth the vodokanal, aImIng to receIve Investments for ImprOVIng water utIlIty
management and operatIOn of productIOn means, as well as for rehabIlItatIOn of Infrastructure
Co-owners of the Jomt-stock company (Jomt venture) would be the muruclpalIty and the
foreIgn mvestor45 The agreement should stIpulate the nghts and responSIbIlItIes of the Jomt
venture as a management company, and ways of ItS control by the munICIpalIty as owner (see
FIgure 5-4)

5.42 EstablIshmg Legal RelatIOns

• beIng of a temporary nature

In accordance wIth the Law44
, CIty councIls, as owners ofcommunal property In UkraIne

(IncludIng publIc utIlItIes) are empowered to transfer communal faCIlItIes for lease

5 4 1 ImtIaI ConditIons

• total control over the financIal actIvIty for every economIC umt

• regulatIOn over the enterpnse's operatIOns

I
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5.4 3 Estabhshmg Economic RelatIOns

Every sIgmficant mvestment aImed at mfrastructure rehabIhtatIOn would reqUIre econOmIC
evaluatIOn Jomt venture activitles would be done accordmg to the strategIc busmess plan

InstItutIOnal framework reforms should also be carned out withm the Jomt venture As a
result of such reforms, responsIbIhties and subordInatIOn should be clearly defined and
arranged by the pnnciple ofmmimum hIerarchy, delegatIOn of authonty, and effectIve work
by the staff
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The municipahty makes Its contnbutIOn to the JOInt venture In kmd - WIth the water utIhty
mfrastructure, and the foreIgn mvestor contnbutes Its share m stock CorrelatIOn of
contnbutIOns mto the total capItal of the JOInt venture IS determIned together by the co
owners and stIpulated In the agreement (see FIgure 5-5) Involvement of a foreIgn mvestor
can be Implemented by transformatIOn of a non-stock share of foreIgn capItal (e g , foreIgn
consultmg body) mto stocks

The agreement should be sIgned for a long term, and should foresee the possIbIhty of
revIewmg the provlSlons as a result of changmg laws and norms The success of reforms and
Improvement of servIces to a deSIrable level In such a cost-consumIng and stagnant bUSIness
as a water utIhty are possIble only on condItIOns of long-term relatIOns, a suffiCIent amount of
cash, apphcatIOn of modem technologIes, and the best management expenence Expenence
and hIgh quahficatIOns m the area of management, organIzatIOn, operatIOn, and knowledge of
new technologIes by a foreIgn partner could aSSIst In effectIve productIOn and economIC
operatIOn of the water utIhty
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drawn up by the co-owners (munIcIpalIty and foreIgn shareholder) ThIs plan would consIst of
several parts, two of WhICh would be dIrectly connected WIth tarIffs

• operatIOns budget (ProductIOn expenses)
• rehabIlItatIOn and development plan

Sources and destmatIOns of financmg for thIS optIOn are shown m FIgure 5-6 TarIffs for
servIces prOVIded by the vodokanalJomt venture should do the followmg

JOINT VENTURE
(Lessee 

Vodokanal, Share
holder - foreIgn

Investor)

payments for
water &

sewerage

accumulated
lease

payments

MUNICIPALITY

budget capital
allocations

FIgure 5-6 OptIon 2 Fmancmg Sources and DestmatlOns

• cover all current expendItures for operatIOn of faCIlItIes
• cover expendItures on mamtenance and capItal repaIrs
• cover lease payments
• proVIde for payment of taxes and oblIgatory payments
• create the pOSSIbIlIty for formmg consumptIOn and accumulatIOn funds
• ensure the Jomt venture's profit
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A portIOn of the revenue from provldmg servIces would be allocated for sustaImng
productIOn The Jomt venture would receIve Its profit from recovenng productIOn
eXllendltures The maxImum hmlLofprofitablhty would be set by the CIty Councl1, whl1e the
budget ofthe Jomt venture would be approved by shareholders The rehabIhtatIOn and
development plan would determme the portIOn of expendItures whIch goes for lease payment,
thIS plan, prepared by the Jomt venture, should be confirmed by the CIty TarIffs for every
year are also confirmed by the mumclpahty

For lease relatIOns to be normal, a new structure oftanff settmg should be created Two mam
components whIch mfluence the cost of servIces are

• productIOn expendItures
• lease payment

Lease payments would go to a mumcipal earmarked fund, to be used only for financmg
projects mmed at rehabIhtatIOn and development of the water utIhty The contract could also
stIpulate other sources of financmg these projects (loans, credIts, SubSIdIes, etc)

5.4.4 Advantages

The Jomt venture optIOn has the followmg potentIal

• to draw foreIgn mvestments at a tIme when enterpnse's own funds are not suffiCIent
• to accumulate funds m the form of lease payments, and use these funds for

rehabIhtatIOn and development of the water utIhty
• to apply expenence and knowledge of foreIgn speclahsts m the area of management

and organIzmg productIOn, new technologIes, accountmg and reportmg, mvestment
project development, etc for Improvmg the enterpnse's actIVIties

• to Improve techmcal condItIOns of the water utIhty Via mvestments by co-owners
• to Improve servIce

Another advantage IS that there IS no need to pay back loan pnncipal and mterest regularly
over a penod of many years

545 DIsadvantages

The Jomt stock company (jomt venture) m many areas of ItS productIOn and economIC
actIVItIes WIll depend on the deCISIOns of ItS co-owner, the murucipahty These areas are

• approval of annual budget
• development of plans for water utIlIty rehabIhtatIOn and development
• financmg of projects for utIhty rehabIlItatIon and development
• settmg tarIffs for servIces
• settmg the maXImum profitabIlIty norm for the Jomt venture
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55 OPTION 3 - PRIVATIZED WATER UTILITY (JOINT-STOCK
COMPANy)

5 5 1 ImtIal ConditIOns

In accordance wIth the Law46 CIty counCIls, as owners of communal property m Ukrame
(mcludmg publIc utIlItIes), are empowered to sell communal facIlIties

5.5 2 EstablIshmg Legal RelatIOns

• all technIcal facilItIes48 of the water utIlIty would remam m the ownershIp of the CIty
• all remammg assets (non-technIcal faCIlItIes and current assets) would be used for

creatmg the vodokanal Jomt-stock company
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47 Prmclples of the French model were used
48 Fixed assets dIrectly used ill productIOn

ept IVlvl756/uh reports\methd\R9methd5 wpd

The maxImum pOSSIble share of stocks would be sold to the employees of the enterpnse, m
accordance WIth eXIstmg legIslatIon The rest of the stocks would be sold to legal and
phYSIcal entItIes Those who purchase non-technologIcal facIlItIes (asset complexes) would be
gIven the rIght to own, use, and manage these faCIlItIes startmg from the date of prIVatIzatIOn
(order Issued by the state prIVatIzatIOn agency) These asset complexes are mdependent

In thIS optIOn, the mumcipalIty would transfer mfrastructure faCIlItIes of the water utIlIty for
usage by the Jomt-stock company created out of the vodokanal (see FIgure 5-7)
TransformatIOn of the water utIlIty mto a Jomt-stock company, WhIch IS based on removmg It
from state ownershIp47, would be done m the followmg way

•
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productIOn umts capable of perfornung a clearly defined productIOn functIon As a result of
the reform, productIOn functIOns would be dIvIded and clearly defined between asset
complexes, Improvmg the effectIveness of theIr operatIOns

5.5 3 EstablIshmg Economic RelatIOns

EconomIC relatIOns for thIS optIOn are descnbed m FIgure 5-8
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•

Figure 5-8 Option 3 Economic RelatIOns

In order to mcrease the amount and quahty of servIces, addItIOnal stocks could be Issued ThIS
way, local mvestment funds would be attracted by dIstnbutmg stocks among legal and
physIcal entItles m the CIty, and used for constructmg new facIhties or mtroducmg new
technologIes The value of stocks to be Issued would be determmed by the SIze of requIred
finanCIal resources for constructIOn of new facIlItIes or mtroductIOn of new technologIes
whIch Will allow to qUickly Improve servIces

TarIffs for servIces prOVIded by the vodokanal Jomt-stock company should do the follOWing

• cover all current expendItures for operatIOn of facIhties
• cover expendItures on mamtenance and capItal repairs
• partly cover the need m capItal mvestments (the amount IS determmed based on the

agreement WIth the mUillcipalIty)
• proVIde for payment of taxes and oblIgatory payments
• create the possIbIhty for formmg consumptIOn and accumulatIOn funds

I
I
I
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• bnng profit for the vodokanal Jomt-stock company

MUNICIPALITY
(technical faCIlities)

ResponsIbIlItles concermng fundmg would be dIvIded between the mumcipalIty and the Jomt
stock company (see FIgure 5-9) The mumcIpalIty finances constructIOn of new technologIcal
facIlItles and mfrastructure of the water utIlIty, and provIdes eqUIpment for these faCIlItIes
(transferred to the Jomt-stock company), usmg budget and non-budget funds, as well as funds
receIved from mvestors and mumcIpalloans The mUnICIpalIty would also finance
reconstructIOn of operatIng facl1ItIes for expandIng productIOn capaCIty, and cost-consumIng
water qualIty Improvement projects

budget capital
allocatIons

JOINT-STOCK
COMPANY

(non-technical
faCIlities)

payment for
water &

sewerage

I
I
I
I
I
I
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FIgure 5-9 OptIon 3 Fmancmg Sources and DestmatlOns

Out of Its profit, the Jomt-stock company would finance all operatIOnal expenses, prOVIde for
the creatIOn of current funds, purchase eqUIpment for mamtenance and capItal repairs, and
cover expendItures on repamng of all kmds of structures whIch belong to the water utllIty
mfrastructure A portIOn of profit equal to depreCIatIOn of fixed assets whIch remam m the
ownershIp ofmumcIpalIty, and part of the Jomt-stock company's net profit, are allocated for
fundmg of reconstructIOn and capItal constructIOn of munICIpal eqUIpment

I
I
I
I
I
I
I
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maintenance
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A pnvatized vodokanal Jomt-stock company would have the followmg dIsadvantages

A pnvatized vodokanal Jomt-stock company would have the followmg advantages

5 5 5 DIsadvantages

5.5.4 Advantages

20Sep975-19ept IVIVI756/uh reports\methd\R9methd5 wpd

• murucipalIty stIll controls enterpnse actIVItIes
• mUnICIpalIty stIll regulates enterpnse actIVItIes
• mUnICIpalIty stIll sets cost of servIces
• ImpOSSIble to make facIlItIes located above ground level (pump statIOns, water tanks,

wastewater treatment faCIlItIes) a part of the Jomt-stock company
• qUIte a strong finanCIal dependency on the mUnICIpalIty remams

• capabIlIty of drawmg funds of local mvestors wIth the purpose of conSIderable
Improvement m servIces

• abIlIty to own, use, and manage Its share of property
• clearly defined dIvISIOn of functIOns and responsIbIlItIes between co-owners
• clearly defined dIvISIOn of finanCial responsIbIlItIes between co-owners
• capabIlIty to develop new areas of actIVItIes based on managmg Its own share of fixed

assets, and generate addItIOnal profit from these actIVItIes
• Improved finanCial secunty, stabIlIty, and freedom
• abIlIty of long-term plannmg of water utIlIty development as a result of achIeved

finanCIal stabIlIty

The method of creatmg a Jomt-stock company, based on takmg fixed non-technology assets
and current assets out of state ownershIp, can be applIed at the present tIme of development of
the economy and stabIllZ1ng legal, financIal, pncmg, taxmg, and mvestment polICIes
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Section 6

CONCLUSIONS

6 1 STRATEGIC POLICY

SInce central government capItal fundIng IS not readily available, the vodokanals should
essentIally be self supportIng for thIS also The exceptIOn could be In the fundIng of system
expanSIOns to meet new needs created by actIOns of the State

The most strategIc ObjectIve that the State can have for ItS vodokanals IS that they be self
supportmg for both operatmg and general capItal expenses related to the prOVISIon of SUItable
water and wastewater servIce for the populatIOn

To fulfill thIS polIcy the vodokanals must rely almost entIrely on theIr customers to pay the
costs associated WIth the operatIOn, mamtenance and renewal of the water system Even WIth
a loan from outSIde sources It wIll be necessary that the vodokanal consumers pay to servIce
the loan
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At thIS tIme, when the UkrainIan economy IS transformmg Itself mto a mIxed-type economy
based on transferrmg state-owned property and prIVatIzmg mdustrIal enterpnses, the Issues of
methodologIcal groundmg for structural changes m regIOnal mdustnal complexes, and
determmmg economIcally effiCIent balance of ownershIp of dIfferent types of productIOn
means, have gamed partIcular Importance Not the least Important m terms of mstltutIOnal
change IS the Issue of partIal transferrmg of state-owned munICIpal utIlItIes, mcludmg those
mvolved m water supply and wastewater collectIOn They are among the most complex when
It comes to transfemng munICIpal communal property Fmdmg the proper mstItutIOnal
framework to do thIS wIll be an Important task for the future

Under eXIstmg condItions m Ukrame, the abIlIty to obtam funds from central government
essentIally does not eXIst Nevertheless the housmg and communal sector eXIsts and operates,
as before, accordmg to the centralIzed economy pnncIples In order to survIve m thIS new
SItuatIOn, the housmg and communal sector must be restructured so as to obtam the needed
funds to eXIst

In the post-war years m Ukrame, housmg and utilItIes, especIally the water supply and
wastewater facIlItIes, under the responsIbIlIty of local radas, were largely constructed usmg
state budget funds plus funds generated from shared partIcipatIOn of mInIstnes and agencIes
Enormous state resources were used to create the eXIstmg mfrastructure Over the years thIS
mfrastructure has became old and worn as much of It has reached the end of Its servIce lIfe
Therefore, m addItion to capItal repairs, much of the system reqUIres reconstructIOn as well as
the constructIOn of new faCIlItIes In the centralIzed economy these Issues, although qUIckly
undertaken, were almost always resolved usmg state fundsI
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6 2 INSTITUTIONAL STRENGTHENING

Several optIOns for mstItutIOnal strengthemng were set forth m thts manual These mcluded

• Temporary usage

• Leasmg
• PnvatIzed water utIlIty (Jomt-stock company)

All of these mvolve dIfferent relatIOnshIps between the vodokanal and mumcIpalIty The
ImplementatIOn of any of these wIll reqUIre some financIal stabIlIty before they can occur In
any of these relatIOnshIps there IS a place for outsIde mvestors and assIstance to the
mumcIpalIty or vodokanal However an outsIde mvestor wIll not be attracted unless there IS
financIal stabIlIty and It IS equally Important that an there be an advantage to both the outsIde
partIes (lIke a foreIgn mvestor or management group) and the murucIpalIty Some of the
advantages of an outsIde, or foreIgn, management andlor techmcal group assIstmg the
vodokanalIs that the group wIll bnng m new Ideas and technologIes that can be used by the
mUnIcIpalIty and vodokanal to help them to adapt to outsIde changes

It IS suggested that changes m the mstItutIOnal framework of the organIzatIOn be done
carefully WIth long term goals of servIce and financmg m mmd None of these structures WIll
be an Improvement over the eXIstmg structure If there Isn't a dependable flow of cash mto the
system from the consumers

InstItutIOnal strengthemng should be an evolutIOnary process that develops as the system
Improves mternally to meet the new condItIOns m the commumty In the end the strength of a
vodokanal wIll be dependent on the strength of the economy of the communIty It IS assocIated
wIth as thIS WIll be the ultImate source of fundmg to keep It m busmess
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AppendIX A

LEGISLATIVE ACTS RELEVANT TO VODOKANALS

Decree of the PresIdent On CorporatlzatlOn ofEnterprzses, No 210-93 of 15 June 1993

Law of Ukrame On Land Lease of3 July 1992

Law of Ukrame On Investment ActIvItIes of 18 September 1991

Cabmet of Mmisters ResolutIOn On Pncmg under ConditlOns ofReformmg the Economy,
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Decree of the PresIdent On Strengthenmg EconomIC Underpmnmgs ofSelf-Government of
CUles ofUkrame No 84/94 of 12 March 1994

Cabmet ofMmisters Decree On PnvatIzatlOn ofIntegrated Property Complexes ofState
Enterprzses or theIr Structural SubdlvlslOns, No 57-93 of20 May 1993

Temporary Rulesfor Water Usage m LVIV of9 Apnl1993

Cabmet of Mmisters ResolutIOn On Applymg the Contract Form ofLabor Agreement wIth
Management ofEnterpnses under General State OwnershIp, No 203 of 19 March
1993

Cabmet of Mmisters ResolutIOn On the Procedure ofIssumg PermIts for SpeCIal Usage of
Natural Resow ces and Settlng LImIts on the Usage ofResources ofNatlOnal
Importance, No 459 of 10 August 1992

Law of Ukrame On PnvatIzatlOn ofAssets ofState Enterpnses, No 2163-XII of 4 March
1992

Law of Ukrame On Pnces and Pncmg, No 507-XII of3 December 1990

Law of Ukrame On the Lease ofState Property, No 2269-XII of 10 Apnl1992

Law of Ukrame On EconomIC AssoczatIom, No 1576-XII of 19 September 1991

Law of Ukrame On Local Counclls ofPeople's DeputIes and Local and ReglOnal Self
Government, No 2234-XII of26 March 1992

Law of Ukrame On EnterprIses m Ukrame, No 887-XII of27 March 1991

Law of Ukrame On Property, No 697-XII of7 February 1991

Law of Ukrame On Securules and Stock Exchange, No 120 I-XII of 18 June 1991

Law of Ukrame On Pnvate Enterpnses, No 698-XII of7 February 1991
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No 733 of21 October 1994

Law of Ukrame On Local Self-Government m Ukrame, No 280/97-BP of21 May 1997

Water Code ofUkrame, by Verkhovna Rada ResolutlOn, No 213/95-BP of 6 June 1995

Law of Ukrame On CondztIOns for Forezgn Investments, No 93/96-BP of 19 March 1996

Law of Ukrame On TaxatlOn ofthe Profit ofEnterprzses, No 334/94-BP of 28 December
1994

20Sep97A-2

Cabmet ofMmisters ResolutIOn On Inventorymg State Owned Assets not Included mto
Statutory Funds ofJomt Stock Companzes Establzshed m the Course of
Corporatzzatzon and PrzvatzzatIOn, No 757 of 15 July 1997
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RegulatlOns on the Purchase ofCzrculatmg Assets by Lessee, approved by Cabmet of
Mmisters Decree No 629 of 10 August 1995

Law of Ukrame On Amendments to the Law o/Ukrame 'On TaxatlOn o/the Profit of
Enterprzses', No 283/97-BP of22 May 1997

Law of Ukrame On Intl0ducmg Changes to the Law ofUkrame 'On PrzvatzzatlOn ofAssets of
State Enterprzses', of 19 February 1997

Rules for OperatIOn ofCommunal Water Supply and Sewage Systems m Cztles and Vzllages
m Ukrame, Issued by State Committee for Housmg and Communal Services of
Ukrame 1 July 1995

Rules for Applymg the Law ofUkrame 'On TaxatIOn ofthe Profit ofEnterprzses', by
Verkhovna Rada ResolutIOn, No 247/95-BP of27 June 1995

Cabmet ofMIllisters ResolutlOn Methodology for the ValuatlOn ofAssets whIch are Subject
to PrzvatlzatIOn, No 36 (36-95-n) of 18 January 1995

Order of the State Property Fund and the Millistry of Economy of Ukrame On Approvmg the
TYPIcal Charter ofthe Open Jomt Stock Company, No 787/177 of 12 December
1994

Law of Ukrame On Amendments to the Law ofUkrame 'On the Lease ofState Property', No
98/95-BP of 14 March 1995

Cabmet of Mmisters ResolutlOn On Approvmg BasIc Statements ofProductlOn Costs at the
Enterprzses and OrganzzatlOns, No 759 of 10 November 1994

TYPIcal Charter ofthe Open Jomt Stock Company approved by the Order of the State
Property Fund and the Mmistry of Economy of Ukrame, No 787/177 of 12 December
1994
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Decree of the PresIdent On Estabhshmg the State Commlttee for ConstruetlOn, Arehlteeture,
and Housmg Polley ofUkrame, No 773/97 of 11 August 1997

Law of Ukrame On Forelgn Investments
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5 The enterpnse IS to pay a tax for usage of water resources The tax IS set at 003 UAH
for one CUbIC meter of water used by the enterpnse for Its productIOn needs

7 The enterpnse pays Road Tax for constructIOn, reconstructIOn and mamtenance of
roads of general usage The tax equal s 1 2 percent of the revenue -

AppendIX B
TAXES AND OBLIGATORY PAYMENTS

20Sen97B-1ept IVlvl756/uh reports\methd\R9methdb wpd

12 The enterpnse IS to pay a tax for overdrawmg from the salary fund The amount to be
taxed IS the amount actually paid under the salary fund Items less the estImated salary
fund The tax equals 30 percent of the dIfference between the two amounts

11 The InnovatIOn Tax equals one percent of sales revenue less VAT Then 30 percent of
thIs amount goes to the Oblast mnovatIOn fund and the remamder IS retamed by the
enterpnse

10 Value Added Tax The amount of the tax equals 20 percent of the revenue receIved
from the sales of goods, and servIces The VAT IS Included Into goods or servIce's
pnce or tanffs

9 The Land Tax IS estImated on the baSIS of the area of a land parcel transferred to the
enterpnse Into termless usage, and land tax rates

8 TransportatIOn Tax IS calculated on the basIs of establIshed tax rates takmg Into
account the number ofvehIcles aSSIgned to an enterpnse as of January 1 of the current
year, cylInders' volume or motor capaCIty of each type and make of motOf vehIcles

2 The enterpnse IS to male oblIgatory payments to the SocIal Insurance Fund The
payments Ito thIS fund equal 5 5 percent of actual labor costs (IncludIng 1 5 percent to
the Employment Fund)

1 An enterpnse IS to pay 30 percent of the profit to the budget The profit equals the
total gross proceeds of the enterpnse less VAT, total productIOn costs, depreCiatIOn
deductIOns estImated accordmg to data of the taxatIon records

3 The enterpnse IS to make oblIgatory payments to the PenSIOn Fund whIch are set at 32
percent of actual labor costs

6 GeologIcal ExploratIOn Tax equals the amount of water abstracted at well fields
multIplIed by the cost of one CUbIC meter (l 16 UAH per 1000 m3

)

4 The enterpnse's payments to Chornobyl Fund are set at 10 percent ofactual labor
costs The purpose of the fund IS to elImInate after-affects of Chornobyl catastrophe
and ensure socIal maIntenance of populatIOn
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14 Communal Tax IS set at 10 percent of a mmImum non-taxed salary (17 UAH) for each
employee ofan average regIstered number of personnel

13 Income tax on resIdents The total taxed mcome mcludes an mcome receIved for
fulfillmg workmg responsIbIlItIes, other cash and m-kmd payments receIved as a
result of provIdmg by the enterpnse of matenal and SOCIal benefits to ItS employees at
the expense of the enterpnse Employees' mcome IS taxed under dIfferentIated scale
of tax rates
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Table
DistrIbutIOn of Taxes and OblIgatory Payments between LVK and Budgets of

Different Levels

No Tax or Payment Name State Oblast City Extra- LVK
Budget Budget Budget budget

Funds
I VAT l 100%
2 Profit Tax2 60% 40%
3 Land Tax2 10% 90%
4 TransportatIOn Tax3 100%
5 Communal Tax4 100%
6 Geological-ExploratIOn Tax5 100%
7 Water Resources Tax6 80% 20%
8 Road Tax? 100%
9 Chomobyl Tax8 100%
10 Employment Tax9 100%
11 SOCIal Insurance Fund Payment9 100%
12 PensIOn Fund Payment!° 100%
13 InnovatIOn Fund Paymentll 30% 70%
14 Payment for Overdrawmg from 30% 70%

Salary & Bonus Fund12

15 Income Tax on Cltlzens2 50% 50%
Notes
I Article 5 of Law of Ukrame On 1997 State Budget of Ukrame, No 404/97-BP (Halytskl Kontrakty,

No 33,1997)
2 Ibid, Item 5 of ResolutIOn of LVIv Council No 3199 dated 31 July 1997 (Vysoky Zamok, 1997, No 142

dated 10 September 1997)
3 Article 3 of Law of Ukrame On TransportatIOn Tax (Halytskl Kontrakty), 1997 No 17)
4 Article 15 of Law of Ukrame On Taxation System No 77/97-BP (Halytskl Kontrakty), 1997 No 13)
5 Article 3 of Law of Ukrame On 1997 State Budget of Ukrame ,op Cit
6 Article 32 of Water Law of Ukrame (Holos Ukramy, 1995 No 133 dated 20 July 1995)
7 ArtIcle 3 of Law of Ukrame On 1997 State Budget of Ukrame ,op Cit
8 Ibid, Article 1 of Law of Ukrame On Formation ofChomobyl Fund and Social Insurance of PopulatIOn

(Dllo, 1997 No 54)
9 Article 3 of Law of Ukrame On 1997 State Budget of Ukrame ,op Cit, Article 3 of Law of Ukrame On

Obligatory Payments to Soclallnsurance Fund No 402-97-BP (Dilo, 1997 No 53)
10 Article 3 of Law of Ukrame On Obligatory Payments to State PensIOn Fund No 402-97-BP (DI1o,1997

No 53)
11 Article 3 of Law of Ukrame On 1997 State Budget of Ukrame ,op Cit, Item 6 of the Letter of Mmlstry

ofFmances of Ukrame, Economy Mmlstry of Ukrame, State Committee on SCience and
Technology On Amendments and Changes m Procedure of FormatIOn and Application of Special
Fund of Extra budget Target Funds, No 12-204 dated 12 November 1992 (Halytskl Kontrakty,
1996, No 26)

12 Item 1 of Procedure for EstimatIOn of Payments to be paid to Budget for Overdrawmg from Salary &
Bonus Fund (Cabmet ofMmlsters of Ukrame No 725 dated II September 1995 (Halytskl
Kontrakty, 1996 No I)
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* EPT RegIOnal Offices

New Independent States (NIS)

RUSSIAN FEDERATION

KAZAKHSTAN

MOfOW

The Environmental Pohcv and Technology (EPT) Project Em Ironmental degradatIOn and natural re~ource ml"
management threaten public health blOdlver~lty and ewnomlc vItality In the New Independent State~ (NIS) To a"~I~t the
NIS In allev Jatmg the<;e problem" the U S Agency tor International Development (USAID) began the EPT Project m 1993
EPT prm Ides teLhmcal a""I"tance and polIcv advKe III the em lronmental <;ector and promotes environmentally sound economic
development through public and pm ate U S ,md NIS partner"hlp~ The EPT Project I" managed bv USAID with ~upport

trom the US Emlronmental Protection AgenLY (USEPA) For a"~I~tancem project de<;lgn management and ImplementatIon
USAID ha" agreements with CH2M HILL InternatIOnal Harvard In~tltute tor InternatIOnal Development and ISAR A" the
pnmarv EPT wntractor CH2M HILL InternatIOnal ha" the lead role m delivenng teLhmcal a""I\tance logl"tlcal "upport and
polILy ~upport tor "eleued projeu" EPT RegIOnal Othce\ ale IOLated III Wa~hlllgton DC Mo"ww RU""la Kiev Ukrame
and Almatv Kazakh<;tan

CH2M HILL InternatIOnal ConsortIUm of Subcontractors Center tor InternatIOnal EnVIronmental Ll'W Clark
Atlanta Umver\ltyIHI\tonLallv BlaLk College\ UI1l\er:"ltle~ and Mmontv In~tltutIOn\TeLhnolog) Con"OltlUm Con"ol
tlUm tor InternatIOnal Development ELOjun~ EnVironmental Compli IllLe Inc Harvard In~tltute tor InternatIOnal De\ elop
ment Hughe\ TeLhmLal Sen ILe~ Compam InternatIOnal Program~ Con\ortlum International Re\OUfLe:" Group Interta".
K&M Engmeenng Ogden Emllonmental and Energv Service" Pnce Waterhou\e the World WIldhte Fund and numerou"
loc 11 \ubcontraL!or" ,md Looperator" throughout the NIS

EnVIronmental PolIcy and Technology Project
A USAID Project ConsortIUm led by CH2M HILL

CH2M HILL InternatIOnal Services Inc
POBox 24548 Denver Colorado 80224 USA


